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SECURITIESAND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark one)

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

For the quarterly period ended July 07, 2006

OR

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

For thetransition period from

Commission file number 0-2396

BRIDGFORD FOODS CORPORATION

(Exact name of Registrant as specified in its charter)

California 95-1778176
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) identification number)

1308 N. Patt Street, Anaheim, CA 92801
(Address of principal executive offices-Zip code)

714-526-5533
(Registrant’ s telephone number, including area code)

Indicate by check mark whether the registrant (1) hasfiled all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months ( or for such shorter period that the registrant was required
to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes No O

Indicate by check mark whether the registrant is alarge accelerated filer, an accelerated filer, or anon-accelerated filer. See
definition of “accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer O Accelerated Filer O Non-accelerated filer
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes O No

Asof August 21, 2006 the registrant had 9,964,000 shares of common stock outstanding.
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BRIDGFORD FOODS CORPORATION
FORM 10-Q QUARTERLY REPORT
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References to “Bridgford Foods” or the “Company” contained in this Quarterly Report on Form 10-Q refer to
Bridgford Foods Corporation.
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Part |. Financial Information

Item 1. a
BRIDGFORD FOODS CORPORATION
CONSOLIDATED CONDENSED BALANCE SHEETS
(in thousands, except per share amounts)
July 7 October 28
2006 2005
(Unaudited)
ASSETS
Current assets:
Cash and cash equivalents $ 15524 $ 10,355
Accounts receivable, less alowance for doubtful accounts of $491 and $468, respectively, and
promotional allowances of $1,688 and $2,092, respectively 9,047 9,508
Inventories (Note 2) 17,519 21,324
Prepaid expenses and other current assets 2,505 2,551
Total current assets 44,595 43,738
Property, plant and equipment, less accumulated depreciation of $53,417 and $50,731, respectively 13,297 14,519
Other non-current assets 13,739 14,706

$ 71631 $ 72963

LIABILITIESAND SHAREHOLDERS EQUITY

Current liabilities:

Accounts payable $ 1940 $ 3,806
Accrued payroll, advertising and other expenses 8,628 8,035
Total current liabilities 10,568 11,841
Non-current liabilities 10,827 12,860

Commitments (Note 6)

Shareholders’ equity:
Preferred stock, without par value
Authorized - 1,000 shares
Issued and outstanding - none — —

Common stock, $1.00 par value
Authorized - 20,000 shares

Issued and outstanding - 9,965 and 9,986 shares 10,022 10,043
Capital in excess of par value 14,263 14,394
Retained earnings 26,047 25,889
Accumulated other comprehensive loss (96) (2,064

50,236 48,262
$ 71631 $ 72,963

See accompanying notes to consolidated condensed financial statements.
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Item 1. b.

BRIDGFORD FOODS CORPORATION
CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS

(Unaudited)
12 weeks ended 12 weeks ended 36 weeks ended 36 weeks ended
July 7 July 8 July 7 July 8
2006 2005 2006 2005
(in thousands, except per share amounts) (in thousands, except per share amounts)
Net sales $ 28,169 $ 27,656 $ 91,049 $ 88,961
Cost of products sold, excluding depreciation 17,024 17,241 58,087 57,672
Selling, general and administrative expenses 10,019 9,321 30,230 29,503
Depreciation 892 1,028 2,676 3,085
Gain on sale of equity securities — — (106) —
27,935 27,590 90,887 90,260
Income (loss) before taxes 234 66 162 (1,299)
Income tax provision (benefit) 10 (177) 4 (696)
Net income (loss) $ 224 $ 243 $ 158 $ (603)
Basic and diluted income (loss) per share $ 02 $ 03 $ 02 $ (.06)
Basic and diluted shares computed 9,964 9,994 9,968 9,998
Item 1. c.
CONSOL IDATED CONDENSED STATEMENTSOF SHAREHOLDERS EQUITY AND COMPREHENSIVE INCOME
(LOSS)
(Unaudited)
(in thousands)
Accumulated
Capital other
Common Stock in excess Retained compr ehensive
Shares Amount of par earnings income (loss) Total
October 28, 2005 9986 $ 10,043 $ 14394 $ 25889 $ (2,064) $ 48,262
Shares repurchased (21) (21) (131) (152)
Net income 158 158
Other comprehensive income
(loss):
Reclassification
adjustment for gain
included in net income (56) (56)
Minimum pension liability 2,024 2,024
Comprehensive income 2,126
July 7, 2006 9,965 $ 10,022 $ 14,263 $ 26,047 $ (96) $ 50,236

See accompanying notes to consolidated condensed financial statements.
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Item 1. d.

BRIDGFORD FOODS CORPORATION
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(Unaudited)
36 weeksended 36 weeks ended
July 7 July 8
2006 2005
(in thousands) (in thousands)
Cash flows from operating activities:
Net income (loss) $ 158 $ (603)
Income charges not affecting cash:
Depreciation 2,676 3,085
Recovery on losses on accounts receivable (324) (192)
Effect on cash of changesin assets and liabilities:
Accounts receivable, net 785 2,447
Inventories 3,805 2,503
Prepaid expenses and other current assets (12) (706)
Other non-current assets (301) (374)
Accounts payable (1,866) 535
Accrued payroll, advertising and other expenses 593 (704)
Income taxes payable — (913)
Non-current liabilities 1,261 1,180
Net cash provided by operating activities 6,775 6,258
Cash used in investing activities:
Additions to property, plant and equipment (1,454) (1,134)
Net cash used in investing activities (1,454) (1,134)
Cash used in financing activities:
Shares repurchased (152) (98)
Net cash used in financing activities (152) (98)
Net increase in cash and cash equivaents 5,169 5,026
Cash and cash equivalents at beginning of period 10,355 7,972
Cash and cash equivaents at end of period $ 15524 $ 12,998
Cash paid for income taxes $ 26 $ 684

See accompanying notes to consolidated condensed financial statements.
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Iltem 1. e.

BRIDGFORD FOODS CORPORATION

NOTESTO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (Unaudited)
(in thousands, except share and per share amounts)

Note 1 - The Company and Summary of Significant Accounting Policies:

The unaudited consolidated condensed financial statements of Bridgford Foods Corporation (the “Company”) for the twelve
and thirty-six weeks ended July 7, 2006 and July 8, 2005 have been prepared in conformity with the accounting principles described in
the Company’s Annual Report on Form 10-K for the fiscal year ended October 28, 2005 (the “Annual Report”) and include al
adjustments considered necessary by management for afair statement of the interim periods. Such adjustments consist only of normal
recurring items. This report should be read in conjunction with the Annual Report. Due to seasonality and other factors, interim
results are not necessarily indicative of the results to be expected for the full year.

On February 22, 2006 the Company sold 5,028 shares of common stock of Sears Holdings Corporation received as the result
of the bankruptcy of a significant customer. This transaction resulted in a pre-tax gain of $106 and a reduction in other comprehensive
income of $67.

Note 2 - Inventories:

Inventories are comprised as follows at the respective periods:

July 7 October 28

2006 2005
Meat, ingredients and supplies $ 4727 $ 6433
Work in progress 1,357 2,293
Finished goods 11,435 12,598

$ 17519 $ 21,324

In November 2004, the FASB issued Statement of Financial Accounting Standards No. 151, “Inventory Costs’. The
Statement requires abnormal amounts of inventory costs related to amounts of idle freight, handling costs and spoilage be recognized
as current period expenses. The standard is effective for fiscal years beginning after June 15, 2005 with early application permitted.
The Company’s policy has always been to handle inventory costsin a manner consistent with the provisions of this Statement, and,
therefore, the adoption had no impact.

Note 3 - Basic and diluted earnings per share:

The Company had 250,000 employee stock options outstanding during the twelve and thirty-six week periods ended July 7,
2006 and July 8, 2005. The effect of the employee stock options outstanding for the twelve and thirty-six weeks ended July 7, 2006
and July 8, 2005 was not included in the calculation of diluted shares and diluted earnings per share as to do so would be anti-dilutive.
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Note 4 - Retirement and Other Benefit Plans:

The Company has noncontributory-trusteed defined benefit retirement plans for sales, administrative, supervisory and certain
other employees. The benefits under these plans are primarily based on years of service and compensation levels. The Company’s
funding policy isto contribute annually the maximum amount deductible for federal income tax purposes, without regard to the plans’
unfunded current liability. The measurement date for the plansis the Company’s fiscal year end.

Net pension cost consisted of the following:

36 weeks ended 36 weeks ended

July 7 July 8

2006 2005
Service cost $ 1,082 $ 1,151
Interest cost 1,355 1,235
Expected return on plan assets (1,064) (963)
Amortization of unrecognized transition liability or (asset) — —
Amortization of net loss from earlier periods 191 —
Amortization of transition asset (15.2 years) — 253
Amortization of unrecognized prior service cost 22 29
Curtailment Cost 8 —
Net pension cost $ 1594 $ 1,705

The Company funded its annual contribution of $1,800 to the plans during July of 2006.

In the third quarter of fiscal 2006, the Company froze the defined benefit pension plan accrued benefits for members
employed by the Company within administration, sales or supervisory job classification or within a non- bargaining class (the
Corporate Group). Thisaction is defined as a curtailment under SFAS No. 88 “Employers’ Accounting for Settlements and
Curtailments of Defined Benefit Pension Plans and for Termination Benefits’ and, therefore, the Company recognized a curtailment
loss of approximately $8. As aresult of this action, net pension costs will be reduced in future periods.

Note 5 - Stock-Based Compensation:

In December 2004, the FASB issued Statement of Financial Accounting Standards (“SFAS’) No. 123R, “ Share-Based
Payment”. SFAS No. 123R requires public companies to measure and recognize compensation expense for all share-based payments
to employees, including grants of employee stock options, in the financial statements based on the fair value at the date of the grant.
The Statement also clarifies and expands SFAS No. 123’ s guidance in several areas, including measuring fair value, classifying an
award as equity or as aliability, and attributing compensation cost to reporting periods. SFAS No. 123R became effective for the
Company’sfiscal year ending November 3, 2006. The Company has not issued, awarded, granted or entered into any stock-based
payment agreements since April 29, 1999. The modified prospective adoption of SFAS No. 123R did not have any impact on the
Company’s financia condition or results of operations for the first thirty-six weeks ended July 7, 2006.

Prior to adoption of SFAS No. 123R, the Company adopted SFAS No. 123 **“ Accounting for Stock-Based Compensation”
which allowed the Company to apply the provisions of Accounting Principles Board (“APB”) Opinion No. 25, “Accounting for Stock
Issued to Employees,” and related interpretations in accounting for stock-based compensation and, therefore, no compensation
expense was recognized for its fixed stock option plans as options are generally granted at fair market value based upon the closing
price on the date immediately preceding the grant date. On December 31, 2002 the FASB issued SFAS No. 148, “Accounting for
Stock Based Compensation- Transition and Disclosure”, which amended SFAS No. 123. SFAS No. 148 requires more prominent and
frequent disclosures about the effects of stock-based compensation. Accordingly, if compensation expense for the Company’ s stock
options had been recognized, based upon the fair value of awards granted, there would have been no impact on the Company’s net
income and earnings per share for the first thirty-six weeks ending July 8, 2005.

No options were granted during the first thirty-six weeks of the fiscal year ending November 3, 2006 and during the first
thirty-six weeks of the fiscal year ended October 28, 2005.

Note 6 - Commitments:

The Company leases certain transportation and computer equipment under operating leases. The terms of the transportation
leases provide for annual renewal options and contingent rental payments based upon mileage and adjustments of rental payments
based on the Consumer Price Index. No material changes have been made to these contracts during the first thirty-six weeks of fiscal
20086.
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Note 7 - Segment Information:

The Company has two reportable operating segments, Frozen Food Products (the processing and distribution of frozen
products) and Refrigerated and Snack Food Products (the processing and distribution of refrigerated meat and other convenience
foods).

The Company evaluates each segment’ s performance based on revenues and operating income. Selling, general and
administrative expenses include corporate accounting, information systems, human resource management and marketing, which are
managed at the corporate level. These activities are allocated to each operating segment based on revenues and/or actual usage.

The following segment information is presented for the twelve and thirty-six week periods ended July 7, 2006 and July 8, 2005.

Refrige(; ated
Twelve Weeks Ended Frozen Food SnacaI? Food
July 7, 2006 Products Products Other Elimination Totals
Sdles $ 10183 $ 17986 $ — 3 — $ 28,169
Intersegment sales — 596 — 596 —
Net sales 10,183 18,582 — 596 28,169
Cost of products sold, excluding depreciation 6,065 11,555 — 596 17,024
Selling, general and administrative expenses 3,139 6,880 — — 10,019
Depreciation 290 504 98 — 892
Gain on sale of equity securities — — — — —
9,494 18,939 98 596 27,935
Income (loss) before taxes 689 (357) (98) — 234
Income tax provision (benefit) 224 (214) — — 10
Net income (loss) $ 465 $ (143) $ (98) $ — $ 224
Total assets $ 11133 $ 28626 $ 31,872 $ — $ 71631
Additions to property, plant and equipment $ (94) $ 505 $ 28 $ — % 439
Refrigerated
and
Twelve Weeks Ended Frozen Food Snack Food
July 8, 2005 Products Products Other Elimination Totals
Sales $ 9570 $ 18,086 $ — % — $ 27,656
Intersegment sales — 904 — 904 —
Net sales 9,570 18,990 — 904 27,656
Cost of products sold, excluding depreciation 5,145 13,000 — 904 17,241
Selling, general and administrative expenses 2,917 6,404 — — 9,321
Depreciation 398 527 103 — 1,028
8,460 19,931 103 904 27,590
Income (loss) before taxes 1,110 (941) (103) — 66
Income tax provision (benefit) 274 (451) — — (177)
Net income (l0ss) $ 836 $ (490) $ (103) $ — $ 243
Total assets $ 11157 $ 31,765 $ 31474 $ — $ 74,39
Additions to property, plant and equipment $ 132 % 309 $ 2) $ — 3 439




Merrill Corporation 06-15883-1 Thu Aug 17 06:01:55 2006 (V 2.246w--D12100) Chksum: 908113 Cycle 1.0

10-Q Bridgford Foods Corporation
nabshir c:\fc\2296129419 p88412 1320054\15883-1-Bl.pdf EDGAR :Redline:OFF Doc 1 Page9
Refrigerated
and

Thirty-Six Weeks Ended Frozen Food Snack Food
July 7, 2006 Products Products Other Elimination Totals
Sales $ 34281 $ 56768 $ — 3 — $ 91,049
Intersegment sales — 1,797 — 1,797 —
Net sales 34,281 58,565 — 1,797 91,049
Cost of products sold, excluding depreciation 20,265 39,619 — 1,797 58,087
Selling, general and administrative expenses 10,009 20,221 — — 30,230
Depreciation 871 1,509 296 — 2,676
Gain on sale of equity securities — (106) — — (106)

31,145 61,243 296 1,797 90,887
Income (loss) before taxes 3,136 (2,678) (296) — 162
Income tax provision (benefit) 1,136 (1,132) — — 4
Net income (loss) $ 2000 $ (1546) $ (296) $ — 3 158
Total assets $ 11133 $ 28626 $ 31872 $ — $ 71631
Additions to property, plant and equipment $ 156 $ 1,197 $ 101 $ — 3 1,454

Refrigerated
and

Thirty-Six Weeks Ended Frozen Food Snack Food
July 8, 2005 Products Products Other Elimination Totals
Sales $ 30915 $ 58046 $ — 3 — $ 88961
Intersegment sales — 2,289 — 2,289 —
Net sales 30,915 60,335 — 2,289 88,961
Cost of products sold, excluding depreciation 17,225 42,736 — 2,289 57,672
Selling, general and administrative expenses 8,905 20,598 — — 29,503
Depreciation 1,192 1,585 308 — 3,085

27,322 64,919 308 2,289 90,260
Income (loss) before taxes 3,593 (4,584) (308) — (1,299)
Income tax provision (benefit) 1,192 (1,888) — — (696)
Net income (loss) $ 2401 $  (2,696) $ (308) $ — $ (603)
Total assets $ 11157 $ 3,765 $ 31474 $ — $ 74396
Additions to property, plant and equipment $ 2711 $ 787 3% 7% $ — $ 1,134

Note 8 - Subsequent Events:

On July 10, 2006, the Company froze defined pension benefits for employees classified in the “ Dallas Union Group”
effective January 2, 2007. This action had no impact on earnings in the first thirty-six weeks of fiscal year 2006.

Effective August 1, 2006, the Company’s Board of Directors approved the recommendations of the Benefits Committee and
adopted a new 401(Kk) profit sharing plan.
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Item 2.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statementsin this Form 10-Q under Item 2 “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and elsewhere constitute “forward-looking statements” within the meaning of the Securities Act of 1933 and the
Securities Exchange Act of 1934 (the “Exchange Act”). In addition, the Company may from time to time make oral forward-looking
statements. Words such as “may”, “will”, “should”, “could”, “expect”, “plan”, “anticipate”, “believe’, “estimate”, “predict”,
“potential” or “contribute” or similar words are intended to identify forward-looking statements, although not all forward-looking
statements contain these words. Such forward-looking statements involve known and unknown risks, uncertainties, and other factors
which may cause the actual results, performance, or achievements of the Company to be materialy different from any future results,
performance or achievements expressed or implied by such forward-looking statements. Such factors include, anong others, the
following: general economic and business conditions; the impact of competitive products and pricing; success of operating initiatives;
development and operating costs; advertising and promotional efforts; adverse publicity; acceptance of new product offerings;
consumer trial and frequency; changesin business strategy or development plans; availability, terms and deployment of capital;
availability of qualified personnel; commodity, labor, and employee benefit costs; changesin, or failure to comply with, government
regulations; weather conditions; construction schedules; and other factors referenced in this Form 10-Q and in Bridgford Foods'
Annual Report on Form 10-K for the fiscal year ended October 28, 2005. Because of these and other factors that may affect the
Company’s operating results, past financial performance should not be considered an indicator of future performance, and investors
should not use historical trends to anticipate results or trends in future periods. The Company expressly disclaims any intent or
obligation to publicly release the results of any revisions to these forward-looking statements that may be made to reflect events or
circumstances after the date hereof, or to reflect the occurrence of unanticipated events.

Management’s Discussion and Analysis of Financial Condition and Results of Operations

Critical Accounting Policies, M anagement Estimates and Risk Factors

The preparation of financial statementsin conformity with generally accepted accounting principles requires management to make
certain estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liahilities at the date of the financial statements and the reported revenues and expenses during the respective reporting periods. Actual
results could differ from those estimates. Amounts estimated related to liabilities for pension costs, self-insured workers'
compensation and employee healthcare are especially subject to inherent uncertainties and these estimated liabilities may ultimately
settle at amounts not originally estimated. An actuary updates the pension and post-retirement healthcare data on a quarterly basis.
Management believes its current estimates are reasonable and based on the best information available at the time.

The Company’s credit risk is diversified across a broad range of customers and geographic regions. Losses due to credit risk have
recently been immaterial although losses in fiscal year 2002 were significant. The Company recorded the final payment recovery
related to itsfiscal year 2002 lossin its first quarter of fiscal year 2006, receiving 2,939 shares of stock of Sears Holdings Corporation
valued at $344,000. On February 22, 2006, during the second quarter of fiscal year 2006, the Company sold 5,028 shares of common
stock of Sears Holdings Corporation received as the result of a bankruptcy distribution. This transaction resulted in a pre-tax gain of
$106,000 and a reduction in other comprehensive income of $67,000. As aresult of this transaction, the Company no longer holds
sharesin Sears Holdings Corporation. The provision for doubtful accounts receivable is based on historical trends and current
collectibility risk. The Company has significant amounts receivable with afew large, well known customers which, although
historically secure, could be subject to material risk should these customers’ operations suddenly deteriorate. The Company monitors
these customers closely to minimize the risk of loss. Wal-Mart® comprised 14.5% of revenues for the first thirty-six weeks of fiscal
year 2006 and 18.8% of accounts receivable at the end of the third quarter of fiscal year 2006. Wal-Mart® comprised 14.3% of
revenues for the first thirty-six weeks of fiscal year 2005 and 20.0% of accounts receivable at the end of the third quarter of fiscal year
2005.

Revenues are recognized upon passage of title to the customer upon product pick-up, shipment or delivery to customers as determined
by applicable contracts. Products are delivered to customers through the Company’ s own fleet or through a Company-owned direct
store delivery system.

10
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The Company records the cash surrender or contract value for life insurance policies as an adjustment of premiums paid in
determining the expense or income to be recognized under the contract for the period.

The Company’ s operating results are heavily dependent upon the prices paid for raw materials. Other significant factors that influence
operating results include transportation and energy costs. The marketing of the Company’ s value-added products does not lend itself
to instantaneous changes in selling prices. Changesin selling prices are relatively infrequent and do not compare with the volatility of
commodity markets, transportation costs and energy prices.

The above listing is not intended to be a comprehensive list of all the Company’s accounting policies. In many cases, the accounting
treatment of a particular transaction is specifically dictated by accounting principles generally accepted in the United States, with no
need for management’ s judgment in their application. There are also areas in which management’s judgment in selecting any available
alternative would not produce a materially different result.

Results of Operationsfor the Twelve Weeks ended July 7, 2006 and
Twelve Weeks ended July 8, 2005.

Net Sales

Net salesincreased by $513,000 (1.9%) to $28,169,000 in the third twelve weeks of the 2006 fiscal year compared to the same twelve-
week period last year. The primary reason for the increase was higher unit selling prices between comparative periods. Average unit
selling prices were approximately 5.5% higher than the comparative period in the prior fiscal year. Lower unit volume of
approximately 3.2% offset the higher unit prices obtained. Product return levels also decreased against the comparative prior period.

Compared to the prior twelve-week period ended April 14, 2006 (not shown), sales decreased $136,000 (0.5%). The decrease relates
to seasonally lower unit sales volume in the twelve-week period ended July 7, 2006. Average unit selling prices increased slightly
compared to the prior twelve-week period.

Cost of Products Sold

Cost of products sold decreased by $217,000 (1.3%) to $17,024,000 in the third twelve weeks of the 2006 fiscal year compared to the
same twelve-week period in fiscal 2005. The decrease in cost of products sold and increase in gross margin on a comparative basis
was due primarily to lower meat commodity costs in the period and higher unit selling prices. Although flour commodity costs
increased, this trend had minimal impact on the gross margin.

Compared to the prior twelve-week period ended April 14, 2006 (not shown), the cost of products sold decreased $486,000 (2.8%).
This decrease is primarily aresult of seasonally lower unit sales volume and improved facility utilization.

Selling, General and Administrative Expenses

Selling, general and administrative expenses increased by $698,000 (7.5%) to $10,019,000 in the third twelve weeks of fiscal year
2006 compared to the same twelve-week period in the prior fiscal year. The change in this category for the twelve-week period ended
July 7, 2006 did not correspond to the sales increase. The comparative value change in cash surrender value of life insurance policies
decreased by $297,000 compared to the same twelve-week period in the prior fiscal year. Costs related to fuel and health benefits al'so
rose at a higher rate as a percentage of sales than the prior fiscal year. Reductions in advertising expense and higher investment
income helped offset these increases.

Compared to the prior twelve-week period ended April 14, 2006 (not shown), selling, general and administrative expenses increased
by $178,000 (1.8%). The increase was primarily caused by a growth in fuel, health care, bad debt and outside storage expenses
compared to the prior 12-week period. The comparative value change in cash surrender value of life insurance policies decreased by
$199,000 compared to the prior period which aso increased this category compared to the prior period.

11
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Depr eciation Expense

Depreciation expense decreased by $136,000 (13.2%) to $892,000 in the third twelve weeks of the 2006 fiscal year compared to the
same twelve-week period in fiscal year 2005. The decrease in depreciation expense was due to lower capital expendituresin recent
periods and significant assets becoming fully depreciated in the 2006 fiscal year.

Compared to the prior twelve-week period ended April 14, 2006 (not shown), depreciation remained constant at $892,000 during the
third twelve weeks of fiscal 2006.

Income T axes

The Company recorded an income tax provision based on an estimated annual effective tax rate of 54.04% in the third twelve weeks
of fiscal 2006 as compared to —268.2% in the prior fiscal year and 57.1% for the prior twelve-week period. The income tax provision
recorded is different from what would result by applying this rate, due to certain adjustments that affected the provision for income
taxes. The discrete item included a one-time benefit for R& D tax credits recorded in the period. The change in the effective income
tax rate also relates to significant non-taxable gains on life insurance policies and revisions to the Company’s projected tax rates
related to updated estimates.

Net |ncome (L 0ss)

Net income in the twelve weeks ended July 7, 2006 was affected by non-taxable loss on life insurance policiesin the amount of
$53,000. Gains and losses on life insurance policies are dependent upon the performance of the underlying equities and future results
may produce |osses of equal magnitude. Taxable investment income also increased on a comparative basis during the third twelve
weeks of fiscal 2006 in the amount of $125,000 due to higher cash balances and an increase in short-term interest rates. After
considering the effect of these transactions, the Company’s results were as follows:

12 Weeks Ended 12 Weeks Ended
July 7, 2006 July 8, 2005

Net income (loss) before taxes, life insurance gain (Ioss) and investment income $ 89,000 $  (251,000)
Life insurance gain (loss) and investment income 145,000 317,000
Income before taxes 234,000 66,000
Income tax provision (benefit) 10,000 (177,000)
Net income $ 224,000 $ 243,000

The Company presents net income or loss before taxes, life insurance gain or loss and investment income because the Company
believesit is an important measure for investors to use in understanding the Company’ s underlying operations.

Results of Operationsfor the Thirty-Six Weeks ended July 7, 2006 and
Thirty-Six Weeks ended July 8, 2005.

Net Sales

Net sales increased by $2,088,000 (2.3%) to $91,049,000 in the first thirty-six weeks of the 2006 fiscal year compared to the same
thirty-six-week period last year. The primary reason for the increase was higher unit selling prices between comparative periods.
Average unit selling prices were approximately 5.5% higher than the comparative period in the prior fiscal year. Lower unit volume
partially offset the higher unit prices obtained.

Cost of Products Sold

Cost of products sold increased by $415,000 (0.7%) to $58,087,000 in the first thirty-six weeks of the 2006 fiscal
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year compared to the same thirty-six-week period in fiscal 2005. The increase in cost of products sold is primarily related to lower
facility utilization related to lower unit volumes and significant maintenance projects completed on the Company’ s facilitiesin the
first thirty-six weeks of the 2006 fiscal year. Also contributing to the increase were higher facility repairs, energy and delivery costs.
Significant declinesin meat commodity costs helped offset these higher costs. The gross margin increased slightly on a comparative
basis due primarily to higher selling prices and lower commodity prices. Flour commodity costs increased during the first thirty-six
weeks of the 2006 fiscal year when evaluated against the comparison period while pork and beef commodities declined significantly.

Selling, General and Administrative Expenses

Selling, general and administrative expenses increased by $727,000 (2.5%) to $30,230,000 in the first thirty-six weeks of fiscal year
2006 compared to the same thirty-six-week period in the prior fiscal year. The rate of increase in this category generally corresponds
to the sales increase. Costs related to fuel and vehicle repairs increased when compared to the fiscal year 2005 thirty-six week period,
while favorable trends in bad debt expenses and higher investment income offset these increases.

Depr eciation Expense

Depreciation expense decreased by $409,000 (13.3%) to $2,676,000 in the first thirty-six weeks of the 2006 fiscal year compared to
the same thirty-six-week period in fiscal year 2005. The decrease in depreciation expense was due to lower capital expendituresin
recent years and significant assets becoming fully depreciated in the 2006 fiscal year.

Income Taxes

The Company recorded an income tax provision in the first thirty-six weeks of fiscal 2006, based on an estimated annual effective tax
rate of 54.04% as compared to 53.6% in the prior fiscal year. The income tax provision recorded for the first thirty-six weeks of fiscal
2006 is different from what would result by applying this rate, due to certain adjustments that affect income taxes. These discrete
itemsinclude a one-time benefit for R& D credits recorded in the period, and an income tax adjustment resulting from a state tax
authority audit. The change in the effective income tax rate also relates to significant non-taxable gains on life insurance policies and
revisions to the Company’s projected tax rates related to updated estimates between comparison periods.

Net [ncome (L 0ss)

Net income in the thirty-six weeks ended July 7, 2006 was significantly affected by gains related to the sale of equity securitiesin the
amount of $106,000 and non-taxable gains on life insurance policies in the amount of $303,000. Gains and losses on life insurance
policies are dependent upon the performance of the underlying equities and future results may produce losses of equal magnitude.
Taxable investment income also increased on a comparative basis during the first thirty-six weeks of fiscal 2006 in the amount of
$238,000 due to higher cash balances and an increase in short-term interest rates. After considering the effect of these transactions, the
Company’ s results were as follows:

36 Weeks Ended 36 Weeks Ended

July 7, 2006 July 8, 2005
Net loss before taxes, gain on sale of equity securities, lifeinsurance gain and investmentincome  $  (636,000) $ (1,824,000)
Gain on sale of equity securities 106,000 —
Life insurance gain (loss) and investment income 692,000 525,000
Income (loss) before taxes 162,000 (1,299,000)
Income tax provision (benefit) 4,000 (696,000)
Net income (l0ss) $ 158,000 $  (603,000)

The Company recorded a significant recovery related to abad debt previously written off which contributed to a net favorable
reduction in the allowance for doubtful accounts of $324,000 in the first thirty-six weeks of fiscal
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year 2006. The net favorable reduction recorded in the prior year period was $192,000. The Company presents net income or loss
before taxes, gain or loss on sale of equity securities, life insurance gain or loss and investment income because the Company believes
it is an important measure for investors to use in understanding the Company’ s underlying operations. The gain on sale isrelated to
securities that the Company sold during the second twelve weeks of fiscal year 2006.

Liquidity and Capital Resources

Net cash from operating activities was $6,776,000 for the first thirty-six weeks of the 2006 fiscal year. Operating cash was generated
principally by net income and reductionsin inventory. The substantial reduction in inventory in the first thirty-six weeks of fiscal 2006
is consistent with normal seasonal trends and a planned seasonal reduction in field inventories. The Company utilized cash flow for
additions to property, plant and equipment and share repurchases. The net effect of these events resulted in a cash and cash equivalents
increase during the first thirty-six weeks of fiscal 2006 of $5,169,000 (49.9%) to $15,524,000. The additions to property, plant and
equipment reflect the Company’ s continued investment in processing, transportation and information technology equipment.

No cash dividends were paid during the first thirty-six weeks of the 2006 fiscal year, as was the case during the first 36 weeks of the
2005 fiscal year, as the Board of Directors suspended the quarterly cash dividend at its May 2004 meeting in recognition of lower
profitability levelsin recent quarters.

The Company remained free of interest bearing debt during the first thirty-six weeks of fiscal year 2006. The Company’s revolving
line of credit with Bank of Americaexpires April 30, 2008 and provides for borrowings up to $2,000,000. The Company has not
borrowed under this line for more than nineteen consecutive years.

Theimpact of inflation on the Company’s financial position and results of operations has not been significant. Management is of the
opinion that the Company’ s financial position and its capital resources are sufficient to provide for its near term operating needs and
capital expenditures.

Recently Issued Accounting I nterpretations

In June 2006, the Financial Accounting Standards Board (“FASB”) issued Interpretation No. 48, “ Accounting for Uncertainty in
Income Taxes, an interpretation of FASB Statement No. 109" (* FIN 48 “). This Statement addresses uncertainty in tax positions
recognized in acompany’s financial statements and stipulates a recognition threshold and measurement of atax position taken or
expected to be taken in atax return. FIN 48 will apply to the Company’s fiscal year beginning November 3, 2007, with earlier
adoption permitted. The Company does not expect this interpretation will have a material impact on the Company’ s results of
operations or financial position.

Off-Balance Sheet Arrangements

The Company is not engaged in any “ off-balance sheet arrangements” within the meaning of Item 303(a)(4)(ii) of Regulation S-K.
Item 3.

Quantitative and Qualitative Disclosures about Market Risk

The Company does not have significant foreign currency exposure at July 7, 2006. The Company’ s financial instruments generally
consist of cash and cash equivalents and life insurance policies at July 7, 2006. The Company sold the shares of stock of Sears
Holdings Corporation previously received as aresult of the bankruptcy of a significant customer. Realized gains and losses upon the
sale of thisinvestment are recognized in the consolidated condensed statements of operations. These shares were sold on February 22,
2006 for $606,000. The Company recognized again on this sale in the amount of $106,000 in the consolidated condensed statements
of operationsin the second twelve-week period of fiscal year 2006 ended April 14, 2006. The carrying value of the Company’s
financial instruments approximated their fair market values based on current market prices and rates. It is not the Company’s policy to
enter into derivative financial instruments.
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The Company purchases bulk flour under short-term fixed price contracts during the normal course of business. Under these
arrangements, the Company is obligated to purchase specific quantities at fixed prices, within the specified contract period. These
contracts provide for automatic price increases if agreed quantities are not purchased within the specified contract period. No
significant contracts remained unfulfilled at July 7, 2006.

Item 4.
Controls and Procedures

Management of the Company, with the participation and under the supervision of the Company’s Chairman and Chief Financial
Officer, has evaluated the effectiveness of the Company’ s disclosure controls and procedures (as defined in Exchange Act Rules 13a
15(e) and 15d-15(e)) as of the end of the period covered by this quarterly report. Based on this evaluation, the Chairman and Chief
Financial Officer have concluded that the Company’s disclosure controls and procedures are effective as of the end of the period
covered by this report to provide reasonable assurance that material information required to be disclosed by the Company in the
reportsthat it files or submits under the Exchange Act is recorded, processed, summarized and reported within the time periods
specified by the Securities and Exchange Commission’s rules and forms. There has been no change in the Company’ s internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) during the period covered by this report that has
meaterially affected, or is reasonably likely to materially affect, the Company’ sinternal control over financial reporting.

The Company’ s management, including its Chairman and Chief Financial Officer, does not expect that the Company’ s disclosure
controls and internal controls will prevent all error and all fraud. A control system, no matter how well conceived and operated, can
provide only reasonable, not absolute, assurance that the objectives of the control system are met. Further, the design of a control
system must reflect the fact that there are resource constraints, and the benefits of controls must be considered relative to their costs.
Because of inherent limitationsin all control systems, no evaluation of controls can provide absolute assurance that all control issues
and instances of fraud, if any, within the Company have been detected. These inherent limitations include the realities that judgments
in decision-making can be faulty, and that breakdowns can occur because of simple error or mistake. Additionally, controls can be
circumvented by the individual acts of some persons, by collusion of two or more people, or by management override of the control.

The design of any system of controlsis also based in part upon certain assumptions about the likelihood of future events, and there can
be no assurance that any design will succeed in achieving its stated goals under al potential future conditions; over time, a control
may become inadequate because of changes in conditions, or the degree of compliance with the policies or procedures may
deteriorate. Because of inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur and not
be detected.

Section 404 Sarbanes-Oxley Act of 2002

The Securities and Exchange Commission, based on press release 2006-136 dated August 9, 2006, is proposing to grant relief to
smaller public companies by extending the date of compliance with Section 404 of the Sarbanes-Oxley Act of 2002 (the “Act”). Under
these proposals, the Company may be required to comply with the Act in two phases. The first phase would be effective for the
Company’sfiscal year ending October 31, 2008 and would require the Company to issue a management report on internal control over
financial reporting. The second phase would require the Company to provide an auditor’ s attestation report on internal control over
financial reporting beginning with the Company’ s fiscal year ending October 30, 2009. Under current requirements, the Company
would be required to comply with the Act in fiscal year ending November 2, 2007.

In order to comply with the Act, the Company is in the process of centralizing most accounting and many administrative functions at
its corporate headquartersin an effort to control the cost of maintaining its control systems. On July 11, 2006, The Committee of
Sponsoring Organizations (“COSO”) issued guidance on how small companies should implement an effective internal control
framework over financial reporting and other risks. This guidance is considered a key tool to help smaller public companies to
confront the challenges of Sarbanes-Oxley. When these requirements are implemented by management, the Company will likely incur
substantial additional expenses and diversion of management’s time. During the course of these activities, the Company may identify
certain internal control issues which management believes should be improved. These improvements, if necessary, will likely include
further formalization of policies and procedures, improved segregation of duties, additional information technology
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system controls and additional monitoring controls. Although management does not believe that any of these matters will result in
material weaknesses being identified in the Company’ sinternal controls as defined by the Public Company Accounting Oversight
Board, no assurances can be given regarding the outcome of these efforts. Additionally, control weaknesses may not be identified in a
timely enough manner to alow remediation prior to the issuance of the auditor’ s report on internal controls over financial reporting.
Any failure to adequately comply could result in sanctions or investigations by regulatory authorities, which could harm the
Company’ s business or investors' confidence in the Company.

Part I1. Other Information
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The following table provides information regarding repurchases by the Company of its common stock, for each of the three four-week
periods included in the interim twelve-week period ended July 7, 2006.

ISSUER PURCHASES OF EQUITY SECURITIES

Total Number Maximum
of Shares Number of
Purchased as Sharesthat May
Part of Publicly Yet Be
Total Number Announced Purchased
of Shares Average Price Plans or Under the Plans
Period (1) Pur chased Paid Per Share Programs (2) or Programs (2)
April 15, 2006 — May 12, 2006 449 $ 6.54 449 594,517
May 13, 2006 — June 9, 2006 432 % 6.28 432 594,085
June 10, 2006 — July 7, 2006 — — = 594,085
Total 88l $ 6.41 881

(1) Period information is presented by reference to the Company’ s fiscal period ends during the twelve-week period ended July 7,
2006.

(2) All repurchases reflected in the foregoing table were made on the open market. The Company’s stock repurchase program was
approved by the Board of Directorsin November 1999 (1,000,000 shares authorized, disclosed in a Form 10-K filed on January
26, 2000) and was expanded in June 2005 (500,000 additional shares authorized, disclosed in a press release and Form 8-K filed
on June 17, 2005). Under the stock repurchase program, the Company is authorized, at the discretion of management and the
Board of Directors, to purchase up to an aggregate of 1,500,000 shares of the Company’ s common stock on the open market.
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Item 6.
Exhibits
Exhibit No. Description
311 Certification of Chairman (Principal Executive Officer), as required by Section 302 of the Sarbanes-Oxley
Act of 2002.
31.2 Certification of Chief Financial Officer (Principal Financia Officer), asrequired by Section 302 of the
Sarbanes-Oxley Act of 2002.
32.1 Certification of Chairman (Principal Executive Officer), as required by Section 906 of the Sarbanes-Oxley
Act of 2002.
32.2 Certification of Chief Financial Officer (Principal Financia Officer), as required by Section 906 of the

Sarbanes-Oxley Act of 2002.

17




Merrill Corporation 06-15883-1 Thu Aug 17 06:08:24 2006 (V 2.246w--H10072) Chksum: 156557 Cycle 1.0
10-Q Bridgford Foods Corporation
nabshir c:\fc\229684545 p88412_1320054\15883-1-BK.pdf EDGAR :Redline:OFF Doc 1 Page 18

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

BRIDGFORD FOODS CORPORATION

(Registrant)
By: /sl Raymond F. Lancy
August 21, 2006 Raymond F. Lancy
Date Chief Financial Officer

(Duly Authorized Officer and Principal Financial Officer)
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Exhibit 31.1

SECTION 302 CERTIFICATION

[, William L. Bridgford, certify that:
1. | havereviewed this quarterly report on Form 10-Q of Bridgford Foods Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report.

4. Theregistrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(¢e) and 15d-15(€)) and interna control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

b. [Paragraph omitted pursuant to SEC Release Nos. 33-8238 and 34-47986];

c. Evauated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed inthisreport any change in the registrant’ sinternal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’ sinternal control over financial
reporting; and

5. Theregistrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’ s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a.  All significant deficiencies and material weaknessesin the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’ sinternal control over financia reporting.

Dated: August 21, 2006

/sl William L. Bridgford
William L. Bridgford, Chairman
(Principa Executive Officer)
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Exhibit 31.2

SECTION 302 CERTIFICATION (continued)

I, Raymond F. Lancy, certify that:
1. | havereviewed this quarterly report on Form 10-Q of Bridgford Foods Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report.

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report.

4. Theregistrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(¢e) and 15d-15(€)) and interna control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

b. [Paragraph omitted pursuant to SEC Release Nos. 33-8238 and 34-47986];

c. Evauated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed inthisreport any change in the registrant’ sinternal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’ sinternal control over financial
reporting; and

5. Theregistrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’ s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a.  All significant deficiencies and material weaknessesin the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’ sinternal control over financia reporting.

Dated: August 21, 2006

/s Raymond F. Lancy

Raymond F. Lancy, Chief Financia
Officer

(Principal Financia Officer)
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Exhibit 32.1

Certification Pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002

I, William L. Bridgford, Chairman of Bridgford Foods Corporation (the “Company™), certify, pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002, 18 U.S.C. Section 1350, that:

(D] the Quarterly Report on Form 10-Q of the Company for the quarterly period ended July 7, 2006 (the “Report™) fully
complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 780(d));
and

(2 the information contained in the Report fairly presents, in al material respects, the financial condition and results of
operations of the Company.

Dated: August 21, 2006
/) William L. Bridgford

William L. Bridgford, Chairman
(Principal Executive Officer)
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Exhibit 32.2

Certification Pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002

I, Raymond F. Lancy, Chief Financial Officer of Bridgford Foods Corporation (the “ Company”), certify, pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that:

(D] the Quarterly Report on Form 10-Q of the Company for the quarterly period ended July 7, 2006 (the “Report™) fully
complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 780(d));
and

(2 the information contained in the Report fairly presents, in al material respects, the financial condition and results of
operations of the Company.

Dated: August 21, 2006

/s Raymond F. Lancy

Raymond F. Lancy, Chief Financial
Officer

(Principal Financial Officer)






