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Business Descri ption: Hor mel Foods Cor p orat ion is a mul t in at ional manu f a c turer and mark e ter of con s umer - b randed meat

and food pro duc ts, many of which are among the best known and trusted in the food industry. T he company en j oys a strong

re p utat ion among con s umers, re ta il groc ers and foodserv ice and industr ial customers for pro duc ts highly re g arded for qu a lit y,

ta ste, nutr it ion, convenience and va lue. Hor mel Foods Cor p orat ion is ow ned by approx i mately 11,800 share ho l ders and 

c ompr ised of more than 11,200 emp loyees, inc luding subsidiar ie s .

Tra d e m a rks : T h rou g hout this Annual Re p ort to Share ho l ders, re f erences in i t a l i c re pre s ent va lu a b le trademarks lic ensed or

ow ned by Hor mel Foods Cor p orat ion or its subsidiar ie s .

19 9 8 19 97

Net Sales $3 , 2 61, 04 5 , 0 0 0 $3 , 2 5 6 , 5 5 1 , 0 0 0

Net Earn i n g s $ 13 9 , 2 91, 0 0 0 $ 1 0 9 , 4 9 2 , 0 0 0

Per Share of Common Sto ck (Dilute d ) $ 1. 8 5 $ 1 . 4 3

Pe rcent of Sales 4 . 27 % 3 . 3 6 %

Dividends to Share h o l d e rs $ 47, 47 3 , 0 0 0 $ 4 7 , 5 4 7 , 0 0 0

Per Share of Common Sto ck $ . 64 $ . 6 2

C a p i tal Ad d i t i o n s $ 7 5 , 774 , 0 0 0 $ 1 1 6 , 3 8 1 , 0 0 0

D e p reciation and Amort i z a t i o n $ 6 0 , 27 3 , 0 0 0 $ 5 2 , 9 2 5 , 0 0 0

Wo rking Capita l $ 44 9 , 714 , 0 0 0 $ 4 1 0 , 7 7 4 , 0 0 0

S h a re h o l d e rs’ Inve st m e n t $ 813 , 315 , 0 0 0 $ 8 0 2 , 2 0 2 , 0 0 0



Hor mel Foods perf or med well in fis cal 1998 with earning s

r ising 27.2 perc ent to $13 9, 2 91,0 0 0. Exc luding gains from 

t he sale of the company ’s non strate g ic gelat in and spe c ia li zed 

prote ins plant in Daven p ort, Iowa, Hor mel Foods earne d

$121,8 8 9,0 0 0, an inc rease of 11.3 perc ent. For the year, ton-

n a ge improved 10.3 perc ent with si g ni ficant inc reases in fur-

t her - processed, con s umer - b randed pro duct lines. W h ile

d o l lar sales of $3, 2 61,0 4 5,000 set a new company re c ord ,

it should be noted fis cal 1998 con sisted of a 53 - we e k

year compared to 52 weeks one year ago.

Most imp ortant l y, howe ver, the re s ul ts of our

operat ing units va lid ated many of the company ’s

long - term strate g ies. All ma j or units inc rea s e d

ton n a ge in fis cal 19 9 8. Mar g ins were improve d

b e cause our pro duct mix was en hanced wit h

more va lue - ad ded pro duc ts for Hor mel Fo o d s

trade customers and con s umers. We do not

s el l j ust pork loins; we sel l Ho rmel Al w a y s

Te n d e r b rand mar in ated, flavored and pre cut pork

loins and tender loins. We do not sell just bacon; we

s el l Ho rm e l b rand mic row avea b le, precooked and

s pec ia l l y tr i mmed bacon. We do not sell just turk e y s ;

we sel l Je n n i e - O b rand basted who le bi rds, turk e y

ham, turkey bacon and delicate s s en - st y le slic ing brea sts .

We do not sell just chili; we sel l Ho rm e l and St a g g

brands of meat, turkey and vegetarian chilies.

I ’m pleased to re v iew some highli g hts from our ma j or

indiv idual mark e t ing groups. T he Meat Pro duc ts Group rea l-

i zed brea k t h rough re s ul ts, approx i mately dou b ling the prof-

its of its best previous year. The performance was driven by

strong sales of esta b lis hed branded items, exc el lent mar g in s

and the cont inued dramat ic growth of new, branded fre s h

p ork items under the Ho rmel Al w a y s Te n d e r trademark .

Groc ery Pro duc ts comp le ted a re c ord year driven by

ton n a ge gains and exc el lent mar g ins. Esta b lis hed brand s

S PA M luncheon meat, Dinty Mo o re stew, Ho rm e l

c h ili , St a g g c h ili and our family of mic row avea b le

pro duc ts all en j oyed ton n a ge growth and mar g in

i mprovement in 19 9 8. All ethnic lines (e.g., Ho u s e

o f Ts a n g Or iental foods, C h i - C h i’s and He rd e z

Mexican products, Pa t a k’s Indian foods and the

Ma r rakesh Ex p re s s and Peloponnese Me diter-

ranean items ) made ad dit ional distr i but ion gain s

to support growing consumer demand.

T he proven strate g ies for growth in our 

Fo o d s erv ice Group cont inued to yield success. We

re v iewed these strate g ies in de ta il at la st year ’s Annu a l

Meeting and our direction continued to prove highly

e f f e c t ive in 19 9 8. Fo o d s erv ice growth was more than

t h ree times the industry rate due to our exc el lent pro d-

uct line and strong work ing relat ionships with distr i b-

utors and operators.

To our Share ho l ders, Emp loyees and Fr iend s :

Fis cal 1998 was an active and rew arding year for Hor mel

Foods Cor p orat ion. Overall, the company ’s fin anc ial 

perf or mance was strong, highli g hted by net earnings at

an all-time high. Long - term strate g ies were va lid ated 

by many spe c i fic achie vements dur ing the year.
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Dramat ically re v ised strate g ies in esta b lis hed Hor mel

Foods Intern at ional (HFI) mark e ts yiel ded improved re s ul ts

in 1998 and afforded the re s ources ne c e s s ary to inve st in the

high-potential Chinese market. HFI has, over the past sev-

eral years, esta b lis hed or re f ined alliances with one dozen

c ompanies wor l d w ide to help bu ild the Ho rm e l b randed pre s-

ence in many mark e ts. T hese suc c e s s f ul alliances en a b le d

HFI to have its best year ever in esta b lis hed wor l d w ide mar-

k e ts. T h us, HFI was able to support our grow ing venture s

in Be i j ing and Shang hai, China, where the name Ho rm e l ha s

b e c ome the leading premium brand of processed meats in its

first year of operation.

Jen nie-O Foods grew turkey ton n a ge and dollar sales 

d ramat ica l l y, due pr inc i pally to the 19 97 acqu isit ion of the

Heart land Foods Co. p lant in Mar s ha l l , Minn. Earnings le v-

els were below plan and 19 97 re s ul ts, howe ver, due to exc e s-

sive industry ca pa c ity and re s ul t ing low pr ices. Fortun atel y,

Jen nie-O operat ing effic ienc ies allowed cont inued profita bil-

ity de s p ite these industry pre s s ures. Pr ic ing pre s s ures have ea s e d

s omew hat as we exit 1998, and Jen nie-O va lue - ad ded, brande d

ton n a ge cont inues to grow. Con s e quent l y, we are op t i mist ic

t hat our strate g ies focused on high-qu a lit y, branding and com-

pe t it ive costs will yield strong re s ul ts into the future .

T he dynamics of pork procurement ad ded con sidera b le

c omp le x ity to Hor mel Foods re s ul ts for the year. Like most

ot her ma j or slau g hter and process operators, Hor mel Fo o d s

has in re c ent years entered into contract ar rangements with the

b e st pork pro duc ers in the ge og ra p h ies sur rounding ma j or

p lants. Dur ing much of 1998, live market pr ices were below

t he flo or le vels guaranteed by our contra c ts. T he di f f erence in

t hese pr ic ing le vels is fully re fle c ted in our re p orted fin anc ia l

re s ul ts for the year and creates compen s at ing balances with our

hog pro duc ers. Should live hog pr ices re b ound dur ing the ter m

of these contra c ts, Hor mel Foods will bene fit to the extent the

c ompen s at ing balances offset the higher live market pr ic e s .

Dur ing 1998, Hor mel Foods prov ided substant ial assis-

tance in the form of pro duct don at ions to several countr ie s

h it hard by extra ordin ary natural dis a sters. T he cit i zens of

Guam, the Dominican Republic, Honduras and Nicaragua

are all ma j or long - term con s umers of company pro duc ts. We

a c k now le dged and acted upon our cor p orate re s p on si bilit y

by prov iding meaningf ul aid to families whose lives were dis-

rupted by these devastating storms.

Four long-time officers of the company retired this year.

James W. Cole, group vice pre sident and mem b er of the

B o ard of Di re c tors, re t i red with more than 35 years of ser-

v ice. Jim guided our foodserv ice business to industry leader-

ship and built a strong team to continue his legacy. Jerry C.

Fi gen s k au, vice pre sident for spe c ialty pro duc ts, comp le te d

an outstanding 37- year care er dur ing which he served in

many sales and mark e t ing ca pa c it ies. Ric hard W. Schlange

retired as vice president and controller after 40 years of stel-

lar serv ice. Ken neth P. Re g ner, vice pre sident of eng ine er ing ,

c omp le ted 41 years of serv ice with his year - end re t i rement .

Many of our plants and eng ine er ing brea k t h roughs endure

as clear evidence of his great professional skill.

Se veral imp ortant senior man a gement changes were made

dur ing the year. Mic ha el J. Mc C oy was named vice pre sident

and contro l ler. He had pre v iously served as vice pre sident and

treasurer of the corporation. He was succeeded as company

trea s urer by Je f f rey M. Et t inger, a nine - year emp loyee, who

had previous experience in the company’s Law Department

and as a pro duct mark e t ing man a ger for the Groc ery

Pro duc ts Div ision. Ste ven G. Binder was ele c ted a vice pre s-

ident to succeed Jim Cole in leading our grow ing foodser-

v ice business. Ste ve is a 19 - year ve teran with an exc el lent tra c k

re c ord of business growth in many di f f erent assi g n ments ,

most re c ently as di re c tor of sales for the Fo o d s erv ice Grou p.

T he successes of 1998 allow us to approach 1999 and the

f uture with con fidence in our fund amental strate g ies. Hor mel

Foods has exc el lent per s on nel, widely re s pe c ted brand name s ,

t he trust of trade customers, the physical plant assets, the

R&D re s ources and the fin anc ial ca pa c ity with which to

build an ever stronger company.

Joel W. Jo h n s o n

Chairman of the Board

President, Chief Exe c u t i ve Of fic e r
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T H E Y E A R I N R E V I E W

Hor mel Foods was able to re p ort a re c ord earnings year by

ad her ing to its strate g ic growth plans of conc entrat ing on the

diver sity of its con s umer - b randed, va lue - ad ded pro duct line s

and the leadership posit ions of its pr inc i pal businesses. In this

land mark year, net earnings of $13 9, 2 91,000 for the year

ended Oc tob er 31 were up 27.2 perc ent, or $2 9, 79 9,000 from

t he $109, 4 9 2 ,000 re c orded in fis cal 19 97. T h is re pre s ented a

g a in of 15.7 perc ent, or $18 ,8 55,000 over the pre v ious earn-

ings re c ord of $12 0, 4 3 6 ,000 set in 19 95. Diluted earnings per

s hare in fis cal 1998 were $1. 8 5, an inc rease of $.42 from la st

year ’s per share earnings of $1.4 3, and $.28 over the ear lier

re c ord of $1.57 set in 19 95. 

T he year - end re s ul ts inc luded an after - tax gain of

$17, 4 0 2 ,0 0 0, or $.23 per share, for the sale of the company ’s

Daven p ort (Iow a ) gelat in / s pe c ia li zed prote ins plant to

Go o d man Fiel der Limited, Syd ne y, Austra lia. Exc luding this

one - t i me g a in, the company generated re c ord net earning s

f or the year of $121,8 8 9,0 0 0, or $1.62 per share, an inc rea s e

of 11.3 perc ent over fis cal 19 97 and 1.2 perc ent over the 19 95

re c ord year. Fis cal 1998 was a 53 - week year as contra sted to

a 52-week year in 1997.

Re c ord dollar sales of $3, 2 61,0 4 5,000 were up 0.1 perc ent

f rom the $3, 2 5 6 , 551,000 re p orted in 19 97. More imp ortant l y,

ton n a ge vo lume for the year was very strong, up 10.3 perc ent

f rom fis cal 19 97, with all core mark e t ing groups and ma j or

pro duct cate g or ies achie v ing re c ord or near - re c ord grow t h .

T he year - long perf or mances were si g ni ficant. T he Fo o d-

s erv ice Group sur passed la st year ’s stel lar perf or mance by at ta in-

ing new highs in profits, ton n a ge and dollar sales. T he Meat

Pro duc ts Group had re c ord ton n a ge in branded pro duc ts and

Fis cal 19 9 8 was a year of great accomp lis h ment 

f or Hor mel Foods Cor p orat ion. It was highli g hted 

by the strong perf or mance of many of the 

c ompany ’s core business groups and net earnings 

t hat were the highe st in history.

N E T S A L E S (billions of dollars)
N E T E A R N I N G S (millions of dollars)

1Before cumulative reduction due to adopting SFAS No.106 and SFAS No.109 of $127.5.
2Before gain on sale of Davenport Plant of $17.4.



re c orded an un pre c e dented profit year. T he Groc ery Pro duc ts

Div ision, func t ioning as part of the company ’s Pre pare d

Foods Group, reported its best financial and operating year

w ith new re c ords in profits, ton n a ge and dollar sales. Jen nie - O

Foods finis hed the year with substant ial inc reases in sales dol-

lars and ton n a ge vo lume that rea c hed re c ord le vels and earne d

it re c og nit ion as the lar ge st turkey proc e s s or in the U.S. For

Hormel Foods International (HFI), export sales and export

profits were the best in history with total ton n a ge and sale s

dollars also setting records.

Pr ices pa id for live hogs (the company ’s pr inc i pal raw mate-

r ia l ) were below 19 97 ’s le vel. Howe ver, the company pa id

more under procurement agre ements with inde pendent pork

pro duc ers than the very low cash spot market pr ices qu ote d

during much of 1998.

T he company ’s turkey operat ions operated under very di f-

ficult business condit ions dur ing fis cal 19 9 8. Excess supplie s ,

low commo dity pr ices and lar ge fre ezer inventor ies com bine d

to de press sel ling pr ices and mar g ins. Condit ions were also

di f f icult in the re ta il sector where lar ge qu ant it ies of com-

pe t ing red meats and poul try pro duc ts prov ided con s umer s

w ith exc el lent op t ions to pork and turk e y. T h is re s ul ted in

lower, economically at tra c t ive pr ices for all prote ins and

s erved to inten sify compe t it ive activ ity wit h in the meat ca s e .

Intern at ion a l l y, the company cont inues to incur start - u p

c osts assoc iated with the openings of the Be i j ing and Shang ha i ,

C h ina, plant operat ions. In ad dit ion, while the wel l - p u b li-

c i zed Asian fin anc ial crisis did not have a mater ial impact on

overall fin anc ial re s ul ts, the foreign cur rency wea k ness in

South Korea did ne g at ively impact sales and earnings in that

c ountry. Also, de va lu at ion of the ru b le in Rus sia si g ni ficant l y

re duced equ ity inc ome from the company ’s inve st ment in

Campofrio Alimentacion, S.A., of Madrid, Spain.

O p e rational Highlights

Ma j or brands and new pro duct init iat ives were supporte d

w ith aggre s sive mark e t ing prog rams. Mark e t ing expen s e ,

w h ich inc ludes all me dia, ad vert ising and promot ional activ-

it ies, climbed to $2 76.8 mil lion in 1998, 27.2 perc ent greater

t han the year before and more than two times the $13 0.7 mil-

lion spent at the begin ning of the de cade. 

More than $9 mil lion was expended in 1998 in support

of re s earch and de velop ment init iat ives, an inc rease of 5. 3

perc ent over the pre v ious year. Inve st ments in re s earch and

de velop ment inc luded improvements in esta b lis hed pro d-

uc ts, the de velop ment of new line intro duc t ions, pa c k a g ing

en hanc ements and plant facility process and pro duc t iv it y

ad vanc ements .

Dur ing the year, Herdez Cor p orat ion, Hor mel Foods joint

venture with Grupo Herdez S.A. de C.V. of Me x ico, entere d

into an exc lusive lic ense agre ement with El Tor ito Re staurants ,

Inc., of Irv ine, Cali f., to market var ious re ta il Me x ican food

4
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pro duc ts into the we stern United States. A var iety of pro d-

uc ts now under de velop ment and sche duled for intro duc t ion

in 1999 will car ry the El To r i t o and ElTorito Gr i l l b rand name s .

T he pre v iously described sale of the Daven p ort gelat in/s pe-

c ia li zed prote ins plant was comp le ted in Janu ary 19 9 8. T h is

operat ion was not a core business of the company and did not

f it the cor porate strate g ic thrust which is to c onc entrate on esta b-

lis hed and new con s umer - b randed meat and food pro duc ts.  

Cash Dividends and Share Re p u rch a s e

In July 1998, the company comp le ted a five mil lion share

re p urc hase prog ram first an nounced in March 19 9 6. T he

$14 5.9 mil lion expended in this re p urc hase prov ided a better

use of sur p lus cash, improved earnings per share, inc rea s e d

re turn on equ ity and demon strated con fidence in the com-

pany ’s future. Late in the fourth qu arter, the company

an nounced a plan to re p urc hase up to five mil lion ad dit ion a l

s hares of common stock which will be accomp lis hed throu g h

per io dic purc hases at pre va iling pr ices on the open mark e t ,

by block purc hases or in pr ivately ne g ot iated tran s a c t ions. A

p urc hase of the full amount would equal 6.8 perc ent of the

73,614,546 shares is s ued. T he re p urc hased shares may be

re ta ined as trea s ury stock for use for cor p orate pur p oses or

may be re t i red. T he company intends to use sur p lus cash to

f und the re p urc hase prog ram .

Early in the fiscal year, the Board of Directors raised the

an nual div idend rate 3.2 perc ent from $.62 to $.64 per share .

T h is marked the 32 nd con s e cut ive an nual inc rease, a re c ord

for Hormel Foods and one shared by fewer than 100 of the

more than 15,000 publicly held U.S. companies. Ad ded to

t h is con sistency of perf or mance is the fact that Hor mel Fo o d s

has ne ver missed a div idend pay ment since becoming a pub-

lic company in 19 2 8. Share ho l ders have re c e ived qu arterly ca s h

div idends for seven con s e cut ive de cades, or 280 qu arter s .

C a p i tal Additions and Imp rove m e n t s

W h ile most of the company ’s ca p ital inve st ment prog ram is

di re c ted tow ard improv ing manu f a c tur ing processes and

inc rea sing effic iency, a si g ni ficant amount is used for expan-

sion of ca pa c ity to meet growth in demand for exist ing and

new pro duc ts. In 1998, Hor mel Foods cont inued to support

c ore businesses by spending $75, 7 74 ,000 in areas that wil l

prov ide for future growth and profita bilit y.

A 46,000 squ are foot fre ezer ad dit ion to the Os c e o la

( Iow a )p lant was comp le ted dur ing the fir st qu arter. Two high-

s peed automat ic hog carcass split ters, ca pa b le of proc e s sing

1, 100 hogs per hour, were in sta l led at the Aust in (Min n . )

p lant. Also in Os c e o la and Aust in, mo di ficat ions to pro duc-

t ion of Cu re 81 ham improved the color uni f or mity and over-

all product quality. 

In Algona, Iowa, re p la c ement of the pe p peroni bat c h ing

s y stem was comp le ted. T he conver sion from a thre e - p iece to

t w o - p iece lit hog ra p he d S PAM lunc he on meat can in Fremont ,

Ne b., prov ides better qu a lity and imp ortant cost effic ienc ie s .

A si milar move to a two-piece can will be made early ne x t

year at the Aust in plant. Pro duc t ion of Al w a y sTe n d e r f re s h

p ork was expanded with the in sta l lat ion of new equ i p ment

in Austin and Rochelle, Ill. 

T he new Browerv il le (Min n.) p lant for Dan ’s Pr i ze opene d

in June 19 9 8. T he 50,000 squ are foot facility has a we e k l y

pro duc t ion ca pa c ity of 400,000 pounds of pr i me rib, pot

ro a st and ot her precooked beef pro duc ts. In Wil l mar, Min n . ,

c on struc t ion of a 24,000 squ are foot ad dit ion was comp le te d

in Se p tem b er at a Jen nie-O Foods plant. T he new area pro-

v ides expanded fro zen and dry stora ge as well as ad dit ion a l

cooler and blast freezer space.





U . S . O P E R A T I O N S

Fiscal 1998 was not only a year of strong operating performance. Fro m

a marketing perspective, the past year was also one of major accomplishment. New

p roducts and innova t i ve line extensions we re introduced with considerable success.

Many of the company’s best-known brands enjoyed greatly improved market per-

formance and category share. Attention directed to updating and contemporizing

heritage core product lines helped fuel volume growth and led to a re i n v i g o r a t i o n

in the marketplace. Lastly, energized by the company’s first Super Bowl commer-

cial, marketing and promotional spending we re at an all-time high, keeping new

and established products in the fore f ront of their mark e t s .

New and Established Corn e rstone Pro d u c t s

The second year for distribution of Always Te n d e r f resh pork clearly demonstrated

the substantial growth potential that exists for brands offering added value. All cat-

egories – Always Te n d e r f resh pork, Always Te n d e r fla vo red pork and Always Te n d e r

Consumer Re a d y f resh pork – re c o rded re c o rd sales and tonnage volume. Salsa and

honey mustard center cut filets we re recent introductions to the Always Te n d e r

fla vo red pork line.

Excellent consumer response to re c o rd investments in adve rtising and mark e t-

ing for Cu re 81 ham helped drive sales and volume for this signature company

brand. Heavily supported seasonal promotions, including the eighth

c o n s e c u t i ve Hams for the Ho l i d a y s campaign and a compre h e n s i ve

Easter trade support program, as well as an upscale “Great 

on the Gr i l l” promotion during the summer, ensure d

continuous ye a r - round growth for both boneless

and bone-in, spiral-sliced va r i e t i e s .

One of the comp a ny ’s most 

p owe rful branded pro d u c t s

for more than one-quarter of a century

has been Cu re 81 ham. To ensure 

this time-honored staple retains its

p rominence as America’s pre f e r re d

choice, changes made in the 

manufacturing process in late 1998

resulted in a more tender, juicier 

ham. T h e “n ew” Cu re 81 ham will 

offer additional consumer satisfaction.

Al w a y s Te n d e r center cut pork chops.  >



Ho rm e l p e p p e ro n i ,

the unrivaled number

one brand nationally,

re c o rded its fifth consec-

u t i ve year of growth en ro u t e

to achieving a 50 percent category

s h a re. An extensive campaign to feature

this flagship pro d u c t , designed to promote the

brand and expand consumer perception of pepperoni usage, led to several tie-ins

with other major consumer food products. Ho rm e l t u rkey pepperoni, in only its

t h i rd year in the marketplace, became the number four best-selling item in the cat-

e g o ry. With sales volume up substantially in 1998, this unique, 70 percent less-fat

a l t e r n a t i ve is proving to be one of the most successful product introductions in

recent company history.

In c reased consumer demand for greater convenience and variety inspired 

s e veral new product additions. In Ma y, Je n n i e - O t u rkey breast tenderloins, in

lemon garlic and original fla vors, debuted as a healthy, low-fat main course and as

the perfect alternative to chicken in fajitas, stir-fry and pasta salads. These items,

packaged in 3-lb. resealable bags, have experienced tremendous initial success.

They will be introduced nationally with a third member of the line, Je n n i e - O

t u rkey grillers, tender thigh meat cuts for main course and sandwich applica-

tions. Je n n i e - O p remium deli-shaved turkey breasts we re also introduced in four

unique fla vor pro files. Each variety is attractively displayed in a 1-lb. re s e a l a b l e

package so consumers can lock in the deli freshness after each serv i n g .

I nve stments in Old Favo ri te s

In i t i a t i ves to contemporize and promote four of the company’s biggest brands

we re started in fiscal 1997 and continued throughout the past ye a r. For Ho rm e l

chili, this meant further label improvements emphasizing the new product for-

mula on the front panel. The product changes re c e i ved strong approval. The “n ew”

Ho rm e l chili was supported by two adve rtising firsts – the company’s Super Bow l

c o m m e rcial in Ja n u a ry and a print adve rtising strategy targeting young adults.

Wi th the click of a mouse, 

i t’s here . S PA M luncheon meat,

both a versatile kitchen favorite and

an icon of popular culture, has its 

own Web site on the Internet at

w w w.spam.com. In addition, in 

1998, S PA M luncheon meat was

accepted into the Sm i t h s o n i a n

National Museum of American

Hi s t o ry in Washington, D.C., and 

also became the honorary subject 

for creation of The Of ficial 

S PAM ™ Fan Club.

8
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St a g g chili, acquired in 1996, is proving to be the perfect complement to the

popular 63-year-old Ho rm e l chili. In retail and foodservice in the U.S., Canada

and Australia, volume and new distribution continued to grow nicely. New adve r-

tising consisted of television, radio and couponing support, plus the use of thre e

32-foot St a g g m o b i l e vehicles which traveled to festivals, sporting events, parades

and other special activities offering extensive consumer sampling.

S PA M luncheon meat, having completed its second year of brand re v i t a l i z a-

tion, scored a dollar sales gain of four percent. Fo l l owing the extensive label “f a c e -

l i f t” in 1997, the packaging modernization was completed with the fourth quart e r

i n t roduction of a new easy-open, two-piece container that improved the brand’s

overall imagery and functionality. An aggre s s i ve adve rtising campaign targeted

neutral nonusers and light users with a contemporary “g reat taste” m e s s a g e .

Dinty Mo o re beef stew, another of the company’s successful “big brands,” was

reformulated in the second quart e r. Ex t e n s i ve testing confirmed consumers we re

in favor of reducing fat from 14 grams to eight grams per serving and calories

f rom 230 to 180 without altering the fla vor pro file of this strong core brand. A

n ew 50 percent reduced fat Ma ry Kitchen corned beef hash was developed to

i n c rease consumption with light and medium users of hash with the ultimate goal

of achieving additional overall volume for the entire line and category.

E thnic Food St ra te g i e s

New packaging, new formulations, new labels and new line extensions summarize d

the heightened marketing effort devoted to the family of C h i - C h i’s

Mexican foods. For C h i - C h i’s salsa, this meant an improve d

recipe featuring an entirely new taste, texture, look

and appeal. A new jar design enhanced pro d u c t

d i f f e rentiation on gro c e r s’ shelves as did bold,

bright labeling that included updated

food phot o g r a p h y. The addition of the

Fiesta name promoted a fun, festive

q u a l i t y to the entire line. Pro d u c t

enhancements we re also made to

J e n n i e - O p remium deli-

s h aved turkey bre a sts. 

Available in four va r i e t i e s – honey

mesquite, hickory smoked, honey

c u red and smoked pepper – the 99 

p e rcent fat free products are ready 

for immediate package-to-sandwich

p reparation. The 1- lb. resealable 

package offers maximum fre s h n e s s ,

extended usage and added consumer 

c o n ve n i e n c e .

Je n n i e - O s m o k e d , cooked whole bird.  >
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C h i - C h i’s refried beans,

taco shells, taco dinner

kits and original re s t a u-

rante seasoning mix. A C h i - C h i’s

Fiesta soft taco dinner kit, burrito

dinner kit and fajita dinner kit we re

i n t roduced in test markets late in the fiscal ye a r.

The authentic Mexican products produced through joint ve n t u re He rd ez

Corporation continued to perform well within Me x i c a n -American markets. Sa l e s

dollars and tonnage volume for both gro c e ry products and foodservice re a c h e d

double-digit growth levels for the second consecutive ye a r. Do ñ a Ma r í a mole pave d

the way with a 25 percent jump in dollar sales that i m p roved its category m a rk e t

s h a re to over 50 percent nationally. Six varieties of He rd e z salsa and two fla vors of

Doña Ma r í a bouillon captured good volume and distribution following their fis-

cal 1998 market rollout. In a move to become a full national player with re s t a u-

rant-authentic Mexican sauces and foods, a licensing agreement was signed with

El Torito Restaurants, Inc., Irvine, Calif. Beginning in fiscal 1999, a variety of sal-

sas, sauces, salad dressings, taco kits and other Mexican foods will be sold re t a i l

in the western United States under the El Torito and El Torito Gr i l l brands. 

Within foodservice, Hormel Foods offers Me x i c a n - i n s p i red meat, entree and

sauce products under the R i c o Ol é brand which enjoyed a 25 percent increase 

in tonnage in 1998. Top performers we re R i c o Ol é chicken and beef fajita meat

and R i c o Ol é con queso sauce.

A large-scale expansion of the company’s Mediterranean family of pro d u c t s

o c c u r red late in the ye a r. Four flavors of Ma r rakesh Ex p re ss couscous grande –

roasted red pepper, roasted garlic, toasted onion, and sun-dried tomatoes – debuted

as did a plain Ma r rakesh Ex p re s s couscous marketed in a 25.2-oz. resealable can-

ister with a measuring spoon. Dry packaged soups and breakfast cups we re also

i n t roduced. The six hearty Ma r rakesh Ex p ress Zu p p a ! Mediterranean soups are

spicy Sicilian beans with orzo; roasted red peppers and rice; Tuscan white beans

with spinach spirals; pasta fagioli; toasted onion couscous; and eggplant, tomato

and mushroom couscous. Added to this new product family was a four-item line

of Ma r rakesh Ex p ress Cocorico! b reakfast cups in blueberry almond, strawberry

almond, banana pecan and apple cinnamon fla vors. 

B read Re a d y p resliced meats,

i n t roduced in 19 9 2 , h a ve grown 

to include a compre h e n s i ve 30-

plus item line of the finest ham, ro a s t

b e e f, turkey and dry sausage va r i e t i e s

for foodservice and deli applications.

The key benefits are premium quality

meats, superior packaging to ensure 

f reshness and exact portion control 

for consistency, and no in-house 

slicing operations which eliminate

labor and equipment costs.

Old Ty m e pit carving ham 

for foodservice operations.  >



Also in the Mediterranean category, a Pe l o p o n n e s e salsa kalamata and a

Pe l o p o n n e s e salsa aubergina we re introduced, joining a new four-item line of

Pe l o p o n n e s e bean stews – white bean and vegetables in basil tomato sauce, chick

peas and zucchini in saffron sauce, pesto beans and sweet peppers in cumin tomato

sauce, and green lentils and carrots in mild chili sauce. Pe l o p o n n e s e consumer tray-

p a c k items, numbering five varieties of premium olives and peppers, capture d

added volume and distribution in the service and self-serve deli departments of 

s u p e r m a rkets across the country. An attractive corrugated merchandising display 

c o ntributed to the notew o rthy gains. Other valuable imported specialty foods,

Pe l o p o n n e s e roasted ye l l ow sweet peppers, El Pe s c a d o r Chilean anchovies and Sp a n i s h

Ga rd e n a rtichokes, gained new distribution through Gourmet America, mark e t e r

of upscale international food products sourced from around the world. Su c c e s s-

fully i n t roduced we re Piccolo Mo l i n o a n d Vi o l a Ca r i n i brands of extra virgin

o l i ve oils from Italy. L a u rent du Clos French Dijon mustards and wine vinegars 

debuted late in the ye a r.

Within the Pa t a k’s family of Indian-themed products, two cooking sauces,

Dopiaza and Ja l f rezi, re g i s t e red strong volume growth. The line was expanded t o

include Tikka Masala, a tangy coriander with lemon; Korma, a rich, creamy coconut;

Madras, a hot chili with cumin; and Rogan Josh, a spicy tomato with card a m o m .

Ho u s e o f Ts a n g sauces and oils continued to build tonnage volume thro u g h

retail gro c e ry outlets with a seven percent improvement in 1998. Fo o d s e rv i c e

channels produced a 20 percent increase. In - s t o re supermarket delicatessens and

independent deli operators also enlivened the overall performance with vo l u m e

and distribution gains. Ho u s e o f Tsang Hibachi Gr i l l sauces continued to

e n j oy strong growth in only their third year in the mark e t p l a c e .

B re a k fa st Meats

The company’s dive r s i fied lineup of breakfast meats achieve d

e xcellent gains in 1998. Within the retail bacon category,

s e veral key items contributed to double-digit growth in

tonnage and accompanying improvement in category

m a rket share. Major contributors we re Bl a c k L a b e l

b a c o n , Ho rm e l m i c row a ve bacon, Range Bra n d b a c o n ,

C o n s u m e rs have made H o rm e l

p e p p e roni the unri valed number

one brand nationally. The com-

p a n y’s highly successful five - year “Pe p

It Up!” consumer adve rtising campaign

has systematically built new vo l u m e ,

dollar share and category growth. T h i s

campaign will be updated in 1999 to

suggest new, cre a t i ve uses for peppero n i

as a fla vo rful ingredient for dishes o t h e r

than as a traditional pizza topping.

Ho rm e l p e p p e roni.  >



Ho rm e l fully cooked bacon and

D u b u q u e Classic bacon. One ve ry

p romising line extension was the

i n t roduction early in the year of

Ho rm e l fully cooked bacon pieces,

a convenient product ready to use on salads, potatoes,

omelets, beans, pizza or any dish where bacon is a pre f e r red ingre d i e n t .

Also within retail, Little Sizzlers p o rk sausage re c o rded double-digit grow t h

during the key consumption period of September through Fe b ru a ry. The newe s t

addition, a maple fla vo red Little Si z z l e r s p o rk sausage, continued to build vo l u m e

and category share . D u b u q u e roll sausage and D u b u q u e skin-on link sausage con-

tributed nicely to overall pork sausage results. 

Grill Pe rf e c t bacon for foodservice nearly doubled its tonnage volume in 1998.

Old Sm o k e h o u s e bacon enjoyed solid tonnage increases with Fa s t’N Ea s y p re c o o k e d

bacon also realizing good gains. T h e Special Re c i p e p o rk sausage line was extended

i n the first quarter to include Sp e c i a l Re c i p e t u rkey sausage links. Total volume was

well ahead of last year with the new turkey sausage links providing new momentum. 

Je n n i e - O Extra Lean turkey bacon and Je n n i e - O fat free turkey bacon together

a c h i e ved a 12 percent growth in tonnage. For foodservice, Je n n i e - O t u rkey sausage

in links and patties re g i s t e red a strong 40 percent tonnage incre a s e .

O ther Deli and Fo o d s e rvice Initiative s

Understanding the increasing importance of value-added quality and conve n i e n c e

to deli and foodservice operators, the company added to its Ho rmel, Je n n i e - O a n d

D u b u q u e branded precooked and presliced programs. In the deli, the strong 

double-digit performance of presliced meats was led by Di Lu s s o genoa, San Re m o

Bra n d g e n o a , Ho m e l a n d h a rd salami and Leoni Bra n d p e p p e roni attractively 

m e rchandised in “sub shop” display shippers. Sales of Di Lu s s o genoa also ben-

e fited f rom the second year tie-in with the New Yo rk Yankees and Land O’ L a k e s

American deli cheese. 

Re c o rd deli sales for Ho rm e l cooked ham and Ho rm e l cooked turkey pro d u c t s

we re posted in 1998. Deli cooked ham, in part i c u l a r, exceeded all goals set for the

year and ended with a re c o rd tonnage volume increase. Se veral varieties of Ho rm e l

fla vo red turkey – cracked pepper, garlic herb, lemon dill, and Cajun – contributed

to the double-digit growth compiled by the entire cooked turkey category. 

The 99 percent fat free J e n n i e - O

G rand Champion hicko ry smoke d

t u rkey bre a s t with broth has a 

natural shape and texture that make 

it perfect for gourmet sandwiches and

center-of-the-plate entrees. The Gr a n d

Champion line includes a variety of

f resh, fro zen, fully cooked and re a d y -

to-cook products for delis, re s t a u -

rants, catering and special eve n t s .
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Je n n i e - O teriyaki fla vo re d

marinated tenderloin.  >



New offerings for the deli operator included a selection of ro t i s s e r i e - re a d y

meats. Ho rm e l rotisserie pork roast and Ho rm e l rotisserie turkey roast, intro d u c e d

in 1997, are available in several popular flavors. Jennie-O Foods followed with 

the launch of three specially developed rotisserie products – a split turkey bre a s t ,

t u rkey drumstick and turkey thigh – all perfect take-home items for quick and

easy meal preparation. Also introduced we re a Je n n i e - O oven roasted whole turk e y

and a Je n n i e - O smoked whole turk e y. Both products are sold through the deli as

g reat holiday and special occasion party meals to be served in the home.

Je n n i e - O p resliced deli meats is a three-item line of deli-shaved turkey bre a s t ,

smoked turkey breast and smoked white turk e y. In t roduced in Ma y, it prov i d e s

deli operators with labor-saving benefits and uniform slices for better portion con-

t rol with no waste. Bread Re a d y p resliced meats, a similar product line sold thro u g h

Hormel Foods deli and foodservice operations, was expanded during the year to

include buffet turk e y, pastrami and honey ham additions. The growing array of

ham, turk e y, roast beef and dry sausage products, numbering more than 30 selec-

tions, posted a 30 percent increase in tonnage.

At Da n’s Pr i ze, a precooked, boneless seasoned prime rib produced good vo l-

ume gains with foodservice and deli accounts. Oven roasted meats sourced fro m

Da n’s Pr i ze continued to find widespread customer acceptance and excellent gains

in distribution. Da n’s Pr i ze produces more than 15 premium prime rib, roast beef,

corned beef, pastrami and other cooked beef products. 

American Institutional Products (AIP) is a leading supplier of foods for the

g rowing health care industry. A re c o rd volume year was accomplished thro u g h

w i d e s p read distribution gains and the introduction of a number of

n ew items. The marketing of Hyd rolyte p rethickened electro l y t i c

b e verages to aid in the hydration of patients with dysphagia

quickly established itself as a top selling item within the

p rethickened beverage category. A new high-calorie,

h i g h - p rotein drink launched late in the year is still

in limited distribution. The pro d u c t’s acceptance

and volume impact to the company are expected

to be significant in 1999.

C h i - C h i ’s salsa, along with 

other C h i - C h i ’s sauces and fo o d s ,

b e n e fited from an exciting pro m o t i o n a l

campaign involving the company’s fir s t

celebrity spokesperson in many ye a r s .

Brett Fa v re, three-time National Fo o t b a l l

League MVP and quarterback of the

1996 NFL World Champion Gre e n

Bay Pa c k e r s , “t h rew” his support into

a sweeping program that included

print adve rtisements and cents-off 

consumer coupons.

Ho rm e l chunk breast of chicken, Ma r rakesh Ex p re s s sun-dried 

tomato couscous, C h i - C h i’s salsa and Pe l o p o n n e s e kalamata olives.  >





Despite difficult economic trends in many international mark e t s ,

Hormel Foods International (HFI) ended the year with improved earnings and

re c o rd dollar sales and tonnage volume. Especially significant we re HFI’s two joint

ve n t u res in China – Beijing Hormel Foods Co. Ltd. and Shanghai Hormel Fo o d s

C o. Ltd. – which continued to build distribution and customer and consumer

a w a reness of their growing mix of branded, value-added processed meat pro d u c t s .

By year-end, more than 750 retail stores and 275 foodservice outlets, including

such we l l - k n own names as A&W, Pizza Hut, Tony Ro m a’s, Da i ry Qu e e n ,

Mc Do n a l d’s, Su bway and TGI Fr i d a y’s restaurants, we re being serviced. Core

p roducts included bacon, smoked and cooked ham, franks, cocktail smokies,

smoked sausage, smoked turkey breast, roast beef, smoked chicken breast, 

pastrami, corned beef, Canadian bacon and pepperoni. 

A s i a - Pa c i fic Re g i o n

Ex p o rts of processed foods reached re c o rd levels in major Asia-Pa c i fic mark e t s ,

including Japan, the Philippines, Australia and Mi c ronesia. In Okinawa, licensee

Okinawa Hormel Ltd., which is 25 percent owned by HFI, increased market share

of shelf-stable and refrigerated processed meats. Ad d i t i o n a l l y, the company bro a d-

ened distribution of several product lines, most notably microw a veable entre e s .

In the Philippines, aided by licensee Pu re Foods Corporation, export tonnage

g rew nearly 50 percent. The duty free channel continued to be an especially vibrant

e x p o rt outlet for multiple varieties of canned foods. Within the historically stro n g

Mi c ronesian market, increased promotional spending for S PAM l u n c h e o n

meat and St a g g chili led to solid export gains.

A seve re economic downturn in Ko rea negatively impacted licensee

C h e i l Je d a n g’s re s u l t s f o r the ye a r. Si m i l a r l y, the weak Australian currency a f f e c t e d

earnings for the joint ve n t u re partnership with KR Hormel Foods of Br i s b a n e .

Re venues and volume, howe ve r, achieved re c o rd leve l s .

This bilingually labeled cooke d

ham pro d u c t , p roduced at Ho r m e l

Foods In t e r n a t i o n a l’s joint ve n t u re

operations in Beijing and Sh a n g h a i ,

China, is marketed to retail outlets in

these extremely large and populous

cities. Mo re than 30 consumer-

branded varieties and package sizes 

of bacon, franks, ham, fresh and dry

sausage are formulated to suit traditional

Chinese tastes and buying pre f e re n c e s .

I N T E R N A T I O N A L O P E R A T I O N S

Chinese Cocktail Sm o k i e s.  >



E u ro p e

Re c o rd investments during fiscal 1997

led to new Eu ropean strategic alliances

designed to expand product opport u n i t i e s

and markets. A 21 percent stake in global foods

company Campofrio Alimentacion, S.A., Ma d r i d ,

Spain, constitutes HFI’s largest foreign investment. Their significant international

p resence and production and market capabilities offer the potential for HFI to

i n t roduce and grow U.S. brands across Eu rope. T h rough this licensing alliance,

o p p o rtunities also exist to produce domestically or import into the U.S. the wide

varieties of Campofrio branded ham, franks, sausage and turkey products. 

In the United Kingdom, the newly formed alliance with Tulip International 

A/S, Arhus, De n m a rk, resulted in significant earnings increases and accompanying

s t rong share growth for S PA M luncheon meat. Major improvements in pro d u c t

costs, an upgrading of sales and marketing functions, effective adve rtising and major

retail promotions contributed to the brand’s re s u r g e n c e .

A m e ri c a s

Results from this region during fiscal 1998 we re generally excellent. Hormel Cinta

Azul Foods of Central America, Inc., San Jose, Costa Rica, is a joint ve n t u re com-

pany formed in 1997. It continued to build new canned foods distribution acro s s

Costa Rica, Honduras, El Sa l va d o r, Guatemala and Be l i ze. In Panama, new agre e-

ments with licensee Blue Ribbon Products, S.A., for refrigerated products, and

distributor Groceries Trade, Inc., for shelf-stable, pre p a red foods, helped incre a s e

H F I ’s presence in both retail and deli channels. 

HR Foods de Colombia S.A. successfully launched a new family of pro c e s s e d

meat and turkey products in Colombia under the Deli Ro n d o brand. Mexican joint

ve n t u re Hormel Alimentos S.A. de C.V. ove rcame a short-term volume loss due to

re g u l a t o ry labeling changes and ended the year with a 34 percent improvement in

tonnage. Ex p o rts to the Caribbean, specifically the Dominican Republic, Haiti and

Suriname, rose 73 perc e n t .

Despite the weak Canadian dollar, exports to Canada we re at an all-time high

in 1998. St a g g chili led the growth with a 58 percent volume increase and is now

the category leader among all major Canadian retailers. Fo o d s e rvice part n e r s h i p s

with major pizza chains contributed to volume increases in pepperoni, pre c o o k e d

bacon and other meat toppings. 

I n t roduced in 1998 into th e

C a ribbean and the countries of

Panama, Costa Rica and Belize,

this Spanish-labeled canned luncheon

loaf is already gaining strong mark e t-

place acceptance. Joint ve n t u re 

company Hormel Cinta Azul Foods 

is developing a broad number of

canned food products for launch 

into all of Central America.
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S PA M luncheon meat is popular in Japan.  >
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S E L E C T E D F I N A N C I A L D A T A

(In Thousands, Exc e pt Per Share Amounts) 1 9 9 8 * 19 97 19 9 6 19 9 5

O p e r a t i o n s

Net Sales $ 3,261,045 $ 3,256,551 $ 3,098,685 $ 3,046,195

Net Earnings Before Cumulative Effect 

of Accounting Changes 1 3 9 , 2 9 1 1 09, 4 9 2 7 9 , 4 0 8 1 2 0 , 4 3 6

P e rcent of Sales 4 . 2 7 % 3 . 3 6 % 2 . 5 6 % 3 . 9 5 %

Cumulative Effect of Accounting Changes

Net Earnings (Loss) 1 3 9 , 2 9 1 1 0 9 , 4 9 2 7 9 , 4 0 8 1 2 0 , 4 3 6

Wage Costs 4 9 8 , 9 7 3 4 3 5 , 7 8 9 3 9 8 , 8 2 4 3 7 3 , 9 0 1

Total Taxes (Excluding Payroll Ta x ) 8 9 , 8 1 6 7 3 , 1 1 5 5 6 , 9 9 2 8 4 , 3 2 9

D e p reciation and Amort i z a t i o n 6 0 , 2 7 3 5 2 , 9 2 5 4 2 , 7 0 0 37, 2 2 0

Financial Position

Working Capital $     449,714 $ 4 1 0 , 7 7 4 $    456,850 $    441,452

P ro p e rties (Net) 4 8 6 , 9 0 7 4 8 8 , 7 3 8 4 2 1 , 4 8 6 3 3 3 , 0 8 4

Total Assets 1 , 5 5 5 , 8 9 2 1 , 5 2 8 , 5 3 5 1 , 4 3 6 , 1 3 8 1 , 2 2 3 , 8 6 0

L o n g - t e rm Debt

Less Current Maturities 2 0 4 , 8 7 4 1 9 8 , 2 3 2 1 27, 0 0 3 1 6 , 9 5 9

S h a reholders’ Investment 8 1 3 , 3 1 5 8 0 2 , 2 0 2 7 8 5 , 5 5 1 7 3 2 , 0 4 7

Per Share Of Common Stock

Net Earnings Before Cumulative Effect 

of Accounting Changes — Basic $            1.86 $ 1 . 4 3 $          1.04 $   1 . 5 7

Net Earnings Before Cumulative Eff e c t

of Accounting Changes — Diluted 1 . 8 5 1 . 4 3 1 . 0 4 1 . 5 7

Cumulative Effect of Accounting Changes

Net Earnings (Loss) — Basic 1 . 8 6 1 . 4 3 1 . 0 4 1 . 5 7

Net Earnings (Loss) — Diluted 1 . 8 5 1 . 4 3 1 . 0 4 1 . 5 7

D i v i d e n d s 0 . 6 4 0 . 6 2 0 . 6 0 0 . 5 8

S h a reholders’ Investment 1 1 . 0 7 1 0 . 5 9 1 0 . 1 3 9 . 5 4

*53 We e k s
**Adoption of SFAS No. 106 and No. 109



19

19 94 19 9 3 19 92* 19 91 19 9 0 19 8 9 19 8 8

$ 3,064,793 $ 2,853,997 $ 2,813,651 $ 2,836,222 $ 2,681, 1 8 0 $ 2,340,513 $ 2,292,847

1 17, 9 7 5 1 0 0 , 7 7 0 9 5 , 1 7 4 8 6 , 3 9 3 77, 1 2 4 70, 1 1 4 6 0 , 1 9 2

3 . 8 5 % 3 . 5 3 % 3 . 3 8 % 3 . 0 5 % 2 . 8 8 % 3 . 0 0 % 2 . 6 3 %

( 1 27, 5 2 9)* *

1 17, 9 7 5 ( 2 6 , 7 5 9 ) 9 5 , 1 7 4 8 6 , 3 9 3 77, 1 2 4 7 0 , 1 1 4 6 0 , 1 9 2

3 51, 0 9 6 3 2 5 , 1 1 5 3 0 4 , 6 9 6 2 7 8 , 5 3 7 2 6 7 , 3 9 1 2 5 4 , 4 4 9 2 5 3 , 9 3 7

8 2 , 9 1 5 7 0 , 0 2 6 6 4 , 9 6 8 6 0 , 0 3 5 5 1 , 9 9 0 4 8 , 9 8 3 4 4 , 5 4 1

3 6 , 6 1 1 3 2 , 1 7 4 3 8 , 9 7 2 3 6 , 2 6 9 3 5 , 5 5 4 3 6 , 8 6 3 3 5 , 5 1 7

$    443,298 $    392,846 $    401,216 $    346,164 $    293,818 $    232,941 $    156,476

2 7 0 , 8 8 6 2 4 4 , 9 8 7 2 1 6 , 3 9 0 2 3 1 , 8 1 7 2 3 5 , 0 2 6 2 4 4 , 3 6 2 2 6 3 , 0 5 6

1 , 1 9 6 , 7 1 8 1 , 0 9 3 , 5 5 9 9 1 3 , 0 1 5 8 5 6 , 8 3 5 7 9 9 , 4 2 2 7 27, 4 2 9 7 0 6 , 5 4 8

1 0 , 3 0 0 5 , 7 0 0 7 , 6 2 4 2 2 , 8 3 3 2 4 , 5 3 5 1 9 , 2 2 8 2 0 , 3 9 9

6 6 1 , 0 8 9 5 7 0 , 8 8 8 6 4 4 , 2 8 4 5 8 3 , 4 0 8 5 1 3 , 8 3 2 4 7 0 , 9 2 9 4 1 8 , 7 1 6

$ 1 . 5 4 $ 1 . 3 1 $          1.24 $          1.13 $ 1 . 0 1 $ 0 . 9 1 $ 0 . 7 9

1 . 5 4 1 . 3 1 1 . 2 4 1 . 1 2 1 . 0 0 0 . 9 1 0 . 7 8

( 1 . 6 6 ) * *

1 . 5 4 ( 0 . 3 5 ) 1 . 2 4 1 . 1 3 1 . 0 1 0 . 9 1 0 . 7 9

1 . 5 4 ( 0 . 3 5 ) 1 . 2 4 1 . 1 2 1 . 0 0 0 . 9 1 0 . 7 8

0 . 5 0 0 . 4 4 0 . 3 6 0 . 3 0 0 . 2 6 0 . 2 2 0 . 1 8

8 . 6 2 7 . 4 5 8 . 4 1 7 . 6 1 6 . 7 0 6 . 1 4 5 . 4 6
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C O N S O L I D A T E D S T A T E M E N T S O F F I N A N C I A L P O S I T I O N

(In Thousands) October 31, 1998 O c tober 25, 19 97

A s s e t s

C u rrent Assets

Cash and cash equivalents $    2 0 3 , 9 3 4 $   1 4 6 , 8 5 3

S h o rt - t e rm marketable securities 3 4 , 0 9 8 5 , 5 3 3

Accounts re c e i v a b l e 2 2 2 , 9 1 9 2 3 3 , 9 6 6

I n v e n t o r i e s 2 3 9 , 5 4 8 2 6 5 , 3 4 6

D e f e rred income taxes 8 , 8 9 4 1 2 , 2 0 4

P repaid expenses 7 , 9 7 2 7, 4 5 0

Total Current Assets 7 1 7 , 3 6 5 6 7 1 , 3 5 2

D e f e rred Income Ta x e s 6 5 , 6 0 6 6 8 , 6 2 9

I n t a n g i b l e s 1 0 5 , 2 4 4 1 1 2 , 3 5 8

Investments in Aff i l i a t e s 1 1 1 , 3 6 4 1 3 2 , 7 2 4

Other Assets 6 9 , 4 0 6 5 4 , 7 3 4

P ro p e rt y, Plant and Equipment

L a n d 1 3 , 0 8 0 1 1 , 4 6 7

B u i l d i n g s 2 7 5 , 4 4 5 2 4 2 , 1 2 4

E q u i p m e n t 6 1 6 , 1 0 9 5 9 4 , 1 5 9

C o n s t ruction in pro g re s s 3 3 , 9 4 7 7 2 , 1 7 9

9 3 8 , 5 8 1 9 1 9 , 9 2 9

Less allowance for depre c i a t i o n ( 4 5 1 , 6 7 4 ) ( 4 3 1 , 1 9 1 )

4 8 6 , 9 0 7 4 8 8 , 7 3 8

Total Assets $ 1,555,892 $ 1,528,535
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(In Thousands) October 31, 1998 O c tober 25, 19 97

Liabilities and Shareholders’ Investment

C u rrent Liabilities

Accounts payable $    1 1 9 , 8 3 6 $ 1 2 0 , 3 8 5

A c c rued expenses 3 3 , 6 9 9 3 4 , 5 6 4

A c c rued marketing expenses 2 6 , 1 4 0 2 1 , 5 4 3

Employee compensation 5 4 , 3 1 4 4 6 , 2 7 5

Taxes, other than federal income taxes 1 4 , 5 9 9 1 6 , 5 2 4

Dividends payable 1 1 , 7 7 4 1 1 , 9 8 0

Federal income taxes 1 , 1 7 2 4 , 7 1 2

C u rrent maturities of long-term debt 6 , 1 1 7 4 , 5 9 5

Total Current Liabilities 2 6 7 , 6 5 1 2 6 0 , 5 7 8

L o n g - t e rm Debt — less current maturities 2 0 4 , 8 7 4 1 9 8 , 2 3 2

Accumulated Postre t i rement Benefit Obligation 2 4 8 , 2 0 1 2 4 3 , 3 4 3

Other Long-term Liabilities 2 1 , 8 5 1 2 4 , 1 8 0

S h a reholders’ Investment

P re f e rred Stock, par value $.01 a share — authorized 40,000,000 shares; issued — none

Common Stock, nonvoting, par value $.01 a share — authorized 40,000,000 shares; issued — none

Common Stock, par value $.1172 a share — authorized 200,000,000 shares; 

issued 73,614,546 shares October 31, 1998

issued 75,776,510 shares October 25, 1997 8 , 6 2 8 8 , 8 8 1

F o reign currency translation adjustment ( 2 , 0 3 4 )

Retained earn i n g s 8 1 0 , 2 8 0 7 9 3 , 3 2 1

8 1 6 , 8 7 4 8 0 2 , 2 0 2

S h a res held in tre a s u ry ( 3 , 5 5 9 )

Total Shareholders’ Investment 8 1 3 , 3 1 5 8 0 2 , 2 0 2

Total Liabilities and Shareholders’ Investment $ 1,555,892 $ 1,528,535

See notes to consolidated financial statements.
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C O N S O L I D A T E D S T A T E M E N T S O F O P E R A T I O N S

(In Thousands, Exc e pt Per Share Amounts) October 31, 1998 O c tober 25, 19 97 O c tober 26, 19 9 6

Sales, less re t u rns and allowances $ 3,261,045 $ 3,256,551 $ 3,098,685

Cost of products sold 2 , 4 0 0 , 3 3 3 2 ,497,662 2 , 3 9 8 , 2 7 2

G ross Pro fit 8 6 0 , 7 1 2 7 5 8 , 8 8 9 7 0 0 , 4 1 3

Expenses and gain on plant sale:

Selling and delivery 3 2 8 , 0 5 0 2 97, 2 9 4 2 9 4 , 0 8 7

M a r k e t i n g 2 7 6 , 8 2 6 2 17, 6 3 7 2 0 9 , 0 2 1

Administrative and general 7 2 , 3 3 1 7 5 , 7 8 8 7 5 , 6 5 9

Gain on plant sale ( 2 8 , 3 7 9 )

R e s t ructuring charg e s ( 5 , 1 7 6 ) 8 , 6 5 9

Operating Income 2 1 1 , 8 8 4 1 7 3 , 3 4 6 1 1 2 , 9 8 7

Other income and expense:

I n t e rest and investment income 1 4 , 8 2 1 9 , 1 5 6 1 4 , 1 0 6

Equity in earnings of affil i a t e s 4 , 3 2 3 3 , 4 0 2

I n t e rest expense ( 1 3 , 6 9 2 ) ( 1 5 , 0 4 3 ) ( 1 , 6 1 9 )

E a rnings Before Income Ta x e s 2 1 7 , 3 3 6 1 7 0 , 8 6 1 1 2 5 , 4 7 4

P rovision for income taxes 7 8 , 0 4 5 6 1 , 3 6 9 4 6 , 0 6 6

Net Earn i n g s $ 1 3 9 , 2 9 1 $ 1 09, 4 9 2 $ 79, 4 0 8

Net Earnings Per Share (basic) $           1 . 8 6 $ 1 . 4 3 $ 1 . 0 4

Net Earnings Per Share (diluted) $  1 . 8 5 $ 1 . 4 3 $ 1.04 

See notes to consolidated financial statements.

Fiscal Year Ended
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C O N S O L I D A T E D S T A T E M E N T S O F C H A N G E S

I N S H A R E H O L D E R S ’ I N V E S T M E N T

Fo re i g n

Ad d i t i o n a l C u rre n c y Tota l

Common Sto ck Tre a s u ry Sto ck Pa i d - i n Reta i n e d Tra n s l a t i o n S h a re h o l d e rs’

(In Thousands, Exc e pt Per Share Amounts) S h a re s A m o u n t S h a re s A m o u n t C a p i ta l E a rn i n g s Ad j u st m e n t I nve st m e n t

Balance at October 28, 1995 7 6 , 8 5 2 $ 9,007 ( 1 5 0 ) $  (3,922) $ 16,624 $ 710,338 $   0 $ 732,047

P u rchases of Common Stock ( 1 , 0 1 5 ) ( 2 4 , 3 3 4 ) ( 2 4 , 3 3 4 )

E x e rcise of stock options 1 1 4 3 , 0 1 3 (1,1 1 4 ) 1 , 8 9 9

S h a res re t i re d ( 1 , 0 2 7 ) ( 1 2 0 ) 1, 0 2 7 2 4 , 7 0 8 ( 2 4 , 5 8 8 ) 0

Issuance of stock for Stagg Foods, Inc. 1 , 7 0 9 2 0 0 3 9 , 8 0 0 4 0 , 0 0 0

Tax benefit of stock options 3 7 8 3 7 8

Adjustment in minimum pension liability 2 , 2 5 4 2 , 2 5 4

Net earn i n g s 7 9 , 4 0 8 79, 4 0 8

Cash dividends — $.60 per share ( 4 6 , 1 0 1 ) ( 4 6 , 1 0 1 )

Balance at October 26, 1996 7 7 , 5 3 4 9 , 0 8 7 ( 2 4 ) ( 5 3 5 ) 3 2 , 2 1 4 7 4 4 , 7 8 5 0 7 8 5 , 5 5 1

P u rchases of Common Stock ( 1 , 7 4 8 ) ( 4 5 , 4 5 7 ) ( 4 5 , 4 5 7 )

E x e rcise of stock options 1 5 3 6 8 ( 1 3 2 ) 2 3 6

S h a res re t i re d ( 1 , 7 5 7 ) ( 2 0 6 ) 1 , 7 5 7 4 5 , 6 2 4 ( 3 2 , 2 8 1 ) ( 1 3 , 1 3 7 ) 0

Tax benefit of stock options 6 7 6 7

Adjustment in minimum pension liability ( 1 4 0 ) ( 1 4 0 )

Net earn i n g s 1 09, 4 9 2 1 09, 4 9 2

Cash dividends — $.62 per share ( 47, 5 4 7 ) ( 47, 5 4 7 )

Balance at October 25, 1997 7 5 , 7 7 7 8 , 8 8 1 0 0 0 7 93, 3 2 1 0 8 0 2 , 2 0 2

P u rchases of Common Stock ( 2 , 3 7 2 ) ( 8 0 , 1 0 4 ) ( 8 0 , 1 0 4 )

E x e rcise of stock options 9 1 3 , 0 7 4 ( 1 , 5 6 2 ) 1 , 5 1 2

S h a res re t i re d ( 2 , 1 6 2 ) ( 2 5 3 ) 2 , 1 6 2 7 3 , 4 7 1 ( 7 3 , 2 1 8 ) 0

F o reign currency translation adjustment ( 2 , 0 3 4 ) ( 2 , 0 3 4 )

Adjustment in minimum pension liability ( 7 9 ) ( 7 9 )

Net earn i n g s 1 3 9 , 2 9 1 1 3 9 , 2 9 1

Cash dividends — $.64 per share ( 4 7 , 4 7 3 ) ( 4 7 , 4 7 3 )

Balance at October 31, 1998 7 3 , 6 1 5 $ 8,628 ( 1 1 9 ) $  (3,559) $ 0 $ 810,280 $ (2,034) $ 813,315

See notes to consolidated financial statements.
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C O N S O L I D A T E D S T A T E M E N T S O F C A S H F L O W S

(In Thousands) October 31, 1998 O c tober 25, 19 97 O c tober 26, 19 9 6

Operating Activities

Net earn i n g s $ 139,291 $ 1 09, 4 9 2 $  7 9 , 4 0 8

Adjustments to reconcile to net cash provided by operating activities:

D e p re c i a t i o n 5 3 , 1 5 9 4 4 , 9 1 5 3 8 , 2 8 0

A m o rtization of intangibles 7 , 1 1 4 8 , 0 1 0 4 , 4 1 9

Equity in earnings of affil i a t e s ( 4 , 3 2 3 ) ( 3 , 4 0 2 )

P rovision for deferred income taxes 4 , 5 1 6 ( 4 4 4 ) ( 2 , 3 4 7 )

Gain on investments ( 4 , 6 2 7 )

(Gain) loss on pro p e rty/equipment sales and plant facilities ( 1 5 , 3 4 6 ) 5 0 ( 3 , 7 6 7 )

Changes in operating assets and liabilities:

D e c rease (increase) in accounts re c e i v a b l e 1 1 , 0 4 7 ( 3 , 0 9 7 ) 2 , 7 7 3

D e c rease (increase) in inventories and prepaid expenses 2 5 , 2 7 6 4 , 8 6 4 ( 5 6 , 7 7 1 )

I n c rease in accounts payable and accrued expenses 8 , 2 8 6 2 , 1 0 1 5 2 , 0 4 0

Net cash provided by operating activities 2 2 9 , 0 2 0 1 6 2 , 4 8 9 1 0 9 , 4 0 8

Investing Activities

Redemption of held-to-maturity securities 8 6 , 3 0 1 6 2 , 3 9 4

Sale of available-for-sale securities 1 3 , 1 1 6

P u rchase of held-to-maturity securities ( 1 1 4 , 8 6 6 ) ( 5 3 , 2 8 5 ) ( 1 4 , 6 4 2 )

Acquisitions of businesses ( 1 4 0 ) ( 1 0 , 6 4 5 )

P u rchases of pro p e rt y / e q u i p m e n t ( 7 5 , 7 7 4 ) ( 1 1 6 , 3 8 1 ) ( 1 2 2 , 9 4 2 )

P roceeds from sales of pro p e rt y / e q u i p m e n t 3 9 , 7 9 2 4 , 1 6 3 5 , 4 1 0

D e c rease (increase) in investments, equity in affiliates and other assets 4 , 0 5 2 ( 8 3 , 0 1 1 ) ( 2 0 , 6 1 8 )

Dividends from aff i l i a t e 1 , 6 7 0 1,2 0 6

Net cash used in investing activities ( 5 8 , 8 2 5 ) ( 1 8 5 , 0 5 4 ) ( 1 5 0 , 3 2 1 )

Financing Activities

P roceeds from long-term debt 1 7 , 5 8 9 77, 6 2 5 1 1 0 , 5 5 3

Principal payments on long-term debt ( 4 , 3 1 2 ) ( 4 , 3 4 9 ) ( 3 , 3 9 3 )

Dividends paid on Common Stock ( 4 7 , 6 7 8 ) ( 47, 1 7 8 ) ( 4 5 , 6 1 3 )

S h a re re p u rc h a s e ( 8 0 , 0 7 6 ) ( 4 5 , 4 5 7 ) ( 2 3 , 9 6 6 )

O t h e r 1 , 3 6 3 3 0 4 2,266

Net cash (used in) provided by financing activities ( 1 1 3 , 1 1 4 ) ( 1 9 , 0 5 5 ) 3 9 , 8 4 7

I n c rease (decrease) in cash and cash equivalents 5 7 , 0 8 1 ( 41, 6 2 0 ) ( 1 , 0 6 6 )

Cash and cash equivalents at beginning of year 1 4 6 , 8 5 3 18 8 , 4 7 3 1 8 9 , 5 3 9

Cash and cash equivalents at end of year $ 203,934 $ 146,853 $ 1 8 8,4 7 3

See notes to consolidated financial statements.

Fiscal Year Ended



Su m m a ry of Si g n i fic a n tA. Accounting Po l i c i e s

Business Overview: Hor mel Foods is eng a ged in a sing le business segment

de si g n ated as “meat and food proc e s sing.” As a federally in s pe c ted food

proc e s s or, Hor mel is eng a ged in the proc e s sing of meat and poul try pro duc ts ,

pro duc t ion of pre pared foods and the mark e t ing of those pro duc ts to food

w ho le s a lers, re ta ilers and foodserv ice distr i butors in the United States. T he pr in-

c i pal raw mater ials for the company ’s pro duc ts are pork and turk e y. T he com-

pany ’s earnings are in fluenced by the cyc lical nature of these raw mater ial costs .

Principles of Consolidation: T he con s o lid ated fin anc ial statements inc lude

t he accounts of Hor mel Foods Cor p orat ion and all of its ma j or it y - ow ned sub-

sidiar ies after eli min at ion of all si g ni ficant interc ompany accounts, tran s a c t ion s

and profits. Certa in re c la s si ficat ions of pre v iously re p orted amounts have been

made to con f orm with the cur rent year pre s entat ion. T he re c la s si ficat ions had

no impact on the net earnings as pre v iously re p orte d .

Use of Estimates: T he pre parat ion of fin anc ial statements in con f or mity wit h

generally accepted account ing pr inc i p les re qu i res man a gement to make est i-

mates and assump t ions that affect the amounts re p orted in the fin anc ial state-

ments and accompany ing notes. Ac tual re s ul ts could di f f er from those est i mate s .

Fiscal Ye a r : T he company ’s fis cal year ends on the la st Saturd ay in Oc tob er.

Fis cal year 1998 con sisted of 53 weeks and fis cal years 19 97 and 1996 con-

sisted of 52 we e k s .

Inventories: Inventor ies are stated at the lower of cost or market. Live stoc k

and the mater ials port ion of pro duc ts are va lued on the first - in, first - out

me t hod with the exc e p t ion of the mater ials port ion of turkey pro duc ts whic h

are va lued on the la st - in, first - out me t hod. Su b stant ially all inventor ia b le

e x penses, pa c k a ges and supplies are va lued by the la st - in, first - out me t ho d .

A l low ances for slow - mov ing, ob s o le te, un s a lea b le or unus a b le inventor ies are

not mater ia l .

P ro p e rt y, Plant and Equipment: Propert y, plant and equ i p ment are state d

at cost. T he company generally uses the stra i g ht - line me t hod in comp ut ing

de pre c iat ion for fin anc ial re p ort ing pur p oses and generally uses accelerate d

me t hods for inc ome tax pur p oses. T he an nual prov isions for de pre c iat ion have

b e en comp uted pr inc i pally in accord ance with the follow ing ranges of asset

lives: bu il dings 20 to 40 years, ma c h inery and equ i p ment 5 to 10 year s .

Be g in ning in 1996, the company ca p ita li zed certa in sof t w are de velop ment

and imp lementat ion costs. Pr ior to 1996, such costs were not si g ni f icant .

De velop ment and imp lementat ion costs are expensed unt il the company ha s

de ter mined that the sof t w are will re s ult in prob a b le future economic bene fits

and man a gement has commit ted to funding the project. T herea f ter, all di re c t ,

e x ternal imp lementat ion costs and purc hased sof t w are costs are ca p ita li ze d

and amort i zed using the stra i g ht - line me t hod over the rema ining est i mate d

us e f ul lives, not exc e e ding five year s .

I n t a n g i b l e s : Go o d w ill and ot her intang i b les are re c orded at their est i mate d

fair va lues at date of acqu isit ion and are amort i zed on a stra i g ht - line basis over

per iods rang ing up to 40 years. Ac cum ulated amort i z at ion at Oc tob er 31,

1998, and Oc tob er 25, 19 97, was $35.4 mil lion and $2 8.2 mil lion, re s pe c t ivel y.

25

N O T E S T O C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S

October 31,  1998

I m p a i rment of Long-lived Assets: T he company re v iews the long - live d

a s s e ts, inc luding ident i fia b le intang i b les and assoc iated goodwill, for impa i r-

ment when events or changes in circumstances indicate that the car ry ing

amount of an asset may not be re c overa b le. If impa i r ment indicators are pre-

s ent and the est i mated future undis c ounted cash flows are less than the car ry-

ing va lue of the assets and any related goodwill, the car ry ing va lue is re duc e d

to the est i mated fair va lue as mea s ured by the dis c ounted cash flow s .

F o reign Currency Tr a n s l a t i o n : A s s e ts and lia bilit ies denomin ated in fore i g n

cur rency are tran s lated at the cur rent exc hange rate as of the balance sheet date ,

and inc ome statement amounts are tran s lated at the avera ge monthly exc hange

rate. Tran s lat ion ad j ust ments re s ul t ing from fluc tu at ions in exc hange rates are

re c orded as a “cum ulat ive tran s lat ion ad j ust ment” in share ho l ders’ inve st ment .

Ga ins and losses from foreign cur rency tran s a c t ions are not mater ia l.

Equity Method Investments: T he company has a num b er of inve st ments

in joint ventures and ot her ent it ies where its vot ing intere sts are in excess of 

20 perc ent but no greater than 50 perc ent. T he company accounts for suc h

inve st ments under the equ ity me t hod of account ing, and its under l y ing share

of each inve ste e ’s equ ity is re p orted in the con s o lid ated balance sheet as part of

inve st ments in affiliate s .

T he company ’s only mater ial equ ity inve st ment is in the common stock of a

Spanish company, Camp of r io Ali menta c ion, S.A. (Camp of r io ). T he company

p urc hased a 21.4 perc ent intere st in Camp of r io in 19 97 for $64.3 mil lion ,

w h ich re s ul ted in the re c ording of $17.9 mil lion of goodwill. T he fair va lue of

s uch publicly traded secur it ies was $119.3 mil lion at Oc tob er 31, 19 9 8.

D i v e s t i t u res and Acquisitions: T he company re c orded a $2 8.4 mil lion

g a in ($17.4 mil lion after tax, or $.23 per share ) in the first qu arter of 19 9 8

related to the sale of its Daven p ort (Iow a ) gelat in / s pe c ia li zed prote ins plant .

T he company acqu i red Stagg Foods, Inc., a manu f a c turer of chili pro duc ts ,

in Oc tob er of 1996 for $40.0 milion of the company ’s stock. Ad dit ion a l l y, t he

c ompany pa id $10.0 mil lion in cash to the for mer ow ners under a five - year

nonc ompe te agre ement. T he acqu isit ion re s ul ted in the re c ording of $32.1 mil-

lion of goodwill which is being amort i zed over 30 year s .

T he company also acqu i red several ot her businesses dur ing the three fis ca l

year per iod ended Oc tob er 31, 1998, which are inc luded in the company ’s

re s ul ts of operat ions since the re s pe c t ive acqu isit ion dates. T he re s ul ts of the s e

a c qu i red businesses, eit her indiv idually or in the aggre g ate, were not si g ni ficant

to the company ’s re s ul ts of operat ion s .

Revenue Recognition: T he company follows a policy of re c og ni z ing sale s

at the time of pro duct shipment .

A d v e r tising Expenses: Ad vert ising costs are expensed when incur re d .

Ad vert ising expenses inc lude all me dia ad vert ising but exc lude the costs assoc i-

ated with cou p ons, samp les and market re s earch. Ad vert ising costs for fis ca l

years 1998, 19 97 and 1996 were $2 4 6.1 mil lion, $19 0.1 mil lion and $17 7.2 mil-

lion, re s pe c t ivel y.

R e s e a rch and Development Expenses: Re s earch and de velop ment

e x penses incur red for fis cal years 1998, 19 97 and 1996 were $9.0 mil lion, 

$ 8.6 mil lion and $8.0 mil lion, re s pe c t ivel y.



Income Taxes: T he company re c ords inc ome ta xes in accord ance with the

lia bility me t hod of account ing. De f er red ta xes are re c og ni zed for the est i-

mated ta xes ul t i mately pay a b le or re c overa b le based on en a c ted tax la w.

C hanges in en a c ted tax rates are re fle c ted in the tax prov ision as they oc cur.

Employee Stock Options: T he company uses the intr in sic va lue me t ho d

prescribed by Ac c ount ing Pr inc i p les Board Op inion No. 25, “Ac c ount ing for

Stock Is s ued to Emp loyees” and related inter pre tat ions in account ing for

emp loyee stock op t ions. Under the intr in sic va lue me t hod, compen s at ion

e x pense is re c og ni zed only to the extent the market pr ice of the common

stock exceeds the exerc ise pr ice of the stock op t ion at the date of the grant .

E a rnings Per Share : Dur ing the second qu arter of fis cal 1998, the com-

pany ad op ted Statement of Fin anc ial Ac c ount ing Stand ards (SFA S ) No. 12 8 ,

“ E arnings per Share.” All cur rent and pr ior year earnings per share data have

b e en re stated to con f orm to the prov isions of SFAS 12 8.

T he company ’s basic net earnings per share is comp uted by div iding ne t

earnings by the we i g hte d - avera ge num b er of outstanding common shares. T he

c ompany ’s diluted net earnings per share is comp uted by div iding net earning s

by the we i g hte d - avera ge num b er of outstanding common shares and the dilu-

t ive effect of stock op t ions, when applica b le .

T he follow ing ta b le pre s ents in f or mat ion ne c e s s ary to ca l culate basic and

diluted earnings per common share and common share equ iva lent :

(In Thousands, Exc e pt Per Share Amounts) 1 9 9 8 19 97 19 9 6

Net earnings for basic and diluted 

e a rnings per share computation $ 139,291 $ 109, 4 9 2 $ 79, 4 0 8

Weighted-average shares outstanding 

for basic earnings per share 7 4 , 7 4 3 7 6 , 4 9 5 7 6 , 5 0 9

Dilutive effect of stock options 4 6 0 2 3 4 1 2 1

Adjusted weighted-average shares 

outstanding and assumed 

conversions for diluted earn i n g s

per share 7 5 , 2 0 3 7 6 , 7 2 9 7 6 , 6 3 0

Basic earnings per share $ 1 . 8 6 $ 1 . 4 3 $    1 . 0 4

Diluted earnings per share $ 1 . 8 5 $       1.43 $ 1 . 0 4

Accounting Changes and Recent Accounting Pro n o u n c e m e n t s : In

June 19 97, t he Fin anc ial Ac c ount ing Stand ards Board (FA S B ) is s ue d

Statement of Fin anc ial Ac c ount ing Stand ards No. 13 0, “Re p ort ing

C ompre hen sive Inc ome . ”T h is statement esta b lis hes stand ards for the re p ort ing

of compre hen sive inc ome and its comp onents in a full set of genera l - p ur p os e

f in anc ial statements. T he company will be re qu i red to ad opt Statement No.

130 in fis cal 1999 and does not expect the mea s ure of compre hen sive inc ome

to be mater ially di f f erent from the mea s ure of net inc ome .

In June 19 97, the FASB also is s ued Statement of Fin anc ial Ac c ount ing

Stand ards No. 131, “Dis c los ures Ab out Se g ments of an Enter pr ise and Relate d

In f or mat ion.” T h is statement re v ises in f or mat ion re g arding the re p ort ing of

operat ing segments. It also esta b lis hes stand ards for related dis c los ures about

pro duc ts and serv ices, ge og ra p h ic areas and ma j or customers. T he company

w ill be re qu i red to ad opt Statement No. 131 in fis cal 19 9 9. T he company does

not belie ve that the ad op t ion of this statement will re s ult in segment dis c lo-

s ures that are mater ially di f f erent than those prov ided under the cur rent

a c c ount ing stand ard s .
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In June 1998, the FASB is s ued Statement of Fin anc ial Ac c ount ing Stand ard s

No. 13 3, “Ac c ount ing for Der ivat ive In struments and He dg ing Ac t iv it ie s . ” T h is

statement, which is re qu i red to be ad op ted for an nual per iods begin ning after

June 15, 19 9 9, re qu i res a company to re c og ni ze all der ivat ives on the balanc e

s heet at fair va lue. Der ivat ives that are not he dges must be ad j usted to fair

va lue through inc ome. If the der ivat ive is a he dge, de pending on the nature of

t he he dge, changes in the fair va lue of the he dged assets, lia bilit ies or firm

c ommit ments are re c og ni zed through earnings or in ot her compre hen sive

inc ome unt il the he dged item is re c og ni zed in earnings. T he ine f f e c t ive por-

t ion of a der ivat ive ’s change in fair va lue will be imme diately re c og ni zed in

earnings. T he company has conc luded that the ad op t ion of Statement No. 13 3

w ill not have an impact on the fin anc ial statements .

Cash and Cash Eq u i valents and B. Sh o rt-term Ma rketable Se c u r i t i e s
T he company con siders all inve st ments with an or i g inal matur ity of thre e

months or less on their acqu isit ion date to be cash equ iva lents. T he company

c la s si fies inve st ments with an or i g inal matur ity of more than three months on

t heir acqu isit ion date as short - term mark e ta b le secur it ies. T he company ’s ca s h

and cash equ iva lents and short - term mark e ta b le secur it ies at Oc tob er 31, 19 9 8 ,

and Oc tob er 25, 19 97, con sisted of the follow ing (cost approx i mates fair va lue ) :

October 31, 1998 O c tober 25, 19 97

C a s h Sh o rt - t e rm C a s h S h o rt - te rm

and Cash M a r k e t a b l e and Cash M a rketable 

(In Thousands) E q u i v a l e n t s S e c u r i t i e s E qu i va l e n t s S e c u rities 

Held-to-maturity 

s e c u r i t i e s :

C o m m e rcial paper $ 2 9 , 8 0 8 $ 2 7 , 1 9 8 $ 1 5 , 7 8 0 $ 5,533

Municipal securities 3 3 , 7 9 1 8 0 , 0 6 4

P re f e rred securities 6 0 , 6 4 7 4 , 4 0 0 1 0 , 0 0 0

Taxable securities 3 1 , 6 0 9 2 , 5 0 0 4 , 7 0 0

C a s h 4 8 , 0 7 9 3 6 , 3 0 9

To t a l $ 203,934 $ 34,098 $ 146,853 $ 5,533

C. In ve n t o r i e s
Pr inc i pal comp onents of inventor ies are :

October 31, O c tober 25,

(In Thousands) 1 9 9 8 19 97

Finished pro d u c t s $ 1 3 7 , 4 4 4 $ 145,897

Raw materials and work-in-pro c e s s 6 8 , 6 5 3 8 6 , 7 6 2

Materials and supplies 6 0 , 8 2 0 59, 8 4 6

LIFO re s e rv e ( 2 7 , 3 6 9 ) ( 27, 1 5 9 )

To t a l $ 239,548 $ 265,346

Inventor ia b le expenses, pa c k a ges and supplies and turkey pro duc ts amount-

ing to approx i mately $82.6 mil lion at Oc tob er 31, 1998, and $84.5 mil lion at

Oc tob er 25, 19 97, are stated at cost de ter mined by the la st - in, first - out

me t hod and are $2 7.4 mil lion and $2 7.2 mil lion lower in the re s pe c t ive year s

t han such inventor ies de ter mined under the fir st - in, fir st - out me t ho d .



T he follow ing ta b le sets forth the plans’ funded status as of the Au g ust 1 mea s urement date and amounts re c og ni zed in the statements of fin anc ial posit ion :

1 9 9 8 19 97

Plans Whose Plans Whose Plans Whose Plans Whose

A s s ets Exc e e d Ac c rued Benefi t s A s s ets Exc e e d Ac c rued Benefi t s

(In Thousands) Ac c rued Benefi t s E xceed Asset s Ac c rued Benefi t s E xceed Asset s

Actuarial present value of benefit obligations:

Vested benefit obligation $ 363,435 $ 4 0 , 8 4 6 $ 352,991 $ 32,911

Nonvested benefit obligation 2 9 , 5 4 2 2 , 4 0 0 27, 3 8 9 7, 7 4 8

A c c rued benefit s 3 9 2 , 9 7 7 4 3 , 2 4 6 3 8 0 , 3 8 0 4 0 , 6 5 9

E ffects of estimated future pay incre a s e s 5 2 , 8 5 0 3 , 5 4 1 41, 6 2 4 4,1 1 0

P rojected benefit obligations 4 4 5 , 8 2 7 4 6 , 7 8 7 4 2 2 , 0 0 4 4 4 ,76 9

Plan assets at fair value 5 6 6 , 2 1 6 543,344 

P rojected benefit obligations (less than) in excess of benefit plan assets ( 1 2 0 , 3 8 9 ) 4 6 , 7 8 7 ( 1 2 1 , 3 4 0 ) 4 4 , 7 6 9

U n recognized prior service cost ( 7 , 6 1 2 ) ( 1 , 5 3 1 ) (8 , 4 7 5 ) (1, 8 2 0 )

U n recognized net gain (loss) 7 2 , 1 6 2 ( 6 , 0 3 3 ) 87, 6 0 3 ( 6 , 3 7 1 )

Remaining net obligation at transition ( 1 3 6 ) ( 3 , 6 1 4 ) ( 2 4 2 ) ( 4 , 3 1 0 )

Adjustment re q u i red to recognize minimum liability 7 , 6 5 0 8 , 4 0 0

Net pension (asset) liability in statements of financial position $ (55,975) $ 43,259 $  (42,454) $ 4 0 , 6 6 8

As of the 1998 va lu at ion date, plan assets inc luded Common Stock of the company hav ing a market va lue of $65.7 mil lion. Div idends pa id dur ing the year on

s hares held by the plan were $1.2 mil lion .
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Long-term Debt and D. Other Borrowing Arrangements
L ong - term debt con sists of :

October 31, O c tober 25,

(In Thousands) 1 9 9 8 19 97

Industrial revenue bonds with variable intere s t

rates due 1999 to 2005 $ 5,700 $ 5,7 0 0

P ro m i s s o ry notes, principal and interest due 

annually through 2001, interest at 6.5% 

and 8.9%, secured by limited partnership 

i n t e rests in aff o rdable housing 8,528 1 1, 0 4 6

M e d i u m - t e rm unsecured notes, $35,000,000 

maturing in 2002 and $75,000,000 maturing 

in 2006, with interest at 7.16% and 7.35%, 

re s p e c t i v e l y 1 1 0 , 0 0 0 11 0, 0 0 0

M e d i u m - t e rm unsecured note, denominated in 

Spanish pesetas, with variable interest rate, 

principal and interest due annually through 2003 5 9 , 2 2 2 6 4 , 3 3 7

M e d i u m - t e rm secured notes with variable rates,

principal and interest due annually through 

2005, secured by various equipment 1 6 , 1 0 6 8 , 4 6 8

Variable rate — revolving credit agre e m e n t s 1 0 , 5 5 1 2,7 7 6

O t h e r 8 8 4 5 0 0

2 1 0 , 9 9 1 2 0 2 , 8 2 7

Less current maturities 6 , 1 1 7 4 , 5 9 5

$ 204,874 $ 198,232

T he company has var ious lines of cre dit which have a ma x i m um ava ila b le

c ommit ment of $2 7.2 mil lion. As of Oc tob er 31, 1998, the company ha s

unused lines of cre dit of $16.7 mil lion which bear intere st at var ia b le rate s

b elow pr i me. A fixed fee is pa id for the ava ila bility of cre dit line s .

A g g re g ate an nual matur it ies of long - term debt for the five fis cal years after

Oc tob er 31, 1998, are as follow s :

(In Thousands)

1 9 9 9 $ 6 , 1 1 7
2 0 0 0 4 1 , 4 4 2

2 0 0 1 4 0 , 6 9 7

2 0 0 2 4 8 , 8 7 5

2003 and there a f t e r 7 3 , 8 5 9

Total intere st pa id dur ing fis cal 1998, 19 97 and 1996 was $13.6 mil lion ,

$14.9 mil lion and $1.6 mil lion, re s pe c t ivel y. Based on bor row ing rates cur-

rently ava ila b le to the company for long - term fin anc ing with si milar ter ms and

avera ge matur it ies, the fair va lue of long - term debt, inc luding cur rent matur i-

t ies, ut ili z ing dis c ounted cash flows is $219.3 mil lion .

E. Be n e fit Pl a n s
T he company has several nonc ontr i butory de fined bene fit plans and de fine d

c ontr i but ion plans cover ing most emp loyees. Total costs assoc iated with the

c ompany ’s de f ined contr i but ion bene f it plans in 1998, 19 97 and 1996 were 

$9. 9 mil lion, $9.0 mil lion and $8.1mil lion, re s pe c t ivel y. Bene fits for de fined ben-

e fit pen sion plans cover ing hourly emp loyees are prov ided based on state d

amounts for each year of serv ice while plan bene fits cover ing salar ied emp loy-

ees are based on final avera ge compen s at ion. T he company ’s funding policy is

to make an nual contr i but ions of not less than the mini m um re qu i red by

a p p lica b le re g ulat ion s .

A summary of the comp onents of net per io dic pen sion cost for de f ine d

b ene fit plans is as follow s :

(In Thousands) 1 9 9 8 19 97 19 9 6

S e rvice cost-benefits earn e d

during the year $  9 , 5 6 7 $   8 , 7 3 7 $ 8 , 6 3 1

I n t e rest cost on pro j e c t e d

b e n e fit obligation 3 2 , 6 2 8 3 2 , 7 8 0 3 2 , 1 5 8

Actual re t u rn on plan assets ( 5 3 , 0 3 1 ) (138,023) ( 3 5 , 5 6 9)

Net amortization and deferr a l 2 , 8 8 3 1 0 1 , 0 6 8 1 4 3

Net pension costs $ ( 7 , 9 5 3 ) $ 4 , 5 6 2 $ 5 , 3 6 3

A s s ump t ions used in account ing for the de fined bene fit plans were :

1 9 9 8 19 97 19 9 6

Weighted-average discount rates 7 . 0 0 % 7.2 5 % 7.75%

Rates of increase in 

compensation levels 5 . 0 0 5 . 0 0 5 . 0 0

Expected long-term rate 

of re t u rn on assets 9 . 5 0 9. 5 0 9. 5 0
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G. Income Ta xe s
T he comp onents of the prov ision for inc ome ta xes are as follow s :

(In Thousands) 1 9 9 8 19 97 19 9 6

C u rre n t :

U.S. Federal $ 6 2 , 8 2 3 $ 5 1 , 9 7 8 $ 3 8 , 9 7 1

S t a t e 1 0 , 0 4 9 9 , 5 3 8 9 , 3 1 1

F o re i g n 6 5 3 2 2 0 1 5 3

7 3 , 5 2 5 6 1 , 7 3 6 4 8 , 4 3 5

D e f e rre d :

U.S. Federal 4 , 0 8 0 ( 3 2 9 ) ( 2 , 1 3 6 )

S t a t e 4 4 0 ( 3 8 ) ( 2 3 3 )

4 , 5 2 0 ( 3 6 7 ) ( 2 , 3 6 9 )

$ 78,045 $ 61,369 $ 46,066

De f er red inc ome ta xes re flect the net tax effects of temp orary di f f erenc e s

b e t we en the car ry ing amounts of assets and lia bilit ies for fin anc ial re p ort ing

p ur p oses and the amounts used for inc ome tax pur p oses. T he company

b elie ves that, based upon its lengthy and con sistent history of profita b le oper-

at ions, it is prob a b le that the net de f er red tax assets of $74.5 mil lion will be

rea li zed on future tax re turns, pr i mar ily from the generat ion of future ta x a b le

inc ome. Si g ni f icant comp onents of the de f er red inc ome tax lia bilit ies and

a s s e ts were as follow s :

October 31, O c tober 25,

(In Thousands) 1 9 9 8 19 97

D e f e rred tax liabilities:

Tax over book depre c i a t i o n $ ( 3 1 , 3 6 4 ) $ (32,513)

P repaid pension ( 2 1 , 6 3 1 ) ( 1 6 , 3 8 9 )

O t h e r, net ( 1 4 , 4 7 5 ) ( 9 , 7 1 4 )

D e f e rred tax assets:

Vacation accru a l 4 , 2 0 7 4 , 1 7 1

Insurance accru a l s 5 , 0 7 2 4 , 4 8 9

D e f e rred compensation 7 , 1 7 1 6 , 5 8 6

P o s t re t i rement benefit s 9 6 , 2 2 7 9 4 , 3 4 4

Pension accru a l 1 3 , 7 7 6 1 2 , 4 8 4

O t h e r, net 1 5 , 5 1 7 17, 3 7 6

Net deferred tax assets $ 7 4 , 5 0 0 $ 8 0 , 8 3 4

Re c onc iliat ion of the statutory federal inc ome tax rate to the company ’s

e f f e c t ive tax rate is as follow s :

1 9 9 8 19 97 19 9 6

U.S. statutory rate 3 5 . 0 % 35. 0 % 35.0 %

State taxes on income, net 

of federal tax benefit 3 . 1 3 . 6 4 . 7

All other, net ( 2 . 2 ) ( 2.7 ) (3. 0 )

E ffective tax rate 3 5 . 9 % 35. 9 % 36.7 %

Total inc ome ta xes pa id dur ing fis cal 1998, 19 97 and 1996 were $76.5 mil-

lion, $66.5 mil lion and $38.3 mil lion, re s pe c t ivel y.

Po s t re t i rement Be n e fits F. Other Than Pe n s i o n s
T he company prov ides me dical and life in s urance bene f its to certa in re t i re d

emp loyees. Eli g i b le emp loyees who re t i red pr ior to Janu ary 1, 19 8 7, rema in on

t he me dical plan in effect when they re t i red. T he me dical plan for eli g i b le

emp loyees who re t i red after Janu ary 1, 19 8 7, is automat ically mo di fied to inc or-

p orate plan bene fit and plan prov ision changes whene ver they are made to the

a c t ive emp loyee plan. Emp loyees hired after Janu ary 1, 19 9 0, are eli g i b le for

p ostre t i rement me dical covera ge but must pay the full cost of the covera ge .

A summary of the comp onents of postre t i rement bene fit costs is as follow s :

(In Thousands) 1 9 9 8 19 97 19 9 6

P o s t re t i rement benefit cost:

S e rvice cost of benefits earn e d $  3 , 4 3 8 $  2 , 6 3 9 $ 2 , 5 3 3

I n t e rest cost of benefit obligation 1 8 , 3 8 4 1 8 , 2 3 7 17, 5 7 1

Net amortization of deferred 

losses (gains) 1 , 0 1 1 1 2 9 ( 1 7 6 )

$ 22,833 $ 21,005 $ 19,928

T he actu ar ial pre s ent va lue of postre t i rement bene f it ob li g at ions and the

amount re p orted in the Con s o lid ated Statements of Fin anc ial Posit ion as of

Oc tob er 31, 1998, and Oc tob er 25, 19 97, are as follow s :

Ac cum ulated postre t i rement bene f it ob li g at ions as of the Au g ust 1 mea-

s urement date :

(In Thousands) 1 9 9 8 19 97

R e t i re e s $ 1 8 6 , 4 3 5 $ 1 6 5 , 0 7 7

Fully eligible active part i c i p a n t s 2 7 , 8 3 6 29, 8 0 9

Other active part i c i p a n t s 5 9 , 9 3 4 67, 5 5 4

2 7 4 , 2 0 5 2 6 2 , 4 4 0

U n recognized net losses ( 2 2 , 4 4 9 ) ( 1 6 , 3 7 1 )

U n recognized prior service cost 3 , 0 8 5 3 , 4 3 6

B e n e fit payments subsequent 

to measurement date ( 6 , 6 4 0 ) ( 6 , 1 6 2 )

A c c rued postre t i rement benefit cost $ 248,201 $ 243,343

A s s ump t ions used in de ter mining the accum ulated postre t i rement bene fit

ob li g at ion: 

1 9 9 8 19 97 19 9 6

Medical plan cost trend rate 5 . 9 % 6.0 % 6.5 %
d e c l i n i n g d e c l i n i n g d e c l i n i n g

to 5.5% in t o 5 . 5 % i n t o 5.5 % i n
year 2004 year 2004 year 2004

Weighted-average discount rate 7. 0 0 % 7. 2 5 % 7.75 %

T he health care cost trend rate assump t ion has a si g ni ficant effect on the

amount re p orted. For examp le, a one perc ent inc rease in the health care cost

trend rate would inc rease the accum ulated postre t i rement bene f it ob li g at ion

by $19.4 mil lion at Oc tob er 31, 1998, and the net per io dic cost by $1.6 mil lion

f or the year.
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H. Commitments and Contingencies
In order to en s ure a steady supply of hogs and turkeys and to keep the cost of

pro duc ts sta b le, the company has entered into contra c ts with pro duc ers for the

p urc hase of hogs and turkeys at for m ula based pr ices over per iods of up to 

15 years. Under these contra c ts, the company is commit ted at Oc tob er 31,

1998, to purc hase hogs and turkeys, assuming cur rent pr ice le vels as follow s :

(In Thousands)

1 9 9 9 $   6 2 8 , 6 3 9

2 0 0 0 5 8 9 , 2 8 1

2 0 0 1 5 67, 8 9 0

2 0 0 2 5 6 2 , 8 9 4

2 0 0 3 4 9 3 , 1 8 5

Later years 1 , 5 7 5 , 3 1 4

To t a l $ 4,417, 2 0 3

E st i mated purc hases under these contra c ts for fis cal 1998, 19 97 and 19 9 6

were $514.4 mil lion, $422.1 mil lion and $367.4 mil lion, re s pe c t ivel y.

T he company has noncanc ela b le operat ing lease commit ments on facilit ie s

and equ i p ment at Oc tob er 31, 1998, as follow s :

(In Thousands)

1 9 9 9 $   6,674

2 0 0 0 5 , 5 6 1

2 0 0 1 4 , 4 7 2

2 0 0 2 2 , 9 1 2

2 0 0 3 2 , 4 7 9

Later years 9 , 2 5 7

To t a l $ 31,356

T he company has commit ments to expend approx i mately $57.8 mil lion to

c omp le te con struc t ion in prog ress at var ious locat ions at Oc tob er 31, 19 9 8.

T he company has also ple dged $2 4.9 mil lion of govern ment secur it ies as col-

lateral guarante e ing a lo an at Oc tob er 31, 19 9 8.

T he company is invo l ved on an ong oing basis in lit i g at ion ar ising in the ordi-

n ary course of business. In the op inion of man a gement, the out c ome of lit i g at ion

cur rently pending will not mater ially affect the company ’s re s ul ts of operat ion s ,

fin anc ial condit ion or li qu idit y.

I. Stock Op t i o n s
T he company has stock op t ion plans for emp loyees and nonemp loyee di re c-

tors. T he company ’s policy is to grant op t ions with the exerc ise pr ice equal to

t he market pr ice of the common stock on the date of grant. T he company fol-

lows APB Op inion No. 25, “Ac c ount ing for Stock Is s ued to Emp loye e s ,” and

related inter pre tat ions in account ing for its emp loyee stock op t ions. Under

APB Op inion No. 25, when the exerc is a b le pr ice of emp loyee stock op t ion s

e quals the under l y ing stock on the date of grant, no compen s at ion expense is

re c orded. Op t ions are exerc is a b le upon grant and expire at var ious dates rang-

ing from fis cal 2001 to 2008.

Fo l low ing is a summary of stock op t ion activ it y :

We i g h te d -

S h a re s Ave ra ge

(In Thousands) O ption Pri c e

Balance October 28, 1995 1 , 9 6 1 $  22.05

G r a n t e d 7 6 4 2 3 . 8 8

E x e rc i s e d ( 1 6 5 ) 1 9 . 3 0

Balance October 26, 1996 2 , 5 6 0 2 2 . 7 8

G r a n t e d 8 2 3 . 8 8

E x e rc i s e d ( 2 2 ) 2 1 . 5 7

Balance October 25, 1997 2, 5 4 6 2 2 . 7 9

G r a n t e d 4 1 3 2 9 . 3 9

E x e rc i s e d ( 1 8 7 ) 2 0 . 9 6

Balance October 31, 1998 2 , 7 7 2 $ 23.90

Pro for ma in f or mat ion re g arding net earnings and earnings per share is

re qu i red by SFAS 12 3, assuming the company accounted for its emp loye e

stock op t ions using the fair va lue me t hod. T he fair va lue of op t ions was est i-

mated at the date of the grant using the Bla c k - S c ho les op t ion - pr ic ing mo del

w ith the follow ing we i g hte d - avera ge assump t ions for 1998, 19 97 and 19 9 6 ,

re s pe c t ively: risk free intere st rate of 4.5%, 5.9% and 6.0%; a div idend yield of

2.0%; expe c ted vo lat ility of 24.3%, 22.2% and 22.2%; and an expe c te d

op t ion life of seven years. T he we i g hte d - avera ge fair va lue of op t ions grante d

in fis cal 1998, 19 97 and 1996 was $8.53, $8.17 and $8.17, re s pe c t ivel y.

Exerc ise pr ices ranged from $19. 75 to $33.25 with a rema ining avera ge con-

tra c tual life of seven years at Oc tob er 31, 19 9 8. Pro for ma net earnings and

b a sic earnings per share are as follows (because SFAS No. 123 is applica b le

only to op t ions granted subsequent to fis cal 19 95, its pro for ma effect will not

be fully re fle c ted unt il fis cal 2000):

(In Thousands, Exc e pt Per Share Amounts) 1 9 9 8 19 97 19 9 6

P ro forma net earnings $ 137,036 $ 1 0 9 , 4 5 4 $ 75,760

P ro forma basic earnings per share 1 . 8 2 1 . 4 3 . 9 9

Basic earnings per share — 

as re p o rt e d 1 . 8 6 1 . 4 3 1 . 0 4

T he num b er of shares ava ila b le for future grants were 639, 727; 1, 214 ,6 0 6 ;

and 1, 9 8 6 ,606 at Oc tob er 31, 1998, Oc tob er 25, 19 97, and Oc tob er 26, 19 9 6 ,

re s pe c t ivel y.
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R E P O R T O F I N D E P E N D E N T A U D I T O R S

To the Share ho l ders and Board of Di re c tor s

Hor mel Foods Cor p orat ion

Aust in, Min ne s ota

We have audited the accompany ing con s o lid ated statements of fin anc ial 

p osit ion of Hor mel Foods Cor p orat ion as of Oc tob er 31, 1998 and Oc tob er

2 5, 19 97, and the related con s o lid ated statements of operat ions, changes in

s hare ho l ders’ inve st ment and cash flows for each of the three years in the

per iod ended Oc tob er 31, 19 9 8. T hese fin anc ial statements are the re s p on si bil-

ity of the Company ’s man a gement. Our re s p on si bility is to express an op inion

on these fin anc ial statements based on our audits .

We conduc ted our audits in accord ance with generally accepted audit ing

stand ards. T hose stand ards re qu i re that we plan and perf orm the audit to

ob ta in rea s on a b le assurance about whe t her the fin anc ial statements are free of

mater ial mis statement. An audit inc ludes examining, on a te st basis, evidenc e

s u p p ort ing the amounts and dis c los ures in the fin anc ial statements. An audit

also inc ludes assessing the account ing pr inc i p les used and si g ni ficant est i mate s

made by man a gement, as well as eva lu at ing the overall fin anc ial statement pre-

s entat ion. We belie ve that our audits prov ide a rea s on a b le basis for our op inion .

In our op inion, the fin anc ial statements re f er red to above pre s ent fairly, in

all mater ial re s pe c ts, the con s o lid ated fin anc ial posit ion of Hor mel Fo o d s

C or p orat ion at Oc tob er 31, 1998 and Oc tob er 25, 19 97, and the con s o lid ate d

re s ul ts of its operat ions and its cash flows for each of the three years in the

per iod ended Oc tob er 31, 1998, in con f or mity with generally accepte d

a c c ount ing pr inc i p le s .

Min nea p o lis, Min ne s ota

Novem b er 23, 19 9 8

J. Re s t ructuring Charge
T he company re c orded an $8.7 mil lion re struc tur ing char ge ($5.4 mil lion

a f ter tax or $.07 per share ) in the fourth qu arter of 1996 related to the exit

f rom its cat fish business. T he re struc tur ing char ge inc luded accruals related to

t he est i mated costs assoc iated with closing the fish far ms and proc e s sing plants

and li qu id at ing the business. T he amount accrued inc luded $3.6 mil lion to

c lose the far ms and fish proc e s sing plants, $2.7 mil lion and $1.7 mil lion of

w r ite - d owns to est i mated net rea li z a b le va lue related to fixed assets and live

fish inventory, re s pe c t ivel y, and $600,000 of emp loyee related costs .

A l t hough the accruals that were esta b lis hed in 1996 were based upon a

c omp le te business li qu id at ion which was li k ely at the time, the company was

ul t i mately able to sell the cat fish business in 19 97. T he sale of the cat fish busine s s

re s ul ted in a change in est i mate of the re struc tur ing accrual to $3.5 mil lion ,

re qu i r ing the re versal of $5.2 mil lion ($3.2 mil lion after - tax or $.04 per share )

of the re s erve in 19 97.

Qu a rterly Results of Operations K. ( Un a u d i t e d )
T he follow ing ta bulat ions re flect the un audited qu arterly re s ul ts of operat ion s

f or the years ended Oc tob er 31, 1998, and Oc tob er 25, 19 97, (the total of qu ar-

terly diluted earnings per share amounts for fis cal 1998 does not agree to the

total for the year due to the ca l culat ion of the we i g hte d - avera ge shares out-

standing for the qu arter as compare d to t he we i g hted-avera ge shares outstanding

f or the year ) :

D i l u te d

(In Thousands, G ro s s Net E a rn i n g s

E xc e pt Per Share Amounts) Net Sales P ro fi t E a rn i n g s Per Share

1 9 9 8

First quart e r $    8 1 4 , 9 1 4 $ 2 0 9 , 7 1 8 $  4 6 , 8 4 9 $ 0 . 6 1

Second quart e r 7 7 8 , 3 2 5 2 0 0 , 5 1 6 2 6 , 2 9 6 0 . 3 4

T h i rd quart e r 7 5 5 , 7 6 9 1 9 4 , 6 2 5 2 0 , 9 9 4 0 . 2 8

F o u rth quart e r 9 1 2 , 0 3 7 2 5 5 , 8 5 3 4 5 , 1 5 2 0 . 6 1

$ 3,261,045 $ 860,712 $ 139,291 $ 1.85

1997 

First quart e r $      810,309 $ 1 8 3 , 5 0 9 $ 2 0 , 9 8 2 $  0.27

Second quart e r 7 9 8 , 4 5 5 1 8 9 , 6 1 4 2 5 , 6 8 8 0 . 3 3

T h i rd quart e r 7 7 9 , 6 7 9 1 7 0 , 1 5 3 1 8 , 1 5 3 0 . 2 4

Fo u rth quart e r 8 6 8 , 1 0 8 2 1 5 , 6 1 3 4 4 , 6 6 9 0 . 5 9

$   3,256,551 $ 7 5 8 , 8 8 9 $ 1 0 9 , 4 9 2 $ 1 . 4 3
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M A N A G E M E N T ’ S D I S C U S S I O N A N D A N A L Y S I S O F

F I N A N C I A L C O N D I T I O N A N D R E S U L T S O F O P E R A T I O N S

(In Thousands of  Dollars, Except  Per Share A m o u n t s )

A ma j or goal of the company for a num b er of years has been to expand its

line of con s umer - b randed pro duc ts. One re s ult of inc reased sales of brande d

pro duc ts is re duced expos ure to fluc tu at ing commo dity pr ices. W h ile prog re s s

has been made in rea c h ing this ob j e c t ive, pr ice fluc tu at ions for pork, the com-

pany ’s ma j or raw mater ial, st ill had an impact on re s ul ts in 1998 and 19 97.

Fiscal Years 1998 and 1997: Dur ing 1998, hog pro duc ers brou g ht the

lar ge st supply of live hogs to market in history. T h is huge supply of hogs ha s

pro duced near - re c ord, low - market pr ices for live hogs on the spot cash mark e t .

A si g ni f icant port ion of the re s ul t ing p osit ive effect of lower raw mater ia l

pr ices on company mar g ins was offset by long - term supply agre ements

de si g ned to buy hogs through purc ha sing contra c ts rat her than the spot ca s h

market. W h ile the company ’s cost for live hogs was lower than in 19 97, it was

not as low as would be indicated by the spot cash market. Purc ha sing con-

tra c ts are used by the company as a means of assur ing a sta b le supply of ra w

mater ials while mini mi z ing extreme fluc tu at ion in costs over the long - ter m .

Dur ing much of 1998, live market pr ices were below the flo or le vels guar-

anteed by our contra c ts. T hese contract costs, which have been higher than

s p ot market pr ices, have been fully re fle c ted in the company ’s re p orted fin an-

c ial re s ul ts. As live hog pr ices re b ound dur ing the term of these contra c ts, the

c ompany ’s cost for hogs will be less than the spot market to the extent that it

e xceeds contract pr ic e s .

Earnings for the year inc reased 27.2 perc ent to $13 9, 2 91 f rom $109,492 

in 19 97. Re s ul ts for 1998 inc lude an after - tax gain of $17,402 for the sale of 

t he company ’s Daven p ort, Iowa, gelat in plant to Go o d man Fiel der Limite d ,

Syd ne y, Austra lia. Exc luding this one - t i me gain, company earnings of $121,8 8 9

e xc e e ded 19 97 by 11.3 perc ent. Net sales for the year of $3, 2 61,045 were vir-

tually unc hanged from 19 97 sales of $3, 2 5 6 , 551. Ton n a ge vo lume inc reased 

10.3 perc ent compared to la st year. Fis cal 1998 was a 53 - week year compare d

to a 52-week year in 19 97.

E arnings for the fourth qu arter were $45, 152, an inc rease of 1.1 perc ent

over earnings of $44,669 for the same per iod la st year. Sa les for the qu arter

were $912 ,03 7, a 5.1 perc ent inc rease from $868,108 in 19 97. Ton n a ge for the

qu arter inc reased 18.2 perc ent compared to la st year.

T he company ’s core branded business cont inues to be the ma j or contr i bu-

tor to earnings. All ma j or div isions exper ienced vo lume growth which in

many cases exc e e ded cate g ory growth. Inc reased market share and distr i bu-

t ion successes by some of the company ’s best - k nown brands re s ul ted in re c ord

profits for the Fo o d s erv ice, Meat Pro duc ts and Pre pared Foods Grou p s .

Intern at ion a l ’s export ton n a ge for the year inc reased 8.0 perc ent from 19 97.

Ma j or growth areas inc luded fresh pork , Je n n i e - O turkey pro duc ts and St a g g
c h ili. T he Be i j ing, China, joint venture began operat ions in Fe b ru ary. Bot h

t he Be i j ing venture and the Shang hai venture, which came on line in 19 97,

c ont inue to exper ience gains in distr i but ion and vo lume. T he profita bility of

t he equ ity inve st ment in Camp of r io dur ing the fourth qu arter was ne g at ivel y

i mpa c ted by the de pressed Rus sian econom y.

Jen nie-O ton n a ge for 1998 inc reased 23.3 perc ent over 19 97. Profita bilit y

was below expe c tat ions as highly compe t it ive sel ling pr ices re duced mar g in s .

Jen nie - O ’s effic ient operat ions and cont inu ing growth in distr i but ion and vo l-

ume of va lue - ad ded turkey pro duc ts should posit ion the company to re turn to

more histor ical mar g ins when compe t it ive pre s s ure on sel ling pr ices mo derate s .

Sel ling and delivery expenses for the fourth qu arter and year were $10 2 ,0 2 8

and $32 8 ,0 5 0, re s pe c t ivel y, as compared to $74 , 210 and $2 97,294 la st year.

As a perc enta ge of sales, sel ling and delivery expenses inc reased to 11.2 and

10.1 perc ent for the qu arter and year compared to 8.6 and 9.1 in 19 97. T he

inc rease in these expenses is con sistent with the inc rease in ton n a ge vo lume for

t he qu arter and year.

Mark e t ing expenses inc reased to $77, 2 32 for the qu arter and $2 76 ,826 for

t he year compared to $51,063 and $217,637 la st year. T hese expenditures emp ha-

si ze the company ’s cont inued commit ment to expanding its base of branded con-

s umer pro duc ts. As a perc enta ge of sales, mark e t ing expenses inc reased to 8.5

f rom 5.9 perc ent for the qu arter and to 8.5 from 6.7 perc ent for the year.

Ad ministrat ive and general expenses were $10,813 and $72 , 3 31 f or the

qu arter and year, re s pe c t ivel y, compared to $2 4 , 744 and $75, 788 in 19 97. As a

perc enta ge of sales, ad ministrat ive and general expenses for the qu arter and year

were 1.2 and 2.2 perc ent compared to 2.9 and 2.3 perc ent in 19 97. T he change

in expenses betwe en the two qu arters was due to a de c rease in pen sion expen s e s .

Re s earch and de velop ment cont inues to be an imp ortant part of the com-

pany ’s strategy to extend exist ing brands and expand its of f er ings of new con-

s umer - b randed items. Re c og ni z ing the imp ortance of de velop ing, ma inta ining

and prote c t ing its intang i b le asset base of trademarks, brands and patents, the

c ompany dur ing 1998 moved its re s earch activ it ies and re s p on si bility for its

intang i b le assets into a new subsidiary, Hor mel Foods L.L.C. Re s earch and

de velop ment expenses for the qu arter and year were $2 , 412 and $9,03 7,

re s pe c t ivel y, compared to $2 , 212 and $8,580 for the same per iods la st year.

T he company ’s effective tax rate was unc hanged at 35.9 perc ent for 19 9 8

and 19 97.

Fiscal Years 1997 and 1996: Re c ord high feed gra in costs exper ienced in

1996 mo derated somew hat in 19 97 but rema ined above histor ic le vel s .

A l t hough the company was able to improve mar g ins in 19 97, high raw mater-

ial costs did not allow the re turn to pre - 1996 mar g in le vel s .

E arnings for the year inc reased 37.9 perc ent to $109,492 from $79,408 in

19 9 6. Net sales in 19 97 inc reased 5.1 perc ent to $3, 2 5 6 , 551 f rom $3,09 8 ,6 8 5

t he pre v ious year. Ton n a ge for the year de c reased 0.5 perc ent compared to 19 9 6.

E arnings for the fourth qu arter of 19 97 were $44,6 6 9, an inc rease of 47. 9

perc ent over earnings of $30, 211 f or the same per iod in 19 9 6. Sa les for the

qu arter were $868,108, a 1.1 perc ent de c rease from $877, 7 75 in 19 9 6. Ton n a ge

de c lined 1.2 perc ent in 19 97 compared to the pre v ious year.

T he drop in ton n a ge for both the qu arter and year was a re s ult of re duc e d

c ommo dity pork sales and the sale of Farm Fresh Cat f ish Company dur ing

19 97. T he inc rease in earnings, while sales dollars and ton n a ge eit her improve d

mar g inally or de c lined, is due to a pro duct mix which inc luded a lar ger pro-

p ort ion of higher mar g in con s umer - processed items .

Ton n a ge vo lume in the Groc ery Pro duc ts Div ision was up 4.5 perc ent for

t he year, due pr i mar ily to the Stagg Foods acqu isit ion. T he Meat Pro duc ts

Group comp le ted the year with ton n a ge growth exc e e ding 12.0 perc ent, con-

t inu ing the trend of inc reased sales of va lue - ad ded pro duct ver s us commo dit y

pro duct. Ton n a ge of the Fo o d s erv ice Group was up 12.0 perc ent for the year.

In the intern at ional area, the company purc hased a 21.4 perc ent equ it y

intere st in Camp of r io Ali menta c ion, S.A. in Spa in. Con struc t ion pro j e c ts of

t he China joint ventures cont inued as sche duled. T he venture in Shang ha i

b e g an pro duc t ion in Oc tob er 19 97. T he Be i j ing venture is sche duled to begin

pro duc t ion in Janu ary 19 9 8. Intern at ional ton n a ge for 19 97 inc reased 26. 9

perc ent over 19 9 6.

Jen nie-O ton n a ge inc reased 12.0 perc ent in 19 97 with sales dollar grow t h

e xc e e ding 14.0 perc ent compared to 19 9 6. W h ile ton n a ge and sales dollar s

were up, high feed costs for the year cont inued the sque eze on histor ical mar-

g ins that began in 19 9 6. In Oc tob er 19 97, Jen nie-O acqu i red the assets of

Heart land Foods in Mar s hall, Min ne s ota .

In 1996, the company an nounced it would exit the cat f ish business and

e sta b lis hed an after - tax re struc tur ing re s erve of $5, 4 0 0. T he sale of Farm Fre s h

C at fish assets in 19 97 re s ul ted in a favora b le after - tax re duc t ion of the re s erve

in the amount of $3, 2 0 0.
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Sel ling and delivery expenses for the qu arter and year were $12 5, 2 73 and

$514 , 9 31, re s pe c t ivel y, as compared to $124,285 and $5 03, 108 la st year. As a

perc enta ge of sales, sel ling and delivery expenses de c reased sli g htly to 15.8 perc ent

f rom 16.2 perc ent in 19 9 6. Mark e t ing expenses inc reased to $51,063 for the

qu arter and $217,637 for the year compared to $49,0 79 and $2 09,0 21 la st year.

Ad ministrat ive and general expenses were $2 4 , 744 and $75, 788 for the

qu arter and year, re s pe c t ivel y, compared to $2 0, 570 and $75,6 59 in 19 9 6. As a

perc enta ge of sales, ad ministrat ive and general expenses for the year de c rea s e d

s li g htly to 2.3 perc ent from 2.4 perc ent la st year.

T he company ’s effective tax rate de c reased to 35.9 perc ent from 36. 7perc ent

in 19 9 6. T he re duc t ion is due in part to inc reased afford a b le housing tax cre dits ,

f oreign equ ity earnings which are net of tax, a favora b le comp le t ion of a federa l

tax audit and a de c rease in state and local ta xe s .

L i q u i d i t y: T he company cont inues to have an exc e p t ionally strong balanc e

s heet. Cash and cash equ iva lents and short - term mark e ta b le secur it ies were

$2 3 8 ,032 at t he end of 1998, compared to $152,386 la st year. Long - term de b t

c on sists of small is s ue Industr ial Re venue Bonds of vary ing matur it ies, debt us e d

f or inve st ment in the Fe deral Afford a b le Housing Prog ram, $110,000 in Senior

Notes matur ing in 2002 and 2006 and $59,200 of long - term notes denomin ate d

in Spanish pe s e tas, used to purc hase a 21.4 perc ent equ ity intere st in Camp of r io

in Spa in. T he strong balance sheet prov ides the company with the ability to ta k e

ad vanta ge of expan sion or acqu isit ion op p ortunit ies that may ar is e .

Dur ing 1998, cash prov ided by operat ing activ it ies was $2 2 9,0 2 0, compare d

to $162,489 la st year. T he inc rease in cash prov ided by operat ing activ it ies was

t he re s ult of an inc rease in ne t earning s ,e xc luding the one - t i me g a in and change s

in work ing ca p ital items, which were in the nor mal course of busine s s .

Cash re qu i red for inve st ing activ it ies in 1998 de c reased to $5 8 ,825 from

$18 5,054 in 19 97. T he de c rease in cash re qu i red for inve st ing activ it ies re fle c ts

t he comp le t ion in 19 97 of several con struc t ion pro j e c ts pr i mar ily at Hor mel

Foods and Jen nie-O Foods, the cash re qu i red la st year for the equ ity inve st-

ment in Camp of r io and the cash re c e ived on the sale of the Daven p ort gelat in

p lant. At the end of the year, the company had commit ments to expend approx-

i matel y $57,800 to comp le te con struc t ion in prog ress at var ious locat ion s .

Dur ing the year, the company re p urc hased 2,251,600 shares of its com-

mon stock at an avera ge pr ice per share of $33.98, comp le t ing an init ial share

re p urc hase plan aut hor i zed in 19 9 6. T he company ’s Board of Di re c tors aut ho-

r i zed a second share re p urc hase plan in Se p tem b er of 19 9 8. Dur ing the fourt h

qu arter, 119,400 shares were re p urc hased under the new plan at an avera ge

pr ice per share of $2 9. 81.

Fin anc ial rat ios for 1998 and 19 97 are pre s ented below :

1 9 9 8 19 97

Liquidity Ratios

C u rrent ratio 2 . 7 2 . 6

Receivables turn o v e r 1 4 . 3 1 4 . 0

Days sales in re c e i v a b l e s 2 5 . 4 2 6 . 2

I n v e n t o ry turn o v e r 9 . 5 9 . 3

Days sales in inventory 3 7 . 1 3 8 . 8

Leverage Ratio

L o n g - t e rm debt to equity 2 5 . 9 % 2 5 . 3 %

Operating Ratios

P retax pro fit to net wort h 2 6 . 9 % 21.5 %

P retax profit to total assets 1 4 . 1 % 11.5%

Year 2000: For many years, internally de veloped sof t w are has been de vel-

oped so as to eli min ate the need for re v ision in the Year 2000. Less than 5.0

perc ent of this cate g ory of sof t w are rema ins to be updated and will be com-

pleted by January 1, 2000.

T he company has an ong oing process to re v iew the impact of Year 2000

on key suppliers and customers and on outside de veloped sof t w are that run s

on company comp uters or is conta ined wit h in proc e s sing equ i p ment. Change s

to cor rect potent ial prob lems ident i fied by this assessment process are 80 perc ent

c omp le te. All re qu i red changes will be comp le te by Janu ary 1, 2000.

T he company has quer ied its si g ni ficant outside suppliers and customers as

to their expos ure to Year 2000 prob lems. T he company is not aware of any

outside supplier or customer with a Year 2000 is s ue that would mater ia l l y

i mpact the company ’s re s ul ts of operat ions. Howe ver, the company has no

means of en s ur ing that outside suppliers and customers will be Year 2000

read y.

T he company does not ant ic i pate delays in fin a li z ing Year 2000 change s

and does not have cont ingency plans for such a pos si bilit y. T he total histor ica l

or ant ic i pated rema ining costs to reme diate Year 2000 prob lems are not mater ia l .

Market Risk: T he pr inc i pal market risk affecting the company is the expo-

s ure to changes in intere st rates on the company ’s fixe d - rate, long - term de b t .

Market risk for fixe d - rate, long - term debt is est i mated as the potent ial inc rea s e

in fair va lue re s ul t ing from a hypot he t ical 10 perc ent de c rease in intere st rate s

and amounts to approx i mately $3.9 mil lion. T he fair va lues of the company ’s

long - term debt were est i mated using dis c ounted future cash flows based on

t he company ’s inc remental bor row ing rates for si milar types of bor row ing s

ar rangements .

W h ile the company does have intern at ional operat ions, and operates in inter-

n at ional mark e ts, it con siders its market risk in such activ it ies to be immater ia l .

R E S P O N S I B I L I T I E S F O R F I N A N C I A L S T A T E M E N T S

T he accompany ing fin anc ial statements were pre pared by the man a gement of

Hor mel Foods Cor p orat ion which is re s p on si b le for their inte g r ity and ob j e c-

t iv it y. T hese statements have been pre pared in accord ance with genera l l y

a c c e p ted account ing pr inc i p les appropr iate in the circumstances and, as suc h ,

inc lude amounts that are based on our best est i mates and judg ments .

Hor mel Foods Cor p orat ion has de veloped a system of internal contro l s

de si g ned to assure that the re c ords re flect the tran s a c t ions of the company and

t hat the esta b lis hed polic ies and proc e dures are ad hered to. T h is system is

au gmented by wel l - c omm unicated writ ten polic ies and proc e dures, a strong

prog ram of internal audit and wel l - qu a li fied per s on nel .

T hese fin anc ial statements have been audited by Ern st & Young LLP, inde-

pendent auditors, and their re p ort appears on pa ge 30. T heir audit is conduc te d

in accord ance with generally accepted audit ing stand ards and inc ludes a re v iew

of the company ’s account ing and fin anc ial controls and te sts of tran s a c t ion s .

T he Audit Commit tee of the Board of Di re c tors, comp osed solely of out-

side di re c tors, me e ts per io dically with the inde pendent auditors, man a gement

and the internal auditors to assure that each is car ry ing out its re s p on si bilit ie s .

B oth Ern st & Young LLP and our internal auditors have full and free access to

t he Audit Commit tee, with or wit hout the pre s ence of man a gement, to dis cus s

t he re s ul ts of their audit work and their op inions on the ade qu a cy of intern a l

c ontrols and the qu a lity of fin anc ial re p ort ing .

Jo el W. Jo h n s on Don J. Ho d a p p

C ha i r man of the Board Exe cut ive Vice Pre sident

Pre sident and Chief Exe cut ive Of fic er C h ief Fin anc ial Of fic er



S H A R E H O L D E R I N F O R M A T I O N

1 st Quarte r 2nd Quarte r 3 rd Quarte r 4 th Quarte r

Ending Jan. 30 Ending May 1 Ending July 31 Ending Oct. 30

Dividends (est i m a ted date s )

Declaration Da t e Nov. 23, 1998 Ma rch 22, 1999 May 24, 1999 Oct. 4, 1999
Ex - Dividend Da t e Jan. 20, 1999 April 14, 1999 July 21, 1999 Oct. 20, 1999
Re c o rd Da t e Jan. 23, 1999 April 17, 1999 July 24, 1999 Oct. 23, 1999
Payable Da t e Fe b. 15, 1999 May 15, 1999 Aug. 15, 1999 Nov. 15, 1999

Q u a rte rly Earnings Re l e a s e s /

Q u a rte rly Re p o rt s

(Estimated Da t e ) Fe b. 18, 1999 May 20, 1999 Aug. 19, 1999 * Nov. 24, 1999

C o rp o ra te Headqu a rte rs

Hormel Foods Corporation
1 Hormel Pl a c e
Austin, MN 55912-3680
(507) 437-5611

I n te rn et

Hormel Foods Corporation has a presence on the
Internet through two sites: www.hormel.com and
w w w. s p a m . c o m .

Independent Au d i to rs

Ernst & Young LLP
1400 Pi l l s b u ry Center
Minneapolis, MN 55402-1491

Common Sto ck Data

The high and low closing price of the company’s
common stock and the dividends per share declare d
for each fiscal quarter of 1998 and 1997, re s p e c-
t i ve l y, are shown below :

19 9 8 H i g h L ow D i v i d e n d

First Qu a rt e r 3 2 15⁄16 2 8 5⁄8 $ . 1 6
Second Qu a rt e r 3 8 7⁄8 3 2 11⁄16 $ . 1 6
T h i rd Qu a rt e r 3 6 15⁄16 3 2 1⁄16 $ . 1 6
Fo u rth Qu a rt e r 3 4 1⁄2 2 6 3⁄8 $ . 1 6

19 97 H i g h L ow D i v i d e n d

First Qu a rt e r 27 7⁄8 23 1⁄2 $ . 1 5 5
Second Qu a rt e r 27 2 3 7⁄8 $ . 1 5 5
T h i rd Qu a rt e r 28 7⁄16 2 3 7⁄8 $ . 1 5 5
Fo u rth Qu a rt e r 3 2 1⁄2 28 1⁄16 $ . 1 5 5

Sto ck List i n g

Hormel Foods Corporation’s common
stock is traded on the New Yo rk St o c k
Exchange. The company’s symbol is

HRL and is often shown as Hormel in the New Yo rk
Stock Exchange listing found in the financial section
of most daily newspapers. He re, shareholders are able
to find the corporation’s daily trading activity, stock
price and dividend information.

Tra n s fer and Re g i st rar Age n t

No rwest Bank Minnesota, N.A.
161 No rth Concord Exc h a n g e
P.O. Box 64854
South St. Paul, MN 55164-0854

For the convenience of shareholders, a toll-fre e
n u mber (1-800-468-9716) can be used wheneve r
questions arise re g a rding changes in re g i s t e red ow n-
e r s h i p, lost or stolen certificates, address changes or
other matters pertaining to the transfer of stock or
s h a reholder re c o rds. When requesting information,
s h a reholders must provide their tax identification
n u m b e r, the name(s) in which their stock is re g i s-
t e red and their re c o rd addre s s .

If you hold stock in more than one account,
duplicate mailings of financial information may
result. You can help eliminate the added expense by
requesting only one copy be sent. Please supply the
transfer agent with the names in which all accounts
a re re g i s t e red and the name of the account for which
you wish to re c e i ve mailings. This will not in any
way affect dividend check mailings.

Hormel Foods Corporation’s DIVIDEND REIN-
VESTMENT PLA N, available to re c o rd share h o l d-
ers, allows for full dividend re i n vestment and
vo l u n t a ry cash purchases with brokerage commis-
sions or other service fees paid by the company.
AU TO M ATIC DEBIT FOR CASH CONTRIBU T I O N
is also available. This is a convenient method to have
money automatically withdrawn each month fro m
a checking or savings account and invested in yo u r
DIVIDEND REINVESTMENT P LAN account. To
e n roll in the plan or obtain additional information,
contact No rwest Bank Minnesota, N.A., using the
a d d ress or telephone number provided with its list-
ing in this section as company transfer agent and
re g i s t r a r.

An optional DIRECT DIVIDEND DEPOSIT s e r-
vice offers shareholders a convenient method of hav-
ing quarterly dividend payments electro n i c a l l y
deposited into their personal checking or savings
account. The dividend payment is made in the
account each payment date, providing share h o l d e r s
with immediate use of their money. For informa-
tion about the service and how to participate, con-
tact No rwest Bank Minnesota, N.A., transfer agent.

D i v i d e n d s

The declaration of dividends and all dates re l a t e d
to the declaration of dividends are subject to the
judgment and discretion of the Board of Di re c t o r s
of Hormel Foods Corporation. T h e re f o re, there can
be no assurance the events indicated in the table
at left will occur or occur on the indicated dates.
The Declaration Date is the day on which the
B o a rd of Di rectors votes to declare the dividend.
The Ex - Dividend Date is the date which the New
Yo rk Stock Exchange sets to quote the price of the
stock without the dividend. The Re c o rd Date is the
date on which you must be a shareholder of re c o rd
on the company’s books to re c e i ve the dividend. T h e
Payable Date closely follows the day of mailing of
the checks. If a check is not re c e i ved on this date,
please wait at least one week to allow for possible
postal delays before contacting the company.

Re p o rts and Publications

Copies of the company’s Form 10-K annual re p o rt
to the Securities and Exchange Commission (SEC),
the Form 10-Q quarterly re p o rts to the SEC, prox y
statement, quarterly earnings releases and other
printed corporate literature are available free of
charge upon request. Telephone (507) 437-5164 or
access financial and other information on the
Internet at www. h o r m e l . c o m .

*As part of our ongoing effort to reduce costs,
and recognizing the company’s Annual Re p o rt to
Sh a reholders is mailed approximately one month
f o l l owing the fourth quarter earnings release date,
no quarterly re p o rt will be produced and mailed to
s h a reholders. If desired, shareholders may contact
(507) 437-5164 to obtain a copy of the fourth quar-
ter earnings release made available to both the media
and security analysts.

Q u e stions about Hormel Fo o d s

Sh a reholder I n q u i r i e s
(507) 437-5669

An a l y s t / In vestor I n q u i r i e s
(507) 437-5950

Media Inquiries
(507) 437-5345

Annual Meet i n g

The Annual Meeting of Sh a reholders will be held
Tu e s d a y, Ja n u a ry 26, 1999, in the Richard L.
K n owlton Auditorium at Austin (Minn.) Hi g h
School. The meeting will convene at 8:00 p. m .

Consumer Affa i rs

Inquiries re g a rding products of Hormel Fo o d s
Corporation should be addre s s e d :

Consumer Affairs De p a rt m e n t
Hormel Foods Corporation
1 Hormel Pl a c e
Austin, MN 55912-3680
or call 1-800-523-4635

*See Reports and Publications
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