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PART I
INSPECTION PROCEDURES AND CERTAIN OBSERVATIONS
Members of the Board’s inspection staff (“the inspection team”) performed and inspection of the Firm
from May 2006 to November 2006. The inspection team performed field work at the Firm’s National Office
and at 21 of its approximately 80 U.S. practice offices.
A. Review of Audit Engagements
The scope of the inspection procedures performed included reviews of aspects of selected audits of
financial statements and of internal control over financial reporting performed by the Firm. Those audits and
aspects were selected according to the Board’s criteria, and the Firm was not allowed an opportunity to limit or
influence the selection process. In most cases, the review of the audit of an accelerated filer included a review
of aspects of both the Firm’s audit of financial statements and its audit of internal control over financial

reporting (“ICFR”)

B. Review of Quality Control System
In addition to evaluating the quality of the audit work performed on specific audits, the inspection

included review of certain of the Firm’s practices, policies, and procedures related to audit quality. This review
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addressed practices, policies, and procedures concerning audit performance and the following eight functional
areas (1) tone at the top; (2) practice for partner evaluation, compensation, admission assignment or
responsibilities, and disciplinary actions; (3) independence implications of non-audit services; business
ventures, alliances, and arrangements; personal financial interest; and commissions and contingent fees; (4)
practices for client acceptance and retention; (5) practice for consultation on accounting, auditing, and SEC
matters; (6) the Firm’s internal inspection programs; (7) practices for establishment and communication of audit
policies, procedures, and methodologies, including training; and (5) the supervision by U.S. audit engagement
teams of the work performed by foreign affiliates on foreign operations of U.S. issuer audit clients. Any defects
in, or criticisms of, the Firm’s quality control system are discussed in the nonpublic portion of this report and
will remain nonpublic unless the Firm fails to address them to the Board’s satisfaction within 12 months of the

date of this report.
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Contractual Obligations and Other Commercial Commitments
The following table sets forth certain information concerning our obligations and commitments to

make contractual future payments, such as debt and lease agreements, and contingent commitments:

Payments due during fiscal years ending January 31,

(In millions) Total 2008 2009-2010 2011-2012 Thereaft

Recorded Contractual Obligations:

Long-term debt $ 32,650 $ 5428 $ 9,120 $ 5398 § 12,704
Commercial paper 2,570 2,570 — — —
Capital lease obligations 5,715 538 1,060 985 3,132

Unrecorded Contractual Obligations:

Non-cancelable operating leases 10,446 842 1,594 1,332 6,678
Interest on long-term debt 17,626 1,479 2,482 1,705 11,960
Undrawn lines of credit 6,890 3,390 — 3,500 —
Trade letters of credit 2,986 2,986 . Vi _
Standby letters of credit 2,247 2,247 _ _ _
Purchase obligations 15,168 11,252 3,567 126 223

Total commercial commitments $ 96,298 $ 30,732 $ 17,823  $ 13,046 $ 34,697
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Our Failure To Comply Under The Sarbanes-Oxley Act of 2002 Could Cause A Loss Of Confidence In
The Reliability Of Our Financial Statements.

We have undergone a comprehensive effort to comply with Section 404 of the Sarbanes-Oxley Act of
2002. This effort included documenting and testing our internal controls. As of December 31, 2006, we did not
identify any material weaknesses in our internal controls as defined by the Public Company Accounting
Oversight Board. A reported material weakness or the failure to meet the reporting deadline requirements of
Section 404 could result in an adverse reaction in the financial markets due to a loss of confidence in the
reliability of our financial statements. This loss of confidence could cause a decline in the market price of our

stock.
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Changes in Internal Control over Financial Reporting

As has been previously disclosed, in the course of performing the Company’s evaluation under Section 404
of the Sarbanes-Oxley Act of 2002, the Company’s management determined that a material weakness in
internal control over financial reporting existed as of May 29, 2005. The material weakness related to
accounting for income taxes. During fiscal 2006, the Company implemented a plan which resulted in the
successful remediation and elimination of the material weakness in internal control over financial reporting
disclosed in the Form 10-K for fiscal year ended May 29, 2005.

Throughout the Company’s 2006 fiscal year, management took the following steps in order to remediate
the material weakness: (1) reorganized the tax department including hiring a new Vice President of Tax and
other tax and tax accounting professionals, (2) implemented dual review procedures and engaged third party tax
specialists to provide additional quality assurance, (3) designed and implemented enhanced control processes
over accounting for income taxes including the general ledger account reconciliation processes, and (4) engaged

third party tax specialists to assist in the analysis and application of tax planning strategies.
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Management’s Annual Report on Internal Control over Financial Reporting

The management of ConAgra Foods is responsible for establishing and maintaining adequate internal
control over financial reporting as defined in Rules 13a-15(f) under the Securities Exchange Act of 1934.
ConAgra Foods’ internal control over financial reporting is designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with U.S. generally accepted accounting principles. ConAgra Foods’ internal control over financial
reporting includes those policies and procedures that: (i) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of ConAgra Foods;
(ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with U.S. generally accepted accounting principles, and that receipts and expenditures
of ConAgra Foods are being made only in accordance with the authorization of management and directors of
ConAgra Foods; and (iii) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of ConAgra Foods’ assets that could have a material effect on the
financial statements. Because of its inherent limitations, internal control over financial reporting may not
prevent or detect misstatements. Also, projections of any evaluations of effectiveness to future periods are
subject to the risk that controls may become inadequate because of the changes in conditions, or that the degree
of compliance with the policies or procedures may deteriorate.

With the participation of ConAgra Foods’ Chief Executive Officer and Chief Financial Officer,
management assessed the effectiveness of ConAgra Foods’ internal control over financial reporting as of
May 28, 2006. In making this assessment, management used criteria established in Internal Control -
Integrated Framework , issued by the Committee of Sponsoring Organizations of the Treadway Commission
(“COS0O”). As a result of this assessment, management concluded that, as of May 28, 2006, the Company’s
internal control over financial reporting was effective in providing reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with

generally accepted accounting principles.
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Management’s assessment of the effectiveness of ConAgra Foods’ internal control over financial
reporting as of May 28, 2006 has been audited by KPMG LLP, an independent registered public accounting
firm. Their report, below, expresses an unqualified opinion on management’s assessment and on the

effectiveness of ConAgra Foods’ internal control over financial reporting as of May 28, 2006.

1115199152311 U99UTHN ConAgra  Foods, Inc. AUTMIsVRIUTHN 1518911

{ [ 1 Aa o o a [ 1 4

Mernuszuumsatuaunelu i viimladuenseuaumsaiugunielusadunus
A 7 Y KX

NIDUVUDIANTIV (Internal Control-Integrated Framework) U893 COSO 3J1‘]J§$§Iﬂ$5115b' Bt una

Ifszuumsaauquneluvesusaniidsz@ninmnuaziyeno 1a

= Y A A (Y] A [ v d Y a
34 ﬂﬁ!ﬂG’I!WUGIIi’)ﬁqll’G]‘VI!ﬂEl’Jﬂ‘]Jﬂ"Ii’é’l’t’l‘l’iﬁﬂ‘ﬂiWﬂ"llﬁQQ‘]Jiﬂ"li

A = ~ o Y B~ @ A 9 9y Aa ' % wva
LiJE]L‘]JﬁEJ‘]JL‘VIEJ“]JﬂﬁLﬂmNﬂﬂlﬂyjmﬂﬂ%ﬂﬂﬂﬁﬂﬂ?juﬂlﬂﬂEjﬂiﬂWii%’ﬂ’JNWizﬁﬁ]ﬁ‘U 219

9

(% [ o = A o 1 A o Y A @ [ -4
HANNTNED NV SOX UANMUNBUAUNAIAD AHUATHINTIIINUNITDOATOIHANNT WY

Y a 1 Ao [l aAa A g @ a d v
VOIRVINIT ﬂﬁllﬁﬁlla$1!§]3ﬂﬁlﬂulllﬂiiqu@m13$ LW@!‘I]Uﬂ1iﬂ’ﬂ\1ﬂuﬂ1ﬂﬂﬂwaﬂﬁgTEJ“H“L!‘WU

9 ! Y o o ' A @ o I Y a Y o 1
FaU A SOX 1ﬂﬂ1ﬁuﬂﬁﬂﬁ3uﬂ13ﬂ@ﬂifJ\TI/Tﬁﬂ‘ﬂiWflﬂﬁ@\‘llﬂﬂlﬂflhh‘]fﬂmuﬂﬁW

3.5 msiamadoyaningInuranlUaa eI senussuvaIiuINs
o va o (-4 My 9y o = v 2 9 a a
wizgnwiyaananninda lulatidesmvamernumstlamedoyaosssugsne
A o v 9 A Y o YA a va Y o o v o
309350053 d I VAVTM 13 Taedmualdtelfiamudetmuavesnaiandnning
' £ g @ . 1 A a o =~ A
uvailszmeIng dailulilanidn Comply or Explain na17fie usHnsanziouaisadon
a valy ¥ v Y a o 09: dyo Y a va
UP1ia I wanuminzauivaammadeumealuuidn Metdmualdsivaunsl§ia
4 o w a A 3 A AA A 1 ava
aunanmsfduguanamIng saunungransewasmsnaunulunsdinden lulia
9 9 v
netiimualdvusinsansidiowsuswaumamslianiumdnnisasnan lunyunaas
Y o =t =& ' Y o Ao Y o '
emydoyatlsz$itl (v 56-1) Fwanaandeimuaves SOX iivua lodrdanu
a o = vy S ° @ a wva 9 Y a Y
UiHmvanziisuazaealamwemsinoimanlfiaauesseussavesduinisey laaiu
a 9 Aa o :/l dy 12 ) [ a wva y [V 1 9
maRuinldnreluuien detivinlilnaiuemdnldiadvesserussuasnaiunly

Y a Y J a o { @
VSADNDT UYL ANALUASHIATNITNALUNUAIY uf]ﬂi]'lﬂﬁﬂWﬂ‘Ui‘H‘Vlﬁﬂ1iLﬂaﬂuuﬂaﬂﬂﬁﬂ

awva Yy Y Aa a o 9 o = 9 9
ﬂ;]“ﬂ PTHITTUIUTIUUDINVINT m‘ymﬂmg‘ﬁﬂu%mmmmnﬂmwmmagama



87

Y v
a v A

M06197 8 MnuUDIdaITemIvoyalszditldmsullaugatun 31 Sunan 2549 weq

L)

U3 dan. d1srvazeaal Tasdey $10a (uriww) 1ddinmsitamedoyaineanundan

4
Ufiadesserssunngsns Blunnunaassemsdoeyalszsil oy 56-1) asil (aaa

[ [ -4

nannsndurialszmang, 580 Yan. dr5ruazwaaillasiden 10a (UM1%), 2549

poulail)

V) ﬂ5581u55m§iﬁﬂ
o a o w a A 4 I
anznssums Uan.an. 1 dtmuaessessagsne B lumssinuguanamsnaues Uan.aw. iieldily
ad dyo o A A Ao awva 1 yYa o Y 1 ] I 2
Famemihinsdwiugsneia Taemsiftanediid ldidennheoduavemailusisy aswasuld uaz
a a Y 1 Y 1 £ kY Y a A o 12 o A Aa a Aa
swansvesdldm laidennihe dwzadwlineanuseiuazsonsvlumsduivanniidszdnsnmuas
T1s alaves Uanaw. Taelsznoudie 6 nanms laun
E4
- anuSvAsreudensaaduluaznisnsgiivesaues uazamsoFuauazesuiela
(Accountability)
- awSuRsveuReMsUTAnTIIN (Responsibility)
- mmqﬁﬁﬁﬁmmﬁaﬁm’f (Fairness and Integrity)
- myauduaun 1dseld (Transparency)
- myaduguaszezerundiidiu laidennde (Creation  of Long-Term  Value to All
Stakeholders)
| a Avad d A . . Yas A and g
- myduasumsdUandluaa (Promotion of Best Practices) 1oz 193501350535 71lu
sUsssunazasndevldiaue 4 Usemsne lnnugnass lanumunzan ianwullsada waglinnu

gATIIN

9 o A a o o a A =) o U
ﬁ]WﬂLL‘LI‘]JLLﬁﬂQ'ﬁEJﬂ"IiGUi’)lql)ﬁlli%"l]T]J"U’ENUT]&I‘VI an. d5dazHand Ias@en 310a

aw Y o ay Y] { o a a 4
(N(Vi'lclfu) lli‘H‘V]hl@]‘mmiL“JJmwﬂﬂlﬁlymﬁfJ’Jﬂ‘]J%‘JEJﬁiiiJVIN‘ljiﬂi] Iﬂﬂﬁ!ﬁaw’lﬂieﬂﬂ'f;‘JiJﬂ’]i

a

oA 1 a o A Y I ad dyo o A Ao
mmmmmamﬂmﬂﬂmiumym vwaiﬂﬂ:ﬂmamwmmsmmummm

E4 1
a U =

§2081990 9 ATeulsednldmsulFuaaiun 31 FU1AN 2006 UPIUITHN Entercom

Q

. . 9. a) { Y 0 a
Communications Corp. ladmsilamedoyaneanumsinen)izu1asse1ussuvesduing

% ~

9y a o Y o R 3 J a a A g
NWGl“BﬂWEJElUU‘i‘Hﬂ Tﬂﬁlklﬂ‘lfnfniLNﬂLLW‘iNWHT]NL’JUhlG]iﬂ"UfNUi mﬂmmauuamﬂmwwmw

o !

J 1 o A a o { 1 o w
ll“]fﬂ (Internet ~ Address) 53%@§ﬂuﬂFNTHﬂi%%?ﬂﬂl@\‘lﬂ‘ﬂg‘ﬂﬁu1ﬁ\1ﬁ®ﬂm$ﬂiihﬂ1‘iﬂ1ﬂﬂ

b4
~

o Y4 Y] v Jd o
HAaNNINIUaZAAANANNINEY AU (NYSE Group, Inc., Entercom Communications Corp, 2007:

Online)



88

Corporate Governance

Code Of Business Conduct And Ethics. We have adopted a Code of Business Conduct and Ethics that
applies to each of our employees including our principal executive officer and senior members of our finance
department. Our Code of Business Conduct and Ethics can be found on the Corporate Governance page of our
website located at www.entercom.com. We will provide a paper copy of the Code of Business Conduct and

Ethics upon any request by a shareholder.
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RATIFICATION OF INDEPENDENT ACCOUNTANTS

The Audit Committee has appointed E&Y as the Company’s independent accountants to audit the
consolidated financial statements of the Company for fiscal 2008. E&Y and its predecessor, Arthur Young &
Company, have been Wal-Mart’s independent accountants since prior to the Company’s initial offering of
securities to the public in 1970. E&Y served as the Company’s independent accountants for fiscal 2007 and
reports on the Company’s consolidated financial statements for that year. Representatives of E&Y will attend
the 2007 Annual Shareholders’ Meeting. They will have the opportunity to make a statement if they desire to do
so and respond to appropriated questions.

Although shareholder ratification is not required, the appointment of E&Y as the Company’s
independents accountants to audit the Company’s consolidated financial statements for fiscal 2008 is being
submitted for ratification at the 2007 Annual Shareholders’ Meeting because the Company believes it is a
matter of good corporate governance practice. Furthermore, the Audit Committee will take Shareholders’
opinions regarding E&Y’s appointment into consideration in future deliberations. If E&Y selection is not
ratified at the 2007 Annual Shareholders’ Meeting, the Audit Committee will consider the engagement of other

independent accountants. The Audit Committee may terminate E&Y’s engagement as the Company’s
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independent accountants without the approval of the Company’s Shareholders whenever the Audit Committee
deems termination appropriate.

E&Y’s fees for fiscal 2006 and fiscal 2007 were as follows:

Fiscal 2006 Fiscal 2007
Audit Fees $ 10,563,000 $ 12,236,000
Audit-Related Fees $ 1,909,000 $ 1,290,000
Tax Fees $ 487,000 $ 407,000
All Other Fees $0 $0
Total Fees $ 12,959,000 $ 13,933,000
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Stockholders ConAgra Foods, Inc.:

We have audited management’s assessment, included in the accompanying Management’s Annual
Report on Internal Control Over Financial Reporting, that ConAgra Foods, Inc. and subsidiaries (the
“Company”) maintained effective internal control over financial reporting as of May 28, 2006, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission (COSO). The Company’s management is responsible for maintaining effective
internal control over financial reporting and for its assessment of the effectiveness of internal control over
financial reporting. Our responsibility is to express an opinion on management’s assessment and an opinion on
the effectiveness of the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was maintained in all
material respects. Our audit included obtaining an understanding of internal control over financial reporting,

evaluating management’s assessment, testing and evaluating the design and operating effectiveness of internal
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control, and performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company;
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of
the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial
statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In our opinion, management’s assessment that the Company maintained effective internal control over
financial reporting as of May 28, 2006, is fairly stated, in all material respects, based on criteria established in
Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO). Also, in our opinion, the Company maintained, in all material respects, effective internal
control over financial reporting as of May 28, 2006, based on criteria established in Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the consolidated balance sheet of the Company as of May 28, 2006 and the related
consolidated statements of earnings, comprehensive income, common stockholders’ equity and cash flows for
the year ended May 28, 2006, and our report dated July 28, 2006 expressed an unqualified opinion on those

consolidated financial statements.
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