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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

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

For the quarterly period ended July 2, 2011
OR

00 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 chaetr)

Delaware 71-0225165

(State or other jurisdiction of (I.R.S. Employer

incorporation or organization) Identification No.)

2200 Don Tyson Parkway, Springdale, Arkansa 72766999
(Address of principal executive offices) (Zip Code)

(479) 290-4000

(Registrant’s telephone number, including area code

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 (ordiech shorter period that the Registrant was redudadile such reports), and (2) has been
subject to such filing requirements for the pastie@s. Yes No [

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpovesd site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (8§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasiired to submit and post such files). Yé&d No [

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See definitions of “large accelerated filaccelerated filer” and “smaller reporting coanpy” in Rule 12b-2 of the Exchange Act.

Large accelerated fil¢ Accelerated filel O
Non-accelerated file [ (Do not check if a smaller reporting compa Smaller reporting compar [
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgle Act). Yes[] No
Indicate the number of shares outstanding of e&tedssuer’s classes of common stock, as of JuB011.

Class Outstanding Shares
Class A Common Stock, $0.10 Par Value (Class Akt 305,247,80¢
Class B Common Stock, $0.10 Par Value (Class By 70,020,85¢
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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements
TYSON FOODS, INC.

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

(Unaudited)
Three Months Ended Nine Months Ended
July 2, 201 July 3, 204 July 2, 201 July 3, 20(

Sales $ 8,24i $ 7,43¢ $ 23,86 $ 20,98¢
Cost of Sales 7,71¢€ 6,68¢ 22,05¢ 19,14«
Gross Profit 531 752 1,80¢ 1,84¢
Selling, General and Administrative 21¢ 24E 69t 68C
Operating Incom 31z 507 1,113 1,16¢
Other (Income) Expens

Interest incom () 4 8 (12)

Interest expens 58 10z 187 282

Other, net (7) 14 (15) 14
Total Other (Income) Expense 49 112 164 28t
Income before Income Tax 262 39t 94¢ 88C
Income Tax Expense 75 158 311 323
Net Income 18¢ 24z 63¢ 557
Less: Net Loss Attributable to Noncontrolling Irest (8) (6) (15) (10
Net Income Attributable to Tysc $ 19 $  24¢ $  65% $ 567
Weighted Average Shares Outstandi

Class A Basic 304 304 30t 303

Class B Basit 70 70 70 70

Diluted 382 382 382 37¢
Net Income Per Share Attributable to Tys

Class A Basit $ 052 $ 0.6¢ $ 17 $ 1.5t

Class B Basi $ 0.4¢ $ 0.61 $ 1.6 $ 1.3¢

Diluted $ 0.51 $ O0.6f $ 171 $ 1.4
Cash Dividends Per Shai

Class A $ 0.04C $ 0.04C $ 0.12( $ 0.1

Class B $ 0.03¢ $ 0.03¢ $ 0.10¢ $ 0.10¢

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

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

(Unaudited)
July 2, 201
Assets
Current Assets
Cash and cash equivalel $ 981
Accounts receivable, n 1,33¢
Inventories, ne 2,711
Other current assets 14€
Total Current Asset 5,172
Net Property, Plant and Equipme¢ 3,80z
Goodwill 1,89¢
Intangible Asset 15¢
Other Assets 461
Total Assets $ 11,48¢
Liabilities and Shareholders Equity
Current Liabilities:
Current deb $ 362
Accounts payabl 1,19:
Other current liabilities 1,20¢
Total Current Liabilities 2,761
Long-Term Debti 2,094
Deferred Income Taxe 39¢
Other Liabilities 457
Redeemable Noncontrolling Intert 0
Shareholder Equity:
Common stock ($0.10 par valu
Class /-authorized 900 million shares, issued 322 millibares 32
Convertible Class -authorized 900 million shares, issued 70 millioarsis 7
Capital in excess of par vall 2,25i
Retained earning 3,71¢
Accumulated other comprehensive inca 13
Treasury stock, at cost — 17 million shares at 2uB011, and 15 million shares at October 2,
2010 (27¢)
Total Tyson Shareholde¢ Equity 5,752
Noncontrolling Interes 31
Total Shareholders’ Equity 5,78:
Total Liabilities and Shareholders’ Equity $ 11,48¢

See accompanying Notes to Consolidated Condensaddial Statements.

4

October 2, 201!

$ 97¢
1,19¢

2,27

16€

4,61¢

3,67

1,89¢

16€

401

$ 10,75

$ 401
1,11(C
1,03¢
2,54t
2,13¢

321
48¢
64

32

2,24:
3,11

(229

5,16¢

35

5,201

$ 10,75



Table of Contents

TYSON FOODS, INC.
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(In millions)
(Unaudited)
Nine Months Ended

July 2, 201! July 3, 201(

Cash Flows From Operating Activitie
Net income $ 63¢ $ 557
Depreciation and amortizatic 384 372
Deferred income taxe 51 4
Other, ne 34 11€
Net changes in working capital (421) 42
Cash Provided by Operating Activities 68€ 1,08:

Cash Flows From Investing Activitie
Additions to property, plant and equipmi (469) (404
Purchases of marketable securi (121 (39
Proceeds from sale of marketable secur 42 34
Proceeds from notes receiva 51 0
Other, net 26 45
Cash Used for Investing Activities (4717) (3649)

Cash Flows From Financing Activitie
Payments on del (197 (999
Net proceeds from borrowiny 83 17
Change in restricted cash to be used for finanaaiiyities 0 14C
Purchases of Tyson Class A common si (110 (42
Dividends (45) 44
Other, net 52 32
Cash Used for Financing Activities (217) (890
Effect of Exchange Rate Change on Cash 5 1
Increase (Decrease) in Cash and Cash Equive 3 170
Cash and Cash Equivalents at Beginning of Year 97¢ 1,004
Cash and Cash Equivalents at End of Period $ 981 $ 834

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

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S
(Unaudited)

NOTE 1: ACCOUNTING POLICIES
BASIS OF PRESENTATION

The consolidated condensed financial statements hesn prepared by Tyson Foods, Inc. (“Tyson,” Goenpany,” “we,” “us” or “our”).
Certain information and accounting policies andiiote disclosures normally included in financi@tsments prepared in accordance with
accounting principles generally accepted in theté¢hStates have been condensed or omitted pursusinch rules and regulations. Although
we believe the disclosures contained herein arguede to make the information presented not mighgadhese consolidated condensed
financial statements should be read in conjunatiith the consolidated financial statements andsititereto included in our annual report on
Form 10-K for the fiscal year ended October 2, 2@paration of consolidated condensed finantagéments requires us to make estimates
and assumptions. These estimates and assumptfensraported amounts of assets and liabilitiesdgisdosure of contingent assets and
liabilities at the date of the consolidated conéenfinancial statements and the reported amouresvehues and expenses during the
reporting period. Actual results could differ frahose estimates.

We believe the accompanying consolidated condefirsaaicial statements contain all adjustments, whighof a normal recurring nature,
necessary to state fairly our financial positioroduly 2, 2011, the results of operations forttiree and nine months ended July 2, 2011,
July 3, 2010, and cash flows for the nine monthtdedniuly 2, 2011, and July 3, 2010. Results ofatfmers and cash flows for the periods
presented are not necessarily indicative of resolbe expected for the full year.

CONSOLIDATION

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

We have an investment in a joint venture, Dynamiel& LLC (Dynamic Fuels), in which we have a 50cpet ownership interest. Dynamic
Fuels qualifies as a variable interest entity. Wesolidate Dynamic Fuels since we are the primaneficiary. At July 2, 2011, Dynamic
Fuels had $180 million of total assets, of whicdSillion was property, plant and equipment, ahd&million of total liabilities, of which
$100 million was long-term debt. At October 2, 20D@namic Fuels had $154 million of total assetsybich $145 million was property,
plant and equipment, and $107 million of total iliéles, of which $100 million was long-term debt.

SHARE REPURCHASES

On May 11, 2011, we announced our Board of Directeactivated a share repurchase program, whicihndadtivity since fiscal 2005, to
repurchase up to the remaining available 22.5 anilihares of Class A common stock. The share reasecprogram has no fixed or
scheduled termination date. During the three and months ended July 2, 2011, we repurchased 4idmshares for approximately $80
million under this plan. As of July 2, 2011, 18.1llimn shares remain authorized for repurchase. fithang and extent to which we
repurchase shares will depend upon, among othegshmarket conditions, liquidity targets, limitats under our debt obligations and
regulatory requirements. In addition to the shapmurchase program, we purchase shares on the apé&ptrto fund certain obligations under
our equity compensation plans. These repurchasgedds30 million and $42 million for the nine mbatended July 2, 2011, and July 3,
2010, respectively.

CASH FLOW STATEMENT PRESENTATION

In March 2011, we collected $51 million of notesewable associated with our 2008 sale of assdtwe¢ of our Alberta, Canada subsidie
(collectively, Lakeside). This cash receipt hasrbeslected in the Consolidated Condensed Stateofédash Flows for the nine months
ended July 2, 2011, as an investing activity, iagishe previous presentation of the receipt frgrarating activities in the second quarter
consolidated condensed financial statements. Aswlty operating and investing cash flows previpuosported of $254 million and ($374)
million, respectively, were revised to $203 milliand ($323) million, respectively, for the six miasiended April 2, 2011.

RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS

In June 2009, the Financial Accounting Standardsr8¢FASB) issued guidance removing the conceptapialifying special-purpose entity
(QSPE). This guidance also clarifies the requireséor isolation and limitations on portions ofdincial assets eligible for sale accounting.
This guidance is effective for fiscal years begmnafter November 15, 2009. We adopted this guidaithe beginning of fiscal year 2011.
The adoption did not have a significant impact anaonsolidated condensed financial statements.
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In June 2009 and December 2009, the FASB issuethgoé requiring an analysis to determine whethariable interest gives the entity a
controlling financial interest in a variable intst@ntity. This guidance requires an ongoing assessand eliminates the quantitative
approach previously required for determining whetireentity is the primary beneficiary. This guidaris effective for fiscal years beginning
after November 15, 2009. We adopted this guidahtieeabeginning of fiscal year 2011. The adopti@hribt have a significant impact on our
consolidated condensed financial statements.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In May 2011, the FASB clarified the guidance arofaidvalue measurements and disclosures. Thisagalis effective for interim and
annual periods beginning after December 15, 2014 will adopt this guidance in the second quartdisahl year 2012. We do not expect the
adoption will have a significant impact on our coliated condensed financial statements.

In June 2011, the FASB issued guidance regardiagitésentation of comprehensive income. This guieléeffective for annual periods,
and interim periods within those years, beginnifigraddecember 15, 2011. We anticipate we will adbjs guidance in the first quarter of
fiscal year 2013. Upon adoption, we will be reqdite present comprehensive income as part of cusatiwated condensed statements of
income, or in a separate financial statement. @tlyrewe present such information in our notesh® ¢onsolidated condensed financial
statements. Other than changing the presentatioaroprehensive income, we do not expect the adwoptith have a significant impact on c
consolidated condensed financial statements.

NOTE 2: ACQUISITIONS

In May 2011, the minority partner in our 60%-owrfgtthndong Tyson Xinchang Foods joint ventures im&keixercised put options requiring
us to purchase its entire 40% equity interest. ffdresaction is pending Chinese government apprnwdlis expected to close in late fiscal
2011 or early fiscal 2012 for cash consideratidaliog $65 million. As a result of the put optioxegcises, we have recorded this obligatio

a component of Other current liabilities at July2@11. At October 2, 2010, the minority partnenterest was recorded as Redeemable
Noncontrolling Interest

NOTE 3: OTHER INCOME AND CHARGES

During the first nine months of fiscal 2011, wearted an $11 million gain related to a sale ofrigdés in an equity method investment. This
gain was recorded in the Consolidated Condensedrs¢ats of Income in Other, net.

During the third quarter of fiscal 2010, we recaga $38 million of insurance proceeds receivededlto losses incurred from Hurricane
Katrina in 2005. These proceeds are reflectedarCthicken segment’s Operating Income and includetle Consolidated Condensed
Statements of Income in Cost of Sales.

During the third quarter of fiscal 2010, we recatde$12 million impairment charge related to anityquethod investment. This charge is
included in the Consolidated Condensed Statemémteome in Other, net.

NOTE 4: DERIVATIVE FINANCIAL INSTRUMENTS

Our business operations give rise to certain maigktexposures mostly due to changes in commauiites, foreign currency exchange rates
and interest rates. We manage a portion of theks tiirough the use of derivative financial instemts, primarily futures and options, to
reduce our exposure to commodity price risk, fareigrrency risk and interest rate risk. Forwardt@mts on various commodities, including
grains, livestock and energy, are primarily enténtéd to manage the price risk associated withdasted purchases of these inputs used i
production processes. Foreign exchange forwardactstare entered into to manage the fluctuatiorfigreign currency exchange rates,
primarily as a result of certain receivable andaidg balances. We also periodically utilize interate swaps to manage interest rate risk
associated with our variable-rate borrowings.

Our risk management programs are periodically meeteby our Board of Directors’ Audit Committee. Blegorograms are monitored by
senior management and may be revised as marketioosdlictate. Our current risk management prograiiize industry-standard models
that take into account the implicit cost of hedgiRgsks associated with our market risks and tltosated by derivative instruments and the
fair values are strictly monitored at all timesingsValue-at-Risk and stress tests. Credit risk®eiated with our derivative contracts are not
significant as we minimize counterparty concentragi utilize margin accounts or letters of crealitj deal with credit-worthy counterparties.
Additionally, our derivative contracts are mosthost-term in duration and we generally do not make of credit-risk-related contingent
features. No significant concentrations of credit existed at July 2, 2011.
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We recognize all derivative instruments as eitlssets or liabilities at fair value in the ConsolethCondensed Balance Sheets, with the
exception of normal purchases and normal salescéegbéo result in physical delivery. The accounfisgchanges in the fair value (i.e., gains
or losses) of a derivative instrument depends ogtindr it has been designated and qualifies aoparhedging relationship and the type of
hedging relationship. For those derivative instrote¢hat are designated and qualify as hedginguimsnts, we designate the hedging
instrument based upon the exposure being hedgedféir value hedge, cash flow hedge, or hedgeradt investment in a foreign operation).
We qualify, or designate, a derivative financiatimment as a hedge when contract terms closehpniitose of the hedged item, providing a
high degree of risk reduction and correlation. tfegivative instrument is accounted for as a hedgpending on the nature of the hedge,
changes in the fair value of the instrument eithidlrbe offset against the change in fair valudtef hedged assets, liabilities or firm
commitments through earnings, or be recognizedharaccomprehensive income (loss) (OCI) until thédeal item is recognized in earnings.
The ineffective portion of an instrument’s changéair value is recognized in earnings immediaté¥e designate certain forward contracts
as follows:

e Cash Flow Hedges — include certain commodity fodaard option contracts of forecasted purchases @rains) and certain
foreign exchange forward contrac

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

* Net Investment Hedge— include certain foreign currency forward contsaaf permanently invested capital in certain foneig
subsidiaries

Cash flow hedges

Derivative instruments, such as futures and optiaresdesignated as hedges against changes imthentiof future cash flows related to
procurement of certain commodities utilized in ptwduction processes. We do not purchase forwatdption commaodity contracts in
excess of our physical consumption requirementsyanérally do not hedge forecasted transactionsrize$8 months. The objective of these
hedges is to reduce the variability of cash floasomiated with the forecasted purchase of thosenmatities. For the derivative instruments
we designate and qualify as a cash flow hedgesffieetive portion of the gain or loss on the detikais reported as a component of OCI and
reclassified into earnings in the same period oiogde during which the hedged transaction affeatmiags. Gains and losses representing
hedge ineffectiveness are recognized in earningseircurrent period. Ineffectiveness related toaash flow hedges was not significant for
the three and nine months ended July 2, 2011, @lgB,J2010.

We had the following aggregated notionals of owiditag forward and option contracts accounted fareesh flow hedges:

Metric July 2, 2011 QOctober 2, 201(

Commodity:
Corn Bushel: 14 million 16 million
Soy mea Tons 41,00( 101,50(
Foreign Currenc United States dolla $59 million $ 0

The net amount of pretax losses in accumulateda3®if July 2, 2011, expected to be reclassifien @atrnings within the next 12 months,
was $18 million. During the three and nine monthdesl July 2, 2011, and July 3, 2010, we did ndaesify significant pretax gains/losses
into earnings as a result of the discontinuanaeaeh flow hedges due to the probability the origiogecasted transaction would not occur by
the end of the originally specified time periodwithin the additional period of time allowed by geally accepted accounting principles.

The following table sets forth the pretax impactash flow hedge derivative instruments on the Glidtasted Condensed Statements of
Income (in millions):

Gain/(Loss) Consolidated Condensed Gain/(Loss)
Recognized in OCI Statements of Income Reclassified from
On Derivatives Classification OClI to Earnings
Three Months Ended Three Months Ended
July 3,
July 2, July 2, July 3,
2011 2010 2011 2010
Cash Flow Hedge — Derivatives designated as hedging
instruments
Commodity contract $ (23 $ 1 Cost of Sale $ 5 $ 4
Foreign exchange contracts (1) 1 Other Income/Expen 0 0
Total $ (29 $ 2 $ 5 $
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Gain/(Loss) Consolidated Condensed Gain/(Loss)
Recognized in OCI Statements of Income Reclassified from
On Derivatives Classification OClI to Earnings
Nine Months Ended Nine Months Ended
July 2, July 3, July 2, July 3,
2011 2010 2011 2010
Cash Flow Hedge — Derivatives designated as hedgir
instruments
Commodity contract $ 5 $ 4 Cost of Sale $ 31 $ B
Foreign exchange contracts (1) 1 Other Income/Expen 0 0
Total $ 4 $ B $ 31 $ 0O

Fair value hedges

We designate certain futures contracts as fairevhkdges of firm commitments to purchase livestocklaughter. Our objective of these
hedges is to minimize the risk of changes in falue created by fluctuations in commodity pricesoagted with fixed price livestock firm
commitments. We had the following aggregated nafi®of outstanding forward contracts entered intbddge forecasted commodity
purchases which are accounted for as a fair vaddedt

Metric July 2, 2011 October 2, 201(

Commodity:
Live Cattle Pound 383 million 361 million
Lean Hogs Pound 559 million 508 million

For these derivative instruments we designate aatifg as a fair value hedge, the gain or losstenderivative, as well as the offsetting gain
or loss on the hedged item attributable to the bddsk, are recognized in earnings in the samiegeWe include the gain or loss on the
hedged items (i.e., livestock purchase firm comreitis) in the same line item, Cost of Sales, asftfisetting gain or loss on the related
livestock forward position.

in millions
Consolidated Condense Three Months Ended Nine Months Ended
Statements of Income
Classification July 2, 201! July 3, 201( July 2, 201 July 3, 201(
Loss on forwards Cost of Sale $ (19 $ (28) $ (63) $ (44)
Gain on purchase contre Cost of Sale 19 28 63 44

Ineffectiveness related to our fair value hedges ma significant for the three and nine monthseehduly 2, 2011, and July 3, 2010.

Foreign net investment hedges

We utilize forward foreign exchange contracts totpct the value of our net investments in certaieifjn subsidiaries. For derivative
instruments that are designated and qualify aglgenef a net investment in a foreign currency,ghim or loss is reported in OCI as part of
the cumulative translation adjustment to the extesteffective, with the related amounts due térom counterparties included in other
liabilities or other assets. We utilize the forwaiade method of assessing hedge effectivenessinffifective portions of net investment
hedges are recognized in the Consolidated Cond&tagginents of Income during the period of chahmgdfectiveness related to our foreign
net investment hedges was not significant for tinee and nine months ended July 2, 2011, and J@910. At July 2, 2011, and October 2,
2010, we had $35 million and $49 million aggregaittstanding notionals related to our forward foneigrrency contracts accounted for as
foreign net investment hedges.

The following table sets forth the pretax impacttedse derivative instruments on the Consolidatudénsed Statements of Income (in
millions):

Gain/(Loss) Consolidated Condensed Gain/(Loss)
Recognized in OCI Statements of Income Reclassified from
On Derivatives Classification OCI to Earnings
Three Months Ended Three Months Ended

July 3,
July 2, July 2, July 3,
2011 2010 2011 2010

Net Investment Hedc— Derivatives designated as
hedging instrument:
Foreign exchange contrac $ @ $ 2 Other Income/Expen $ O $ O
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Gain/(Loss) Consolidated Condensed Gain/(Loss)
Recognized in OCI Statements of Income Reclassified from
On Derivatives Classification OClI to Earnings
Nine Months Ended Nine Months Ended
July 3,
July 2, July 2, July 3,
2011 2010 2011 2010
Net Investment Hedg— Derivatives designated as hedg
instruments

Foreign exchange contrac $ 4 $ 1 Other Income/Expen $ 0 $ 0

Undesignated positions

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

The objective of our undesignated grains, energlyliaastock commodity positions is to reduce thgalzlity of cash flows associated with
the forecasted purchase of certain grains, enerdyigestock inputs to our production processes.alge enter into certain forward sales of
boxed beef and boxed pork and forward purchaseatté and hogs at fixed prices. The fixed pridesaontracts lock in the proceeds from a
sale in the future and the fixed cattle and hoglpases lock in the cost. However, the cost ofithesiock and the related boxed beef and
boxed pork market prices at the time of the salguschase could vary from this fixed price. As wntee into fixed forward sales of boxed k
and boxed pork and forward purchases of cattlehagd, we also enter into the appropriate numbévedtock futures positions to mitigate a
portion of this risk. Changes in market value @& tpen livestock futures positions are marked tketaand reported in earnings at each
reporting date, even though the economic impaouofixed prices being above or below the marketepis only realized at the time of sale
or purchase. These positions generally do not fyuali hedge treatment due to location basis dififiees between the commaodity exchanges
and the actual locations when we purchase the catities

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

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

We had the following aggregate outstanding not®mnellated to our undesignated positions:

Metric July 2, 2011 QOctober 2, 201(

Commodity:
Corn Bushel: 5 million 38 million
Soy mea Tons 176,10( 367,00(
Live Cattle Pound 175 million 73 million
Lean Hogs Pound 159 million 134 million
Natural Gas British thermal unit 240 billion 450 billion
Foreign Currenc' United States dolla ~ $236 million ~ $146 million
Interest Ratt Average monthly notional de ~ $ 44 million  $ 53 million
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The following table sets forth the pretax impactted undesignated derivative instruments on thesGlatated Condensed Statements of
Income (in millions):

Consolidated Condense

Statements of Income Gain/(Loss) Gain/(Loss)
Classification Recognized in Earnings Recognized in Earnings
Three Months Ended Nine Months Ended
July 2, July 3, July 2, July 3,
2011 2010 2011 2010
Derivatives not
designated as hedgin
instruments
Commaodity
contracts Sale: $ (15 $ (5 $ 16 $ 17
Commaodity
contracts Cost of Sale 21 20 32 (12)
Foreign exchange
contracts Other Income
Expens (@D} 2 (8 0
Interest rate
contracts Interest Expens 0 1 0 1
Total $ 5 $ 18 $ 40 $ 7

The following table sets forth the fair value dfdgrivative instruments outstanding in the Corgatied Condensed Balance Sheets (in
millions):

Fair Value
July 2, October 2,
2011 2010
Derivative Assets:
Derivatives designated as hedging instrume
Commodity contract $ 14 $ 20
Derivatives not designated as hedging instrume
Commodity contract 27 10
Foreign exchange contracts 2 1
Total derivative assets — not designated 29 11
Total derivative assets $ 43 $ 3
Derivative Liabilities:
Derivatives designated as hedging instrume
Commodity contract $ 42 $ 16
Foreign exchange contracts 1 0
Total derivative liabilitie— designatec 43 16
Derivatives not designated as hedging instrume
Commodity contract 85 34
Foreign exchange contrac 3 6
Interest rate contracts 2 3
Total derivative liabilities — not designated a0 43
Total derivative liabilities $13¢ $ 59

Our derivative assets and liabilities are presemmtedir Consolidated Condensed Balance Sheetsenhlaasis. We net derivative assets and
liabilities, including cash collateral when a ldgadnforceable master netting arrangement exigtsd®en the counterparty to a derivative
contract and us. See Note 10: Fair Value Measurenfiena reconciliation to amounts reported in@unsolidated Condensed Balance St
in Other current assets and Other current liaggiti
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NOTE 5: INVENTORIES

Processed products, livestock and supplies and athesalued at the lower of cost or market. Cositides purchased raw materials, live
purchase costs, growout costs (primarily feed, re@higrower pay and catch and haul costs), labdmaanufacturing and production
overhead, which are related to the purchase arduption of inventories. Total inventory consistgtug following (in millions):

July 2, 201 October 2, 201(

Processed product
Weightec-average metho- chicken and prepared foo $ 804 $ 721
First-in, first-out methoc— beef and porl 565 462
Livestock- first-in, first-out methoc 964 75¢
Supplies and other — weighted-average method 37¢ 332
Total inventories, net $ 2,711 $ 2,274

NOTE 6: PROPERTY, PLANT AND EQUIPMENT
The major categories of property, plant and equigraad accumulated depreciation are as follows(ilions):

July 2, 201: QOctober 2, 201(
Land $ 98 $ 97
Buildings and leasehold improveme 2,68¢ 2,617
Machinery and equipme 4,822 4,69¢
Land improvements and oth 38¢ 232
Buildings and equipment under construction 47€ 51¢
8,46¢ 8,15:
Less accumulated depreciation 4,66¢€ 4,47¢
Net property, plant and equipme $ 3,802 $ 3,67¢
NOTE 7: OTHER CURRENT LIABILITIES
Other current liabilities are as follows (in milfis):
July 2, 201 October 2, 201
Accrued salaries, wages and benefits $  40¢ $ 444
Selfinsurance reserve 292 25€
Other 50¢ 334
Total other current liabilities $ 1,20¢ $ 1,034

NOTE 8: COMMITMENTS

We guarantee obligations of certain outside thadips, which consists of a lease and grower loahsf which are substantially
collateralized by the underlying assets. Termdiefunderlying debt cover periods up to ten yeard,the maximum potential amount of
future payments as of July 2, 2011, was $78 millidie also maintain operating leases for varioussyqf equipment, some of which contain
residual value guarantees for the market valubetinderlying leased assets at the end of thed&the lease. The remaining terms of the
lease maturities cover periods over the next sars/€The maximum potential amount of the residaller guarantees is $43 million, of which
$41 million would be recoverable through variousogrse provisions and an additional undeterminedileverable amount based on the fair
value of the underlying leased assets. The likelhof material payments under these guaranteest sonsidered probable. At July 2, 2011,
and October 2, 2010, no material liabilities foatantees were recorded.
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We have cash flow assistance programs in whickicelivestock suppliers participate. Under thesggpams, we pay an amount for livestock
equivalent to a standard cost to grow such livéstheing periods of low market sales prices. Th@ants of such payments that are in ex

of the market sales price are recorded as receisaid accrue interest. Participating supplierebligated to repay these receivables
balances when market sales prices exceed thisssthndst, or upon termination of the agreement.@aximum obligation associated with
these programs is limited to the fair value of epalticipating livestock supplier’s net tangiblesets. The potential maximum obligation as of
July 2, 2011, was approximately $215 million. Thtat receivables under these programs were $3&miéind $51 million at July 2, 2011,
and October 2, 2010, respectively, and are includetof allowance for uncollectible amounts, im@tAssets in our Consolidated
Condensed Balance Sheets. Even though these prograntimited to the net tangible assets of thégipating livestock suppliers, we also
manage a portion of our credit risk associated th#se programs by obtaining security interestw@stock suppliers’ assets and personal
guarantees. After analyzing residual credit riskd general market conditions, we have recordedlawance for these programs’ estimated
uncollectible receivables of $13 million and $18limm at July 2, 2011, and October 2, 2010, respelt.

NOTE 9: DEBT
The major components of debt are as follows (iliom):

July 2, 2017 QOctober 2, 201!
Revolving credit facility $ 0] $ 0]
Senior notes
8.25% Notes due October 2011 (2011 No 29t 31t
3.25% Convertible senior notes due October 20133 otes) 45¢ 45¢
10.50% Senior notes due March 2014 (2014 Nc 81C 81C
6.85% Senior notes due April 2016 (2016 No 63€ 701
7.00% Notes due May 20: 12C 122
7.00% Notes due January 2C 18 18
Discount on senior note (83 (10%)
GO Zone ta-exempt bonds due October 2033 (0.03% at 7/2/2 10C 10C
Other 10C 117
Total debt 2,45¢ 2,53¢
Less current debt 362 401
Total long-term debt $ 2,09« $ 2,13t

Revolving Credit Facility

In February 2011, we amended and extended ourtfilich revolving credit facility that supports stiderm funding needs and letters of
credit. The facility will mature and the commitmenihereunder will terminate in February 2016, pidedi that (a) at any time during the six-
month period ending November 29, 2013, we havearatp credit ratings not lower than BBB- and Baadnf Standard & Poor’s (S&P) and
Moody'’s Investor Services, Inc. (Moody’s), respeely, in each case with stable outlook or bettey.oh or prior to November 29, 2013, we
have refinanced, purchased, or defeased the 20t Nwr (c) we have irrevocably deposited castmiaraount not less than the aggregate
principal amount of the outstanding 2014 Notes oprimr to November 29, 2013, in a blocked cashatetal account. In the event none of
the foregoing events have occurred, the loans mader this facility will mature and the commitmetiiereunder will terminate on
November 29, 2013. As of July 2, 2011, none offtilegoing events have occurre

After reducing the amount available by outstandéiters of credit issued under this facility, tecunt available for borrowing under this
facility at July 2, 2011, was $840 million. At Juy 2011, we had outstanding letters of creditedsunder this facility totaling $160 million,
none of which were drawn upon. Our letters of drat® issued primarily in support of workers’ comgation insurance programs, derivative
activities and Dynamic Fuels’ Gulf Opportunity Zotaex-exempt bonds. We had an additional $57 miltibhilateral letters of credit not
issued under this facility, none of which were dnawpon.

This facility is fully and unconditionally guaramete on a senior secured basis by substantiallyf aliodomestic subsidiaries. The guarantors’
cash, accounts receivable, inventory and procesmisved related to these items secure our obligatimder this facility. However, if at any
time on or after August 23, 2011, our corporatelitnating is at least BBB- or Baa3, in each cagth stable outlook or better, from S&P or
Moody'’s, respectively, and at least BB or Ba2,acle case with stable outlook or better, from theotating agency, then at our request, the
lenders will release the liens securing this facili
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2013 Notes

In September 2008, we issued $458 million princgrabunt 3.25% convertible senior unsecured notesatitober 15, 2013, with interest
payable semi-annually in arrears on April 15 antb®er 15. The conversion rate initially is 59.1%3f&res of Class A stock per $1,000
principal amount of notes, which is equivalent maritial conversion price of $16.89 per share &S A stock. The 2013 Notes may be
converted before the close of business on Jul2Q23, only under the following circumstances:

e during any fiscal quarter after December 27, 20008g last reported sale price of our Class A ktioe at least 20 trading days
during a period of 30 consecutive trading days rgdin the last trading day of the preceding fisgerter is at least 130% of the
applicable conversion price on each applicablanmday (which would currently require our shamsrade at or above $21.96);
or

» during the five business days after any 10 consextriading days (measurement period) in whichtthding price per $1,000
principal amount of notes for each trading dayhef measurement period was less than 98% of theigroéithe last reported sale
price of our Class A stock and the applicable cosive rate on each such day;

» upon the occurrence of specified corporate eventefined in the supplemental indentt

On and after July 15, 2013, until the close of bess on the second scheduled trading day immegdjatteteding the maturity date, holders
may convert their notes at any time, regardlesheforegoing circumstances. Upon conversion, wedgliver cash up to the aggregate
principal amount of the 2013 Notes to be conveated shares of our Class A stock in respect oféhwimder, if any, of our conversion
obligation in excess of the aggregate principal amof the 2013 Notes being converted. As of JUlg®.1, none of the conditions permitt
conversion of the 2013 Notes had been satisfied.

The 2013 Notes were originally accounted for asralined instrument because the conversion featdread meet the requirements to be
accounted for separately as a derivative finanegtument. However, we adopted new accountingangd in the first quarter of fiscal 2010
and applied it retrospectively to all periods prasd. This new accounting guidance required ugpately account for the liability and
equity conversion features. Upon retrospective dopour effective interest rate on the 2013 Navas determined to be 8.26%, which
resulted in the recognition of a $92 million disnbto these notes with the offsetting after tax amaf $56 million recorded to capital in
excess of par value. This discount will be accretest the five-year term of the convertible notetha effective interest rate.

In connection with the issuance of the 2013 Notgsentered into separate convertible note hedgsartions with respect to our Class A
stock to minimize the potential economic dilutiggon conversion of the 2013 Notes. We also enteredsieparate warrant transactions. We
recorded the purchase of the note hedge transac®a reduction to capital in excess of par valaeof $36 million pertaining to the related
deferred tax asset, and we recorded the procedts ofarrant transactions as an increase to capigdcess of par value. Subsequent cha
in fair value of these instruments are not recogghin the financial statements as long as theunwsnts continue to meet the criteria for
equity classification.

We purchased call options in private transaction$®4 million that permit us to acquire up to apgmately 27 million shares of our Class
stock at an initial strike price of $16.89 per ghaubject to adjustment. The call options allowwouacquire a number of shares of our Class A
stock initially equal to the number of shares cd$3l A stock issuable to the holders of the 201&&Nopon conversion. These call options
terminate upon the maturity of the 2013 Notes.

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

The maximum amount of shares that may be issusditisfy the conversion of the 2013 Notes is limii@®5.9 million shares. However, the
convertible note hedge and warrant transactionsffact, increase the initial conversion pricelwf 2013 Notes from $16.89 per share to
$22.31 per share, thus reducing the potential éxdgonomic dilution associated with conversiorhef2013 Notes. If our share price is below
$22.31 upon conversion of the 2013 Notes, then® isconomic net share impact. Upon conversion% ib@rease in our share price above
the $22.31 conversion price would result in theasse of 2.5 million incremental shares. The 20b8bl and the warrants could have a
dilutive effect on our earnings per share to thiemtxthe price of our Class A stock during a gimeasurement period exceeds the respective
exercise prices of those instruments. The calbogtiare excluded from the calculation of dilutexh&mys per share as their impact is anti-
dilutive.
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2016 Notes

On August 19, 2010, S&P upgraded the credit radinpese notes from “BB” to “BB+.” On September2®10, Moody’s upgraded our credit
rating from “Ba3” to “Ba2.” These upgrades decrekide interest rate on the 2016 Notes from 7.85%36%, effective beginning with the
six-month interest payment due October 1, 2010.

On February 24, 2011, S&P upgraded the creditgatfrthese notes from “BB+" to “BBB-.” On March 22011, Moody'’s upgraded our
credit rating from “Ba2” to “Bal”. These upgrade=cteased the interest rate on the 2016 Notes fi85%to 6.85%, effective beginning
with the six-month interest payment due April 1120

GO Zone Tax-Exempt Bonds

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

Debt Covenants

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

liens and encumbrances; incur debt; merge, disslidngdate or consolidate; make acquisitions anastments; dispose of or transfer assets;
pay dividends or make other payments in respegtiotapital stock; amend material documents; chéamg@ature of our business; make
certain payments of debt; engage in certain traimsecwith affiliates; and enter into sale/leasébachedging transactions, in each case,
subject to certain qualifications and exceptionsaddition, we are required to maintain minimunerast expense coverage and maximum
leverage ratios.

Our 2014 Notes also contain affirmative and negatisvenants that, among other things, may limiestrict our ability to: incur additional
debt and issue preferred stock; make certain imessts and restricted payments; create liens; creatactions on distributions from
subsidiaries; engage in specified sales of asadts@bsidiary stock; enter into transactions wiffiaes; enter new lines of business; engage
in consolidation, mergers and acquisitions; andagagn certain sale/leaseback transactions.

We were in compliance with all debt covenants &t 2u2011.

NOTE 10: FAIR VALUE MEASUREMENTS

Fair value is defined as the price that would lmeireed to sell an asset or paid to transfer alliglfain exit price) in the principal or most
advantageous market for the asset or liabilityriroederly transaction between market participantthe measurement date. The fair value
hierarchy contains three levels as follows:

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

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

* Quoted prices for similar assets or liabilitiesaative markets

* Quoted prices for identical or similar assets in-active markets

» Inputs other than quoted prices that are obsenfabkhe asset or liability; ar
» Inputs derived principally from or corroborateddither observable market da

Level 3—Unobservable inputs that cannot be corroboratesbisgrvable market data and reflect the use offgignt management judgment.
These values are generally determined using pritiadels for which the assumptions utilize managémestimates of market participant
assumptions.

Assets and Liabilities Measured at Fair Value onRecurring Basis

The fair value hierarchy requires the use of olsglermarket data when available. In instances wierénputs used to measure fair value
into different levels of the fair value hierarclige fair value measurement has been determined loasthe lowest level input significant to
the fair value measurement in its entirety. Oueassient of the significance of a particular iterthtofair value measurement in its entirety
requires judgment, including the considerationnpiuits specific to the asset or liability. The faliag tables set forth by level within the fair
value hierarchy our financial assets and liabig&counted for at fair value on a recurring basording to the valuation techniques we used
to determine their fair values (in millions):
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July 2, 2011 Level 1 Level 2 Level 3 Netting (a) Total
Assets:
Commodity Derivative! $ 0 $ 41 $ 0 $ (32 $ 9
Foreign Exchange Forward Contra 0 2 0 () 0
Available for Sale Securitie
Debt securitie! 0 45 74 0 11¢
Equity securitie: 12 1 0 0 13
Deferred Compensation Assets 0 16€ 0 0 16€
Total Assets $ 12 $ 25E $ 74 $ (39 $307
Liabilities:
Commodity Derivative! $ 0 $ 127 $ 0 $ (10€) $ 21
Foreign Exchange Forward Contra 0 4 0 2 2
Interest Rate Swap 0 2 0 0 2
Total Liabilities $ 0 $ 13z $ 0 $ (109 $ 25
October 2, 2010 Level 1 Level 2 Level 3 Netting (a) Total
Assets:
Commodity Derivative! $ 0 $ 30 $ 0 $ (19 $ 12
Foreign Exchange Forward Contra 0 1 0 @ 0
Available for Sale Securitie
Debt securitie! 0 42 73 0 11t
Equity securitie: 15 3 0 0 18
Deferred Compensation Assets 0 86 0 0 86
Total Assets $ 15 $ 162 $ 73 $ (19 $231
Liabilities:
Commodity Derivative! $ 0 $ 50 $ 0 $ (50 $ 0
Foreign Exchange Forward Contra 0 6 0 @ 5
Interest Rate Swap 0 3 0 (1) 2
Total Liabilities $ 0 $ 59 $ 0 $ (52 $ 7

(&) Our derivative assets and liabilities are pmésetin our Consolidated Condensed Balance Sheaiset basis. We net derivative assets
and liabilities, including cash collateral, whelegally enforceable master netting arrangementekistween the counterparty to a
derivative contract and us. At July 2, 2011, antb®er 2, 2010, we had posted $74 million and $3b6amiof cash collateral and held
$0 and $3 million cash collateral with various ctarparties, respectivel

The following table provides a reconciliation betmethe beginning and ending balance of debt sezsiriteasured at fair value on a recurring
basis in the table above that used significant sentable inputs (Level 3) (in millions):

Nine Months Ended

July 2, 201! July 3, 201(

Balance at beginning of year $ 73 $ 72
Total realized and unrealized gains (loss

Included in earning 0 1

Included in other comprehensive income (l¢ 0 2

Purchases, issuances and settlements, net 1 2

Balance at end of period $ 74 $ 73

Total gains (losses) for the nine-month perioduded in
earnings attributable to the change in unrealizdsgy

(losses) relating to assets and liabilities stlidhat end of

16



Table of Contents

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

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

Available for Sale Securities:Our investments in marketable debt securities ssified as available-for-sale and are includeOfiner

Assets in the Consolidated Condensed Balance ShAdwmtse investments, which are generally long-termature with maturities ranging up
to 45 years, are reported at fair value based isingrmodels and quoted market prices adjustedredit and non-performance risk. We
classify our investments in U.S. government andhegelebt securities as Level 2 as fair value iegaty estimated using discounted cash
flow models that are primarily industry-standarddels that consider various assumptions, includme t/alue and yield curve as well as
other readily available relevant economic measWésclassify certain corporate, asset-backed amel @ebt securities as Level 3 as there is
limited activity or less observable inputs into jprietary valuation models, including estimated jpsgpent, default and recovery rates on the
underlying portfolio or structured investment vebic

Additionally, we have eight million shares of Sysieum Corporation common stock and 4.25 millionnaats, which expire in early fiscal
2013, to purchase an equivalent amount of Syntnol€arporation common stock at an average pric @& We record the shares and
warrants in Other Assets in the Consolidated Cosel@Balance Sheets at fair value based on quotdetqaices. We classify the shares as
Level 1 as the fair value is based on unadjustedeglprices available in active markets. We clggbié warrants as Level 2 as fair value can
be corroborated based on observable market data.

(in millions) July 2, 2011 QOctober 2, 2010
Amortized Unrealized Amortized Unrealized
Fair Fair
Cost Basis Value Gain Cost Basis Value Gain

Available for Sale Securitie
Debt Securities

U.S. Treasury and Agent $ 44 $ 45 $ 1 $ 41 $ 42 $ 1

Corporate and Ass-Backed (a 42 45 3 43 46 3

Redeemable Preferred Stc 29 29 0 27 27 0
Equity Securities

Common Stocl 9 12 3 9 15 6

Stock Warrant: 0 1 1 0 3 3

(&) AtJuly 2,2011, and October 2, 2010, the airedtcost basis for Corporate and Asset-Backed shshirities had been reduced by
accumulated other than temporary impairments ah#Bon and $3 million, respectivel

Unrealized holding gains (losses), net of tax,ea@uded from earnings and reported in OCI un#él$kcurity is settled or sold. On a quarterly
basis, we evaluate whether losses related to @iladle-for-sale securities are temporary in natlosses on equity securities are recognized
in earnings if the decline in value is judged toolieer than temporary. If losses related to out deburities are determined to be other than
temporary, the loss would be recognized in earniings intend, or more likely than not will be rdéoed, to sell the security prior to recovery.
For debt securities in which we have the intent aitity to hold until maturity, losses determintedbe other than temporary would remain in
OCI, other than expected credit losses which aregmized in earnings. We consider many factorebernining whether a loss is temporary,
including the length of time and extent to whick fhir value has been below cost, the financiatlt@n and neaterm prospects of the isst
and our ability and intent to hold the investmentd period of time sufficient to allow for any enipated recovery. We recognized no other
than temporary impairments in earnings for thedtaed nine months ending July 2, 2011, and JUA)B0. No other than temporary losses
were deferred in OCI as of July 2, 2011, and Oat@@010.
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Deferred Compensation AssetsiWe maintain norgualified deferred compensation plans for certaiecatives and other highly compense
employees. Investments are maintained within 4 tmid include money market funds, mutual fundsléednsurance policies. The cash
surrender value of the life insurance policiesigested primarily in mutual funds. The investmearts recorded at fair value based on quoted
market prices and are included in Other Assethéndonsolidated Condensed Balance Sheets. Wefgldssinvestments which have
observable market prices in active markets in L&vas$ these are generally publicly-traded mutuadi$u The remaining deferred
compensation assets are classified in Level Ziasdlue can be corroborated based on observadrkaindata. Realized and unrealized gains
(losses) on deferred compensation are includedrimiegs.

Assets and Liabilities Measured at Fair Value orNbnrecurring Basis

In addition to assets and liabilities that are rded at fair value on a recurring basis, we reemsbts and liabilities at fair value on a
nonrecurring basis. Generally, assets are recatiair value on a nonrecurring basis as a reguthpairment charges. We did not have any
significant measurements of assets or liabilitiefgia value on a nonrecurring basis subsequetitd initial recognition during the three and
nine months ended July 2, 2011, and July 3, 2010.

Other Financial Instruments

Fair values for debt are based on quoted marke¢por published forward interest rate curves. Valire and carrying value for our debt w
as follows (in millions):

July 2, 2011 October 2, 2010
Carrying Carrying
Fair Fair
Value Value Value Value
Total Debt $2,66¢ $2,45¢€ $2,77( $2,53¢

For all of our other financial instruments, theirstted fair value approximated the carrying valuéuly 2, 2011, and October 2, 2010. The
carrying value of our other financial instrumemtst otherwise disclosed herein, included notesivabée, which approximated fair value at
October 2, 2010. Notes receivable were record€ttirer Current Assets in the Consolidated CondeBsé¢ghce Sheets and totaled $0 and
$49 million at July 2, 2011, and October 2, 20E3pectively. The fair values were determined upitiging models for which the
assumptions utilize management’s estimates of maekicipant assumptions.

NOTE 11: CONTINGENCIES

We are involved in various claims and legal prodegsl We routinely assess the likelihood of adv@rdgments or outcomes to those
matters, as well as ranges of probable lossebetextent losses are reasonably estimable. Wedracoruals for such matters to the extent
that we conclude a loss is probable and the fimdmtipact, should an adverse outcome occur, ioreddy estimable. Such accruals are
reflected in the Company'Consolidated Condensed Financial Statementsirloginion, we have made appropriate and adeqeateas for
these matters and believe the probability of a n@ti®ss beyond the amounts accrued to be rerhotegver, the ultimate liability for these
matters is uncertain, and if accruals are not aateqan adverse outcome could have a materialt effethe consolidated financial condition
or results of operations. Listed below are certdéiims made against the Company and/or our subiditor which the potential exposure is
considered material to the Company’s Consolidatedd€nsed Financial Statements. We believe we hibstamtial defenses to the claims
made and intend to vigorously defend these matters.

Several private lawsuits are pending against egialy) that we failed to compensate poultry planpleyees for all hours worked, including
overtime compensation, in violation of the Fedémor Standards Act (FLSA). These lawsuits inclDé#&sencio v. Tyson Foods, Inc.
(DeAsencio), filed on August 22, 2000, in the UDstrict Court for the Eastern District of Pennsva. This matter involves similar
allegations that employees should be paid forithe it takes to engage in pre- and post-shift &mi/such as changing into and out of
protective and sanitary clothing, obtaining clothamd walking to and from the changing area, woglas and break areas. They seek back
wages, liquidated damages, pre- and post-judgmesrieist, and attorney&es. Plaintiffs appealed a jury verdict and fijpalgment entered i
our favor on June 22, 2006, in the U.S. Districu@dor the Eastern District of Pennsylvania. Opt8enber 7, 2007, the U.S. Court of
Appeals for the Third Circuit reversed the jurydiet and remanded the case to the District Courfuidher proceedings. We sought rehea
en banc, which was denied by the Court of Appeal®ctober 5, 2007. The United States Supreme @emied our petition for a writ of
certiorari on June 9, 2008. The new trial daterf@deen set.
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The other private lawsuits referred to above areil&ckles, et al. v. Tyson Foods, Inc. (N. Distabama, October 23, 2006); McCluster, et
al. v. Tyson Foods, Inc. (M. Dist. Georgia, DecemhbE, 2006); Dobbins, et al. v. Tyson Chicken, let.al. (N.D. Alabama, December 21,
2006); Buchanan, et al. v. Tyson Chicken, Incaleand Potter, et al. v. Tyson Chicken, Inc.,|e(NM.D. Alabama, December 22, 2006);
Jones, et al. v. Tyson Foods, Inc., et al., Walkbml. v. Tyson Foods, Inc., et al. and Williamsal. v. Tyson Foods, Inc., et al. (S.D.
Mississippi, February 9, 2007); Balch, et al. vsdy Foods, Inc. (E.D. Oklahoma, March 1, 2007);sget al. v. Tyson Foods, Inc. (W.D.
Arkansas, March 2, 2007); Atkins, et al. v. Tysaoés, Inc. (M.D. Georgia, March 5, 2007); Laneyalev. Tyson Foods, Inc. and Williams,
et al. v. Tyson Foods, Inc. (M.D. Georgia, May 2807) (the Williams Case). Similar to DeAsencic;teaf these matters involves allegati
that employees should be paid for the time it takiemngage in pre- and post-shift activities sugklaanging into and out of protective and
sanitary clothing, obtaining clothing and walkimgand from the changing area, work areas and laess. The plaintiffs in each of these
lawsuits seek or have sought to act as class @mas/es on behalf of all current and former empés who were allegedly not paid for time
worked and seek back wages, liquidated damagesapdepost-judgment interest, and attorneys’ f@esApril 6, 2007, we filed a motion for
transfer of the above named actions for coordinptettial proceedings before the Judicial PaneMaitidistrict Litigation, which was

granted on August 17, 2007. These cases and finex oaises subsequently filed involving the sanegations, Armstrong, et al. v. Tyson
Foods, Inc. (W.D. Tennessee, January 30, 2008)ldaado, et al. v. Tyson Foods, Inc. (E.D. Tenneskseiary 31, 2008); White, et al. v.
Tyson Foods, Inc. (E.D. Texas, February 1, 2008)y#d, et al. v. Tyson Foods, Inc. (W.D. MissougbFuary 2, 2008); and Leak, et al. v.
Tyson Foods, Inc. (W.D. North Carolina, Februarg®08), were transferred to the U.S. District Canithe Middle District of Georgia, In re:
Tyson Foods, Inc., Fair Labor Standards Act Lifiga{ MDL Proceedings). On January 2, 2008, the €issued a Joint Scheduling and Case
Management Order. This order granted Conditionab€[Certification and called for notice to be git@potential putative class members via
a third party administrator. The potential classmhers had until April 18, 2008, to “opt ind the class. Approximately 13,800 employees
former employees filed their consents to “opt-in'the class. On October 15, 2008, the Court dahieglaintiffs’ motion for equitable

tolling, which, if granted, would have extended timee period in which the plaintiffs could have gbtidamages. However, in addition to the
consents already obtained, the Court allowed thmiiffs to obtain corrected and reaffirmed optansents that were previously filed in the
matter of M.H. Fox, et al. v. Tyson Foods, Inc.iNAlabama, June 22, 1999). The deadline for filingse consents was December 31, 2008,
and according to the third party administrator,ragpnately 4,000 reaffirmed consents were filednsoor all of which may be in addition to
the approximately 13,800 consents filed previouhe parties have completed discovery at eighuoffacilities and our corporate
headquarters in Springdale, Arkansas. In July 200%led class decertification motions for the difgcilities involved in discovery. We also
filed Motions for Partial Summary Judgment for taesght facilities. Oral arguments for these mationcurred on February 3, 2010, and, on
March 16, 2010, the Court granted partial summadgiment with respect to two unionized facilitiesl @enied the remaining motions. The
Court concluded that the activities at these twailifees met the definition of “clothes changingiider Section 203(0) of the FLSA and that
the time engaged in pre- and post-shift donningdoffing is not compensable. The Court did not miewhether Section 203(0) activity
could begin the continuous work day, thereby makithgvalking, sanitizing and washing time aftertthativity compensable. We then filed a
motion for certification of a permissive appealwinether Section 203(0) activity can start the cardus workday and whether washing
required clothing items is covered by Section 2D30m April 23, 2010, the Court granted us pernoissd appeal these issues to the Eleventh
Circuit Court of Appeals. The Court also retainedsdiction with respect to the eight facilities #ehstaying proceedings with respect to
seven. It then scheduled trial in the Williams CiseOctober 12, 2010. On April 16, 2010, the Cadifteed a previously entered stay of
discovery with respect to our remaining 32 fa@htsubject to the MDL Proceedings and ordered ahtiep to meet, confer, and report to the
Court any discovery agreements and disputed issitlein 45 days. On June 7, 2010, the Court issuschaduling order which set the close
of discovery for the remaining 32 facilities for 181, 2012. On September 22, 2010, the Court gilahi parties’ joint motion to stay
further proceedings in the MDL Proceedings, inahgdihe trial in the Williams case, in order to allthe parties an opportunity to explore
settlement. The plaintiffs subsequently filed aimmto lift the stay, and the Court granted thigiooon November 15, 2010. The parties
have reached a settlement agreement for the bgdiapdity (exclusive of attorneys’ fees) in theillams case, which was set for trial on
February 14, 2011. On January 21, 2011, the partigBed the court of their intention to file a tan for approval of the settlement
agreement and a motion to file the agreement uselr As part of the settlement, the parties ajgseatl to stay further MDL proceedings to
allow the parties to continue to explore settlentdrihe remaining lawsuits. On July 29, 2011, theips advised the court they would like
stay to remain in place as they continue to workaioth make progress toward settlement of the renmiaivsuits.

We have pending twelve separate wage and houmadtiwolving Tyson Fresh Meats Inc.’s plants loddteLexington, Nebraska (Lopez, et
al. v. Tyson Foods, Inc., D. Nebraska, June 306p@Barden City and Emporia, Kansas (Garcia, et.alyson Foods, Inc., Tyson Fresh
Meats, Inc., D. Kansas, May 15, 2006), Storm Lagea (Bouaphakeo (f/k/a Sharp), et al. v. Tysond=dnc., N.D. lowa, February 6,
2007), Columbus Junction, lowa (Guyton (f/k/a Raloim), et al. v. Tyson Foods, Inc., d.b.a TysonlirMsats, Inc., S.D. lowa,

September 12, 2007), Joslin, Illinois (Murray, ketvaTyson Foods, Inc., C.D. lllinois, January2®08; and DeVoss v. Tyson Foods, Inc.
d.b.a. Tyson Fresh Meats, C.D. lllinois, March @12), Dakota City, Nebraska (Gomez, et al. v. TySoads, Inc., D. Nebraska, January 16,
2008), Madison, Nebraska (Acosta, et al. v TysoodspInc. d.b.a Tyson Fresh Meats, Inc., D.
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Nebraska, February 29, 2008), Perry and Watertmoa l(Edwards, et al. v. Tyson Foods, Inc. d.b.aomyBresh Meats, Inc., S.D. low

March 20, 2008); Council Bluffs, lowa (Maxwell (f&Salazar), et al. v. Tyson Foods, Inc. d.b.aomy&Eresh Meats, Inc., S.D. lowa,

April 29, 2008); Logansport, Indiana (Carter, ebalTyson Foods, Inc. and Tyson Fresh Meats, M®, Indiana, April 29, 2008); and
Goodlettsville, Tennessee (Abadeer v. Tyson Foods, and Tyson Fresh Meats, Inc., M.D. Tennessebruary 6, 2009). The actions allege
we failed to pay employees for all hours worked)uding overtime compensation for the time it tat@shange into protective work
uniforms, safety equipment and other sanitary aotkeptive clothing worn by employees, and for wagkio and from the changing area, w
areas and break areas in violation of the FLSAaradogous state laws. The plaintiffs seek back widgriidated damages, pre- and post-
judgment interest, attorne’ fees and costs. Each case is proceeding inritdjation.

« After atrial in the Garcia case, a jury verdicfawor of the plaintiffs was entered on March 1012, with respect to the Garden
City, Kansas facility. Exclusive of pre- and postigment interest, attorneyfges and costs, the jury found violations of fetlara
state laws for pre- and post-shift work activittesl awarded damages in the amount of $503,01leateply. Plaintiffs’ counsel
has filed an application for attorneys’ fees andemses in the amount of $3,475,422. We intend ntest the application and are
currently evaluating our appeal optio

* Ajury trial was held in the Lopez case, which itwaal the Lexington, NE beef plant, and resulted jory verdict in favor of
Tyson. Judgment was entered and the complaint isassbed with prejudice, on May 26, 2011. Plaistiffed an appeal with the
Eighth Circuit Court of Appeals, on June 16, 2C

» The Bouaphakeo, Guyton, Gomez and Acosta casexlaeeluled for trials on September 7, 2011, Aprd®,2, June 11, 2012,
and July 16, 2012, respective

We have pending one wage and hour action involeimgTyson Prepared Foods plant located in Jeffenbésconsin (Weissman, et al. v.
Tyson Prepared Foods, Inc., Jefferson County (Wisicd Circuit Court, October 20, 2010). The pldfstallege that employees should be
paid for the time it takes to engage in pre- anst4sbift activities such as changing into and duirotective and sanitary clothing and the
associated time it takes to walk to and from thirkstations post-donning and pre-doffing of préitecand sanitary clothing. Six named
plaintiffs seek to act as state law class repraesieet on behalf of all current and former empleyato were allegedly not paid for time
worked and seek back wages, liquidated damagesapdepost-judgment interest, and attorneys’ feescasts. On May 16, 2011, Plaintiffs
filed a motion to certify a state law class offaurly employees who have worked at the Jefferdamt from October 20, 2008, to the pres

On June 19, 2005, the Attorney General and theeSmgrof the Environment of the State of Oklahoiteifa complaint in the U.S. District
Court for the Northern District of Oklahoma agaiost three of our subsidiaries and six other pputitegrators. This complaint was
subsequently amended. As amended, the complamtsissnumber of state and federal causes of acttuding, but not limited to, counts
under Comprehensive Environmental Response, Corapiensand Liability Act (CERCLA), Resource Consatien and Recovery Act
(RCRA), and state-law public nuisance theories. dinended complaint asserts that defendants araircedntract growers who are not
named in the amended complaint polluted the susfaters, groundwater and associated drinking vatpplies of the lllinois River
Watershed (IRW) through the land application oflgguitter. Oklahoma asserts that this allegedyt@n has also caused extensive injury to
the environment (including soils and sedimentshefIRW and that the defendants have been unjastighed. Oklahoma’s claims cover the
entire IRW, which encompasses more than one millitnes of land and the natural resources (incluldikgs and waterways) contained
therein. Oklahoma seeks wide-ranging relief, intigdnjunctive relief, compensatory damages in egaaf $800 million, an unspecified
amount in punitive damages and attorneys’ feesaw¢ethe other defendants have denied liabilityeraisd various defenses, and filed a third-
party complaint that asserts claims against otkesgns and entities whose activities may have itariéd to the pollution alleged in the
amended complaint. The district court has stayede®dings on the third party complaint pendingltgsm of Oklahomas claims against tt
defendants. On October 31, 2008, the defendaet$ dilmotion to dismiss for failure to join the Gilare Nation as a required party or, in the
alternative, for judgment as a matter of law bam@the plaintiffs’ lack of standing. This motion svgranted in part and denied in part on
July 22, 2009. In its ruling, the district coursdiissed Oklahoma’claims for cost recovery and for natural rescai@mages under CERCI
and for unjust enrichment under Oklahoma common Tavis ruling also narrowed the scope of Oklahomeraining claims by dismissing
all damage claims under its causes of action fdal@kma common law nuisance, federal common lawanmgis, and Oklahoma common law
trespass, leaving only its claims for injunctivéeaffor trial. On August 18, 2009, the Court graditpartial summary judgment in favor of the
defendants on Oklahoma'’s claims for violationshaf ©klahoma Registered Poultry Feeding Operatiants@klahoma later voluntarily
dismissed the remainder of this claim. On Septer@b2009, the Cherokee Nation filed a motion teimene in the lawsuit. Their motion to
intervene was denied on September 15, 2009, and the
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Cherokee Nation filed a notice of appeal of théihguin the Tenth Circuit Court of Appeals on Sepheer 17, 2009. A non-jury trial of the
case began on September 24, 2009. At the clos&lah@ma’s case-in-chief, the Court granted the migdiats’ motions to dismiss claims
based on RCRA, nuisance per se, and health rikkedeo bacteria. The defense rested its casammdy 13, 2010, and closing arguments
were held on February 11, 2010. On September 210,2Be Court of Appeals affirmed the district disidenial of the Cherokee Nation’s
motion to intervene. On October 6, 2010 the Chezdkation and the State of Oklahoma filed a petifamrehearing oen banaeview
seeking reconsideration of this ruling. The CodirAppeals denied this petition.

On May 8, 2008, a lawsuit was filed against the @any and two of our employees in the District CaificCurtain County, Oklahoma
styled Armstrong, et al. v. Tyson Foods, Inc.,lefthe Armstrong Case). The lawsuit was broughalgyoup of 52 poultry growers who
allege that certain of our live production practice Oklahoma constitute fraudulent inducementdrainjust enrichment, negligence, gross
negligence, unconscionability, violations of thel@ioma Business Sales Act, Deceptive Trade Pradttations, violations of the Consurnr
Protection Act, and conversion, as well as otheoties of recovery. The plaintiffs sought damagesn unspecified amount. On October 30,
2009, 20 additional growers represented by the sdtomey filed a lawsuit against us in the samgtcasserting the same or similar claims,
which is styled Clardy, et al. v. Tyson Foods, Jmt.al. (the Clardy Case). In both of these casehave denied all allegations of wrongdo

In June 2009, the plaintiffs in the Armstrong cessguested an expedited trial date for a smallenaf plaintiffs they claimed were facing
imminent financial peril. The Court ultimately seed a group of 10 plaintiffs from the Armstrong €aand a trial began on March 15, 2010.
There were numerous irregularities and rulingsrduthe trial which we believe to have been legaityneous and highly prejudicial to our
right to a fair trial. On April 1, 2010, the jurgturned a verdict against us and one of our empkyend on April 2, 2010, the jury returned a
punitive damages verdict against us. After a dispatused by inconsistencies between the multipliictdforms completed by the jury and
apparent confusion by the jury as to how to conepllebse verdict forms, the Court entered a findgjjnent in the amount of $8,655,735.
Subsequent to the trial, the presiding judge dibfied from the cases and the Oklahoma Supreme tGaapointed a new judge to the cases.
The Company filed post-trial motions challenging trerdict. Those motions were denied. The Compasyappealed the verdict to the
Oklahoma Supreme Court. We filed a motion withttiied court to change venue from McCurtain Countytiee grounds that the numerous
irregularities that occurred during the trial, ctagbwith the attendant publicity, resulted in commityi bias which would prevent the Company
from receiving a fair trial in McCurtain County. &lrial court granted this motion and the case béltransferred to Choctaw County,
Oklahoma. We filed another motion, which the tdalrt also granted, to stay all future trials af thaims of the plaintiffs in the Armstrong
Case and the Clardy Case pending the outcome afpibreal of the first trial. We also filed a motimnsever all of the plaintiffs’ claims into
individual cases, which was heard on January 280 20his motion was denied, but the Court took uradlrisement the sizes and groupings
of plaintiffs in future trials. We believe numeroasd substantial legal errors were made by thetGhwing the trial and that a review of and
guidance on these issues by the appellate could bawe a substantial impact on the outcome ofréutials in the Armstrong Case and the
Clardy Case.

NOTE 12: INCOME TAXES

The effective tax rate was 28.7% and 38.8% fotthirel quarter of fiscal years 2011 and 2010, respely. The effective tax rate was 32.8%
and 36.7% for the nine months of fiscal years 284d 2010, respectively. The effective tax ratetlierthird quarter and nine months of fiscal
2011 was impacted by such items as state incones,téosses in foreign jurisdictions and relatediaabn allowances, the domestic
production deduction, general business creditsaajustments to reserves for uncertain tax positituesto domestic and foreign tax audit
activities. The adjustment to reserves for foraigoertain tax positions resulted in a $21 millieduction to income tax expense, which
reduced the effective tax rate by 7.8% and 2.2%Hherthird quarter and nine months of fiscal 20&%$pectively.

Unrecognized tax benefits were $166 million and4sd8llion at July 2, 2011, and October 2, 2010pessively. The decrease occurring in
the third quarter is mostly the result of an IR8iaitesolution and related payment and foreignatadit activities. The amount of
unrecognized tax benefits, if recognized, that wandpact our effective tax rate was $145 milliom &150 million at July 2, 2011, and
October 2, 2010, respectively.

We classify interest and penalties on unrecogniaedyenefits as income tax expense. At July 2, 28ad October 2, 2010, before tax
benefits, we had $57 million and $64 million, respeely, of accrued interest and penalties on upgezed tax benefits.

We are subject to income tax examinations for fe&eral income taxes for fiscal years 1998 throR@h0, excluding fiscal years 2001 and
2002. We are also subject to income tax examingtionforeign and state income taxes for fiscakg@®01 through 2010. Within the next
twelve months, it is reasonably possible that taditaresolutions could significantly increase ocamse unrecognized tax benefits either
because tax positions are sustained on audit @ulseove agree to their disallowance; however,ahge of the possible change cannot be
reasonably estimated at this time.
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NOTE 13: EARNINGS PER SHARE
The following table sets forth the computation asiz and diluted earnings per share (in milliomsept per share data):

Three Months Ended Nine Months Ended
July 2, 201! July 3, 201( July 2, 201 July 3, 20(
Numerator:
Net income $ 18¢ $ 24z $ 63¢ $ 557
Less: Net loss attributable to noncontrolling iete (8) (@) (15) (10
Net income attributable to Tys« 19¢€ 24¢ 653 567
Less Dividends
Class A ($0.040/share/quart 12 12 37 37
Class B ($0.036/share/quart 3 3 8
Undistributed earning $ 181 $ 23¢ $ 60¢ $ 52z
Class A undistributed earnin $ 15C $ 19z $ 504 $ 43z
Class B undistributed earnin 31 40 104 a0
Total undistributed earning $ 181 $ 23t $ 60¢ $ 52z
Denominator
Denominator for basic earnings per shi
Class A weighted average sha 304 304 30t 303
Class B weighted average shares, and shares unediér t
converted method for diluted earnings per sl 70 70 70 70
Effect of dilutive securities
Stock options and restricted stc 6 6 6 5
Convertible 2013 Note 3 2 1 1
Denominator for diluted earnings per share — adflisteighted
average shares and assumed conver: 383 382 382 37¢

Net Income Per Share Attributable to Tys

Class A Basic $ 0.5 $ 0.6 $ 17 $ 1.5t
Class B Basi $ 0.4¢ $ 0.61 $ 1.6C $ 1.3¢
Diluted $ 0.51 $ 0.6f $ 171 $  1.4¢

Approximately 4 million of our stock-based compeimashares were antidilutive for both the thred aime months ended July 2, 2011,
respectively, and approximately 1 million and 6limil of our stockbased compensation shares were antidilutive fothitee and nine montl
ended July 3, 2010, respectively. These sharesnatri@cluded in the dilutive earnings per shardewdation.

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

We allocate undistributed earnings based uponoaDIStratio per share to Class A stock and Clas®ek, respectively. We allocate
undistributed earnings based on this ratio duagimiical dividend patterns, voting control of a3 stockholders and contractual limitations
of dividends to Class B stock.
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NOTE 14: COMPREHENSIVE INCOME

The components of comprehensive income are asvsl{m millions):

Net income
Other comprehensive income (loss), net of
Net hedging unrealized (gain) loss reclassifiedamings
Net hedging unrealized gain (los
Unrealized loss on investmer
Currency translation adjustme
Postretirement benefits reserve adjustments
Total comprehensive incon
Comprehensive loss attributable to noncontrollimegriest
Total comprehensive income attributable to Tyson

Three Months Ended

Nine Months Ended

July 2, 201 July 3, 201( July 2, 201 July 3, 20L(
$ 18¢ $ 242 $ 63¢ $ 557
©) 2 (20) 2
(19) 1 (1) (2
4) (2 (4) 4)

18 (11) 37 1

0 0 1 0

184 232 651 554

(8) (6) (1% (10

$ 19z $ 23€ $ 66€ $ 564

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

Income tax expense (benefi
Net hedging unrealized (gain) loss reclassifiedamings
Net hedging unrealized gain (los
Unrealized loss on investmer
Currency translation adjustme
Postretirement benefits reserve adjustments

Total income tax expense (benefit)

23

Three Months Ended

Nine Months Ended

July 2, 201: July 3, 201( July 2, 201! July 3, 201(
$ 2 $ 2 $ (11) $ 3
(9) 1 5 (1)

(2 ©) (2 (3)

(1) 1 D) 1

1 0 1 0

$ (19 $ 1 $ (8 $ 0
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NOTE 15: SEGMENT REPORTING
We operate in four segments: Chicken, Beef, PodkRrepared Foods. We measure segment profit aatogeincome (loss).

Chicken: Chicken operations include breeding and raisingkaris, as well as processing live chickens intshfrérozen and value-added
chicken products and logistics operations to maeelpcts through the supply chain. Products are etadkdomestically to food retailers,
foodservice distributors, restaurant operatorsltatains and noncommercial foodservice establisttgr®ich as schools, healthcare facilit
the military and other food processors, as wetbdaternational markets. It also includes salestfiallied products and our chicken breeding
stock subsidiary.

Beef: Beef operations include processing live fed caitid fabricating dressed beef carcasses into panthkub-primal meat cuts and case-
ready products. This segment also includes sabes &lied products such as hides and variety maateell as logistics operations to move
products through the supply chain. Products ar&keted domestically to food retailers, foodservigstributors, restaurant operators, hotel
chains and noncommercial foodservice establishnwris as schools, healthcare facilities, the mjlitand other food processors, as well
international markets. Allied products are markeatethanufacturers of pharmaceuticals and techpicalucts.

Pork: Pork operations include processing live market targsfabricating pork carcasses into primal andmirbal cuts and case-ready
products. This segment also includes our live swimmeip, related allied product processing actigiiad logistics operations to move prod
through the supply chain. Products are marketededtioally to food retailers, foodservice distritngtarestaurant operators, hotel chains and
noncommercial foodservice establishments suchtasots;, healthcare facilities, the military and atfaod processors, as well as to
international markets. We sell allied products hagmnaceutical and technical products manufactuasraell as a limited number of live
swine to pork processors.

Prepared Foods:Prepared Foods operations include manufacturingrearéieting frozen and refrigerated food products lagistics
operations to move products through the supplyrciRrioducts include pepperoni, bacon, beef and jpiada toppings, pizza crusts, flour and
corn tortilla products, appetizers, prepared meslsic foods, soups, sauces, side dishes, mdesdend processed meats. Products are
marketed domestically to food retailers, foodsexndistributors, restaurant operators, hotel chaimsnoncommercial foodservice
establishments such as schools, healthcare fesilithe military and other food processors, as agtb international markets.

The results from Dynamic Fuels are included in @the
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Information on segments and a reconciliation t@ine before income taxes are as follows (in milljons

Three Months Ended Nine Months Ended
July 2, 201! July 3, 201( July 2, 2012 July 3, 201(

Sales:

Chicken $ 2,80C $ 2,52i $ 8,15¢ $ 7,44:

Beef 3,61t 3,14¢ 10,03t 8,67(C

Pork 1,40¢ 1,24¢ 4,03( 3,29:

Prepared Fooc 804 758 2,38¢ 2,20(

Other 30 0 63 0

Intersegment Sales (310 (240 (810 (617)
Total Sales $ 8,24i $ 7,43¢ $ 23,86: $ 20,98¢
Operating Income

Chicken $ 28 $  18€(b) $ 24¢ $ 37&Db)

Beef 14C 17€ 35C 421

Pork 124 12F 447 25€

Prepared Fooc 30 22 89 114

Other (10 (2 (19 &)
Total Operating Incom 312 507 1,11: 1,16t
Total Other (Income) Expense 49 11%(c) 164(a) 285(c)
Income before Income Taxes $ 262 $ 39t $  94c¢ $ 88C

(@) Includes $11 million gain related to a sale ofiiagts in an equity method investme

(b) Includes $38 million gain from insurance proce¢

(¢) Includes $12 million charge related to the imp&nt of an equity method investment and $34 orilland $59 million, respectively, of
charges related to losses on notes repurchaseawydbe three and nine months ending July 3, 2

The Beef segment had sales of $107 million andridi®n in the third quarter of fiscal years 2011da2010, respectively, and sales of $208
million and $125 million in the nine months of fidg/ears 2011 and 2010, respectively, from traimaswith other operating segments of
Company. The Pork segment had sales of $203 méli@h$192 million in the third quarter of fiscalays 2011 and 2010, respectively, and
sales of $602 million and $492 million in the nmenths of fiscal years 2011 and 2010, respectifedyn transactions with other operating
segments of the Company. The aforementioned salesintersegment transactions, which were at mankegés, were included in the
segment sales in the above table.

NOTE 16: CONDENSED CONSOLIDATING FINANCIAL STATEMEN TS

Tyson Fresh Meats, Inc. (TFM Parent), our whollyred subsidiary, has fully and unconditionally gméead the 2016 Notes. TFM Parent
and substantially all of our wholly-owned domestitsidiaries have fully and unconditionally guaesat the 2014 Notes. The following
financial information presents condensed consafiddtnancial statements, which include Tyson Fodds. (TFI Parent); TFM Parent; the
other 2014 Notes’ guarantor subsidiaries (Guarahtmm a combined basis; the elimination entrieessary to reflect TFM Parent and the
Guarantors, which collectively represent the 20b4el’ total guarantor subsidiaries (2014 Guarajptorsa combined basis; the 2014 Notes’
non-guarantor subsidiaries (Non-Guarantors) omabomed basis; the elimination entries necessacptsolidate TFI Parent, the 2014
Guarantors and the Non-Guarantors; and Tyson Fdoclson a consolidated basis, and is providechastarnative to providing separate
financial statements for the guarantor(s).
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Condensed Consolidating Statement of Income fothttree months ended July 2, 2( in millions
2014 Guarantors
TFI TFM
Parent Parent Guarantors Eliminations Subtotal Non-Guarantors Eliminations Total
Sales $ 84 4817 $ 3294 $ (26€) $7,848 $ 39t % (77) $8,24i
Cost of Sales 24 4,52( 3,12¢ (26€) 7,38 38€ (77) 7,71€
Gross Profit 60 297 16t 0 462 9 0 531
Selling, General and Administrative 13 52 132 0 184 22 0 21¢
Operating Income (Los! 47 24k 33 0 27¢ (13 0 312
Other (Income) Expens
Interest expense, n @ 34 24 0 58 @ 0 56
Other, ne 1 0 (8) 0 (8) 0 0 @)
Equity in net earnings of
subsidiaries (170 (27) (1) 25 (13 (4) 187 0
Total Other (Income) Expense (170 7 5 25 37 (5) 187 49
Income (Loss) before Income Tax 217 23¢ 28 (25) 241 8) (187) 262
Income Tax Expense (Benefit) 21 66 6 0 72 (18) 0 75
Net Income (Loss 19€ 172 22 (25) 16¢ 10 (187 18¢
Less: Net Loss Attributable to
Noncontrolling Interes 0 0 0 0 0 (8) 0 (8)
Net Income (Loss) Attributable -
Tyson $19€¢ ¢ 172 % 22 3 (25 $ 16 $ 18 $ (187 $ 19¢
Condensed Consolidating Statement of Income fothttree months ended July 3, 2( in millions
2014 Guarantors
TFI TFM
Parent Parent Guarantors Eliminations Subtotal Non-Guarantors Eliminations Total
Sales $16€ $4,317 $ 3,08 $ (261) $7,14C $ 297 $ (165 $7,43¢
Cost of Sales 0 3,96¢ 2,86¢ (267 6,57¢ 27€ (165) 6,68¢
Gross Profit 16€ 34¢ 21€ 0 56& 21 0 752
Selling, General and Administrative 45 52 124 0 17¢ 24 0 24E
Operating Income (Los! 121 297 92 0 38¢ 3 0] 507
Other (Income) Expens
Interest expense, n 98 @ 5 0 4 4 0 98
Other, ne 14 1) 1 0 0 0 0 14
Equity in net earnings of
subsidiaries (247) (6) 1 5 0 (2) 24¢
Total Other (Income) Expense (135) (8 7 5 4 (6) 24¢ 112
Income (Loss) before Income Tax 25€ 30t 85 (5) 38t 3 (249) 39t
Income Tax Expense 8 10€ 28 0 13€ 9 0 158
Net Income (Loss 24¢ 197 57 (5) 24¢ (6) (249) 242
Less: Net Loss Attributable to
Noncontrolling Interes 0 0 0 0 0 (6) 0 (6)
Net Income (Loss) Attributable -
Tyson $24¢ ¢ 197 $ 57 $ 5 $ 24¢ % 0 $ (249 $ 24¢
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Condensed Consolidating Statement of Income fonihe months ended July 2, 20 in millions
2014 Guarantors
TFI TFM
Parent Parent Guarantors Eliminations Subtotal Non-Guarantors Eliminations Total
Sales $19¢ $13,75¢ $ 9,751 $ (771 $22,73¢ 3 1,10 $ (17€¢) $23,86:
Cost of Sales (27) 12,847 9,14« (777 21,22( 1,03i (176 22,05¢
Gross Profit 22¢ 912 607 0 1,51¢ 63 0 1,80¢
Selling, General and
Administrative 39 15¢ 43C 0 58¢ 67 0 69t
Operating Income (Los! 187 753 177 0 93C 4 0 1,11:
Other (Income) Expens
Interest expense, n (28) 117 95 0 212 5) 0 17¢
Other, ne (7) 0 (10 0 (10 2 0 (15)
Equity in net earnings of
subsidiaries (509 (78) (27) 69 (36) (10 54¢ 0
Total Other (Income) Expense (53¢ 39 58 69 16€ (13) 54¢ 164
Income (Loss) before Income
Taxes 72t 714 11¢ (69) 764 9 (549 94¢
Income Tax Expense (Benefit) 72 212 29 0 241 (2) 0 311
Net Income (Loss 652 502 90 (69) 528 11 (549 63¢
Less: Net Loss Attributable to
Noncontrolling Interes 0 0 0 0 0 (15) 0 (15)
Net Income (Loss) Attributable -
Tyson $65¢ $ 502 $ NV 3% 69 $ 52: 3 26 $ (549 $ 658
Condensed Consolidating Statement of Income fonihe months ended July 3, 20 in millions
2014 Guarantors
TFI TFM
Parent Parent Guarantors Eliminations Subtotal Non-Guarantors Eliminations Total
Sales $387 $11,74¢ $ 9,07C $ (6849 $20,13: $ 852 $ (384 $20,98¢
Cost of Sales (6) 10,95: 8,46¢ (684) 18,73: 801 (384) 19,14«
Gross Profit 398 79t 60€ 0 1,401 51 0 1,84¢
Selling, General and
Administrative 98 14C 37¢ 0 51¢ 63 0 68C
Operating Income (Los! 29t 65& 227 0 882 (12 0 1,16t
Other (Income) Expens
Interest expense, n 26€ 2 13 0 15 (12 0 271
Other, ne 22 0 (6) 0 (6) 2 0 14
Equity in net earnings of
subsidiaries (570 (39 17 23 6 (12 57€ 0
Total Other (Income) Expense (280) (32 24 23 15 (26) 57¢€ 28k
Income (Loss) before Income
Taxes 57& 687 208 (29 867 14 (57€) 88C
Income Tax Expense 8 22E 66 0 291 24 0 323
Net Income (Loss 567 462 137 (29 57€ (20 (57€) 557
Less: Net Loss Attributable to
Noncontrolling Interes 0 0 0 0 0 (10 0 (10
Net Income (Loss) Attributable -
Tyson $567 $ 46z $ 137 $ 23y $ 57¢ $ 0 $ (576 $ 567
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Condensed Consolidating Balance Sheet as of JA912, in millions
2014 Guarantors
TFI TFM
Parent Parent Guarantors Eliminations Subtotal Non-Guarantors Eliminations Total

Assets
Current Assets

Cash and cash equivalel $ 1 $ 1 $ 78 $ 0O $ 787 $ 19§ 0 $ 981

Accounts receivable, n 2 2,37¢ 4,151 0 6,52¢ 17t (5,372 1,33¢

Inventories, ne 7 90z 1,57¢ 0 2,47¢ 22¢ 0 2,711

Other current assets 38 39 45 (26) 58 59 (9 14€
Total Current Asset 48  3,32( 6,55¢ (26) 9,85z 653 (5,38)) 5,172
Net Property, Plant and Equipme¢ 37 877 2,321 0 3,19¢ 567 0 3,80z
Goodwill 0 881 967 0 1,84¢ 47 0 1,89t
Intangible Asset 0 33 50 0 83 75 0 15¢
Other Asset: 2,27: 21¢ 14¢ 0 36€ 29¢ (2,475 461
Investment in Subsidiaries 11,29: 1,89¢ 67€ (1,71%) 86( 31¢ (12,470 0
Total Assets $13,64¢ $7,22¢ $ 10,72( $ (1,74) $16,200 $ 1,95¢ $ (20,32¢) $11,48¢
Liabilities and Shareholders Equity
Current Liabilities:

Current deb $ 297 $ 0 $ 0 $ 0 $ 0 $ 65 $ 0 $ 362

Accounts payabl 5 50¢ 594 0 1,102 85 0 1,19:

Other current liabilities 5,38¢ 202 402 (26) 57¢ 624 (5,38)) 1,20¢
Total Current Liabilities 5,68¢ 712 99¢ (26) 1,68 774 (5,38)) 2,761
Long-Term Debit 1,964 1,42( 91€ 0 2,33¢ 13C (2,33¢6) 2,094
Deferred Income Taxe 18 11& 247 0 362 13 0 393
Other Liabilities 23C 13¢ 19C 0 32¢ 37 (139 457
Redeemable Noncontrolling Intert 0 0 0 0 0 0 0 0
Total Tyson Shareholde Equity 5751 4,84 8,371 (1,715  11,49¢ 972 (12,470 5,752
Noncontrolling Interes 0 0 0 0 0 31 0 31
Total Shareholders’ Equity 5,751 4,84 8,371 (1,715  11,49¢ 1,004 (12,470 5,78:
Total Liabilities and ShareholderSquity $13,64¢ $7,22¢ $ 10,72( $ (1,74]) $16,200 $ 1,95¢ $ (20,326 $11,48¢

28



Table of Contents

Condensed Consolidating Balance Sheet as of Octa&x1C in millions
2014 Guarantors
TFI TFM
Parent Parent Guarantors Eliminations Subtotal Non-Guarantors Eliminations Total

Assets
Current Assets

Cash and cash equivalel $ 2 $ 2 $ 731 % 0 $ 73 % 24 $ 0 $ 97¢

Accounts receivable, n 0 2,38¢ 4,67( 0 7,05¢ 13z (5,999 1,19¢

Inventories, ne 0 734 1,361 0 2,09t 17¢ 0 2,27¢

Other current assets 43 49 27 (9 67 95 (37 16€
Total Current Asset 45  3,17¢ 6,78¢ 9 9,95¢ 64¢ (6,030 4,61¢
Net Property, Plant and Equipme¢ 39 87C 2,251 0 3,121 50¢ 0 3,67¢
Goodwill 0 88C 967 0 1,847 46 0 1,89:
Intangible Asset 0 37 53 0 a0 76 0 16€
Other Asset: 2,80¢ 101 61 0 162 29t (2,860) 401
Investment in Subsidiaries 10,77¢ 1,78t 631 (1,607%) 80¢ 307 (11,897 0
Total Assets $13,66¢ $6,847 $ 10,75¢ $ (1,616 $1598¢ $ 1,881 $ (20,787 $10,75:
Liabilities and Shareholders Equity
Current Liabilities:

Current deb $ 317 $ 0 $ 0 $ 0 $ 0 $ 84 3 0 $ 401

Accounts payabl 16 421 60¢ 0 1,02¢ 65 0 1,11(C

Other current liabilities 6,04 16€ 33E (9 494 52€ (6,030 1,03¢
Total Current Liabilities 6,371 58¢ 943 9 1,52 67% (6,030 2,54¢
Long-Term Debit 2,011 1,63¢ 1,22¢ 0 2,86¢ 11¢ (2,860) 2,13t
Deferred Income Taxe 0 10= 204 0 30¢ 12 0 321
Other Liabilities 11C 14¢ 17¢ 0 327 49 0 48€
Redeemable Noncontrolling Intert 0 0 0 0 0 64 0 64
Total Tyson Shareholde Equity 5,16¢ 4,367 8,20¢ (1,607 10,96 92¢ (11,897 5,16¢
Noncontrolling Interes 0 0 0 0 0 35 0 35
Total Shareholders’ Equity 516€ 4,367 8,20¢ (1,607 10,96« 962 (11,897 5,201
Total Liabilities and Shareholdersquity $13,66¢ $6,847 $ 10,75¢ $ (1,61€) $15,98¢ $ 1,881 $ (20,787 $10,75:
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Condensed Consolidating Statement of Cash Flowshé&nine months ended July 2, 2( in millions
2014 Guarantors
TFI TFM
Parent Parent  Guarantors  Eliminations  Subtotal = Non-Guarantors  Eliminations Total
Cash Provided by (Used for) Operating
Activities $16E $47¢ % 84 $ 0 $ 565 $ 26) $ (20) $ 68¢€
Cash Flows from Investing Activitie
Additions to property, plant and equipm 0 (84) (31¢€) 0 (400 (69) 0 (469
Purchases of marketable securities, 0 (58 (22) 0 (79 0 0 (79
Proceeds from notes receiva 0 0 0 0 0 51 0 51
Other, net 22 0 8 0 8 (4 0 26
Cash Provided by (Used for) Investing Activit 22 (142 (329) 0 (4717) (22) 0 (477)
Cash Flows from Financing Activitie
Net change in del (96) (6) 0 0 (6) (12 0 (119
Change in restricted ca 0 0 0 0 0 0 0 0
Purchases of Tyson Class A common
stock (110 0 0 0 0 0 0 (110
Dividends (45) 0 0 0 0 (20) 20 (45)
Other, ne’ 45 0 0 0 0 7 0 52
Net change in intercompany balances 14 (332 30C 0 (32 18 0 0
Cash Provided by (Used for) Financing
Activities (192) (339 30C 0 (39 () 20 (2179)
Effect of Exchange Rate Change on Cash 0 0 0 0 0 5 0 5
Increase (Decrease) in Cash and Cash
Equivalents D D 55 0 54 (50) 0 3
Cash and Cash Equivalents at Beginning of ' 2 2 731 0 733 243 0 97¢
Cash and Cash Equivalentsat Endof Period $ 1 $ 1 $ 78¢ $ 0 $ 787 $ 19¢ $ 0 $ 981
Condensed Consolidating Statement of Cash Flowghé&nine months ended July 3, 2( in millions
2014 Guarantors
TFI TFM
Parent Parent  Guarantors  Eliminations  Subtotal = Non-Guarantors  Eliminations Total
Cash Provided by (Used for) Operating
Activities $31E $377 $ 424 % 0 $801 $ 33 $ 0 $1,08:
Cash Flows from Investing Activitie
Additions to property, plant and equipm 3 (53 (233) 0 (28€) (115) 0 (409
Purchases of marketable securities, 0 0 0 0 0 (5) 0 (5)
Proceeds from notes receiva 0 0 0 0 0 0 0 0]
Other, net (D (2) 20 0 18 28 0 45
Cash Used for Investing Activities (4) (55) (213) 0 (26¢) (92 0 (369
Cash Flows from Financing Activitie
Net change in del (82¢) (15%) 0 0 (15%) 8 0 (97¢€)
Change in restricted ca 0 0 14C 0 14C 0 0 14C
Purchases of Tyson Class A common
stock 42 0 0 0 0 0 0 42
Dividends (44) 0 0 0 0 0 0 (44)
Other, ne 28 0 D 0 Q) 5 0 32
Net change in intercompany balances 57€ (16E) (46€) 0 (631) 55 0 0
Cash Provided by (Used for) Financing
Activities (311) (320 (327) 0 (647) 68 0 (890
Effect of Exchange Rate Change on Cash 0 0 0 0 0 1 0 1
Increase (Decrease) in Cash and Cash
Equivalents 0 2 (11¢) 0 (119 (56) 0 (70
Cash and Cash Equivalents at Beginning of ' 0 0 78€ 0 78€ 21€ 0 1,004
Cash and Cash EquivalentsatEnd of Period $ 0 $ 2 $ 672 $ 0 $674 $ 16C $ 0 $ 834
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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
RESULTS OF OPERATIONS
Description of the Company

We are one of the world’s largest meat protein canigs and the second-largest food production coynipatine Fortune 500with one of the
most recognized brand names in the food industey pvéduce, distribute and market chicken, beek,gmepared foods and related allied
products. Our operations are conducted in four sedgsn Chicken, Beef, Pork and Prepared Foods. $6me key factors influencing our
business are customer demand for our productsltitiey to maintain and grow relationships with tareers and introduce new and
innovative products to the marketplace; accessilili international markets; market prices for puwducts; the cost of live cattle and hogs,
raw materials and grain; and operating efficienofesur facilities.

Overview

* General — As a result of improved internal perfano®in all segments, strong exports and favoralalket conditions in our Beef
and Pork segment, our operating results remaimedgstn the third quarter of fiscal 201

. We continue to focus on maximizing our margins tigto margin management and operational efficiengyravements.
Margin management improvements occurred in thesas€mix, export sales, price optimization and eafdded products
initiatives. The operational efficiencies occuriedhe areas of yields, cost reduction, labor manzant and logistics cost
optimization.

. Market environment — Strong demand and exporteérBeef and Pork segments created a favorablexgrézivironment.
While our Chicken segment remained profitable, veeerchallenged by increased grain and feed ingned@sts as well
excess supplies, which made it difficult to pasmglthe increased input costs. We attempt to balaoc supply with
customer demand and in the third quarter we cudymrtion after customer demand fell short of expemta. However, the
impact of the production cuts on sales volumes matlbe realized until our fourth quart

e Our total operating margins were 3.8% in the tlgjnarter of fiscal 2011. The following is a summafyoperating margins by
segment

. Chicken—1.0%

. Beef-4.0%

. Pork-8.8%

. Prepared Fooc- 3.7%

« Debt and Liquidity — During the first nine monthfsfigcal 2011, we generated $686 million of opergtcash flows. Additionally,
in the third quarter, we repurchased, as part opoeviously announced share repurchase prograimilion shares of our stock
for $80 million. At July 2, 2011, we had approximigt$1.8 billion of liquidity, which includes avaibility under our credit facility
and $981 million of cash and cash equivale

in millions, except per share data Three Months Ended Nine Months Ended
July 2, July 3, July 2, July 3,
2011 2010 2011 2010
Net income attributable to Tys« $ 19¢ $ 24¢ $ 65: $ 567
Net income attributable to Tys« per diluted shar 0.51 0.6t 1.71 1.4¢

Third quarter and nine months of fiscal 2011—- Net income attributable to Tyson included théofwing item:
» $21 million reduction to income tax expense reldted reversal of reserves for foreign uncertainpiasitions.

Nine months of fiscal 2011 Net income attributable to Tyson included théofwing item:
* $11 million gain related to a sale of interestsrireguity method investmer

Third quarter and nine months of fiscal 2010- Net income attributable to Tyson included théofwing items:
»  $38 million gain from insurance procee:

*  $34 million and $59 million in charges related tsdes on notes repurchased during the third quamtenine months, respective
and

» $12 million charge related to the impairment of gnigy method investmen
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Outlook

In the fourth quarter of fiscal 2011, we do noteatpa significant change in the fundamentals ofBeef, Pork and Prepared Foods
businesses. For Chicken, we expect weak markehgréonditions to continue as a result of an imbedaof available supply relative to
customer demand. Current USDA data indicates retlbogler egg sets and placements in the fourtiitquaf fiscal 2011. However, we do
not expect to see a meaningful impact of the redigc@ply in our results until late in our fourthagiter of fiscal 2011 and continuing into
fiscal 2012. Because of these factors, we expacCbicken segment will likely experience a losstfog fourth quarter of fiscal 2011.

Our operational improvements and lower intereseesp will continue to benefit us as we finish fi2@l1 and head into fiscal 2012. In
fiscal 2012, USDA data indicates overall domestamgin (chicken, beef, pork and turkey) product®expected to slightly decrease. Bec:
exports are likely to remain strong, we forecasltdomestic availability of protein to be downgsifly compared to fiscal 2011, which should
continue to support pricing. The following is a suary of the fiscal 2012 outlook for each of ourreegts, as well as an outlook on sales,
capital expenditures, net interest expense, debshare repurchases:

Chicken— For fiscal 2012, we expect industry productioli deécrease slightly from fiscal 2011 levels, whitiould gradually
improve market pricing conditions. Current futupeies indicate higher grain costs in fiscal 20@thpared to fiscal 2011. We
expect to offset a portion of the increased grastswith operational, pricing and mix improveme

Beef— We expect to see a gradual reduction in fedecattpplies of 1-2% in fiscal 2012 as well as exptotremain strong as
compared to fiscal 2011. Despite reduced domestidaility, we expect adequate supplies in theaeg we operate our plants.
Based on these factors, we expect the strong fuaniais in our Beef business to continue in fis€dl2

Pork— We expect hog supplies in fiscal 2012 to be conigar fiscal 2011 and to be adequate in the regionvhich we operat
We expect pork exports to remain strong in fis€dl2 Additionally, we increased the normalized efay the Pork segment to 6—
8%.

Prepared Foods Based on analysts’ estimates, raw material eaditikely increase in fiscal 2012. We expect ogéonal
improvements and increased pricing to offset thelyiincrease in raw material costs. Because mépyiosales contracts are
formula based or shorter-term in nature, we ar&@jfy able to offset rising input costs througleri@ased pricing. However, there
is a lag time for price increases to take eff

Sales— We expect fiscal 2011 sales to exceed $32 billiostiy due to price increases associated with #iegiraw material cost

Capital Expenditures We expect fiscal 2011 capital expenditures tafgeroximately $650 million. While this is down froour
previous estimate, the anticipated projects alleostijoing, but were not able to be completed $cdl 2011 as previously expect
Our preliminary capital expenditures plan for fis2@12 is similar to fiscal 201

Net Interest Expens— We expect fiscal 2011 net interest expense witpproximately $235 million. Based on our curetit
levels, we expect fiscal 2012 net interest expevibde approximately $200 million, down $35 milliccompared to fiscal 201

Debt— We will continue to use our available cash tairepase notes when available at attractive ratfter #ve retire our 8.25%
Notes due October 1, 2011, of which the balance$28% million at July 2, 2011, we have no significenaturities of debt comir
due over the next two fiscal years (2012-2013).pMd@ to retire these notes with current cash oml fzend/or cash flows from
operations

Share RepurchasesWe expect to continue repurchasing shares undgsreviously announced share repurchase planf As o
July 2, 2011, 18.1 million shares remain authorimedepurchases. The timing and extent to whichrepairchase shares will
depend upon, among other things, market conditiangdity targets, our debt obligations and regoitg requirements
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Summary of Results

Sales

in millions Three Months Ended Nine Months Ended
July 2, July 3, July 2, July 3,

2011 2010 2011 2010

Sales $8,241 $7,43¢ $23,86: $20,98¢

Change in sales volun (1.9% 2.1%

Change in average sales pr 12.2% 11.4%

Sales growtt 10.% 13.7%

Third quarter — Fiscal 2011 vs Fiscal 2010
» Average Sales Price Sales were positively impacted by higher avesades prices in all segments, which accountedrfor a

increase of $863 million. The increase in averadessprices was mostly due to price increases egsdavith rising raw material

Ccosts.
» Sales Volume- Sales were lower as a result of reduced salesneln the Beef and Prepared Foods segments, wabadunted

for a decrease of $67 million. This was partialliset by $51 million attributed to increased salekime in the Chicken and Pork

segments

Nine months — Fiscal 2011 vs Fiscal 2010

» Average Sales Price Sales were positively impacted by higher avesades prices in all segments, which accountedrfor a
increase of approximately $2.5 billion. The inceeasaverage sales prices were mostly due to prazeases associated with
rising raw material cost:

» Sales Volume- Sales were also positively impacted by higher sadisme in the Chicken and Pork segments, whiclhated fo
an increase of $534 million. This was partiallyseff by $92 million attributed to decreased salésme in the Beef and Prepared

Foods segment

Cost of Sales

in millions Three Months Ended Nine Months Ended
July 2, July 3, July 2, July 3,
2011 2010 2011 2010
Cost of sales $7,71¢ $6,68¢ $22,05¢ $19,14¢
Gross profit $ 531 $ 752 $ 1,80¢ $ 1,84
Cost of sales as a percentage of s 93.6% 89.%% 92.4% 91.2%

Third quarter — Fiscal 2011 vs Fiscal 2010

» Cost of sales increased $1.0 billion. Higher inggt per pound increased cost of sales approxiyn$ie0 billion, while lower
sales volume decreased cost of sales $45 mi

. Increase in live cattle and hog costs of approxétyeb535 million.
. Increase in grain and feed ingredients costs irCtiieken segment of approximately $250 milli
. Increase in raw material costs in our Prepared §sedment of approximately $60 millic

Nine months — Fiscal 2011 vs Fiscal 2010

» Cost of sales increased $2.9 billion. Higher inggt per pound increased cost of sales approxiyn$eb billion, while higher
sales volume increased cost of sales $388 mil

. Increase in live cattle and hog costs of approxafyabl.6 billion.
. Increase in grain and feed ingredients costs irCtiieken segment of approximately $395 milli
. Increase in raw material costs in our Prepared §sedment of approximately $209 millic

. Decrease due to net gains of $72 million in theemmonths of fiscal 2011, as compared to net losk$4 million in the
nine months of fiscal 2010, from our commodity neknagement activities related to grain and enpugghases, and
excludes the impact from related physical purchasesactions which impact current and future pedpdrating results
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Selling, General and Administrative

in millions Three Months Ended Nine Months Ended
July 2, July 3, July 2, July 3,
2011 2010 2011 2010

Selling, general and administrative expense $ 21¢ $ 24t $ 69t $ 68C

As a percentage of sal 2. 7% 3.2% 2.% 3.2%

Third quarter — Fiscal 2011 vs Fiscal 2010
» Decrease of $14 million related to incentive arldry-based compensatio
» Decrease of $6 million related to advertising, cdssions, professional fees and sales promot

Nine months — Fiscal 2011 vs Fiscal 2010
* Increase of $18 million related to incentive ankhus-based compensatic
* Increase of $7 million related to advertising, cossions, and sales promotiol
» Decrease of $10 million related to bad debt expanskeprofessional fee

Interest Expense

in millions Three Months Ended Nine Months Ended
July 2, July 3, July 2, July 3,

2011 2010 2011 2010
Cash interest expense $ 48 $ 58 $ 147 $ 194
Losses on notes repurcha 1 34 7 59
Non-cash interest expen 9 10 33 29
Total Interest Expens $ 58 $ 10z $ 187 $ 282

Third quarter — Fiscal 2011 vs Fiscal 2010

» Cash interest expense includes interest expereteddb the coupon rates for senior notes and coment/letter of credit fees
incurred on our revolving credit facilities. Thecdease is due primarily to lower average weeklebtddness of approximately
10%.

» Losses on notes repurchased during the third quastal 2010 includes the amount paid exceediegdalece value, which primari
includes the repurchases of the 2011 Notes an.8%86 Notes due April 2016 (2016 Note

* Non-cash interest expense primarily includes intergsted to the amortization of debt issuance castisdiscounts/premiums on
note issuances. This includes debt issuance casigéd on our revolving credit facility, the 10.58énior Notes due 2014 (2014
Notes), as well as the accretion of the debt diston the 3.25% Convertible Senior Notes due 2@03% Notes) and 2014 Nott

Nine months — Fiscal 2011 vs Fiscal 2010

e Cash interest expense includes interest experatedeb the coupon rates for senior notes and comant/letter of credit fees
incurred on our revolving credit facilities. Thectease is due primarily to lower average weeklebiddness of approximately
19%.

* Losses on notes repurchased during the nine mentted July 3, 2010, includes the amount paid excgede face value, which
primarily includes the repurchases of the 2011 Blated the 2016 Note

* Non-cash interest expense primarily includes intenested to the amortization of debt issuance castisdiscounts/premiums on
note issuances. This includes debt issuance eustieréd on our revolving credit facility, the 20llétes, as well as the accretior
the debt discount on the 2013 Notes and 2014 N

Other (Income) Expense, net

in millions Three Months Ended Nine Months Ended
July 2, July 3, July 2, July 3,
2011 2010 2011 2010

$ (7 $ 14 $ (19 $ 14

Nine months of fiscal 2011
* Includes $11 million gain related to a sale ofiiagts in an equity method investme



Third quarter and nine months of fiscal 2010:
* Includes $12 million charge related to the impamin&f an equity method investme
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Effective Tax Rate

Three Months Ended Nine Months Ended
July 2, July 3, July 2, July 3,

2011 2010 2011 2010

28.1% 38.8% 32.&% 36.7%

Third quarter and nine months of fiscal 2011- The effective tax rate was impacted by:
» state income taxe
» losses in foreign jurisdictions and related valhmtllowances
» the domestic production deductic
» general business credits; &
» adjustments to reserves for uncertain tax positituesto tax audit activity

Third quarter and nine months of fiscal 2010- The effective tax rate was impacted by:
» state income taxe
» losses in foreign jurisdictions and related valhmatllowances
» the domestic production deductic
» adjustments to reserves for uncertain tax positituesto tax audit resolutions and statute expinatianc
» general business credi

Segment Results

We operate in four segments: Chicken, Beef, PodkRnepared Foods. The following table is a summésales and operating income, wh
is how we measure segment income.

in millions Sales
Three Months Ended Nine Months Ended
July 2, July 3, July 2, July 3,
2011 2010 2011 2010
Chicken $2,80( $2,52i $ 8,15¢ $ 7,44
Beef 3,51¢ 3,14¢ 10,03: 8,67(
Pork 1,40¢ 1,24¢ 4,03( 3,29
Prepared Fooc 804 753 2,38¢ 2,20¢
Other 30 0 63 0
Intersegment Sale (310 (240) (810) (617)
Total $ 8,247 $7,43¢ $23,86: $20,98¢
in millions Operating Income
Three Months Ended Nine Months Ended
July 2, July 3, July 2, July 3,
2011 2010 2011 2010
Chicken $ 28 $ 18€ $ 24¢€ $ 37¢
Beef 14C 17¢ 35C 421
Pork 124 12¢& 447 25€
Prepared Fooc 30 22 89 114
Other (10) ) (19) (4)
Total $ 312 $ 507 $1,11: $1,16¢
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Chicken Segment Results

Three Months Ended

Nine Months Ended

in millions

July 2, July 3, July 2, July 3,

2011 2010 Change 2011 2010 Change
Sales $2,80( $2,527 $ 27:¢ $8,15¢ $7,44: $ 71F
Sales Volume Chang 0.5% 4.S%
Average Sales Price Chan 10.2% 4.5%
Operating Incom: $ 28 $ 18  $(15¢) $ 24 $ 37¢  $(132)
Operating Margir 1.C% 7.4% 3.C% 5.1%

Third quarter and nine months of fiscal 2010
* Includes $38 million gain from insurance procet

Third quarter and nine months — Fiscal 2011 vs &i010
» Sales and Operating Incor—

Sales Volume — Sales volume increased as a rddoltreased production. We attempt to balance opply with customer
demand and in the third quarter we cut productiter @ustomer demand fell short of expectationsweher, the impact of
the production cuts on sales volumes will not kaized until late in our fourth quarte

Average Sales Price — Average sales prices inalgagmarily due to mix and pricing increases assed with increased

input costs

. Operating Income — Operating income was positivalyacted by increases in sales volume, average pete and
operational improvements, which included: yield amd; additional processing flexibility; and redacmterplant product
movement. These increases were more than offsgecbyased costs of grain and feed ingredientsingtalpproximately
$250 million and $395 million for the third quartnd nine months of fiscal 201

. Derivative Activities — Operating results includis following amounts for commodity risk managemeactivities related
to grain and energy purchases. These amounts extttedmpact from related physical purchase traiwa; which impact

current and future period operating rest

Income/(Loss) - in millions otr. YTD
2011 $(2) $72
2010 B _®
Improvement in operating resu $3 $76

Beef Segment Results

in millions

Three Months Ended

Nine Months Ended

July 2, July 3, July 2, July 3,

2011 2010 Change 2011 2010 Change
Sales $3,51¢ $3,14¢ $ 36€ $10,03: $8,67( $1,36:
Sales Volume Chang (1.7% (0.5)%
Average Sales Price Chan 13.5% 16.2%
Operating Incom $ 14C $ 17¢ $ (36) $ 35C $ 421 $ (72)
Operating Margir 4.C% 5.€% 3.5% 4.5%

Third quarter and nine months — Fiscal 2011 vs &i010
e Sales and Operating Incor—

. We have maintained strong operating income by miakiign our revenues relative to the rising live leatharkets, partially
attributable to strong export sales. This was otigean increase in operating co:

. Derivative Activities — Operating results includis following amounts for commaodity risk managemeacttvities related
to forward futures contracts for live cattle. Theseounts exclude the impact from related physiald and purchase
transactions, which impact current and future pkdperating result:

Loss - in millions otr YTD
2011 $1)  $(40
2010 © _
Improvement/(Decline) in operating rest $8 $(33)
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Pork Segment Results

in millions

Sales
Sales Volume Chang
Average Sales Price Chan

Operating Incom
Operating Margir
Third quarter and nine months — Fiscal 2011 vs &i010
e Sales and Operating Incor—

Three Months Ended

Nine Months Ended

July 2, July 3, July 2, July 3,
2011 2010 Change 2011 2010 Change
$1,40¢ $1,24¢ $ 15¢ $4,03( $3,29: $ 737
3.(% 5.1%
9.4% 16.2%
$ 124 $ 128 $ (1) $ 447 $ 25€ $191
8.8% 10.(% 11.1% 7.8%

. We maintained strong operating margins, and gresv the nine month period, by maximizing our reventedative to the

live hog markets, partially attributable to straggort sales and operational and mix performa

. Derivative Activities — Operating results includix following amounts for commodity risk managemeactivities related
to forward futures contracts for live hogs. Thes®ants exclude the impact from related physicad aald purchase
transactions, which impact current and future pkdperating result:

Income/(Loss) - in millions
2011
2010

Improvement/(Decline) in operating rest

Prepared Foods Segment Results

in millions

Sales
Sales Volume Chang
Average Sales Price Chan

Operating Incom
Operating Margir

Third quarter and nine months — Fiscal 2011 vs &i010

Qtr
$(6)
0

$(6)

Three Months Ended

YTD
$(15)
9
$14

Nine Months Ended

July 2, July 3,
July 2, July 3,
2011 2010 Change 2011 2010 Change
$804 $75% $ 51 $2,38¢ $2,20( $ 18€
(2.0% (2.1)%
9.C% 10.%
$3 $22 $ 8 $ 8 $ 114 $ (25
3. 7% 2.% 3. 1% 5.2%

. Operating margins were positively impacted by amgase in our average sales prices, which wer@alhadffset by an
increase in raw material costs. Additionally, weoahad an increase in operating costs in fiscal 2ithe first nine
months of fiscal 2010, we received $8 million isumance proceeds related to the flood damage atefi@rson, Wisconsi
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LIQUIDITY AND CAPITAL RESOURCES

Our cash needs for working capital, capital expemeds, growth opportunities, stock repurchasestia@depurchase/redemption of our 2011
Notes are expected to be met with current cashaad ttash flows provided by operating activitigsstwor-term borrowings. Based on our
current expectations, we believe our liquidity aagital resources will be sufficient to operate business. However, we may take advantage
of opportunities to generate additional liquidityrefinance existing debt through capital markahsactions. The amount, nature and timing
of any capital market transactions will dependaum: operating performance and other circumstarmesthen-current commitments and
obligations; the amount, nature and timing of capital requirements; any limitations imposed by cunrent credit arrangements; and overall
market conditions.

Cash Flows from Operating Activities

in millions Nine Months Ended
_ July 2, July 3,
2011 2010
Net income $ 63¢ $ 557
Non-cash items in net incom
Depreciation and amortizatic 384 372
Deferred income taxe 51 4
Other, ne 34 11€
Net changes in working capit (421 42
Net cash provided by operating activit $ 68€ $1,08:¢

Cash flows associated with changes in working ehfot the nine months ended:

* July 2, 2011- Decreased due to higher inventory and accoun&vable and a decrease in accrued salaries, vaagesenefits.
Inventory and accounts receivable balances areshighgely due to increased raw material coststhadesulting higher sales
prices.

» July 3, 2010~ Increased due to an increase in accrued salardegs and benefits, interest payable and the eharigcome tax
receivable/payable balances, partially offset lghhr inventory and accounts receivable balar

Cash Flows from Investing Activities

in millions Nine Months Ended
_ July 2, July 3,
2011 2010
Additions to property, plant and equipment $ (469 $ (409
Purchases of marketable securities, (79 (5)
Proceeds from notes receiva 51 0
Other, ne’ 26 45
Net cash used for investing activiti $ (47)) $ (369

» Additions to property, plant and equipment inclagdguiring new equipment, upgrading our facilitiegrtaintain competitive
standing and positioning us for future opportusit

. Capital spending for fiscal 2011 is expected t@pproximately $650 million, and includes spendioggdroduction and
labor efficiencies, yield improvements and salesnctel flexibility, as well as expansion of our figre operations

. Purchase of marketable securities includes $7%mitelated to the funding of deferred compensapiams.

. Proceeds from notes receivable totaling $51 milliglates to the collection of notes receivableikezkin conjunction with
a sale of a business operation in fiscal 2!
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Cash Flows from Financing Activities

in millions Nine Months Ended
July 2, July 3,
2011 2010
Payments on debt $ (197) $ (999)
Net proceeds from borrowiny 83 17
Change in restricted cash to be used for finanatiiyities 0 14C
Purchases of Tyson Class A common si (110 42
Dividends (45) (44)
Other, ne 52 32
Net cash used for financing activiti $ (2179) $ (890

Payments on debt for the nine months ended JWQP1, included
. $63 million of 2016 Notes; an
»  $20 million of 2011 Notes

Payments on debt for the nine months ended JWQ 1), included
. $512 million of 2011 Notes
. $218 million of 2016 Notes

. $140 million of 7.95% Notes due February 2010 (2Bbfes) (using the restricted cash held in a bldaash collateral
account for the repurchase of these no

. $40 million of 7.0% Notes due May 2018; a
. $59 million related to the premiums on notes repasell during the perio
Purchases of Tyson Class A common stock for the mianths ended July 2, 2011, includ
. $80 million for shares repurchased pursuant to oevipusly announced share repurchase program
. $30 million for shares repurchased to fund certdiligations under our equity compensation pl:

Liquidity
Outstanding
in millions Letters of
Credit

Commitments Facility (no draw Amount Amount

Expiration Date Amount downs) Borrowed Available
Cash and cash equivalents $ 981
Revolving credit facility February 201  $1,00 $ (160 $ 0 $ 84C
Total liquidity $1,82]

The revolving credit facility supports our shortaefunding needs and letters of credit. Lettersreflit are issued primarily in
support of workers’ compensation insurance progralmsvative activities and Dynamic Fuels’ Gulf @pfunity Zone taxexempt
bonds.

Our 2013 Notes may be converted early during asgafiquarter in the event our Class A stock trades above $21.96 for at
least 20 trading days during a period of 30 conseetrading days ending on the last trading dathefpreceding fiscal quarter.
this event, the note holders may require us toquaigtanding principal in cash, which totaled $458iom at July 2, 2011. Any
conversion premium would be paid in shares of Chastock. The conditions for early conversion weod met in our third fiscal
quarter of fiscal 2011, and thus, the notes mayeatonverted in our fourth quarter of fiscal 20%tould the conditions for early
conversion be satisfied in future quarters, anchttlders exercised their early conversion optioawould use current cash on
hand and cash flow from operations for principaimants.

At July 2, 2011, we had $295 million of 2011 Notegstanding. We presently plan to use current cashand and cash flows
from operations for payment on the remaining 20dieN due on October 1, 20:

Our current ratio was 1.87 to 1 and 1.81 to 1 Bt 2u2011, and October 2, 2010, respectiv
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Capital Resources
Credit Facility

Cash flows from operating activities and currergttan hand are our primary source of liquidityfionding debt service, capital expenditul
dividends and share repurchases. We also havelirgy credit facility, with a committed maximumpuacity of $1.0 billion, to provide
additional liquidity for working capital needs, tiets of credit, and as a source of financing famgh opportunities. As of July 2, 2011, we
outstanding letters of credit totaling $160 milljarone of which were drawn upon, which left $84@iom available for borrowing. Our
revolving credit facility is funded by a syndicate38 banks, with commitments ranging from $3 raillito $90 million per bank. The
syndicate includes bank holding companies thatexqeired to be adequately capitalized under fedmmak regulatory agency requirements.

Capitalization

To monitor our credit ratings and our capacitylforg-term financing, we consider various qualitative gudntitative factors. We monitor t
ratio of our debt to our total capitalization appart for our long-term financing decisions. Atyldl 2011 and October 2, 2010, the ratio of
our debt-tototal capitalization was 29.8% and 32.8%, respebtivFor the purpose of this calculation, debtefirted as the sum of current :
long-term debt. Total capitalization is defineddabt plus Total Shareholders’ Equity. Our ratiaebt to our total capitalization decreased in
fiscal 2011 primarily resulting from reduced debtdmces and increased retained earnings assouidtestrong earnings in fiscal 2011.

Credit Ratings
2016 Notes

On August 19, 2010, S&P upgraded the credit radintpese notes from “BB” to “BB+.” On September2d 10, Moody’s upgraded our credit
rating from “Ba3” to “Ba2.” These upgrades decrekide interest rate on the 2016 Notes from 7.85%36%, effective beginning with the
six-month interest payment due October 1, 2010.

On February 24, 2011, S&P upgraded the creditgatifrthese notes from “BB+" to “BBB-.” On March 22011, Moody’s upgraded our
credit rating from “Ba2” to “Bal”. These upgrade=cteased the interest rate on the 2016 Notes fi85%to 6.85%, effective beginning
with the six-month interest payment due April 1120

A further one-notch upgrade by Moody’s would deseethe interest rates on the 2016 Notes by 0.25%#e & onenotch downgrade by eith
ratings agency would increase the interest ratah@2016 Notes by 0.25%.

Revolving Credit Facility

S&P’s corporate credit rating for Tyson Foods, is¢:BBB-.” Moody’s corporate credit rating for Tga Foods, Inc. is “Bal.” If Moody’s

were to upgrade our credit rating to “Baa2” or ld@gtvhile our S&P credit rating remained at “BBBgt, S&P were to upgrade our credit
rating to “BBB” or higher while Moody’s upgraded rocredit rating to “Baa3” or higher, our letterakdit fees would decrease by 0.25% and
fees paid on the unused portion of the facility ldadecrease by 0.075%.

If S&P were to downgrade our corporate credit gtm“BB+" or Moody’s were to downgrade our corpraredit rating to “Ba2”, our letter
of credit fees would increase by 0.25% and feed paithe unused portion of the facility would ireese by 0.025%.

Debt Covenants

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

liens and encumbrances; incur debt; merge, disslidngdate or consolidate; make acquisitions anagstments; dispose of or transfer assets;
pay dividends or make other payments in respectiotapital stock; amend material documents; ch#imgaature of our business; make
certain payments of debt; engage in certain traimsecwith affiliates; and enter into sale/leasébachedging transactions, in each case,
subject to certain qualifications and exceptionsaddition, we are required to maintain minimunerast expense coverage and maximum
leverage ratios.

Our 2014 Notes also contain affirmative and negatiwvenants that, among other things, may limiestrict our ability to: incur additional
debt and issue preferred stock; make certain imessts and restricted payments; create liens; creatactions on distributions from
subsidiaries; engage in specified sales of asadts@bsidiary stock; enter into transactions wiffiaes; enter new lines of business; engage
in consolidation, mergers and acquisitions; andagegn certain sale/leaseback transactions.

We were in compliance with all debt covenants &t 2u2011.
RECENTLY ADOPTED/ISSUED ACCOUNTING PRONOUNCEMENTS

Refer to the discussion of recently adopted/isagsatbunting pronouncements under Part |, Item ledtit Consolidated Condensed Finar
Statements, Note 1: Accounting Policies.
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CRITICAL ACCOUNTING ESTIMATES

We consider accounting policies related to: comtiridiabilities; marketing and advertising costs;raed self insurance; impairment of long-
lived assets; impairment of goodwill and other mgfible assets; and income taxes to be criticatjgdi These policies are summarized in
Management’s Discussion and Analysis of Financ@hdition and Results of Operations in our Annugb®eon Form 10-K for the year
ended October 2, 2010.

The recent oversupply in the chicken industry lihseesely disrupted our Chicken segment profitabiktithough we believe this disruption
in profitability is temporary in nature, sustaineabr chicken industry market conditions may imghetrecorded carrying value of certain of
our Chicken segment assets, primarily goodwill emwé&ntory. We currently do not believe the fairualof these assets is below our carrying
value, but prolonged poor market conditions mayantphis assessment in the future.

CAUTIONARY STATEMENTS RELEVANT TO FORWARD-LOOKINGNFORMATION FOR THE PURPOSE OF “SAFE
HARBOR” PROVISIONS OF THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995

Certain information in this report constitutes fangd-looking statements. Such forward-looking staets include, but are not limited to,
current views and estimates of our outlook fordls2011, other future economic circumstances, imguonditions in domestic and
international markets, our performance and findmesults (e.g., debt levels, return on investqutel value-added product growth, capital
expenditures, tax rates, access to foreign masketslividend policy). These forward-looking stateiseare subject to a number of factors
and uncertainties that could cause our actualteant experiences to differ materially from api@ted results and expectations expressed in
such forward-looking statements. We wish to cauteaders not to place undue reliance on any forhaking statements, which speak only
as of the date made. We undertake no obligatiaptiate any forward-looking statements, whetherrasalt of new information, future
events or otherwise.

Among the factors that may cause actual resultseapdriences to differ from anticipated results arpectations expressed in such forward-
looking statements are the following: (i) the effef; or changes in, general economic conditioiiisflgctuations in the cost and availability
inputs and raw materials, such as live cattle, $wne, feed grains (including corn and soybeanael energy; (iii) market conditions for
finished products, including competition from otlggobal and domestic food processors, supply aitihgrof competing products and
alternative proteins and demand for alternativegins; (iv) successful rationalization of existifagilities and operating efficiencies of the
facilities; (v) risks associated with our commodityrchasing activities; (vi) access to foreign nedsitogether with foreign economic
conditions, including currency fluctuations, imgerport restrictions and foreign politics; (vii) thueak of a livestock disease (such as avian
influenza (Al) or bovine spongiform encephalopatB$E)), which could have an adverse effect on tvelswe own, the availability of
livestock we purchase, consumer perception of iceptatein products or our ability to access cartdomestic and foreign markets;

(viii) changes in availability and relative cosfdabor and contract growers and our ability to main good relationships with employees,
labor unions, contract growers and independentymad providing us livestock; (ix) issues relatedaod safety, including costs resulting
from product recalls, regulatory compliance and aaigted claims or litigation; (x) changes in camsu preference and diets and our abilit
identify and react to consumer trends; (xi) sigrafit marketing plan changes by large customemsssrdf one or more large customers;

(xii) adverse results from litigation; (xiii) riskessociated with leverage, including cost incredsesto rising interest rates or changes in debt
ratings or outlook; (xiv) compliance with and chasgdo regulations and laws (both domestic anddajeincluding changes in accounting
standards, tax laws, environmental laws, agricaltiaws and occupational, health and safety laxxg; dur ability to make effective
acquisitions or joint ventures and successfullggnate newly acquired businesses into existingatipers; (xvi) effectiveness of advertising
and marketing programs; and (xvii) those fact@sted under Item 1A. “Risk Factors” included in dumual Report filed on Form 10-K for
the year ended October 2, 2010.

ltem 3. Quantitative and Qualitative Disclosures Alout Market Risk
MARKET RISK

Market risk relating to our operations results ity from changes in commaodity prices, interes¢saand foreign exchange rates, as well as
credit risk concentrations. To address certaimes$eé risks, we enter into various derivative tratisas as described below. If a derivative
instrument is accounted for as a hedge, dependirijeonature of the hedge, changes in the fairevafuhe instrument either will be offset
against the change in fair value of the hedgedsdgabilities or firm commitments through earnén@r be recognized in other comprehen
income (loss) until the hedged item is recognizeddarnings. The ineffective portion of an instrutenohange in fair value is recognized
immediately. Additionally, we hold certain positgmrimarily in grain and livestock futures thaher do not meet the criteria for hedge
accounting or are not designated as hedges. Wéthxbeption of normal purchases and normal satsatke expected to result in physical
delivery, we record these positions at fair vahrgd the unrealized gains and losses are reportatitings at each reporting date. Changes in
market value of derivatives used in our risk manag@ activities relating to forward sales contrartsrecorded in sales. Changes in market
value of derivatives used in our risk managemetitities surrounding inventories on hand or antitgml purchases of inventories are
recorded in cost of sales.

41



Table of Contents

The sensitivity analyses presented below are tresuares of potential losses of fair value resultiogn hypothetical changes in market prices
related to commodities. Sensitivity analyses docaoisider the actions we may take to mitigate aposure to changes, nor do they consider
the effects such hypothetical adverse changes &y ¢tn overall economic activity. Actual changemarket prices may differ from
hypothetical changes.

Commodities Risk: We purchase certain commodities, such as grainéivasdock, in the course of normal operations pas of our
commodity risk management activities, we use dériedinancial instruments, primarily futures angtions, to reduce the effect of changing
prices and as a mechanism to procure the underbpngnodity. However, as the commodities underlyngderivative financial instruments
can experience significant price fluctuations, eeguirement to mark-to-market the positions thaehaot been designated or do not qualify
as hedges could result in volatility in our reswolt®perations. Contract terms of a hedge instruraksely mirror those of the hedged item
providing a high degree of risk reduction and datren. Contracts designated and highly effectivmaeting this risk reduction and
correlation criteria are recorded using hedge aatbog. The following table presents a sensitivitabysis resulting from a hypothetical
change of 10% in market prices as of July 2, 2@itl, October 2, 2010, on the fair value of opentjmos. The fair value of such positions is
a summation of the fair values calculated for emmhmodity by valuing each net position at quotedres prices. The market risk exposure
analysis includes hedge and non-hedge derivatiamfiial instruments.

Effect of 10% change in fair value

in millions July 2, 2017 QOctober 2, 201(
Livestock:
Cattle $ 41 $ 39
Hogs 56 42
Grain 10 10

Interest Rate Risk: At July 2, 2011, we had variable rate debt of $aflfion with a weighted average interest rate &2. A hypothetical
10% increase in interest rates effective at JuB02,1, and October 2, 2010, would have a mininfakcebn interest expense.

Additionally, changes in interest rates impactftievalue of our fixed-rate debt. At July 2, 201de had fixed-rate debt of $2.3 billion with a
weighted average interest rate of 9.1%. MarketfasKixed-rate debt is estimated as the potemtieiease in fair value, resulting from a
hypothetical 10% decrease in interest rates. A thgiiwal 10% decrease in interest rates would aareased the fair value of our fixed-rate
debt by approximately $11 million at July 2, 20&ahd $9 million at October 2, 2010. The fair valoésur debt were estimated based on
guoted market prices and/or published interestrate

Foreign Currency Risk: We have foreign exchange gain/loss exposure frapidhtions in foreign currency exchange rates pilynas a
result of certain receivable and payable balanties.primary currency exchanges we have exposuasetthe Canadian dollar, the Chinese
renminbi, the Mexican peso, the European euroBtfiessh pound sterling and the Brazilian real. Wezipdically enter into foreign exchange
forward contracts to hedge some portion of ourifpreurrency exposure. A hypothetical 10% chanderieign exchange rates effective at
July 2, 2011, and October 2, 2010, related to dheign exchange forward contracts would have arilion and $17 million, respectively,
impact on pretax income. In the future, we may emt® more foreign exchange forward contracts essalt of our international growth
strategy.

Concentration of Credit Risk: Refer to our market risk disclosures set fortthim 2010 Annual Report filed on Form 10-K for a deth
discussion of quantitative and qualitative disctestabout concentration of credit risks, as thiskedisclosures have not changed significe
from the 2010 Annual Report.

Item 4. Controls and Procedures

An evaluation was performed, under the superviaiuth with the participation of management, includimg Chief Executive Officer (CEO)
and the Chief Financial Officer (CFO), of the effeeness of the design and operation of our disclsontrols and procedures (as defined in
Rule 13a-15(e) under the Securities Exchange AtB8#, as amended (the 1934 Act)). Based on tla@ti@ion, management, including the
CEO and CFO, has concluded that, as of July 2, 20irldisclosure controls and procedures were &ffec

In the third quarter ended July 2, 2011, there Hmen no changes in the Company’s internal contret financial reporting that have
materially affected, or are reasonably likely tatenally affect, the Company’s internal control o¥imancial reporting.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings

Refer to the description of certain legal procegsdipending against us under Part |, Item 1, Na€3onsolidated Condensed Financial
Statements, Note 11: Contingencies, which discagsitncorporated herein by reference. Listed bedogvcertain additional legal proceedi
involving the Company and/or its subsidiaries.

On October 23, 2001, a putative class action lavstylled R. Lynn Thompson, et al. vs. Tyson Fodls, was filed in the District Court for
Mayes County, Oklahoma by three property ownerbeiralf of all owners of lakefront property on Grdrake O’ the Cherokees. Simmons
Foods, Inc. and Peterson Farms, Inc. also are dafies. The plaintiffs allege the defendants’ openstdiminished the water quality in the
lake thereby interfering with the plaintiffs’ usedaenjoyment of their properties. The plaintiffaight injunctive relief and an unspecified
amount of compensatory damages, punitive damatiemeys’ fees and costs. While the District Caunttified a class, on October 4, 2005,
the Court of Civil Appeals of the State of Oklahoresersed, holding the plaintiffs’ claims were sattable for disposition as a class action.
This decision was upheld by the Oklahoma Supremet@md the case was remanded to the District Guititinstructions that the matter
proceed only on behalf of the three named plamtffiaintiffs seek injunctive relief, restitutiondacompensatory and punitive damages in an
unspecified amount in excess of $10,000. We andttier defendants have denied liability and asderégious defenses. The defendants |
requested a trial date, but the court has notghetduled the matter for trial.

Since 2003, nine lawsuits have been brought agaiahd several other poultry companies by appratdty 150 plaintiffs in Washington
County, Arkansas Circuit Court (Green v. Tyson Fddc., et al., Bible v. Tyson Foods, Inc., Beal'yson Foods, Inc., et al., McWhorter v.
Tyson Foods, Inc., et al., McConnell v. Tyson Fqdds., et al., Carroll v. Tyson Foods, Inc., ef Belew v. Tyson Foods, Inc., et al.,
Gonzalez v. Tyson Foods, Inc., et al., and Rasdyson Foods, Inc., et al.) alleging that the lapglication of poultry litter caused arsenic
and pathogenic mold and fungi contamination ofaingsoil and water in and around Prairie Grovekalusas. In addition to the poultry
company defendants, plaintiffs sued Alpharma, tlaufacturer of a feed ingredient containing an oigarsenic compound that has been
used in the broiler industry. Plaintiffs are segkiacovery for several types of personal injuriesiuding several forms of cancer. On
August 2, 2006, the Court granted summary judgrirefavor of Tyson and the other poultry companyetiefants in the first case to go to t
and denied summary judgment as to Alpharma. The was tried against Alpharma and the jury retumedrdict in favor of Alpharma.
Plaintiffs appealed the summary judgment in favidhe poultry company defendants and the Courtestalie remaining eight lawsuits
pending the appeal. On May 8, 2008, the Arkansasebue Court reversed the summary judgment in faf/tive poultry company defendar
The remanded trial in this case against us andttiher poultry company defendants was held, and ap M, 2009, the jury returned a verdict
in favor of the defendants. The plaintiffs appedl@d verdict to the Arkansas Supreme Court. Orriraly 17, 2011, the Arkansas Supreme
Court affirmed this verdict. The plaintiffs subseqtly filed a petition for rehearing which was dshi

In 2010 our Mexican subsidiary, Tyson de MexicoNdprovided the National Water Commission (CONAG)JAn agency of the Mexican
government’s Ministry of the Environment and NatiRasources, with information on TdM’s water us&ye2008 and 2009 at certain water
wells that are part of TdM’s poultry production ogigons. In February 2011, the regional CONAGUAa#finformed TdM that it was the
regional CONAGUA office’s opinion that TdM’s perraifor water usage from certain wells lapsed betwkermperiod of January 1, 2009
through May 5, 2009, and it estimated TdM owed apipnately 6.5 million pesos (approximately US $88@) for water usage during this
period. TdM has had ongoing discussions with tiggoreal CONAGUA office on this matter, and is awadtithe regional office’s final
determination.

Other Matters: We currently have approximately 115,000 employews at any time, have various employment practicaters
outstanding. In the aggregate, these matters gndisant to the Company, and we devote signifig@sburces to managing employment
issues. Additionally, we are subject to other latgsunvestigations and claims (some of which imeosubstantial amounts) arising out of the
conduct of our business. While the ultimate resofithese matters cannot be determined, they drexpected to have a material adverse
effect on our consolidated results of operationin@ncial position.

Item 1A. Risk Factors

There have been no material changes to the ris&rfalisted in Part I, “Item 1A. Risk Factors” imet Annual Report on Form 10-K for the
year ended October 2, 2010. These risk factorsldhmmuconsidered carefully with the information yided elsewhere in this report, whi
could materially adversely affect our businessafiicial condition or results of operations. Addiibrisks and uncertainties not currently
known or we currently deem to be immaterial alsy materially adversely affect our business, finahcondition or results of operations.
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Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds
The table below provides information regarding purchases of Class A stock during the periods atdit

Maximum Number of

Total Number of Share Shares that May Yet Bt
Total Average

Number of Price Paid Purchased as Part of Purchased Under
Shares Publicly Announced the Plans
Period Purchased per Share Plans or Programs or Programs (1)
April 3, 2011 to April 30, 2011 202,70: $ 19.3¢ — 22,474,43
May 1, 2011 to June 4, 20: 2,293,35 18.5( 2,131,922 20,342,51
June 5, 2011 to July 2, 20 2,379,644 17.92 2,271,42. 18,071,09
Total (2 487570, $18.2f (3 4,403,34 18,071,09

(1) On February 7, 2003, we announced our Boafireictors approved a plan to repurchase up to #tomshares of Class A common
stock from time to time in open market or privataggotiated transactions. The plan has no fixextbeduled termination date. On
May 11, 2011, the Board of Directors reactivateslghogram to repurchase up to the remaining 22lmshares of the Company’s
Class A common stocl

(2) We purchased 472,358 shares during the periodvira not made pursuant to our previously annoustmzk repurchase plan, but w
purchased to fund certain Company obligations undeequity compensation plans. These transactmhsded 399,009 shares
purchased in open market transactions and 73,3@skwithheld to cover required tax withholdingstles vesting of restricted stoc

(3) We purchased 4,403,344 shares during the ppriogliant to our previously announced stock re@sgelplan of approximately
25 million shares

Item 3. Defaults Upon Senior Securities
None

Iltem 4. Removed and Reserve:

None

Item 5. Other Information

Stock Option Grant Date Notice

The Compensation Committee (“Committee”) of the @any’s Board of Directors adopted a procedure 620 grant non-qualified stock
options on the fourth (4th) business day immedjdi@lowing the date of our release of fiscal yemd earnings to the public, with such
options to be granted at the closing price on tite df grant. At the May 5, 2011 meeting, the Cotteaiapproved resolutions stating
earnings for fiscal 2011 are currently expectebdaaeleased November 21, 2011, and options shajtdrged on the 4th business day after
earnings are released, making the expected optant date November 28, 2011. The resolutions fudlteted that if the earnings release date
for fiscal 2011 is changed, the option grant datdlsalso be appropriately changed to fall on ttrebusiness day after the announcement of
the earnings.
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Item 6. Exhibits
The following exhibits are filed with this report.

Exhibit

No. Exhibit Description

12.1 Calculation of Ratio of Earnings to Fixed Char

31.1 Certification of Chief Executive Officer pursuant$EC Rule 13a-14(a)/15d-14(a), as adopted purso&dction 302 of the
Sarbane-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuant$EC Rule 13a-14(a)/15d-14(a), as adopted pursos&ection 302 of the
Sarbane-Oxley Act of 2002

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioB8e906 of the Sarbanes-
Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioBe906 of the Sarbanes-
Oxley Act of 2002

101 The following financial information from our Quarkg Report on Form 10-Q for the quarter ended 212011, formatted in

XBRL (eXtensible Business Reporting Language)C@nhdensed Consolidated Statements of Income, giid€nsed
Consolidated Balance Sheets, (iii) Condensed Citadetl Statements of Cash Flows, and (iv) the Nwot€ondensed
Consolidated Financial Statemer

SIGNATURES

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

TYSON FOODS, INC

Date: August 8, 2011 / s/ D ENNISL EATHERBY

Dennis Leatherby
Executive Vice President and Chief Financial Office

Date: August 8, 2011 / s/ CRAIGJ. HART

Craig J. Hart
Senior Vice President, Controller and Chief Accourihg Officer
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Computation of Ratio of Earnings to Fixed Charges

(dollars in millions)

EXHIBIT 12.1

Nine
Months Fiscal Year:
Ending
July 2,
2011 2010 2009 2008 2007 2006
Earnings:
Income (loss) from continuing operations beforeme taxe: $ 94¢  $1,20: $(5437) $154 $41C $(26¢)
Add: Fixed charge 23C 36C 38¢ 272 27¢ 32t
Add: Amortization of capitalized intere 3 3 4 4 3 3
Less: Capitalized intere (5) (12) 3 3 (2 (8
Total adjusted earning 1,173 1,55¢ (1549) 427 68¢ 52
Fixed Charges
Interest 147 24( 28¢ 21z 22¢ 26°
Capitalized interes 5 11 3 3 2 8
Amortization of debt discount expen 33 46 38 3 4 5
Rentals at computed interest factor 45 63 58 54 44 49
Total fixed charge $ 23C $ 36C $38 $27z $27¢ $32E
Ratio of Earnings to Fixed Charg 5.12 4.32 1.57 2.4¢
Insufficient Coverag: $ 542 $ 278

(1) Amounts represent those portions of rent expense-third) that are reasonable approximations of irsecests



EXHIBIT 31.1

CERTIFICATIONS
I, Donnie Smith, certify that:
1. | have reviewed this quarterly report on FormQ@0f Tyson Foods, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

b) designed such internal control over financigmting, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assuramgding the reliability of financial reporting attte preparation of financial stateme
for external purposes in accordance with geneeadtepted accounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

d) disclosed in this report any change in the tegi's internal control over financial reportirftat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

5. The registrang other certifying officer and | have disclosedsdrhon our most recent evaluation of internal @bmtver financial reporting
to the registrant’s auditors and the audit commitibthe registrant’s board of directors (or pessperforming the equivalent functions):

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a signifiole in the registrarg’interna
control over financial reporting.

Date: August 8, 2011
/s/ Donnie Smitt

Donnie Smitt
President and Chief Executive Offic




EXHIBIT 31.2

CERTIFICATIONS
I, Dennis Leatherby, certify that:
1. | have reviewed this quarterly report on FormQ@0f Tyson Foods, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

b) designed such internal control over financigmting, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assuramgding the reliability of financial reporting attte preparation of financial stateme
for external purposes in accordance with geneeadtepted accounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

d) disclosed in this report any change in the tegi's internal control over financial reportirftat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

5. The registrang other certifying officer and | have disclosedsdrhon our most recent evaluation of internal @bmtver financial reporting
to the registrant’s auditors and the audit commitibthe registrant’s board of directors (or pessperforming the equivalent functions):

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a signifiole in the registrarg’interna
control over financial reporting.

Date: August 8, 2011
/s/ Dennis Leatherb

Dennis Leatherb
Executive Vice President and Chief Financial Offi




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 Form 1®GXtie period ending July 2,
2011, as filed with the Securities and Exchange @@sion on the date hereof (the Report), I, Doigreth, President and Chief Executive

Officer of the Company, certify, pursuant to 18 € S1350, as adopted pursuant to 906 of the Sasb@rkey Act of 2002, to the best of my
knowledge, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgfeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and result of operations of the
Company.

/s/ Donnie Smitt
Donnie Smitr
President and Chief Executive Offic

August 8, 201:



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 Repbiyson Foods, Inc. (the Company) on Form 10Xtie period ending July 2,
2011, as filed with the Securities and Exchange @@sion on the date hereof (the Report), |, Dehnitherby, Executive Vice President

and Chief Financial Officer of the Company, certifyrsuant to 18 U.S.C. 1350, as adopted pursa&dg of the Sarbanes-Oxley Act of
2002, to the best of my knowledge, that:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExgwAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and result of operations of the
Company.

/s/ Dennis Leatherb
Dennis Leatherb
Executive Vice President and Chief Financial Offi

August 8, 201:



