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C o m p a n y  P r o f i l e

Cal-Maine Foods, Inc. is engaged in the production, cleaning, grading, packing and sale of fresh shell

eggs.  The Company currently is the nation’s largest producer and distributor of fresh shell eggs,

with fiscal 1998 sales of approximately 425 million dozen shell eggs, representing approximately

10% of all shell eggs sold in the United States.  Cal-Maine primarily markets its shell eggs in 26 states,

chiefly in the southwestern, southeastern, midwestern and mid-Atlantic regions of the United

States.

The common shares of Cal-Maine Foods, Inc. are traded on the Nasdaq National Market under the

symbol CALM.

Yellow states indicate Cal-Maine’s major market areas.

Alabama
Ashland

Arkansas
Hope

Lincoln

Georgia
Gainesville

Hartwell

Shady Dale

Kansas
Buhler

Chase

Kentucky
Bremen

Louis iana
Greensburg

Hammond

Mississ ippi
Edwards

Jackson (Corporate Offices)

Mendenhall

Missouri
Bonne Terre

New Mexico
Albuquerque

North Carol ina
Albemarle

Greenville

Louisburg

Ohio
Rossburg

Oklahoma
Westville

South Carol ina
Bethune

Texas
Idalou

Keller

Lagrange

Waelder

Utah
Delta (under construction)
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Fiscal 1998 was a good year for Cal-Maine Foods. We

achieved improved efficiency during the year and our

management team continued to perform well.

Our bottom line results were affected by lower egg

prices, which were down 9 percent on average from

the prior year due to increased egg supplies and a

reduction in export sales particularly to Japan, Hong

Kong and the Middle East. For the year ended May 30,

1998, the Company had net sales of $309.1 million

and net income of $5.4 million, or $.41 per basic com-

mon share, compared with net sales of $292.5 million

and net income of $14.8 million, or $1.21 per basic

common share, in fiscal 1997.

In spite of significantly lower eggs prices, we contin-

ued to achieve gains in productivity as a result of our

ongoing acquisition and modernization program, and

further strengthened our marketing and financial

position. Highlights of the year include the following

accomplishments:

• In October, we completed the acquisition of two

Georgia companies, J & S Farms, Inc. and Savannah

Valley Egg Company. These operations, which

added approximately 900,000 laying hens, a feed

mill and an egg processing and marketing facility,

will contribute approximately $30 million to sales in

fiscal 1999.

• We proceeded with construction of new state-of-

the-art egg production facilities in Kansas and

Texas. The Kansas facility will be in full production in

fiscal 1999; the Texas facility will begin production

in fiscal 1999 and be in full production in fiscal 2000.

• We continued to phase out older facilities with the

closing of three locations that were operating

below par in efficiency.

• We maintained and added to our customer base in

all of our markets.

• We successfully opened the Metro New York market

for our lines of specialty eggs.

• In December, we raised $40 million through the sale

of long-term investment grade rated notes at

attractive interest rates and favorable repayment

terms. Approximately half of the proceeds were

used to repay existing debt with the balance

retained for future acquisitions or other corporate

purposes.

• We maintained a strong balance sheet and good

banker relations, which will support our planned

growth.

• In March, Cal-Maine began a program of regular

quarterly dividend payments to shareholders.

Early in fiscal 1999, we entered into a joint venture with

two other companies to construct and operate an egg

production and marketing facility in Utah. The first egg

production at this facility will begin in the first half of

calendar 1999, with completion of the total project

scheduled for the second half of calendar 2000. This

modern, highly efficient operation, planned to include

1.5 million laying hens, pullet growing facilities, in-line

egg processing and a feed mill, will serve the western

regions of the United States.

Looking ahead to fiscal 1999, we expect favorable feed

costs due to a projected abundance of corn and soy-

beans. Domestic demand for eggs remains strong, but

the outlook for egg prices is uncertain: exports to Asia

are down because of the strong dollar and economic

turmoil in the region, and total egg production is pro-

jected to be up about 2 percent for the next year.

Fluctuations in egg prices are a normal part of our

business. Market prices aside, we are pleased with the

performance of our operations and expect further

improvements in efficiency in the year ahead. We will

continue to pursue our aggressive growth strategy

and actively explore acquisition opportunities.

Thank you for your support of Cal-Maine Foods and

our management team during this past year.

Sincerely,

Fred Adams, Jr.

Chairman and Chief Executive Officer
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The U.S. egg industry is an essential contrib-

utor to the nation’s food supply, currently

providing approximately 240 eggs per year

to each of our 265 million people. Cal-Maine

Foods plays an important role in this process

as a leading producer, processor and distrib-

utor of fresh shell eggs. In fiscal 1998, 

Cal-Maine sold approximately 425 million

dozen fresh shell eggs, more than any other

company in the country, to a growing list of

national and regional supermarket chains. 

The modern egg industry has come a long

way from the small flocks that made up the

majority of the egg industry forty years ago.

Cal-Maine Foods has led the shift to modern

egg production, combining environment a l l y

controlled housing and computer technology

to improve quality and raise productivity.

Over the past decade, Cal-Maine Foods has

accelerated its modernization program

through an aggressive growth strategy that

involves both acquisition of existing facili-

ties and construction of new ones. During

this period, the Company has completed

nine acquisitions and built four major state-

of-the-art shell egg production and process-

ing facilities and one pullet growing facility.

As it has added new facilities, Cal-Maine has

retired older, less efficient ones and reduced

its reliance on contract producers. Today,

Company-owned farms, representing 65

percent of Cal-Maine’s egg production, are

modern, in-line facilities that use the latest

technology to gather, clean, grade and 

package the eggs.

Producing Quality

The consistently high quality that only

comes from experience and attention to

detail is evident in Cal-Maine’s eggs.

Enjoying the advantages of fully integrated

operations with complete control over 

production and distribution, Cal-Maine is

able to maintain strict standards for perfor-

mance and product quality. Whether sold

under the Cal-Maine label or a retailer’s own

brand, the quality of the Company’s eggs is

u n s u r p a s s e d .

Cal-Maine’s standards for quality are highly

evident in the two lines of specialty eggs it

produces to meet consumers’ special needs.
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Cal -Maine  
Foods has  

led  the  sh i f t  
to  modern egg  
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Cal -Maine  
m a r kets  more 
f r esh  shel l  
eggs  than 
any other
c o m p a n y.
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Under license from Egg•Land’s Best, Inc., it

produces Egg•Land’s Best™ eggs, which

studies show cause no increase in serum

cholesterol when eaten as part of a low fat

diet. In producing these premium-p r i c e d

eggs, Cal-Maine uses a proprietary veget a r i a n

feed supplement and adheres to special 

production control standards. In 1998, 

Cal-Maine’s license with Egg•Land’s Best was

expanded to include the Metro New York

market which offers an excellent opportunity

for increasing sales to health-conscious 

c o n s u m e r s .

In addition, Cal-Maine produces “Farmhouse”

brand eggs, which come from hens that are

not caged and are provided a diet of natural

grains and drinking water. Cal-Maine’s

“Farmhouse” brand targets the growing

number of consumers who prefer these spe-

cially produced eggs.

Preparing for the Future

Today Cal-Maine Foods operates 20 facilities

in 14 states and maintains a flock of 15 million

layers. In fiscal 1998, the Company enhanced

its capacity with the acquisition of certain of

the assets of J & S Farms, Inc. and Savannah

Valley Egg Co., both located in Georgia.

Together, these acquisitions added approxi-

mately 900,000 laying hens, a feed mill and an

egg processing and marketing facility that

distributes eggs in Georgia and surrounding

s t a t e s .

In fiscal 1999, full production will begin at

the Company’s new egg production, pro-

cessing and feed mill facilities in Chase,

Kansas. Initial operations will also begin at a

new in-line egg laying facility in Waelder,

Texas, with full production scheduled for fis-

cal 2000. Each of these new state-of-the-art

facilities will have a 1.0 million layer and

250,000 pullet capacity. In fiscal 1999, first

egg production will also begin at a joint ven-

ture operation in Utah owned by Cal-Maine

and two other companies. This modern,

highly efficient operation will include 1.5

million laying hens, pullet growing facilities,

in-line egg processing and a feed mill. All of

these new facilities represent a continuation

of Cal-Maine’s growth strategy and promise

to be good performers in the future.
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1998 1997 1996 1995 1994 1993 1992 1991 1990 1989
For the Fiscal Year:
Net sales $ 309,071 $ 292,526 $282,844 $242,649 $254,713 $235,908 $234,767 $268,804 $260,373 $100,100
Cost of sales 264,636 236,273 230,850 223,965 225,227 204,115 211,428 217,763 197,568 85,483
Gross profit 44,435 56,253 51,994 18,684 29,486 31,793 23,339 51,041 62,805 14,617

Operating income (loss) 10,346 27,323 22,341 (9,250) 3,392 7,017 (1,355) 24,100 38,462 4,266
Income (loss) before income taxes 8,325 24,353 17,385 (13,285) 595 5,163 (3,392) 22,027 35,882 1,676
Net income (loss) 5,379 14,845 10,925 (8,685) 224 3,103 (2,192) 14,347 22,382 1,001
Net income (loss) per share (1):

Basic .41 1.21 .94 (.74) .02 .26 (.18) 1.19 1.78 .08
Dilutive .40 1.18 .94 (.74) .02 .26 (.18) 1.19 1.78 .08

Cash dividends declared per share .02 – – – – – – – – –
Weighted average shares outstanding (1):

Basic 13,191 12,285 11,584 11,700 11,760 11,821 11,921 12,063 12,571 12,017
Dilutive 13,428 12,560 11,584 11,700 11,760 11,821 11,921 12,063 12,571 12,017

Depreciation and amortization 12,017 10,550 10,444 9,894 9,148 7,464 6,301 5,697 3,916 2,414
Fixed asset additions (including purchases of

shell egg production and processing business) 18,576 23,145 8,768 18,827 27,758 14,525 17,848 8,415 27,677 13,073

At Year-End:
Working capital    $ 56,591 $ 45,390 $ 26,742 $ 10,092 $ 29,588 $ 30,426 $ 29,226 $ 41,920 $ 24,991 $ 6,127
Total assets 203,188 182,294 149,991 147,402 144,859 128,260 125,662 123,018 100,806 62,610
Total debt (including current portion) 75,498 64,436 63,426 64,211 62,968 49,808 50,020 43,439 36,966 25,559
Total stockholders’ equity 79,547 74,642 47,900 37,472 46,489 46,387 43,529 46,208 32,296 9,168

(1) Reflects the 1,200-for-1 stock split effective October 3, 1996 as if the split had occurred in the earliest period presented.

Net Sales Net Income
First quarter 21.9% (8.8)%
Second quarter 25.8 43.7
Third quarter 27.6 57.5
Fourth quarter 24.7 7.6

100.0% 100.0%

Fiscal Year 1998
First Second Third Fourth

Quarter Quarter Quarter Quarter
Net sales $ 63,723 $79,435 $ 89,344 $76,569
Gross profit 5,470 15,436 14,928 8,601
Net income (loss) (1,737) 4,244 3,703 (831)
Net income (loss) per share:

Basic $ (.13) $ .32 $ .28 $ (.06)
Dilutive $ (.13) $ .32 $ .28 $ (.06)

Fiscal Year 1997
First Second Third Fourth

Quarter Quarter Quarter Quarter
Net sales $ 65,563 $78,629 $79,649 $68,685
Gross profit 9,851 17,846 19,128 9,428
Net income 1,097 5,931 6,937 880
Net income per share 

(1)

:
Basic $ .10 $ .52 $ .54 $ .07
Dilutive $ .09 $ .50 $ .53 $ .07

(1)

Reflects the 1,200-for-1 stock split effective October 3, 1996 as if the split had occurred in the earliest period presented.
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O v e r v i e w
The Company is primarily engaged in the production, cleaning, grading, packing and sale of fresh shell eggs.
The Company’s fiscal year end is the Saturday closest to May 31.

The Company’s operations are fully integrated.  At its  facilities it hatches chicks, grows pullets, manufactures
feed, and produces, processes, and distributes shell eggs.  The Company currently is the largest producer and
distributor of fresh shell eggs in the United States. The shell egg segment accounted for over 94% of the
Company’s net sales.  The Company primarily markets its shell eggs in the southwestern, southeastern, mid-
western and mid-Atlantic regions of the United States.  Shell eggs are sold directly by the Company primarily
to national and regional supermarket chains.  Egg products accounted for approximately 4%  of the Company’s
net sales in fiscal 1998. Egg products operations were discontinued in May 1998.

The Company currently uses contract producers for approximately 34% of its total egg production.  Contract
producers operate under agreements with the Company for the use of their facilities in the production of shell
eggs by layers owned by the Company, which owns the eggs produced.  Also, shell eggs are purchased, as
needed, for resale by the Company from outside producers.

The Company’s operating income or loss is significantly affected by wholesale shell egg market prices, which
can fluctuate widely and are outside of the Company’s control.  Retail sales of shell eggs are greatest during the
fall and winter months and lowest during the summer months.  Prices for shell eggs fluctuate in response to
seasonal factors and a natural increase in egg production during the spring and early summer.  

The Company’s cost of production is materially affected by feed costs, which average about 61% of Cal-Maine’s
total farm egg production cost.  Changes in feed costs result in changes in the Company’s cost of goods sold.
The cost of feed ingredients is affected by a number of supply and demand factors such as crop production and
weather, and other factors, such as the level of grain exports, over which the Company has little or no control.

Resul ts  of Operations
The following table sets forth, for the periods indicated, certain items from the Company’s Consolidated
Statements of Income expressed as a percentage of net sales.

Percentage of Net Sales
Fiscal Years Ended

May 30, 1998 May 31, 1997 June 1, 1996
Net sales 100.0% 100.0% 100.0%
Cost of sales 85.6 80.8 81.6
Gross profit 14.4 19.2 18.4
Selling, general & administrative expenses 11.0 9.9 10.5
Operating income 3.4 9.3 7.9
Other income (expense) (0.7) (1.0) (1.8)
Income before taxes 2.7 8.3 6.1
Income tax expense 1.0 3.2 2.2
Net income 1.7% 5.1% 3.9%

Fiscal Year Ended May 30, 1998 Compared to Fiscal Year Ended May 31, 1997
Net Sales. Net sales in the fiscal year ended May 30, 1998 were $309.1 million, an increase of $16.6 million, or
5.7%, over net sales of $292.5 million in the fiscal year ended May 31, 1997.  Although average shell egg mar-
ket prices declined, the increase in sales was due to increased dozens sold and an increase in feed sales, which
are part of the shell egg segment, to outside egg producers. Cal-Maine’s net average selling price of shell eggs
during fiscal 1998 was $.675 per dozen, as compared to $.722 per dozen for fiscal 1997, a  decrease of  6.5%.
Due to increased egg supplies and lower egg exports, average shell egg market prices declined approximate-
ly 9%. During fiscal 1998, the number of dozens sold increased approximately 6%, primarily due to recent
acquisitions of production and processing facilities. The Company produced 327.7 million dozens of eggs in fis-
cal 1998, compared to 309.8 million dozens in fiscal 1997. The Company purchased 101.8 million dozens from
outside sources during fiscal 1998, compared to 73.4 million dozens of eggs in fiscal 1997. Approximately 
one-third of the increase in outside purchases resulted from  a recent acquisition in Georgia. This operation also
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contributed to the increase in outside feed sales. Outside feed sales increased from $2.8 million during fiscal
1997 to $15.7 million in the current fiscal year. In April 1997, mid-fourth quarter of fiscal 1997, the Company
purchased the egg production and processing facilities of Southern Empire Egg Farm, Inc. In November 1997,
late second quarter of the current fiscal year, the Company purchased the inventories and shell egg produc-
tion and processing equipment of J&S Farms, Inc., and Savannah Valley Company Inc. These acquisitions
accounted for approximately 14% of net sales for  fiscal 1998, and 10% of dozens of eggs sold.

Cost of Sales.  The cost of sales in fiscal 1998 was $264.6 million, an increase of $28.3 million, or 12%, above the
fiscal 1997 cost of sales of $236.3 million.   Although feed ingredient cost decreased, costs associated with the
increased amount of dozens and feed tonnage sold resulted in a higher cost of sales. Feed cost per dozen eggs
produced during fiscal 1998 was $.248, compared to $.284 per dozen in fiscal 1997, a decrease of 12.7%. As
mentioned above in the sales discussion, the number of outside dozens of eggs purchased increased for fiscal
1998.  Though purchased at lower per dozen prices, due to lower shell egg market prices, the increased quan-
tities purchased resulted in an increase in cost of sales. With  increasing units sold and decreasing sales price
per unit, the gross profit decreased from 19.2% of net sales for fiscal 1997 to 14.4% for fiscal 1998.

Selling, General and Administrative Expenses. Selling, general and administrative expenses in fiscal 1998
were $34.1 million, an  increase of $5.2 million, or 17.8%, as compared to the $28.9 million for fiscal 1997. The
increase is generally due to acquisitions and increased sales volume. Approximately one-half of the cost
increase is due to delivery expenses for the increased dozens sold. On a delivery cost per  dozen comparison,
overall operating costs have increased 6.5% for the current fiscal year. The balance of the cost increase is due
to specialty egg brands promotions, bad debt allowances and an overall 4% increase in general administrative
expenses. For the current fiscal year, the Company incurred approximately $1.7 million in franchise and adver-
tising expenses in opening new markets for specialty brand eggs, primarily  the Egg Land’s Best franchise in
New York City. Sale of the specialty brands of eggs for the current fiscal year were almost 3.4% of net sales, as
compared to less than 1% for last year.  As a percent of net sales, general and administrative expenses have
increased from 9.9% for fiscal 1997 to 11.0% for the current fiscal year.

Operating Income. As a result of the above, the Company’s operating income was $10.3 million in fiscal 1998,
a  decrease of $17.0 million, or 62.1%, as compared to an operating income of $27.3 million for fiscal 1997.  As
a percent of net sales, operating income for fiscal 1998 was 3.4%, as compared to 9.3% for fiscal 1997.

Other Income (Expense). Other expense for fiscal 1998 was $2.0 million, a decrease of $1.0 million, or 32.0%, as com-
pared to other expense of $3.0 million for fiscal 1997. The decrease in net expense is primarily due to an increase in
interest income of $774,000, net insurance claim income of $662,000 and an increase in interest expense of $306,000.
As a percent of net sales, other expenses were 0.7% for fiscal 1998 compared to 1.0% for fiscal 1997.

Income Taxes. As a result of the above, the Company’s pre-tax income was $8.3 million in fiscal 1998, com-
pared to pre-tax income of $24.4 million for fiscal 1997.  For fiscal 1998, an income tax expense of $2.9 million
was recorded with an effective rate of 35.4% as compared to an income tax expense of $9.5 million with an
effective rate of 39.0% for fiscal 1997.  The decrease in the effective rate is due primarily to an increase in tax
exempt interest income as a percentage of income before income taxes.    In addition, in fiscal 1997, income
tax expense included an adjustment to reflect an  increase in the statutory federal rate for the then current and
deferred tax liabilities.

Net Income. As a result of the above, net income for fiscal 1998 was $5.4 million, or $0.41 per basic share, com-
pared to net income of $14.8 million, or $1.21 per  basic share, for fiscal 1997.

Fiscal Year Ended May 31, 1997 Compared to Fiscal Year Ended June 1, 1996
Net Sales. Net sales in the fiscal year ended May 31, 1997 were $292.5 million, an increase of $9.7 million, or
3.4%, over net sales of $282.8 million in the fiscal year ended June 1, 1996.  The increase was due to higher shell
egg market prices.  With improved average shell egg market prices, Cal-Maine’s net average selling price dur-
ing fiscal 1997 was $.722 per dozen shell eggs, as compared to $.684 per dozen shell eggs for fiscal 1996, an
increase of 5.6%.  During fiscal 1997, the number of dozens sold decreased due to reduced customer demand.
The Company produced 309.8 million dozens of eggs in fiscal 1997, compared with 308.8 million dozens in fis-
cal 1996.  The Company purchased approximately 73.4 million dozens of eggs from outside sources during 
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fiscal 1997, compared to 80.2 million dozens of eggs in fiscal 1996.  During fiscal 1997, the Company complet-
ed two acquisitions.  In the second quarter of fiscal 1997, the shell egg production facilities of Sunbest Farms
were purchased.  Approximately 2% of fiscal 1997 dozens of eggs sold were attributed to this facility.  As a pro-
duction facility only, the eggs produced were transferred to other company locations for processing and mar-
keting.  In April 1997, mid-fourth quarter, the shell egg production and processing facilities of Southern Empire
Egg Farm, Inc. were acquired.  Due to the late fiscal purchase date, these facilities accounted for approximate-
ly 1% of the dozens of eggs sold and net sales for fiscal 1997.

Cost of Sales. The cost of sales in fiscal 1997 was $236.3 million, an increase of $5.4 million, or 2.3%, above the
fiscal 1996 cost of sales of $230.9 million.  The increase was due to an increase in feed ingredient cost.  The
increase in ingredient cost began in fiscal 1996 and continued through the second quarter of fiscal 1997.  Feed
cost per dozen eggs produced during fiscal 1997 was $.284, compared to $.266 per dozen in fiscal 1996, an
increase of 6.8%.  As mentioned above in the sales discussion, the number of outside eggs purchased
decreased for fiscal 1997.  The potential dollar decrease for fewer dozens purchased was offset by the higher
per dozen price paid, due to the improved shell egg market prices.  With increases in sales exceeding increas-
es in cost of sales, the gross profit increased from 18.4% of net sales for fiscal 1996 to 19.2% for fiscal 1997.

Selling, General and Administrative Expenses. Selling, general and administrative expenses in fiscal 1997 were
$28.9 million, a decrease of $700,000, or 2.4%, as compared to the $29.6 million for fiscal 1996.  For fiscal 1997, a
decrease in health insurance expenses was the major reason for the lower dollar costs.  As a percent of net sales,
selling, general and administrative expenses  decreased from 10.5% for fiscal 1996 to 9.9% for fiscal 1997.

Operating Income.  As a result of the above, the Company’s operating income was $27.3 million in fiscal 1997,
an increase of $5.0 million, or 22.3%, as compared to an operating income of $22.3 million for fiscal 1996.  As a
percent of net sales, operating income for fiscal 1997 increased to 9.3%, as compared to 7.9% for fiscal 1996.

Other Income (Expense). Other expense for fiscal 1997 was $3.0 million, a decrease of $2.0 million, or 40.0%,
as compared to other expense of $5.0 million for fiscal 1996.  Interest expense for fiscal 1997 was $4.3 million,
a decrease of $1.2 million, or 22.1%, as compared to an interest expense of $5.5 million for fiscal 1996.  Higher
interest expense for fiscal 1996 was due to borrowings under lines of credit from banks that were repaid by fis-
cal 1996 year end. Interest income was $597,000 for fiscal 1997, compared to $141,000 for fiscal 1996.  As a per-
cent of net sales, other expenses were 1.0% for fiscal 1997, compared to 1.8% for fiscal 1996.

Income Taxes. As a result of the above, the Company’s pre-tax income was $24.4 million in fiscal 1997, com-
pared to pre-tax income of $17.4 million for fiscal 1996.  For fiscal 1997, an income tax expense of $9.5 million
was recorded with an effective rate of 39.0% as compared to an income tax expense of $6.5 million with an
effective rate of 37.2% for fiscal 1996.  The increase in the effective rate is due primarily to the increase to the
maximum statutory federal rate of 35% from 34% because the Company’s taxable income exceeded the
amount for which the maximum rate is required.  The Company also increased the deferred tax liability for the
increased federal statutory rate.

Net Income. As a result of the above, net income for fiscal 1997 was $14.8 million, or $1.21 per basic share, com-
pared to net income of $10.9 million, or $.94 per basic share, for fiscal 1996.

Capital  Resources and Liquidi ty
The Company’s working capital at May 30, 1998 was $56.6 million compared to $45.4 million at May 31, 1997.
The Company’s current ratio was 2.39 at May 30, 1998 as compared with 2.26 at May 31, 1997.  The Company’s
need for working capital generally is highest in the last and first quarters ending in May and August, respec-
tively, when egg prices are normally at seasonal lows.  Seasonal borrowing needs frequently are higher during
these periods than during other fiscal periods.  The Company had an unused $35.0 million line of credit with
three banks at May 30, 1998.  The Company’s long-term debt at that date, including current maturities and cap-
italized lease obligations, amounted to $75.5 million, as compared to $64.4 million at May 31, 1997.

In December 1997, the Company and three of its lenders agreed to revised terms, amounts and interest rates
for long-term debt extended to the Company. The revised arrangements provide for a total of  $40.0 million of
borrowings under notes, with maturities ranging from 10 to 15 years at a weighted average fixed interest rate
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of 7.10% . Approximately $20 million of existing debt was refinanced and the Company was provided with an
additional $20 million of working capital, of which $3.5 million had not been disbursed as of year end 1998.

Substantially all trade receivables and inventories collateralize the Company’s line of credit, and property, plant
and equipment collateralize the Company’s long-term debt.  The Company is required by certain provisions of
these loan agreements to (1) maintain minimum levels of working capital and net worth; (2) limit dividends,
capital expenditures, lease obligations and additional long-term borrowings; and (3) maintain various current
and cash-flow coverage ratios, among other restrictions.  The Company was in compliance with these provi-
sions at May 30, 1998.  

For the fiscal year ended May 30, 1998, $24.9 million of net cash was provided by operating activities, of which
$14.8 million was used for construction and purchases of property, plant and equipment and $3.7 million was
used for the purchase of assets of a shell egg production and processing businesses.  The Company has
expended $18.0 million in the construction of new shell egg production, processing and feed mill facilities in
Chase, Kansas.  The Company is financing approximately $13.5 million of the estimated $21.5 million total pro-
ject cost through industrial revenue bonds maturing in 2011.  Borrowings under the industrial revenue bond
agreement totaled $10.0 million at May 30, 1998. In fiscal 1998, the Company  expended $952,000 in con-
struction of new shell egg production and processing facilities in Waelder, Texas.  The estimated cost of con-
struction is approximately $15.2 million with financing plans of approximately $10.4 million in borrowings from
an insurance company.  In fiscal 1998, $24.7 million was used to repay long-term debt .

The net result of these activities was an increase in cash and cash equivalents of $17.4 million for fiscal 1998.

The Company has $3.2 million  of deferred tax liability due to a subsidiary’s change from a cash basis to an
accrual basis taxpayer on May 29, 1988.  The Taxpayer Relief Act of 1997 provides that the taxes on the cash basis
temporary differences as of that date are generally payable over the next 20 years beginning in fiscal 1999 or
in the first fiscal year in which there is a change in ownership control. Payment of the $3.2 million deferred tax
liability would reduce the Company’s cash, but would not impact the Company’s statement of operations or
reduce stockholders’ equity, as these taxes have been accrued and are reflected on the Company’s balance
sheet.  See Note 11 of Notes to Consolidated Financial Statements.

Year 2000 I ssue
The Company currently has a program underway to ensure that all significant computer systems are substan-
tially Year 2000 compliant by fiscal year ending May 1999. All major systems are upgradable with commercial-
ly available software packages, the majority of which are covered by existing maintenance contracts. Based
upon initial survey of  suppliers and other third parties, the Company expects no material impact from the Year
2000 issue on its internal information systems or on its ability to continue normal business operations with sup-
pliers or other third parties who fail to address the issue. The Company will continue to monitor and evaluate
the impact of the Year 2000 on its operations. Actual costs associated with implementation of the Company’s
Year 2000 program are expected to be insignificant to the Company’s operations and financial condition.

Forward Looking Statements
The foregoing statements contain forward-looking statements which involve risks and uncertainties and the
Company’s actual experience may differ materially from that discussed above.  Factors that may cause such a
difference include, but are not limited to, those discussed in “Factors Affecting Future Performance”, below, as
well as future events that have the effect of reducing the Company’s available cash balances, such as unantic-
ipated operating losses or capital expenditures related to possible future acquisitions.  Readers are cautioned
not to place undue reliance on forward-looking statements, which reflect management’s analysis only as the
date hereof.  The Company assumes no obligation to update forward-looking statements.  See also the
Company’s reports to be filed from time to time with the Securities and Exchange Commission pursuant to the
Securities Exchange Act of 1934.

Factors Affec ting Future Perfo rmance
The Company’s future operating results may be affected by various trends and factors which are beyond the
Company’s control.  These include adverse changes in shell egg prices and in the grain markets.  Accordingly,
past trends should not be used to anticipate future results and trends.  Further, the Company’s prior perfor-
mance should not be presumed to be an accurate indication of future performance.

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 < 1 1 >  

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
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May 30 May 31
1998 1997

Assets
Current assets:

Cash and cash equivalents $ 41,126 $ 23,737
Receivables:

Trade receivables, less allowance for doubtful
accounts of $361 in 1998 and $62 in 1997 (Note 8) 13,223 12,779

Other 468 307
13,691 13,086

Recoverable federal and state income taxes 218 1,137
Inventories (Notes 5 and 8) 41,437 42,594
Prepaid expenses and other current assets 791 986

Total current assets 97,263 81,540
Other assets:

Notes receivable and investments 5,373 4,747
Other 1,183 661

6,556 5,408
Property, plant and equipment, less accumulated

depreciation (Notes 6 and 8) 98,856 94,454
Leased property under capital leases, less accumulated

amortization (Note 7) 513 892
Total assets $203,188 $182,294

Liabilities and stockholders’ equity
Current liabilities:

Trade accounts payable $ 17,705 $ 15,267
Accrued wages and benefits 4,350 4,314
Accrued expenses and other liabilities 3,701 2,114
Current maturities of:

Long-term debt 4,432 4,302
Capitalized lease obligations 108 238

4,540 4,540
Deferred income taxes (Note 11) 10,376 9,915

Total current liabilities 40,672 36,150
Long-term debt, less current maturities (Note 8) 70,658 59,177
Capitalized lease obligations, less current

maturities (Note 7) 300 719
Deferred expenses (Note 9) 1,716 1,655
Deferred income taxes (Note 11) 10,295 9,951
Total liabilities 123,641 107,652
Commitments and contingencies (Notes 8 and 12)
Stockholders’ equity (Note 2):

Common stock, $.01 par value (Notes 9 and 10):
Authorized shares - 30,000,000 
Issued and outstanding shares - 17,565,200 176 176

Class A common stock, $.01 par value:
Authorized shares - 1,200,000
Issued and outstanding shares -1,200,000 12 12

Paid-in capital 18,784 18,785
Retained earnings 67,031 61,903
Common stock in treasury (5,608,212 shares in 1998 and 5,583,200 

shares in 1997) (6,456) (6,234)
Total stockholders’ equity 79,547 74,642
Total liabilities and stockholders’ equity $203,188 $182,294

See accompanying notes.

< 1 2 > C o n s o l i d a t e d  B a l a n c e  S h e e t s
(in thousands, exc ept share and per share amounts)
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Fiscal year ended
May 30 May 31 June 1

1998 1997 1996
Net sales $ 309,071 $292,526 $282,844
Cost of sales 264,636 236,273 230,850
Gross profit 44,435 56,253 51,994
Selling, general and administrative 34,089 28,930 29,653
Operating income 10,346 27,323 22,341

Other income (expense):
Interest expense (Note 8) (4,583) (4,277) (5,487)
Interest income 1,371 597 141
Equity in income of affiliates (Note 4) 294 524 721
Other, net 897 186 (331)

(2,021) (2,970) (4,956)
Income before income taxes 8,325 24,353 17,385
Income tax expense (Note 11) 2,946 9,508 6,460
Net income $ 5,379 $ 14,845 $ 10,925
Net income per share:

Basic $ .41 $ 1.21 $ .94
Dilutive $ .40 $ 1.18 $ .94

Weighted average shares outstanding:
Basic 13,191 12,285 11,584
Dilutive 13,428 12,560 11,584

See accompanying notes.

C o n s o l i d a t e d  S t a t e m e n t s  o f  I n c o m e < 1 3 >  
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Common Stock Note
Class A Class A Treasury Treasury Paid-in Retained Receivable -

Shares Amount Shares Amount Shares Amount Capital Earnings Stockholder Total

Balance at June 3, 1995 1 7 , 0 3 5 $1 7 0 – $ – 5 , 3 8 0 $ ( 5 , 3 6 7 ) $ 8 , 2 3 0 $ 3 6 , 1 3 3 $( 1 , 6 9 4 ) $ 3 7 , 4 7 2
Redemption of fractional 

shares of common stock – – – – – – ( 1 ) – – ( 1 )
Purchases of common 

stock for treasury – – – – 1 4 2 ( 4 9 6 ) – – – ( 4 9 6 )
Net income for fiscal 1996 – – – – – – – 1 0 , 9 2 5 – 1 0 , 9 2 5

Balance at June 1, 1996 1 7 , 0 3 5 1 7 0 – – 5 , 5 2 2 ( 5 , 8 6 3 ) 8 , 2 2 9 4 7 , 0 5 8 ( 1 , 6 9 4 ) 4 7 , 9 0 0
Exchange of common stock for 

Class A common stock ( 1 , 2 0 0 ) ( 1 2 ) 1 , 2 0 0 1 2 – – – – – –
Issuance of common stock 1 , 7 3 0 1 8 – – – – 1 0 , 5 6 2 – – 1 0 , 5 8 0
Redemption of fractional 

shares of common stock – – – – – – ( 6 ) – – ( 6 )
Purchase of common stock 

for treasury – – – – 6 1 ( 3 7 1 ) – – – ( 3 7 1 )
Repayment of note receivable - 

s t o c k h o l d e r – – – – – – – – 1 , 6 9 4 1 , 6 9 4
Net income for fiscal 1997 – – – – – – – 1 4 , 8 4 5 – 1 4 , 8 4 5

Balance at May 31, 1997 1 7 , 5 6 5 1 7 6 1 , 2 0 0 1 2 5 , 5 8 3 ( 6 , 2 3 4 ) 1 8 , 7 8 5 6 1 , 9 0 3 – 7 4 , 6 4 2
Redemption of fractional 

shares of common stock – – – – – – ( 1 ) – – ( 1 )
Purchase of common stock 

for treasury – – – – 5 0 ( 3 1 1 ) – – – ( 3 1 1 )
Sale of common stock 

from treasury – – – – ( 2 5 ) 8 9 – – – 8 9
Cash dividends paid ($.02 per 

common share) – – – – – – – ( 2 5 1 ) – ( 2 5 1 )
Net income for fiscal 1998 – – – – – – – 5 , 3 7 9 – 5 , 3 7 9

Balance at May 30, 1998 1 7 , 5 6 5 $1 7 6 1 , 2 0 0 $1 2 5 , 6 0 8 $( 6 , 4 5 6 ) $1 8 , 7 8 4 $6 7 , 0 3 1 $ – $7 9 , 5 4 7

See accompanying notes

< 1 4 > C o n s o l i d a t e d  S t a t e m e n t s  o f  S t o c k h o l d e r s ’  E q u i t y
(in thousands,  exc ept per share amounts)
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Fiscal year ended
May 30 May 31 June 1

1998 1997 1996
Cash flows from operating activities
Net income $ 5,379 $ 14,845 $ 10,925
Adjustments to reconcile net income to net cash 

provided by operating activities:
Depreciation and amortization 12,017 10,550 10,444
Provision for doubtful accounts 361 52 41
Provision for deferred income taxes 805 2,856 4,660
Equity in income of affiliates (294) (524) (721)
(Gain) loss on sales of property, plant and equipment (27) 69 956
Increase in deferred compensation 50 60 60

Change in operating assets and liabilities, net of effects
from purchases of shell egg production and processing
businesses in 1998 and 1997:
(Increase) decrease in receivables and other assets (321) 1,702 (2,220)
(Increase) decrease in inventories 3,675 1,238 (2,599)
Increase in accounts payable, accrued expenses
and deferred expenses 3,262 1,635 3,728

Net cash provided by operating activities 24,907 32,483 25,274

Cash flows from investing activities
Purchases of property, plant and equipment (14,831) (16,189) (8,768)
Purchases of shell egg production and processing businesses (3,745) (6,956) –
Payments received on notes receivable and from investments 297 1,634 513
Increase in note receivable and investments (725) (15) (13)
Net proceeds from sales of property, plant and equipment 898 914 687
Net cash used in investing activities (18,106) (20,612) (7,581)

Cash flows from financing activities
Net proceeds from sale of common stock – 10,580 –
Net payments on line of credit – – (15,500)
Long-term borrowings 35,800 3,000 5,050
Principal payments on long-term debt and capital leases (24,738) (6,990) (5,835)
Payments received on note receivable - stockholder – 1,694 –
Purchases of common stock for treasury (311) (371) (497)
Sales of common stock from treasury 89 – –
Payments of dividends (251) – –
Redemption of fractional shares of common stock (1) (6) (2)
Net cash provided by (used in) financing activities 10,588 7,907 (16,784)
Increase in cash and cash equivalents 17,389 19,778 909
Cash and cash equivalents at beginning of year 23,737 3,959 3,050
Cash and cash equivalents at end of year $ 41,126 $ 23,737 $ 3,959
Non-cash investing and financing activities:

Note payable for purchase of shell egg 
production and processing business $ – $ 5,000 $ –

Notes received from sales of properties $ – $ 88 $ 664

See accompanying notes.

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 < 1 5 >  

(in tho usands)
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1.   S igni f icant Accounting Po l ic i es
Principles of Consolidation
The consolidated financial statements include the accounts of Cal-Maine Foods, Inc. and its subsidiaries (the
“Company”) all of which are wholly-owned. All significant intercompany transactions and accounts have been
eliminated in consolidation.

Business
The Company is engaged in the production, processing and distribution of shell eggs and egg products and
livestock operations.  The Company’s operations are significantly affected by the market price fluctuation of its
principal products sold, shell eggs, and the costs of its principal ingredients, corn and other grains.  

Primarily all of the Company’s sales are to wholesale egg buyers in the southeastern, midwestern and mid-
Atlantic regions of the United States.  Credit is extended based upon an evaluation of each customer’s financial
condition and credit history and collateral is generally not required.  Credit losses have consistently been with-
in management’s expectations.  No single customer accounted for more than 10% of the Company’s net sales
in fiscal years 1998 and 1996.  One customer accounted for 10.1% of the Company’s net sales in fiscal 1997.

Use of Estimates
The preparation of the consolidated financial statements in conformity with general accepted accounting prin-
ciples requires management to make estimates and assumptions that affect the amount reported in the con-
solidated financial statements and accompanying notes.  Actual results could differ from  those estimates.

Cash Equivalents
The Company considers all highly liquid investments with a maturity of three months or less when purchased
to be cash equivalents.

Inventories
Inventories of eggs, feed, supplies and livestock are valued principally at the lower of cost (first-in, first-out
method) or market.

The cost associated with flocks, consisting principally of chick purchases, feed, labor, contractor payments and
overhead costs, are accumulated during a growing period of approximately 18 weeks.  Flock costs are amor-
tized over the productive lives of the flocks, generally one to two years.

Property, Plant and Equipment
Property, plant and equipment is stated at cost.  Depreciation is provided by the straight-line method over the
estimated useful lives, which is 15 to 25 years for buildings and improvements and 3 to 8 years for machinery
and equipment.

Impairment of Long-Lived Assets
The Company continually reevaluates the carrying value of its long-lived assets for events or changes in cir-
cumstances which indicate that the carrying value may not be recoverable. As part of this reevaluation, the
Company estimates the future cash flows expected to result from the use of the asset and its eventual dispos-
al. If the sum of the expected future cash flows (undiscounted and without interest charges) is less than the car-
rying amount of the asset, an impairment loss is recognized through a charge to operations.

Intangible Assets
Loan acquisition costs are amortized over the life of the loan.  Franchise fees are amortized over ten years.

Revenue Recognition
Revenue is recognized when product is shipped to customers.

Income  Taxes
Income taxes have been provided using the liability method. Deferred income taxes reflect the net tax effects
of temporary differences between the carrying amounts of assets and liabilities for financial reporting purpos-
es and the amounts used for income tax purposes.

< 1 6 > 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
(in thousands, except share and per share amounts)
May 30, 1998
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Stock Based Compensation
The Company grants stock options for a fixed number of shares to employees with  an exercise price equal to
or above the fair value of the shares at the date of the grant.  The Company accounts for stock option grants in
accordance with APB Opinion No. 25, “Accounting for Stock Issued to Employees,” and, accordingly, recognizes
no compensation expense for the stock option grants.

Impact of Recently Issued Accounting Standards
In fiscal 1998, the Company adopted the provisions of FASB Statement No. 128, “Earnings per Share.”
Statement 128 replaced the calculation of primary and fully diluted earnings per share.  Unlike primary earn-
ings per share, basic earnings per share excludes any dilutive effects of options, warrants, and convertible secu-
rities.  Diluted earnings per share is very similar to the previously reported earnings per share.  All earnings per
share amounts  for all periods have been presented, and where appropriate, restated to conform to the
Statement 128 requirements.

Effective for fiscal 1999, FASB No. 130, “Reporting Comprehensive Income,” requires that items required to be
recognized as components of comprehensive income be reported in a financial statement displayed with the
same prominence as other financial statements. Management does not expect FASB No. 130 to have a signifi-
cant impact on the Company in fiscal 1999.

Effective fiscal 1999, FASB No. 131, “Disclosures about Segments of an Enterprise and Related Information,”
requires that companies report financial and descriptive information about their reportable operating seg-
ments. Management does not expect FASB No. 131 to have a significant impact on the Company in fiscal 1999.

Fiscal Year
The Company’s fiscal year-end is on the Saturday nearest May 31 which was May 30, 1998 (52 weeks), May 31,
1997 (52 weeks) and June 1, 1996 (52 weeks), for the most recent three years.  

2.   I n it ia l  Publ ic  Offer ing
During December 1996 and January 1997, the Company sold 1,730,000 shares in the aggregate of its common
stock at $7 per share in an underwritten initial public offering (the “Offering”).  Net proceeds from the Offering
were $10,580.

3.   Acqui s it ions
In November 1997, the Company purchased, certain operating assets of a shell egg production and processing
business for $3,745. In April 1997, the Company purchased certain operating assets of a shell egg production
and processing business for $5,654 in cash and a $5,000 note payable to the former owners. In January 1997,
the Company purchased, for $1,302, certain operating assets of a shell egg production business. These acqui-
sitions were accounted for by the purchase method of accounting.

The operating results of these assets acquired are included in the consolidated statements of operations of the
Company for the periods subsequent to the acquisition dates.  Prior operations of these assets acquired are
immaterial to the Company’s consolidated net sales, net income and net income per common share for the fis-
cal years ended May 30, 1998 and May 31, 1997.

4.   Investment in  A ff i l iates 
The Company owns 50% of BCM Egg Company (“BCM”), a partnership.  Equity in earnings of $180, $681, and
$721 from BCM have been included in the consolidated statements of operations in fiscal 1998, 1997 and 1996,
respectively.  The Company purchased $5,189, $9,831, and $9,929 of eggs from BCM during each of those fis-
cal years, which represented a significant percentage of BCM’s sales.

The Company owns 32.5% of American Egg Products, Inc. (“AEP”).  Equity in earnings of $113 for fiscal 1998 and
losses of $157 for fiscal 1997 from AEP have been included in the Company’s consolidated statement of opera-
tions.  The Company did not record equity in income or losses from AEP in fiscal 1996 because of immateriality.

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 < 1 7 >

(in thousands, except share and per share amounts)
May 30, 1998
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5.   I nventories
Inventories consisted of the following:

May 30 May 31
1998 1997

Flocks $ 26,866 $ 26,674
Eggs and egg products 2,683 4,030
Feed and supplies 8,736 8,377
Livestock 3,152 3,513

$ 41,437 $ 42,594

6.   P roperty,  Plant and Equipment
Property, plant and equipment consisted of the following:

May 30 May 31
1998 1997

Land and improvements $ 22,180 $ 19,752
Buildings and improvements 57,248 53,593
Machinery and equipment 82,104 75,069
Construction-in-progress 7,280 10,603

168,812 159,017
Less accumulated depreciation 69,956 64,563

$ 98,856 $ 94,454

Depreciation expense was $11,595, $10,172 and $10,056 in fiscal 1998, 1997 and 1996, respectively. 

7.   Leases
Leased property under capital leases consisted of the following:

May 30 May 31
1998 1997

Machinery and equipment $ 2,100 $ 2,100
Less accumulated amortization 1,587 1,208

$ 513 $ 892

Amortization expense was $379, $378 and $388 in fiscal 1998, 1997 and 1996, respectively.

Future minimum payments under capital leases and noncancelable operating leases that have initial or
remaining noncancelable terms in excess of one year at May 30, 1998 are as follows:

Capital Operating
Leases Leases

1999 $ 129 $ 3,106
2000 168 2,713
2001 143 2,318
2002 – 1,034
2003 – 636
Thereafter – 612
Total minimum lease payments 440 $ 10,419

Less amount representing interest (rates from
7.25% to 7.50%) 32

Present value of minimum lease payments 408
Less amounts due within one year 108
Amounts due after one year $ 300

Substantially all of the leases provide that the Company pay taxes, maintenance, insurance and certain other
operating expenses applicable to the leased assets.  The Company has guaranteed under certain operating

< 1 8 > 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
(in thousands, except share and per share amounts)
May 30, 1998
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leases the residual value of transportation equipment at the expiration of the leases.  Rent expense was $3,979,
$ 3,849, and $3,901 in fiscal 1998, 1997, and 1996, respectively.  Included in rent expense are vehicle rents total-
ing $1,876, $1,837, and $1,718 in fiscal 1998, 1997 and 1996, respectively.  

8.   Credit  Fac il i t ies  and Long-Term Debt
Long-term debt consisted of the following:

May 30 May 31
1998 1997

Note payable at 6.62%; due in monthly installments
of $130, plus interest, maturing in 2000 $ 12,515 $14,075

Series A Senior Secured Notes at 6.87%; due in annual
principal installments of $1,917 beginning on
December 2002 through 2009 with interest due
semi-annually 11,500 –

Series B Senior Secured Notes at 7.18%; due in annual
principal installments of $2,143 beginning in
December 2003 through 2009 with interest due
semi-annually 15,000 –

Fixed rate industrial revenue bonds 10,000 1,000
Note payable at 7.64%; due in monthly installments of

$114, including interest, maturing in 2003 9,909 10,503
Note payable at 7.75%; due in monthly installments of

$55, plus interest, maturing in 2003 7,335 7,995
Note payable at 8.25%; due in monthly installments of 

$79, including interest, maturing in 2004 4,353 4,911
Note payable, federal funds rate plus 1.50%; due in 

monthly installments of $24, including 
interest, maturing in 2004 1,691 1,976

Note payable at 8.5%; due in weekly installments
of $2, plus interest, maturing in 2002 291 –

Note payable at 8.69%; due in monthly installments
of $8, including interest, maturing in 2001 259 329

Note payable at 6.61%; due in monthly installments
of $7, including interest, maturing in 2000 192 266

Note payable at 4%; due in monthly installments of
$4, including interest, maturing in 1999 60 105

Adjustable rate industrial revenue bond 1,985 6,655
Note payable paid in 1998 – 8,884
Note payable paid in 1998 – 6,780

75,090 63,479
Less current maturities 4,432 4,302

$ 70,658 $ 59,177

The adjustable rate industrial revenue bond is due May 1, 2006 with interest due monthly at variable rates
(5.6% at May 30, 1998 and 5.65% at May 30, 1997).  The bond is redeemable at the option of the Company on
a monthly basis subject to certain mandatory redemption requirements.  The bond is collateralized by a letter
of credit of $2,026.

The Company has available to borrow $13,500 of fixed rate industrial revenue bonds for the construction of
certain operating facilities, of which $10,000 has been borrowed as of May 30, 1998.  The estimated total con-
struction cost of the facilities is $21,500, of which $18,000 was expended as of May 30, 1998.  Principal pay-
ments will be due monthly in an amount equal to the outstanding borrowings on September 30, 1998 divided
by 150 beginning November 1, 1998. Interest is at a fixed rate of 7.21% on outstanding borrowings at May 30,
1998. Interest on subsequent borrowings will be at a fixed rate of 1.25% above the then current yield on an
average-life U.S. Treasury security.

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 < 1 9 >
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The aggregate annual maturities of long-term debt at May 30, 1998 are as follows:

1999 $ 4,432
2000 14,315
2001 3,590
2002 3,555
2003 5,582
Thereafter 43,616

$ 75,090

The Company has a $35,000 line of credit with three banks all of which was unused at May 30, 1998.  The line
of credit is limited in availability based upon the levels of accounts receivable and inventories. Borrowings
under the line of credit bear interest at ninety basis points above the federal funds rate or ninety basis points
above LIBOR, at the Company’s option.  Facilities fees of 25 basis points per annum are payable quarterly on
the unused portion of the line.

Substantially all trade receivables and inventories collateralize the line of credit and property, plant and equip-
ment collateralize the long-term debt.  The Company is required, by certain provisions of the loan agreements,
to maintain minimum levels of working capital and net worth; to limit dividends, capital expenditures and addi-
tional long-term borrowings; and to maintain various current and debt-to-equity ratios.  Additionally, the chief
executive officer of the Company, or his family, must maintain ownership of not less than 50% of the out-
standing voting stock of the Company.  The Company was in compliance with these provisions as of May 30,
1998.

Interest of $4,402, $4,614, and $5,910 was paid during fiscal 1998, 1997, and 1996, respectively. Interest of $615,
$337, and $305 was capitalized for construction of certain facilities during fiscal 1998, 1997, and 1996, respec-
tively.  

9.   Emp loyee Benefit  Plans
The Company maintains a medical plan that is qualified under Section 401(a) of the Internal Revenue Code and
not subject to tax under present income tax laws.  Under its plan, the Company self-insures, in part, coverage
for substantially all full-time employees with coverage by insurance carriers for certain stop-loss provisions for
losses greater than $60 for each occurrence.  The Company’s expenses, including accruals for incurred but not
reported claims, were approximately $2,579, $2,110, and $3,130 in fiscal 1998, 1997 and 1996, respectively.

The Company has a 401(k) plan which covers substantially all employees.  Participants in the Plan may con-
tribute up to the maximum allowed by Internal Revenue Service regulations.

The Company has an employee stock ownership plan (ESOP) that covers substantially all employees.  The
Company has historically made contributions to the ESOP of 3% of participants’ compensation, plus an addi-
tional amount determined at the discretion of the Board of Directors.  Contributions may be made in cash or
the Company’s common stock.  The contributions vest 20% annually beginning with the participant’s third year
of service.  The Company’s contributions to the plan were $970, $1,416, and $992 in fiscal 1998, 1997 and 1996,
respectively.  

The Company has deferred compensation agreements with certain officers for payments to be made over
specified periods beginning when the officers reach age 65 or over as specified in the agreements.  Amounts
accrued for these agreements are based upon deferred compensation earned, discounted over the estimated
remaining service life of each officer.  Deferred compensation expense totaled $50 in fiscal 1998 and $60 in fis-
cal 1997 and 1996, respectively.

< 2 0 > 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
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10.   Stock Option P lan
The Company has elected to follow APB No. 25 and related Interpretations in accounting for its employee stock
options because, as discussed below, the alternative fair value accounting provided for under FASB Statement
No. 123, “Accounting for Stock-Based Compensation,” requires use of option valuation models that were not
developed for use in valuing employee stock options.

The Company has reserved 800,000 shares under its 1993 Stock Option Plan. The options have ten-year terms
and vest annually over five years beginning one year from the grant date.  At May 30, 1998 and May 31, 1997,
272,000 shares, respectively, were available for grant under the 1993 plan. 

Pro forma information regarding net income and net income per share is required by FASB Statement No. 123,
and has been determined as if the Company had accounted for its employee stock options under the fair value
method of that Statement.  The fair value for these options was estimated at the date of grant using a Black-
Scholes option pricing model with the following weighted-average assumptions for fiscal 1997:  risk-free inter-
est rate of 6.5%; no dividend yield; volatility factor of the expected market price of the Companys common
stock of .517, and a weighted-average expected life of the options of 5 years.

The weighted-average fair value of options granted during fiscal 1997 was $4.56.  No options were granted in
fiscal 1998 or 1996.  The pro forma effect of the estimated fair value of the options granted in fiscal 1997 was
insignificant to the fiscal 1998 and 1997 consolidated net income and net income per share of the Company.

A summary of the Companys stock option activity and related information is as follows:

Weighted-Average
Shares Exercise Price

Outstanding at June 1, 1996 504,000 $3.42
Granted 24,000 4.33

Outstanding at May 31, 1997 528,000 3.46
Exercised (23,000) 3.42

Outstanding at May 30, 1998 505,000 3.47

The weighted average remaining contractual life of the options outstanding was 5.2 years and 6.2 years at May
30, 1998 and May 31, 1997, respectively. At May 30, 1998 and May 31, 1997, 385,000 and 302,400 options,
respectively, were exercisable.

11.   Income Taxes
Income tax expense consisted of the following:

Fiscal year ended
May 30 May 31 June 1

1998 1997 1996
Current:

Federal $1,967 $ 6,502 $ 1,700
State 174 150 100

2,141 6,652 1,800

Deferred:
Federal 696 2,390 4,020
State 109 466 640

805 2,856 4,660
$2,946 $ 9,508 $ 6,460

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 < 2 1 >

(in thousands, except share and per share amounts)
May 30, 1998
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Significant components of the Company’s deferred tax liabilities were as follows:

May 30 May 31
1998 1997

Current deferred tax liabilities:
Inventories $10,641 $10,175
Prepaid expenses 123 175
Accrued expenses (257) (415)
Other (131) (20)

Total current deferred tax liabilities 10,376 9,915

Long-term deferred tax liabilities:
Property, plant and equipment 7,168 6,741
Investments 252 335
Deferred compensation (310) (310)
Cash basis temporary differences 3,185 3,185

Total long-term deferred tax liabilities 10,295 9,951
Total deferred tax liabilities $20,671 $19,866

Effective May 29, 1988, the Company could no longer use cash basis accounting for its farming subsidiary
because of tax law changes.  The Taxpayer Relief Act of 1997 provides that the taxes on the cash basis temporary
differences as of that date are generally payable over the next 20 years beginning in fiscal 1999 or in the first
fiscal year in which there is a change in ownership control. The Company uses the farm-price method for valu-
ing inventories for income tax purposes.

The differences between income tax expense at the Company’s effective income tax rate and income tax
expense (benefit) at the statutory federal income tax rate (34% in 1998 and 1996 and 35% in 1997) were as fol-
lows:

Fiscal year ended
May 30 May 31 June 1

1998 1997 1996
Statutory federal income tax $2,830 $8,524 $5,911
State income taxes, net 187 700 488
Benefit of net operating loss 

carryover for certain states – (300) –
Increase in federal income tax rate – 495 –
Other, net (benefit) (71) 89 61

$2,946 $9,508 $6,460

Federal and state income taxes of $7,989,  $7,597, and $1,985 were paid in fiscal 1998, 1997 and 1996, respec-
tively.  Federal and state income taxes of $1,090, $9, and $1,500 were refunded in fiscal 1998, 1997 and 1996,
respectively.

12.   Other Mat te rs
The carrying amounts reported in the consolidated balance sheet for cash and cash equivalents, notes receiv-
able and investments, long-term debt and capitalized leases approximate their carrying value.  The fair values
for notes receivables, long-term debt and capitalized leases are estimated using discounted cash flow analysis,
based on the Companys current incremental borrowing rates for similar types of borrowing arrangements.

The Company is the defendant in certain legal actions.  It is the opinion of management, based on advice of
legal counsel, that the outcome of these actions will not have a material adverse effect on the Company’s con-
solidated financial position or operations.

< 2 2 > 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
(in thousands, except share and per share amounts)
May 30, 1998
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The Board of Directors and Stockholders

Cal-Maine Foods, Inc.

We have audited the accompanying consolidated balance sheets of Cal-Maine Foods, Inc. and subsidiaries as

of May 30, 1998 and May 31, 1997, and the related consolidated statements of income, stockholders’ equity

and cash flows for each of the three years in the period ended May 30, 1998.  These financial statements are the

responsibility of the Company’s management.  Our responsibility is to express an opinion on these financial

statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards.  Those standards require

that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are

free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts

and disclosures in the financial statements.  An audit also includes assessing the accounting principles used

and significant estimates made by management, as well as evaluating the overall financial statement presen-

tation.  We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,

the consolidated financial position of Cal-Maine Foods, Inc. and subsidiaries at May 30, 1998 and May 31, 1997,

and the consolidated results of their operations and their cash flows for each of the three years in the period

ended May 30, 1998, in conformity with generally accepted accounting principles.

Jackson, Mississippi

July 10, 1998

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 < 2 3 >
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Fred R. Adams, Jr.
Chairman of the Board of
Directors and Chief 
Executive Officer
Cal-Maine Foods, Inc.
Director

Bobby J. Raines
Vice President, Chief 
Financial Officer, 
Treasurer and Secretary
Cal-Maine Foods, Inc.
Director

Charles F. Collins
Vice President, Controller
Cal-Maine Foods, Inc.
Director

Bob Scott
Vice President/Operations
Cal-Maine Foods, Inc.

Richard K. Looper
Vice Chairman of the 
Board of Directors
Cal-Maine Foods, Inc.
Director

Jack B. Self
Vice President/Operations 
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Cal-Maine Foods, Inc.
Director

W. D. Cox
Consultant
Director

Stephen R. Storm
Vice President/Operations
Cal-Maine Foods, Inc.

Adolphus B. Baker
President and Chief 
Operating Officer
Cal-Maine Foods, Inc.
Director

Joe M. Wyatt
Vice President/
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Cal-Maine Foods, Inc.
Director

R. Faser Triplett, M.D.
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C o r p o r a t e  I n f o r m a t i o n

Corporate Offices

Cal-Maine Foods, Inc.

3320 Woodrow Wilson Drive

Post Office Box 2960

Jackson, Mississippi 39207

(601) 948-6813

Transfer Agent

SunTrust Bank, Atlanta

Corporate Trust Department

58 Edgewood Avenue, Room 225 Annex

Atlanta, Georgia 30303

(404) 588-7817

Independent Auditors

Ernst & Young LLP

One Jackson Place, Suite 400

188 East Capitol Street

Jackson, Mississippi 39201

Annual Meeting

10:00 a.m.

October 9, 1998

Cal-Maine Corporate Offices

3320 Woodrow Wilson Drive

Jackson, Mississippi

Form 10-K

The Form 10-K, including the financial 

statements and schedules thereto, for the year

ended May 30, 1998, as well as other information

about Cal-Maine Foods, Inc. may be obtained

without charge by writing to Ms. Delores

McMillin, Investor Relations, at the Company’s

corporate offices.

Stock Price Information

The Company’s common stock trades on the

Nasdaq National Market under the symbol CALM.

The number of stockholders, including beneficial

owners holding shares in nominee or “street”

name, as of August 1, 1998, was approximately

1,625.

The following table shows paid and quarterly

high and low prices for the common stock from

December 11, 1996, the date of the Company’s

initial public offering to May 30, 1998. National

Market System quotations are based on actual

sales prices.

Stock Price

Fiscal Year 1997 High Low

First Quarter – –

Second Quarter – –

Third Quarter $ 9 3/8 $ 6 5/8

Fourth Quarter $ 8 1/2 $ 5

Stock Price

Fiscal Year 1998 High Low

First Quarter $7 5/8 $ 6 1/4

Second Quarter $7 $ 5 7/8

Third Quarter $7 $ 5 1/2

Fourth Quarter $6 5/8 $ 4 3/4
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