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PART I — FINANCIAL INFORMATION

Item 1. Financial Statements and Notes

ZAPATA CORPORATION
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

(In Thousands, Except Per Share Amounts)
         
  March 31,   December 31, 
  2006   2005  

ASSETS         
Current assets:         

Cash and cash equivalents  $ 100,363  $ 103,373 
Accounts receivable, net   21,123   24,170 
Inventories, net   49,063   46,860 
Prepaid expenses and other current assets   3,468   2,314 

  
 
  

 
 

Total current assets   174,017   176,717 
  

 
  

 
 

         
Other assets, net   22,838   23,652 
Property, plant and equipment, net   97,298   93,985 

  
 
  

 
 

Total assets  $ 294,153  $ 294,354 
  

 

  

 

 

         
LIABILITIES AND STOCKHOLDERS’ EQUITY         

Current liabilities:         
Current maturities of long-term debt  $ 2,470  $ 2,443 
Accounts payable   3,128   3,989 
Accrued and other current liabilities   14,471   15,850 

  
 
  

 
 

Total current liabilities   20,069   22,282 
  

 
  

 
 

Long-term debt   27,057   27,658 
Pension liabilities   12,042   11,810 
Other liabilities and deferred taxes   1,502   983 

  
 
  

 
 

Total liabilities   60,670   62,733 
  

 
  

 
 

Commitments and contingencies         
Minority interest   61,097   59,937 
Stockholders’ equity:         

Preferred stock, $.01 par; 1,600,000 shares authorized; none issued or outstanding   —   — 
Preference stock, $.01 par; 14,400,000 shares authorized; none issued or outstanding   —   — 
Common stock, $0.01 par, 132,000,000 shares authorized; 24,614,536 and 24,581,636 shares issued; and

19,182,456 and 19,149,556 shares outstanding, respectively   246   246 
Capital in excess of par value   162,948   162,730 
Retained earnings   45,613   45,127 
Treasury stock, at cost, 5,432,080 shares   (31,668)   (31,668)
Accumulated other comprehensive loss   (4,753)   (4,751)

  
 
  

 
 

Total stockholders’ equity   172,386   171,684 
  

 
  

 
 

Total liabilities and stockholders’ equity  $ 294,153  $ 294,354 
  

 

  

 

 

The accompanying notes are an integral part of the condensed consolidated financial statements.
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ZAPATA CORPORATION
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In Thousands, Except Per Share Amounts)
         
  Three Months Ended  
  March 31,  
  2006   2005  
Revenues  $ 28,303  $ 23,831 
Cost of revenues   21,311   20,775 
  

 
  

 
 

Gross profit   6,992   3,056 
         
Operating expenses:         

Selling, general and administrative   4,854   4,442 
Loss resulting from natural disaster   240   — 

  
 
  

 
 

Total operating expenses   5,094   4,442 
  

 
  

 
 

Operating income (loss)   1,898   (1,386)
  

 
  

 
 

         
Other income (expense):         

Interest income   1,067   313 
Interest expense   (524)   (266)
Other, net   (18)   (39)

  
 
  

 
 

   525   8 
  

 
  

 
 

Income (loss) before income taxes and minority interest   2,423   (1,378)
         
(Provision) benefit for income taxes   (874)   431 
Minority interest in net income of consolidated subsidiaries   (1,063)   (43)
  

 
  

 
 

         
Net income (loss) from continuing operations   486   (990)
  

 
  

 
 

         
Discontinued operations:         

Income before taxes and minority interest (including loss on disposal)   —   3,077 
         

Provision for income taxes   —   (1,588)
         

Minority interest   —   (421)
  

 
  

 
 

Net income from discontinued operations   —   1,068 
         
Net income to common stockholders  $ 486  $ 78 
  

 

  

 

 

         
Net income (loss) per common share — basic and diluted         
         

Income (loss) from continuing operations  $ 0.03  $ (0.05)
Discontinued operations, net of income taxes and minority interest   0.00   0.05 

  
 
  

 
 

         
Income per common share — basic and diluted  $ 0.03  $ 0.00 
  

 

  

 

 

         
Weighted average common shares outstanding:         

Basic   19,171   19,133 
  

 

  

 

 

Diluted   19,354   19,411 
  

 

  

 

 

The accompanying notes are an integral part of the condensed consolidated financial statements.
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ZAPATA CORPORATION
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
         
  Three Months Ended  
  March 31,  
  2006   2005  
Cash flows from operating activities:         

Net income to common stockholders  $ 486  $ 78 
Adjustments to reconcile net income to common stockholders to net cash provided by operating activities:         
Depreciation and amortization   3,407   3,341 
Provisions for losses on receivables   8   8 
Stock option modification expense   —   353 
Stock-based compensation expense   44   — 
Minority interest in net income of consolidated subsidiaries   1,063   43 
Deferred income taxes   846   87 
Changes in assets and liabilities:         

Accounts receivable   1,039   2,654 
Inventories   (2,203)   (4,298)
Prepaid expenses and other current assets   (915)   58 
Other assets   69   (225)
Accounts payable   (861)   651 
Pension liabilities   232   192 
Accrued liabilities and other current liabilities   (1,380)   (1,450)
Other liabilities   3   (35)

Discontinued operations   —   1,136 
  

 
  

 
 

Total adjustments   1,352   2,515 
  

 
  

 
 

Net cash provided by operating activities   1,838   2,593 
  

 
  

 
 

Cash flows from investing activities:         
Proceeds from insurance company — hurricane   2,000   — 
Capital expenditures   (6,534)   (5,767)
Discontinued operations   —   (638)

  
 
  

 
 

Net cash used in investing activities   (4,534)   (6,405)
  

 
  

 
 

Cash flows from financing activities:         
Repayments of short- and long-term obligations   (574)   (408)
Common stock transactions   263   217 
Discontinued operations   —   2,987 

  
 
  

 
 

Net cash (used in) provided by financing activities   (311)   2,796 
  

 
  

 
 

Effect of exchange rate changes on cash and cash equivalents   (3)   (1,008)
Net decrease in cash and cash equivalents   (3,010)   (2,024)
Increase in cash from discontinued operations   —   (4,123)
  

 
  

 
 

Cash and cash equivalents at beginning of period   103,373   63,249 
  

 
  

 
 

Cash and cash equivalents at end of period  $ 100,363  $ 57,102 
  

 

  

 

 

The accompanying notes are an integral part of the condensed consolidated financial statements.
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ZAPATA CORPORATION
NOTES TO UNAUDITED CONDENSED

CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Summary of Operations and Basis of Presentation

The unaudited condensed consolidated financial statements included herein have been prepared by Zapata Corporation (“Zapata” or the “Company”) pursuant
to the rules and regulations of the Securities and Exchange Commission. The financial statements reflect all adjustments that are, in the opinion of
management, necessary for a fair statement of such information. All such adjustments are of a normal recurring nature. Although Zapata believes that the
disclosures are adequate to make the information presented not misleading, certain information and footnote disclosures, including a description of significant
accounting policies normally included in financial statements prepared in accordance with accounting principles generally accepted in the United States of
America, have been condensed or omitted pursuant to such rules and regulations. The year-end condensed balance sheet data was derived from audited
financial statements, but does not include all disclosures required by accounting principles generally accepted in the United States of America. The interim
financial statements should be read in conjunction with the financial statements and the notes thereto included in Zapata’s 2005 Annual Report on Form 10-K
filed with the Securities and Exchange Commission and with the information presented by Omega Protein Corporation and Zap.Com Corporation in their
2005 Annual Reports on Form 10-K. The results of operations for the three month period ended March 31, 2006 are not necessarily indicative of the results
for any subsequent quarter or the entire fiscal year ending December 31, 2006.

Business Description

Zapata Corporation (“Zapata” or “the Company”) is a holding company which currently has one operating company, Omega Protein Corporation (“Omega
Protein” or “Omega”), in which the Company had a 58% ownership interest at March 31, 2006. In addition, Zapata owns 98% of Zap.Com Corporation
(“Zap.Com”), which is a public shell company. In December 2005, Zapata completed the sale of its 77% ownership interest Safety Components International,
Inc. (“Safety Components” or “Safety”). Zapata trades on the New York Stock Exchange (“NYSE”) under the symbol “ZAP.”

Omega Protein produces and markets a variety of products produced from menhaden (a herring-like species of fish found in commercial quantities in the U.S.
coastal waters of the Atlantic Ocean and Gulf of Mexico), including regular grade and value-added specialty fish meals, crude and refined fish oils and fish
solubles. Omega’s fish meal products are primarily used as a protein ingredient in animal feed for swine, cattle, aquaculture and household pets. Fish oil is
utilized for animal and aquaculture feeds, industrial applications, additives to human food products and as a dietary supplement. Omega’s fish solubles are
sold primarily to livestock feed manufacturers, aquaculture feed manufacturers and for use as an organic fertilizer. Omega Protein trades on the NYSE under
the symbol “OME.”

Zap.Com is a public shell company which has no business operations other than complying with its reporting requirements under the Exchange Act. From
time to time, Zap.Com considers acquisitions that would result in it becoming an operating company. Zap.Com may also consider developing a new business
suitable for its situation. Zap.Com trades on the over-the-counter electronic bulletin board under the symbol “ZPCM.”

As used throughout this report, “Zapata Corporate” is defined as Zapata Corporation exclusive of its majority owned subsidiaries, Omega Protein and
Zap.Com, and its former majority owned subsidiary, Safety Components.

Note 2. Significant Accounting Policies

Share-Based Payment

At March 31, 2006, Zapata had two share-based compensation plans and one special share-based compensation grant. In addition, Omega Protein had one
share-based compensation plan and Zap.Com had one share-based compensation plan. These plans and special grant are described in more detail in Note 14.
Prior to January 1, 2006, Zapata, Omega Protein and Zap.Com accounted for those plans under the recognition and measurement principles of Accounting
Principles Board (“APB”) Opinion No. 25, “Accounting for Stock Issued to Employees” and adopted
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the disclosure-only provisions of SFAS No. 123, “Accounting for Stock-Based Compensation” and SFAS No. 148, “Accounting for Stock-Based
Compensation — Transition and Disclosure – an Amendment of FASB Statement No. 123.” As a result, no stock-based employee compensation cost related
to stock options was reflected in net income (other than compensation cost related to stock option modifications), as all options granted under those plans had
an exercise price equal to or greater than the market value of the underlying common stock on the grant date. Accordingly, share-based compensation related
to stock options was generally only included as a pro-forma disclosure in the financial statement footnotes.

Effective January 1, 2006, Zapata, Omega Protein and Zap.Com each adopted SFAS No. 123R, “Share-Based Payment,” using the modified prospective
application transition method. Under this transition method, compensation cost in 2006 includes the portion vesting in the period for (1) all share-based
payments granted prior to, but not vested as of January 1, 2006, based on the grant date fair value estimated in accordance with the original provisions of
SFAS No. 123 and (2) all share-based payments granted subsequent to January 1, 2006, based on the grant date fair value estimated in accordance with the
provisions of FSAS No. 123R. As share-based compensation expense recognized in the Condensed Consolidated Statement of Operations for the three
months ended March 31, 2006 is based on awards ultimately expected to vest, it has been reduced for estimated forfeitures. In the Company’s pro forma
information required under SFAS 123 for the periods prior to January 1, 2006, the Company accounted for forfeitures as they occurred. Under the modified
prospective application transition method, no cumulative effect of change in accounting principle charge is required, and results for prior periods have not
been restated. See below for the pro forma disclosures related to the three months ended March 31, 2005. SFAS No. 123R also requires excess tax benefits be
reported as a financing cash inflow rather than an operating cash inflow.

Had compensation expense for the Company’s consolidated stock option grants been determined based on fair value at the grant date using the Black-Scholes
option–pricing model, the Company’s consolidated pro forma net loss and loss per share (basic and diluted) would have been as follows:
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  For the Three Months 
  Ended March 31,  
  2005  
  (in thousands)  
Net loss from continuing operations, as reported  $ (990)
Add: Total stock-based employee compensation expense determined under APB No.25, included in reported net income, net of

tax effects:   219 
Deduct: Total stock-based employee compensation expense determined under fair value based method for all awards, net of tax

effects:     
Zapata Corporate   (243)
Omega Protein   (81)
Zap.Com   (1)

  
 
 

Pro forma expense   (325)
  

 
 

Pro forma net loss from continuing operations   (1,096)
     
Net income from discontinued operations, as reported   1,068 
Deduct: Total stock-based employee compensation expense determined under fair value based method for all awards, net of tax

effects   — 
  

 
 

Pro forma net income from discontinued operations   1,068 
  

 
 

     
Total pro forma net loss  $ (28)
  

 

 

     
(Loss) income per common share — basic and diluted — as reported     

Loss from continuing operations  $ (0.05)
Discontinued operations, net of income taxes and minority interest   0.05 

  
 
 

Loss per common share — basic and diluted — as reported  $ (0.00)
  

 

 

     
(Loss) income per common share — basic and diluted — pro forma Loss from continuing operations  $ (0.06)

Discontinued operations, net of income taxes and minority interest   0.06 
  

 
 

     
Loss per common share — basic and diluted — pro forma  $ (0.00)
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The condensed consolidated statement of operations for the three months ended March 31, 2006 included $44,000 of share-based compensation costs
included in selling, general and administrative expenses. The total income tax benefit recognized in the income statement for share-based compensation
arrangements was $14,000 for the three months ended March 31, 2006. As of March 31, 2006 there was $184,000 of total unrecognized compensation cost
related to nonvested share-based compensation that is expected to be recognized over a weighted average period of 1.7 years. Based on current grants, total
share-based compensation cost for fiscal year 2006 is expected to be $165,000.

Zapata Corporate

Zapata Corporate had no share-based grants in the three months ended March 31, 2006 and the year ended December 31, 2005. A summary of option activity
under the Zapata Corporate Plans as of March 31, 2006, and changes during the three months then ended is presented below:
                 
          Weighted     
      Weighted   Average   Aggregate  
      Average   Remaining   Intrinsic  
      Exercise   Contractual  Value  
  Shares   Price   Term   (in thousands) 
Outstanding at January 1, 2006   1,339,372  $ 5.56         
Granted   —   —         
Exercised   (32,900)  $ 5.78         
Forfeited or expired   (69,408)  $ 5.78         
  

 
             

Outstanding at March 31, 2006   1,237,064  $ 5.54  3.1 years  $ 872 
  

 

          

 

 

Exercisable at March 31, 2006   1,163,197  $ 5.45  2.8 years  $ 872 
  

 

          

 

 

The total intrinsic value of stock options exercised during the three months ended March 31, 2006 was $11,000.

A summary of the status of Zapata Corporate’s nonvested shares as of March 31, 2006 and changes during the three months ended March 31, 2006, is
presented below:
         
      Weighted-Average 
  Shares   Grant-Date  

Nonvested Shares  (in thousands)  Fair Value  
Nonvested at January 1, 2006   73,867  $ 1.93 
Granted   —   — 
Vested   —   — 
Forfeited   —   — 
  

 
     

Nonvested at March 31, 2006   73,867  $ 1.93 
  

 

     

As of March 31, 2006, there was $95,000 of total unrecognized compensation cost related to nonvested share-based compensation arrangements granted
under the Zapata Corporate Plans. That cost is expected to be recognized over a weighted –average period of 0.8 years. No shares vested during the three
months ended March 31, 2006. Based on current grants, total share-based compensation cost for fiscal year 2006 is expected to be $127,000.

Omega Protein

During the three months ended March 31, 2006, Omega granted new options to employees for the purchase of 10,000 shares of common stock at an exercise
price of $6.27 per share, which vest in equal one-third portions and have a 10-year life. These options have a weighted average fair value of $3.04 per share.
A summary of Omega’s option activity for the three months ended March 31, 2006 is as follows:
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          Weighted     
      Weighted   Average   Aggregate  
      Average   Remaining   Intrinsic  
      Exercise   Contractual  Value  
  Shares   Price   Term   (in thousands) 
Outstanding at January 1, 2006   4,748,852  $ 7.35         
Granted   10,000  $ 6.27         
Exercised   (16,966)  $ 3.15         
Forfeited or expired   (3,334)  $ 5.05         
  

 
             

Outstanding at March 31, 2006   4,738,552  $ 7.37   4.5  $ 6,909 
  

 

          

 

 

Exercisable at March 31, 2006   4,715,552  $ 7.38      $ 6,909 
  

 

          

 

 

A summary of the status of Omega’s nonvested shares as of March 31, 2006 and changes during the three months ended March 31, 2006, is presented below:
         
      Weighted-Average 
  Shares   Grant-Date  

Nonvested Shares  (in thousands)  Fair Value  
Nonvested at January 1, 2006   18,000  $ 4.66 
Granted   10,000  $ 3.04 
Vested   (1,667)  $ 3.04 
Forfeited   (3,333)  $ 3.04 
  

 
     

Nonvested at March 31, 2006   23,000  $ 3.20 
  

 

     

As of March 31, 206, there was $68,000 of total unrecognized compensation cost related to nonvested share-based compensation arrangements granted under
the Omega Plan. That cost is expected to be recognized over a weighted-average period of 3 years. Based on current grants, Omega’s share-based
compensation cost for fiscal year 2006 is expected to be approximately $25,000.

The fair value of Omega’s stock options is the estimated present value at grant date using the Black-Scholes option pricing model with the following weighted
average assumptions for the quarter ended March 31, 2006: expected dividend yield of 0 percent; expected volatility of 48.57% percent; risk-free interest rate
of 4.66 percent; and an expected term of 5 years. The expected dividend yield is based on Omega’s annual dividend payout at grant date. Expected volatility
is based on the historical volatility of Omega’s stock for a period approximating the expected life. The risk-free interest rate is based on the U.S. treasury yield
in effect at the time of grant and has a term equal to the expected life. The expected term of the options represents the period of time the options are expected
to be outstanding.

In May 2005, Omega accelerated the vesting of all unvested, out-of-the-money, explicit service period stock options granted under Omega’s 2000 Long-Term
Incentive Plan. The purpose of accelerating vesting was to eliminate future compensation expense that Omega would otherwise recognize in its Statement of
Operations with respect to these accelerated stock options upon the adoption by Omega of SFAS No. 123R. A stock option was considered “out-of-the-
money” if the stock option exercise price was greater than $6.04, which was the closing price of Omega’s common stock on the New York Stock Exchange on
May 5, 2005. As a result of this action, stock options to purchase 390,000 shares of Omega’s common stock became immediately exercisable. The vesting
created a modification of stock options; however, there was no impact on the fair value of the options. The weighted average exercise price of all the
accelerated stock options was $9.98.

Zap.Com

Zap.Com had no share-based grants in the three months ended March 31, 2006 and the year ended December 31, 2005. A summary of option activity under
the Zap.Com Plan as of March 31, 2006, and changes during the three months then ended is presented below:
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          Weighted     
      Weighted   Average   Aggregate  
      Average   Remaining   Intrinsic  
      Exercise   Contractual  Value  
  Shares   Price   Term   (in thousands) 
Outstanding at January 1, 2006   511,300  $ 0.08         
Granted   —   —         
Exercised   —   —         
Forfeited or expired   —   —         
  

 
             

Outstanding at March 31, 2006   511,300  $ 0.08   3.6  $ 61 
  

 

          

 

 

Exercisable at March 31, 2006   170,431  $ 0.08   3.6  $ 20 
  

 

          

 

 

No Zap.Com options were exercised during the three months ended March 31, 2006.

A summary of the status of Zap.Com’s nonvested shares as of March 31, 2006 and changes during the three months ended March 31, 2006, is presented
below:
         
      Weighted-Average 
  Shares   Grant-Date  

Nonvested Shares  (in thousands)  Fair Value  
Nonvested at January 1, 2006   340,869  $ 0.08 
Granted   —   — 
Vested   —   — 
Forfeited   —   — 
  

 
     

Nonvested at March 31, 2006   340,869  $ 0.08 
  

 

     

As of March 31, 2006, there was $21,000 of total unrecognized compensation cost related to nonvested share-based compensation arrangements granted
under the Zap.Com Plan. That cost is expected to be recognized over a weighted –average period of 1.6 years. No shares vested during the three months
ended March 31, 2006. Based on current outstanding grants, total share-based compensation cost for fiscal year 2006 is expected to be $13,000.

Reclassification

Certain reclassifications of prior information have been made to conform to the current presentation.

Note 3. Discontinued Operations

Safety Components International, Inc. (“Safety Components” or “Safety”) is an independent supplier of automotive airbag fabric and cushions and technical
fabrics with operations in North America and Europe. Zapata originally purchased its majority interest in Safety in 2003 and accounted for the transaction
under the purchase method of accounting. In the third quarter of 2005, Zapata’s Board of Directors approved a plan to pursue a sale of all of the Company’s
shares of Safety common stock. Based on this approval, the Company determined that this subsidiary substantially met the criteria to report the pending sale
as “Assets Held for Sale” and the subsidiary as “Discontinued Operations” in accordance with accounting rules. As used throughout this document, all
amounts and disclosures related to Safety pertain to “Discontinued Operations.” Zapata closed on the sale of Safety in December 2005.

Operating results of discontinued operations are as follows:
         
  For the Three Months Ended
  March 31,
  2006  2005
  (in thousands)
Revenue from discontinued operations  $ —  $ 58,612 
Income before taxes and minority interest   —   3,077 
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Note 4. Inventories

Inventories are summarized as follows:
         
  March 31, 2006  December 31, 2005 
  (in thousands)  

Fish meal  $ 9,960  $ 14,742 
Fish oil   13,590   21,552 
Fish solubles   441   672 
Unallocated inventory cost pool (including off season costs)   20,510   5,926 
Other materials and supplies   4,562   3,968 

  
 
  

 
 

Total consolidated inventory  $ 49,063  $ 46,860 
  

 

  

 

 

Inventory at March 31, 2006 and December 31, 2005, inventory consists exclusively of Omega Protein and is stated at the lower of cost or market. The
elements of unallocated inventory cost pool include plant and vessel related labor, utilities, rent, repairs and depreciation, to be allocated to inventories
produced through the remainder of 2006.

Note 5. Debt

Long-term debt consisted of the following:
         
  March 31, 2006  December 31, 2005 
  (in thousands)  
U.S. Government guaranteed obligations (Title XI loan) collateralized by a first lien on certain vessels and

certain plant assets:         
Amounts due in installments through 2016, interest from 6.5% to 7.6%  $ 29,178  $ 29,737 
Amounts due in installments through 2014, interest at Eurodollar rates of 5.0% and 4.5% at March 31, 2006

and December 31, 2005, respectively, plus 4.5%   349   359 
Other debt at 6.3% to 7.9% at March 31, 2006 and December 31, 2005, respectively   —   5 

  
 
  

 
 

Total Omega Protein’s debt   29,527   30,101 
Less: current maturities   (2,470)   (2,443)

  
 
  

 
 

Total consolidated long-term debt  $ 27,057  $ 27,658 
  

 

  

 

 

At March 31, 2006 and December 31, 2005, consolidated debt consisted exclusively of the obligations of Omega Protein. Zapata has neither guaranteed nor
otherwise agreed to be liable for the repayment of this debt.

Omega was initially authorized to receive up to $20.6 million in loans under the Title XI program, and has borrowed the entire amount authorized under such
program. The Title XI loans are secured by liens on certain of Omega’s fishing vessels and mortgages on Omega’s Reedville, Virginia and Abbeville,
Louisiana plants. Loans are now available under similar terms pursuant to the Title XI program without intervening lenders.

In September 2004, the United States Department of Commerce Fisheries Finance Program (the “FFP”) approved Omega’s financing application in an
amount not to exceed $14 million (the “Approval Letter”). Borrowings under the Approval Letter are to be used to finance and/or refinance approximately
73% of the actual depreciable cost of Omega’s future fishing vessels refurbishments and capital expenditures relating to shore-side fishing assets, for a term
not to exceed 15 years from inception at interest rates determined by the U.S. Treasury. Final approval for all such future projects requires individual approval
through the Secretary of Commerce, National Oceanic and Atmospheric Administration, and National Marine Fisheries Service (“National Marine Fisheries
Service”). Borrowings under the FFP are required to be evidenced by secured agreements, undertakings, and other documents deemed in the sole discretion of
the National Marine Fisheries Service as necessary to accomplish the intent and purpose of the Approval Letter. Omega is required to comply with customary
National Marine Fisheries Service covenants as well as certain special covenants. In December 2004, Omega submitted a $4.9 million financing request
against the $14 million approval, and subsequently amended that request to include the entire $14 million. Omega closed on the $14 million FFP loan on
October 17, 2005. On December 1, 2005, pursuant to the Title XI program, the United States Department
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of Commerce approved another financing application made by Omega in the amount of $16.4 million. No borrowings have been made from the $16.4 million
commitment.

Omega has a $20 million revolving credit agreement with Bank of America, N.A. (the “Credit Facility”). Borrowings under this facility may be used for
working capital and capital expenditures. The Credit Facility permits Omega to borrow up to $31 million of Title XI loans. The term of the Credit Facility
expires on October 31, 2007, the maximum borrowing availability tied to Omega’s eligible inventory is $12 million and Omega may not generate a net loss
for any two consecutive quarters. The Credit Facility requires that Omega maintain a Fixed Charge Coverage Ratio of 1.25 to 1, as measured on a quarterly
basis using the consolidated results of the four fiscal quarter period ending with the applicable reporting period. A commitment fee of 37.5 basis points per
annum is payable quarterly on the actual daily amount of the availability under the Credit Facility. The applicable interest rate will be adjusted (up or down)
prospectively on a quarterly basis from LIBOR plus 2.00% to LIBOR plus 2.50% or at Omega’s option, Prime minus 0.50% to Prime plus 0.00%, depending
upon the Fixed Charge Coverage Ratio being greater than 2.5 times to less than or equal to 1.5 times, respectively. The Credit Facility is collateralized by all
of Omega’s trade receivables, inventory and equipment. In addition, the Credit Facility does not allow for the payment of cash dividends or stock repurchases.

As of March 31, 2006, Omega was out of compliance with the Ratio of Earnings to Fixed Charges covenant in the Credit Facility. Omega notified the lender
of the covenant non-compliance and received a waiver from the lender.

As of March 31, 2006, Omega had no borrowings outstanding under the Credit Facility. At March 31, 2006 and December 31, 2005, Omega had outstanding
letters of credit under the Credit Facility totaling approximately $3.0 million and $8.0 million, respectively, issued in support of worker’s compensation
insurance programs as of March 31, 2006 and December 31, 2005 and to purchase fish meal from a third party as of December 31, 2005.

Note 6. Earnings Per Share Information

The following table details the potential common shares excluded from the calculation of diluted earnings per share because their assumed proceeds were
greater than the average market price for the period (in thousands, except per share amounts):
         
  For the Three Months Ended  
  March 31,  
  2006   2005  
Potential common shares excluded from the calculation of diluted earnings per share:         

Stock options   228   12 
Weighted average price per share  $ 7.05  $ 10.938 

Note 7. Comprehensive Income

The components of other comprehensive income (loss) are as follows:
         
  Three Months Ended  
  March 31,  
  2006   2005  
  (unaudited)  (unaudited) 
  (in thousands)  
Net income  $ 486  $ 78 
Currency translation adjustment, net of tax effects   (2)   (1)
Effects of discontinued operations   —   (1,623)
  

 
  

 
 

Total comprehensive income (loss)  $ 484  $ (1,546)
  

 

  

 

 

Note 8. Commitments and Contingencies

Litigation

Zapata is involved in litigation relating to claims arising out of its past and current operations in the normal course of business. Zapata maintains insurance
coverage against such potential ordinary course claims in an amount in
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which it believes to be adequate. While the results of any ultimate resolution cannot be predicted, in the opinion of Zapata’s management, based upon
discussions with counsel, any losses resulting from these matters will not have a material adverse effect on Zapata’s results of consolidated operations, cash
flow or financial position.

Environmental Matters

During the third quarter of 2005, Zapata was notified by Weatherford International Inc. (“Weatherford”) of a claim for reimbursement of approximately
$200,000 in connection with the investigation and cleanup of purported environmental contamination at two properties formerly owned by a non-operating
Zapata subsidiary. The claim was made under an indemnification provision given by Zapata to Weatherford in a 1995 asset purchase agreement and relates to
alleged environmental contamination that purportedly existed on the properties prior to the date of the sale.

Weatherford has also advised the Company that it anticipates that further remediation and cleanup may be required, although they have not provided any
information regarding the cost of any such future clean up. Zapata has challenged any responsibility to indemnify Weatherford and is in the process of
retaining its own expert to determine whether the condition is such that it would be required to provide indemnification under the asset purchase agreement,
including, whether the contamination occurred after the sale of the property.

At this time, although it is reasonably possible that some costs could be incurred related to this site, the Company has inadequate information to enable it to
estimate any reasonably possible range of estimated liability relating to these sites beyond the specific amount claimed to date by Weatherford. Further, there
can be no assurance that the Company will not incur material costs and expenses in connection with any further investigation and remediation at the site.

Zapata and its subsidiaries are subject to various possible claims and lawsuits regarding environmental matters in addition to those discussed above. Zapata’s
management believes that costs, if any, related to these matters will not have a material adverse effect on the consolidated results of operations, cash flows or
financial position of the Company.

Guarantees

The Company has applied the disclosure provisions of FASB Interpretation No. 45 (FIN 45), “Guarantor’s Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness of Others,” to its agreements containing guarantee or indemnification clauses. These disclosure
provisions expand those required by SFAS No. 5, “Accounting for Contingencies,” by requiring a guarantor to disclose certain types of guarantees, even if the
likelihood of requiring the guarantor’s performance is remote. The following is a description of arrangements in which the Company is the guarantor.

Throughout its history, the Company has entered into numerous transactions relating to the sale, disposal or spin-off of past operations. Pursuant to certain of
these transactions, the Company may be obligated to indemnify other parties to these agreements. These obligations include indemnifications for losses
incurred by such parties arising out of the operations of such businesses prior to these transactions or the inaccuracy of representations of information
supplied by the Company in connection with such transactions. These indemnification obligations were in effect prior to December 31, 2002 and are therefore
grandfathered under the provisions of FIN No. 45. Accordingly, no liabilities have been recorded for the indemnification clauses in these agreements.

Note 9. Related Party Transactions

Zap.Com Corporation

Since its inception, Zap.Com has utilized the services of the Zapata’s management and staff under a shared services agreement that allocated these costs on a
percentage of time basis. Zap.Com also subleases its office space in Rochester, New York from Zapata. Under the sublease agreement, annual rental payments
are allocated on a cost basis. Zapata has waived its rights under the shared services agreement to be reimbursed for these expenses since May 1, 2000. For the
three months ended March 31, 2006 and 2005, approximately $3,000 and $3,000, respectively, was recorded as contributed capital for these services.
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Other

In February 2005, the Company modified the terms of certain outstanding stock options held by Darcie Glazer and Edward Glazer, to extend the early
termination of the exercise period following Darcie Glazer’s termination of employment with the Company in 2001. Consistent with FASB Interpretation
No. 44, “Accounting for Certain Transactions involving Stock Compensation (an interpretation of APB Opinion No. 25),” the Company recorded a
compensation charge of approximately $353,000 related to this modification.

During 2002, the Company entered into a consulting agreement with its former Chairman of the Board of Directors, Malcolm Glazer. Under the terms of the
agreement, the Company paid Malcolm Glazer $122,500 per month for his services. The agreement also provided for health and other medical benefits for
Mr. Glazer and his wife. The agreement expired according to its term on April 30, 2006. On April 29, 2006, the Board of Directors, following the
recommendation of the Compensation Committee, approved Mr. Glazer's participation in the Company's Senior Executive Retiree Health Care Benefit Plan.
Under the Plan, Mr. Glazer receives health insurance benefits consistent with Zapata's existing benefits available to employees. These benefits are not
material to the Company's consolidated financial position, results of operations or cash flows.

Note 10. Recently Issued Accounting Pronouncements

In November 2004, the FASB issued SFAS No. 151, “Inventory Costs,” which clarifies the accounting for abnormal amounts of idle facility expense, freight,
handling costs, and wasted material. SFAS No. 151 is effective for inventory costs incurred during fiscal years beginning after June 15, 2005. The adoption of
this statement is not expected to have any impact on the Company’s consolidated financial position, results of operations or cash flows.

Note 11. Qualified Defined Benefit Plans

Zapata and Omega Protein have separate and independent noncontributory defined benefit pension plans covering certain U.S. employees. Both Zapata and
Omega’s defined benefit pension plans were frozen as of March 31, 2006. Additionally, Zapata has a supplemental pension plan, which provides
supplemental retirement payments to certain former senior executives of Zapata.

The amounts shown below reflect the consolidated defined benefit pension plan expense for Zapata and Omega Protein, including Zapata’s supplemental
pension plan expense.

Components of Net Periodic Benefit Cost
         
  For the Three Months Ended March 31, 
  2006   2005  
  (in thousands)  
Service cost  $ 13  $ 10 
Interest cost   629   645 
Expected return on plan assets   (714)   (734)
Amortization of transition assets and other deferrals   428   375 
  

 
  

 
 

Net periodic benefit cost  $ 356  $ 296 
  

 

  

 

 

Zapata’s defined benefit pension plan was frozen on January 15, 2006. In accordance with ERISA rules and regulations, new employees after that date will
not be able to participate in the pension plan and further benefits will no longer accrue for existing participants. Additionally, the freezing of the plan caused
the Company to recognize a curtailment loss of approximately $147,000 during the first quarter of 2006, which represents the balance of the unamortized
prior service cost.

Zapata plans to make no contributions to its pension plan or to its supplemental pension plan in 2006. As of March 31, 2006, Omega Protein made no
contributions to its plan. Omega expects to make contributions of $2.6 million to its plan during the remainder of 2006. Omega made no contributions to its
plan during the 2005 fiscal year.
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Note 12. Hurricane Losses

On August 29, 2005, Omega’s Moss Point, Mississippi fish processing facility and adjacent shipyard were severely damaged by Hurricane Katrina. On
September 24, 2005, Omega’s Cameron, Louisiana and the Abbeville, Louisiana fish processing facilities were also severely damaged by Hurricane Rita.
Each of these facilities was non-operational immediately after these weather related events. For the three month period ended March 31, 2006, $241,000 of
additional clean-up costs were recognized.

Note 13. Industry Segment and Geographic Information

The following summarizes certain financial information of each segment for the three months ended March 31, 2006 and 2005:
                             
                  Interest   Income     
      Operating       Depreciation   (Expense)   Tax     
      Income   Total   and   Income,   (Provision)  Capital  
  Revenues   (Loss)   Assets   Amortization  net   Benefit   Expenditures 
Three Months Ended March 31,

2006                             
Omega Protein  $ 28,303  $ 3,416  $ 200,144  $ 3,401  $ (292)  $ (576)  $ 6,534 
Zap.Com   —   (29)   1,775   —   19   —   — 
Corporate   —   (1,489)   92,234   6   816   (298)   — 

  
 
  

 
  

 
  

 
  

 
  

 
  

 
 

  $ 28,303  $ 1,898  $ 294,153  $ 3,407  $ 543  $ (874)  $ 6,534 
  

 

  

 

  

 

  

 

  

 

  

 

  

 

 

                             
Three Months Ended March 31,

2005                             
Omega Protein  $ 23,831  $ 278  $ 189,547  $ 3,330  $ (123)  $ (9)  $ 5,767 
Zap.Com   —   (30)   1,795   —   10   —   — 
Corporate   —   (1,634)   45,519   11   160   440   — 
Discontinued Operations   —   —   123,532   —   —   —   — 

  
 
  

 
  

 
  

 
  

 
  

 
  

 
 

  $ 23,831  $ (1,386)  $ 360,393  $ 3,341  $ 47  $ 431  $ 5,767 
  

 

  

 

  

 

  

 

  

 

  

 

  

 

 

Note 14. Stock Option Plans

Zapata Corporate

Zapata’s Amended and Restated Special Incentive Plan (the “1987 Plan”), which was stockholder approved, provides for the granting of stock options and the
awarding of restricted stock. Under the 1987 Plan, options may be granted at prices equivalent to the market value of the common stock at the date of grant.
Options become exercisable on dates as determined by the Zapata Board of Director’s Compensation Committee, provided that the earliest such date cannot
occur before six months after the date of grant. Unexercised options will expire on varying dates, up to a maximum of ten years from the date of grant. All
options granted vest ratably over three years beginning on the first anniversary of the date of grant and have an exercise price equal to the fair market value of
the stock at grant date. The 1987 Plan provided for the issuance of up to 480,000 shares of the common stock. During 1992, the stockholders approved an
amendment to the 1987 Plan that provided for the automatic grant of a nonqualified stock option to directors of Zapata who are not employees of Zapata or
any subsidiary of Zapata.

On December 5, 1996, the Company’s stockholders approved a long-term incentive plan (the “1996 Plan”). The 1996 Plan provides for the granting of
restricted stock, stock appreciation rights, stock options and other types of awards to key employees of the Company. Under the 1996 Plan, options may be
granted by the Committee at prices equivalent to the market value of the common stock on the date of grant. Options become exercisable in one or more
installments on such dates as the Committee may determine. Unexercised options will expire on varying dates up to a maximum of ten years from the date of
grant. All options granted vest ratably over three years beginning on the first anniversary of the date of grant and have an exercise price equal to the fair
market value of the stock at grant date. The 1996 Plan provides for the issuance of options to purchase up to 4.0 million shares of common stock. During
1999, the stockholders approved an amendment to the 1996 Plan which increased the number of shares available for options granted under the plan to
8,000,000 shares.
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In May 2002, the Stockholders approved specific stock option grants of 8,000 options to each of the six non-employee directors of the Company. These grants
had been approved by the Board of Directors and awarded by the Company in March of 2002. These grants are non-qualified options with a ten year life and
are exercisable in cumulative one-third installments vesting annually beginning on the first anniversary of the date of grant.

Omega Protein

On January 26, 1998, the 1998 Long-Term Incentive Plan of Omega Protein Corporation (the “1998 Incentive Plan”) was approved by Omega’s Board. The
1998 Incentive Plan provides for the grant of any or all of the following types of awards: stock options, stock appreciation rights, stock awards and cash
awards. These options generally vest ratably over three years from the date of grant and expire ten years from the date of grant.

On January 26, 1998, the Non-Management Director Stock Option Plan (the “Directors Plan”) was approved by Omega’s Board. The Directors Plan provides
that the initial Chairman of the Board of Omega be granted options to purchase 568,200 shares of Common Stock and each other initial non-employee
director of Omega will be granted options to purchase 14,200 shares of Common Stock at a price determined by Omega’s Board.

On June 27, 2000, the 1998 Incentive Plan and the Director Plan were amended and restated in their entirety and renamed the 2000 Long-Term Incentive Plan
(“2000 Incentive Plan”), and the 2000 Incentive Plan was approved by Omega’s stockholders. Under the 2000 Incentive Plan, Omega is authorized to issue
shares of Common Stock pursuant to “Awards” granted in various forms, including incentive stock options (intended to qualify under Section 422 of the
Internal Revenue Code of 1986, as amended), non-qualified stock options, and other similar stock-based Awards. The substantive changes from the 1998
Incentive Plan and the Directors Plan in the amendment and restatement of the 2000 Incentive Plan were (a) the 2000 Incentive Plan allows annual option
grant awards of 10,000 shares to each non-employee Director of Omega and (b) the 2000 Incentive Plan allows for the aggregate number of option shares
available for issuance under the plan to equal 25% of the number of shares of Omega common stock outstanding at any time with an absolute maximum of no
more than 15 million shares available for awards at any time. Reference is made to Omega’s 2000 proxy statement for a complete summary of all the
differences among the three plans.

Zap.Com

The Zap.Com 1999 Long-Term Incentive Plan (the “1999 Plan”), which was approved by stockholders, allows Zap.Com to provide awards to existing and
future officers, employees, consultants and directors from time to time. The 1999 Plan is intended to promote the long-term financial interests and growth of
Zap.Com by providing employees, officers, directors, and consultants of Zap.Com with appropriate incentives and rewards to enter into and continue in the
employment of, or relationship with, Zap.Com and to acquire a proprietary interest in the long-term success of Zap.Com. Under the 1999 Plan, 3,000,000
shares of common stock are available for awards. The 1999 Plan provides for the grant of any or all of the following types of awards: stock options, stock
appreciation rights, stock awards, cash awards, or other rights or interests. Allocations of awards are made by the Zap.Com Board of Directors at its sole
discretion within the provisions of the 1999 Plan. Stock options granted under the 1999 Plan are non-qualified options with a five year life and are exercisable
in cumulative one-third installments vesting annually beginning on the first anniversary of the date of grant.

Note 15. Subsequent Event

In April 2006, at the recommendation of the independent Compensation Committee of the Board of Directors of Zapata Corporation (“Zapata”), the Zapata
Board of Directors adopted a senior executive retiree health care benefit plan (the “Plan”). Under the Plan, retired senior executive officers of Zapata who are
elected to their positions by the Board of Directors, and their spouses are eligible to receive health insurance benefits consistent with Zapata’s existing
benefits available to employees, extended after their retirement from Zapata.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Forward-looking statements in this Form 10-Q, future filings by the Company with the Securities and Exchange Commission (“Commission”), the
Company’s press releases and oral statements by authorized officers of the Company are intended to be subject to the safe harbor provisions of the Private
Securities Litigation Reform Act of
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1995. Investors are cautioned that all forward-looking statements involve risks and uncertainty, including without limitation those identified from time to time
in press releases and other communications with stockholders by the Company and the filings made with the Commission by the Company, Omega Protein
Corporation (“Omega Protein” or “Omega”) and Zap.Com Corporation (“Zap.Com”), such as those disclosed under the caption “Risk Factors” appearing in
Item 1A of this Report. The Company believes that forward-looking statements made by it are based on reasonable expectations. However, no assurances can
be given that actual results will not differ materially from those contained in such forward-looking statements. The Company assumes no obligation to update
forward-looking statements or to update the reasons actual results could differ from those projected in the forward-looking statements.

General

Zapata Corporation (“Zapata” or “the Company”) was incorporated in Delaware in 1954 and was reincorporated in Nevada in April 1999. The Company’s
principal executive offices are at 100 Meridian Centre, Suite 350, Rochester, New York 14618. Zapata’s common stock is listed on the New York Stock
Exchange (“NYSE”) and trades under the symbol “ZAP.”

Zapata is a holding company which currently has one operating company, Omega Protein Corporation (“Omega Protein” or “Omega”), in which the Company
had a 58% ownership interest at March 31, 2006. In December 2005, Zapata completed the sale of its 77% ownership interest in Safety Components
International, Inc. (“Safety Components” or “Safety”). Omega Protein trades on the New York Stock Exchange under the symbol “OME” and Safety
Components trades on the over-the counter electronic bulletin board (“OTCBB”) under the symbol “SAFY.” In addition, Zapata owns 98% of Zap.Com
Corporation (“Zap.Com”), which is a public shell company and trades on the OTCBB under the symbol “ZPCM.”

On December 8, 2005, Zapata announced that the Board of Directors had authorized management to seek a buyer for its 58% ownership interest in Omega
Protein. As of the date of this report, no offers have been received and no agreements or understandings have been entered into by the Company relative to
Omega Protein. There can be no assurance, that a satisfactory transaction involving Omega Protein will emerge, the timing of any such transaction, if any, or
whether the transaction will ultimately enhance Zapata stockholder value or how that value will be realized.

Zapata Corporate

In December 2002, the Board of Directors authorized the Company to purchase up to 4.0 million shares of its outstanding common stock in the open market
or privately negotiated transactions. The shares may be purchased from time to time as determined by the Company. Any purchased shares would be placed in
treasury and may subsequently be reissued for general corporate purposes. The repurchases will be made only at such times as are permissible under the
federal securities laws. No time limit has been placed on the duration of the program and no minimum number or value of shares to be repurchased has been
fixed. Zapata reserves the right to discontinue the repurchase program at any time and there can be no assurance that any repurchases will be made. As of the
date of this report, no shares have been repurchased under this program.

Zapata continues to evaluate strategic opportunities for the use of its capital resources, including but not limited to the acquisition of other operating
businesses, the minority interest of controlled subsidiaries, funding of start-up proposals and possible stock repurchases. The Company has not focused and
does not intend to focus its acquisition efforts solely on any particular industry or geographical market. While the Company focuses its attention in the United
States, the Company may investigate acquisition opportunities outside of the United States when management believes that such opportunities might be
attractive. Similarly, the Company does not yet know the structure of any acquisition. The Company may pay consideration in the form of cash, securities of
the Company or a combination of both. The Company may raise capital through the issuance of equity or debt and may utilize non-investment grade
securities as a part of an acquisition strategy. Such investments often involve a high degree of risk and may be considered highly speculative.

As of the date of this report, Zapata is not a party to any agreements related to the acquisition of an operating business, business combination or for the sale or
other transaction related to any of its subsidiaries. There can be no assurance that any of these possible transactions will occur or that they will ultimately be
advantageous to Zapata or enhance Zapata stockholder value.
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Omega Protein

Business. Omega Protein is the largest U.S. producer of protein-rich meal and oil derived from marine sources. Omega’s products are produced from
menhaden (a herring-like fish found in commercial quantities), and includes regular grade and value-added specialty fish meals, crude and refined fish oils
and fish solubles.

Omega produces and sells a variety of protein and oil products derived from menhaden, a species of wild herring-like fish found along the Gulf of Mexico
and Atlantic coasts. The fish is not genetically modified or genetically enhanced. Omega processes several grades of fish meal (regular or “FAQ” meal and
specialty meals), as well as fish oil and fish solubles. Omega’s fish meal products are primarily used as a protein ingredient in animal feed for swine, cattle,
aquaculture and household pets. Fish oil is utilized for animal and aquaculture feeds, industrial applications, additives to human food products and as dietary
supplements. Omega’s fish solubles are sold primarily to livestock feed manufacturers, aquaculture feed manufacturers and for use as an organic fertilizer.

All of Omega’s products contain healthy long-chain Omega-3 fatty acids. Omega-3 fatty acids are commonly referred to as “essential fatty acids” because the
body does not produce them. Instead, essential fatty acids must be obtained from outside sources, such as food or special supplements. Long-chain Omega-3s
are also commonly referred to as a “good fat” for their health benefits, as opposed to the “bad fats” that create or aggravate health conditions through long-
term consumption. Scientific research suggests that long-chain Omega-3s as part of a balanced diet may provide significant benefits for health issues such as
cardiovascular disease, inflammatory conditions and other ailments.

Under its patented production process, Omega produces OmegaPure®, a taste-free, odorless refined fish oil which is the only marine source of long-chain
Omega-3’s directly affirmed by the U.S. Food and Drug Administration (“FDA”) as a food ingredient that is Generally Recognized as Safe (“GRAS”). See
“Omega Protein — Products” in Part I Item 1 of the Company’s Annual Report on Form 10-K for the year ended December 31, 2005.

Omega operates through two material subsidiaries: Omega Protein, Inc. and Omega Shipyard, Inc. Omega Protein, Inc. is Omega’s principal operating
subsidiary for its menhaden processing business and is the successor to a business conducted since 1913. Omega Shipyard, Inc. owns a drydock facility in
Moss Point, Mississippi, which is used to provide shoreside maintenance for Omega’s fishing fleet and, subject to outside demand and excess capacity,
occasionally for third-party vessels. Revenues from shipyard work for third-party vessels for the three month periods ended March 31, 2006 and 2005 were
not material. Omega also has a number of other immaterial direct and indirect subsidiaries.

Prior to 2005, Omega had operated a Mexican subsidiary which had coordinated Omega’s fish meal and oil sales and purchases through a local Mexican sales
office. In 2005, Omega discontinued its use of this Mexican office and consolidated these functions in its Houston, Texas headquarters.

Fishing. During the first quarter of 2006, Omega Protein owned a fleet of 61 fishing vessels and 32 spotter aircraft for use in its fishing operations and also
leased additional aircraft where necessary to facilitate operations. During the 2006 fishing season in the Gulf of Mexico, which runs from mid-April through
October, Omega plans to operate 31 fishing vessels and 28 spotter aircraft. The fishing area in the Gulf is generally located along the Gulf Coast, with a
concentration off the Louisiana and Mississippi coasts. The fishing season along the Atlantic coast begins in early May and usually extends into December.
During the 2006 season, Omega plans to operate 10 fishing vessels and 7 spotter aircraft along the Mid-Atlantic coast, concentrated primarily in and around
Virginia and North Carolina. The remaining fleet of fishing vessels and spotter aircraft are not routinely operated during the fishing season and are back-up to
the active fleet, used for other transportation purposes, inactive or in the process of refurbishment in Omega’s shipyard.

Menhaden usually school in large, tight clusters and are commonly found in warm, shallow waters. Spotter aircraft locate the schools and direct the fishing
vessels to them. The principal fishing vessels transport two 40-foot purse boats, each carrying several fishermen and one end of a 1,500-foot net. The purse
boats encircle the school and capture the fish in the net. The fish are then pumped from the net into refrigerated holds of the fishing vessel or onto a carry
vessel, and then are unloaded at Omega’s processing plants. “Carry vessels” do not engage in active fishing but instead carry fish from Omega’s offshore
fishing vessels to its plants. Utilization of carry vessels increases the
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amount of time that certain of Omega’s fishing vessels remain offshore fishing productive waters and therefore increases Omega’s fish catch per vessel
employed. The carry vessels have reduced crews and crew expenses and incur less maintenance cost than the actual fishing vessels.

Omega’s principal raw material is menhaden, a species of fish that inhabits coastal and inland tidal waters in the United States. Menhaden are undesirable for
direct human consumption due to their small size, prominent bones and high oil content. Certain state agencies, as well as interstate compacts, impose
resource depletion restrictions on menhaden pursuant to fisheries management legislation or regulations and may impose additional legislation or regulations
in the future. For example, in August 2005, the Management Board of the ASMFC approved an addendum to an existing Fishery Management Plan. The
addendum, if it were to be accepted and implemented by the Commonwealth of Virginia as an ASMFC member, would establish an annual cap for a five year
period beginning in 2006 on Omega’s menhaden landings from the Chesapeake Bay in an amount equal to Omega’s average annual landings over a five year
period. Omega estimates that this annual limitation would be approximately 106,000 metric tons. Had the cap been in place for the 2005 fishing season, it
would not have impacted Omega’s 2005 fishing operations in the Chesapeake Bay. However, in this case, the Virginia legislature did not approve the
recommended cap, and the Virginia Attorney General later issued an advisory opinion that the Management Board exceeded its authority when it adopted the
recommended cap. To date, Omega has not experienced any material adverse impact on its fish catch or results of operations as a result of these recommended
restrictions.

Meal and Oil Processing Plants. Omega Protein operates four meal and oil processing plants, two in Louisiana, one in Mississippi and one in Virginia, where
the menhaden are processed into three general products types: fish meal, fish oil and fish solubles. Omega’s processing plants are located in coastal areas near
Omega’s fishing fleet. Annual volume processed varies depending upon menhaden catch. Each plant maintains a dedicated dock to unload fish, fish
processing equipment and storage facility. The fish are unloaded from the fishing vessels into storage boxes and then conveyed into steam cookers. The fish
are then passed through presses to remove most of the oil and water. The solid portions of the fish are dried and ground into fish meal. The liquid that is
produced in the cooking and pressing operations contains oil, water, dissolved protein and some fish solids. This liquid is decanted to remove the water and
solids and is put through a centrifugal oil and water separation process. The separated fish oil is a finished product called crude oil. The separated water and
protein mixture is further processed through evaporators to recover the soluble protein, which can be sold as a finished product or added to the solid portions
of the fish for processing into fish meal.

Shipyard. Omega Protein owns a 49.4 acre shipyard facility in Moss Point, Mississippi which includes two dry docks, each with a capacity of 1,300 tons. The
shipyard is used for routine maintenance and vessel refurbishment on Omega’s fishing vessels and occasionally for shoreside maintenance services to third-
party vessels if excess capacity exists.

Health and Science Center. In October 2004, Omega Protein completed construction and commenced operation of a new Health and Science Center that
provides 100-metric tons per day fish oil processing capacity. The new center is located adjacent to Omega’s Reedville, Virginia processing plant. The food-
grade facility includes state-of-the-art processing equipment and controls that will allow Omega to refine, bleach, fractionate and deodorize its menhaden fish
oil and has more than tripled Omega’s previous refined fish oil production capacity for food grade oils and industrial and feed grade oils. The facility also
provides Omega with automated packaging and on-site refrigerated storage capacity and has a new fully equipped lipids laboratory to enhance the
development of Omega-3 oils and food products.

New Technical Center. Omega also plans to build a new technical center to be located in Houston, Texas to further develop its OmegaPure® food grade
Omega-3 product line. The technical center will have food science application labs, as well as analytical, sensory and pilot plant capabilities. The technical
center will also have a lipids research lab where Omega plans to continue to develop new Omega-3 products that have improved functionality and technical
characteristics. The new facility is expected to be completed by mid-summer 2006.

Hurricane Damages. In August 2005, Omega’s Moss Point, Mississippi fish processing facility and adjacent shipyard were severely damaged by Hurricane
Katrina. In September 2005, Omega’s Cameron, Louisiana and Abbeville, Louisiana fish processing facilities were also severely damaged by Hurricane Rita.
Each of these
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facilities was non-operational immediately after these weather events. The Moss Point, Abbeville and Cameron facilities accounted for approximately 16%,
31% and 22%, respectively, of Omega’s full year 2004 production tonnage, so as an immediate result of the two hurricanes, approximately 70% of Omega’s
operating capacity was impaired and Omega’s business, results of operations and financial condition were materially adversely affected.

Operations at the Moss Point and Abbeville fish processing facilities and the shipyard were re-established in mid-October 2005, but at reduced processing
capabilities. These two facilities returned to full operational status prior to the beginning of the Gulf fishing season in April 2006. Omega is currently
rebuilding its Cameron, Louisiana facility and expects it to be fully operational by mid 2006.

Omega Protein maintains insurance coverage for a variety of these damages, most notably property, inventory and vessel insurance. The nature and extent of
the insurance coverage varies by line of policy and Omega has recorded insurance recoveries as an account receivable based on the preliminary discussions
with insurers and adjusters. Omega anticipates that further recoveries could be available, but such additional recoveries will require further analysis and
discussions with Omega’s insurance carriers. Such recoveries, if any, would be recognized in future periods once they are deemed probable. Omega does not
maintain business interruption insurance in any material amounts due to its high cost and limited availability.

The direct impact of the two hurricanes upon Omega was a loss of physical inventories and physical damage to the plants. Omega estimated its total hurricane
damages at approximately $28.0 million, of which approximately $12.0 million is expected to be recovered under insurance policies ($4.0 million of which
has been received as of March 31, 2006). Therefore, Omega has recognized a $16.0 million loss as of March 31, 2006 due to estimated damages in excess of
insurance recoveries. Of the damage estimate, approximately $2.5 million was related to damaged fish meal inventory and approximately $13.0 million was
related to write-offs of inventory costs that had been allocated to future production that did not occur. Omega did not maintain business interruption insurance
for these types of deferred inventory costs due to its high cost and limited availability. See the Company’s Annual Report on Form 10-K for the year ended
December 31, 2005, Item 8 – Note 13 for additional information on the components of the hurricane related losses. A substantial portion of the amounts listed
are based upon estimates and assumptions. Actual amounts, when available, could differ materially from those estimates and changes to those estimates could
have a material effect on Omega’s future financial statements.

Not included in the amounts listed are the replacement capital costs of property and equipment, which did not have any book basis and were destroyed in the
hurricanes, and the costs of clean up incurred subsequent to March 31, 2006.

As of March 31, 2006, Omega’s four active processing plants, assuming that no hurricane damages had occurred, would have had an aggregate annual
capacity to process approximately 950,000 tons of fish. The previously described hurricane damages reduced the annual aggregate processing capacity to
approximately 600,000 tons as of March 31, 2006. This capacity is expected to return to original pre-hurricane capacity by mid-2006 when the Cameron
facility is expected to be operational.

Because of the damages to Omega’s Cameron, Louisiana facility caused by Hurricane Rita, Omega begun its 2006 fishing season by operating its full
contingent of 31 Gulf of Mexico fishing vessels out of its two operating facilities in Abbeville, Louisiana and Moss Point, Mississippi. Later in the 2006
fishing season when Omega expects that the Cameron, Louisiana plant will be operational, up to 11 vessels will be shifted to Cameron. This plan will
substantially increase the number of vessels at the Abbeville and Moss Point plants to a level that Omega has not operated at previously. Although these two
facilities have adequate processing capacity, Omega believes that fishing efforts may be diminished because increased unloading time due to additional
vessels could keep some vessels off the fishing grounds during the most optimal fishing times. It is possible that other logistical, mechanical or other
manpower constraints arising out of this increased vessel load could also reduce the efficiency of these two plants. To date, Omega has not experienced any
material problems from these issues.

Distribution System. Omega’s distribution system of warehouses, tank storage facilities, vessel loading facilities, trucks, barges and railcars allows Omega to
service customers throughout the United States and also foreign locations. Omega owns and leases warehouses and tank storage space for storage of its
products, generally at terminals along the Mississippi River and Tennessee River. Omega generally contracts with third-party trucking,
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vessel, barge and railcar companies to transport its products to and from warehouses and tank storage facilities and directly to its customers.

Historically, approximately 35% to 40% of Omega’s FAQ grade fish meal was sold on a two-to-twelve-month forward contract basis. The balance of FAQ
grade fish meal and other products was substantially sold on a spot basis through purchase orders. In 2002, Omega began a similar forward sales program for
its specialty grade meals and crude fish oil due to increasing demand for these products. During 2003, 2004 and 2005, approximately 50%, 43% and 70%,
respectively, of Omega’s specialty meals and crude fish oil had been sold on a forward contract basis. As of March 31, 2006, approximately 64% and 86% of
Omega’s 2006 forecasted fish meal and crude fish oil had either been sold or sold forward on a contract basis. The percentage of fish meal and crude fish oil
sold on a forward contract basis will fluctuate from year to year based upon perceived market availability. Omega’s annual revenues are highly dependent on
both annual fish catch and inventories and, in addition, inventory is generally carried over from one year to the next year. Omega determines the level of
inventory to be carried over based on prevailing market prices of the products, and sales volumes that will fluctuate from quarter to quarter and year to year.
Omega’s fish meal products have a useable life of approximately one year from date of production; however, Omega typically attempts to empty its
warehouses of the previous season’s meal products by the second or third month of the new fishing season. Omega’s crude fish oil products do not lose
efficacy unless exposed to oxygen and, therefore, their storage life typically is longer than that of fish meal.

Omega’s annual revenues are highly dependent on both annual fish catch and inventories and, in addition, inventory is generally carried over from one year to
the next year. Omega determines the level of inventory to be carried over based on prevailing market prices of the products and anticipated customer usage
and demand during the off-season. Thus, production volume does not necessarily correlate with sales volume in the same year and sales volumes will
fluctuate from quarter to quarter. Omega’s fish meal products have a useable life of approximately one year from date of production. Practically, however
Omega attempts to empty its warehouses of the previous season’s products by the second or third month of the new fishing season. Omega’s crude fish oil
products do not lose efficacy unless exposed to oxygen and, therefore, their storage life typically is longer than that of fish meal.

The following table sets forth Omega’s revenues by product (in millions) and the approximate percentage of total revenues represented thereby, for the
indicated periods:
                 
  Three Months Ended March 31,  
  2006   2005  
  Revenues   Percent   Revenues   Percent  
Regular Grade  $ 4.4   15.6% $ 4.1   17.2%
Special Select   10.2   36.0   9.9   41.6 
Sea-Lac   2.6   9.2   4.9   20.6 
Crude Oil   8.3   29.3   3.3   13.9 
Refined Oil   2.3   8.1   1.1   4.6 
Fish Solubles   0.5   1.8   0.5   2.1 
  

 
  

 
  

 
  

 
 

Total  $ 28.3   100.0% $ 23.8   100.0%
  

 

  

 

  

 

  

 

 

Customers and Marketing. Most of Omega’s marine protein products are sold directly to about 600 customers by Omega’s agriproducts sales department,
while a smaller amount is sold through independent sales agents. Product inventory was $24.0 million on March 31, 2006 versus $19.4 million as of
March 31, 2005.

Omega’s fish meal is sold primarily to domestic feed producers for utilization as a high-protein ingredient for the swine, aquaculture, dairy and pet food
industries. Fish oil sales primarily involve export markets where the fish oil is used for aquaculture feeds and is refined for use as a hydrogenated edible oil.

Omega’s products are sold both in the U.S. and internationally. International sales consist mainly of fish oil sales to Norway, Canada, Chile and Mexico.
Omega’s sales in these foreign markets are denominated in U.S. dollars and not directly affected by currency fluctuations. Such sales could be adversely
affected by changes in demand resulting from fluctuations in currency exchange rates.
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A number of countries in which Omega currently sells products impose various tariffs and duties, none of which have a significant impact on Omega’s
foreign sales. Certain of these duties are being reduced annually for certain countries under the North American Free Trade Agreement and the Uruguay
Round Agreement of the General Agreement on Tariffs and Trade. In all cases, Omega’s products are shipped to its customers either by FOB shipping point
or CIF terms, and therefore, the customer is responsible for any tariffs, duties or other levies imposed on Omega’s products sold into these markets.

During the off season, Omega fills purchase orders from the inventory it has accumulated during the fishing season or in some cases, by re-selling meal
purchased from other suppliers. Prices for Omega’s products tend to be lower during the fishing season when product is more abundant than in the off season.

Throughout the entire year, prices are often significantly influenced by supply and demand in world markets for competing products, primarily other global
sources of fish meal and oil, and also soybean meal for its fish meal products, and vegetable oils for its fish oil products when used as an alternative.

Quality Control. Omega believes that maintaining high standards of quality in all aspects of its manufacturing operations play an important part in its ability
to attract and retain customers and maintain its competitive position. To that end, Omega has adopted strict quality control systems and procedures designed
to test the quality aspects of its products, such as protein content and digestibility. Omega regularly reviews, updates and modifies these systems and
procedures as appropriate.

Purchases and Sales of Third-Party Meal and Oils. Omega has from time to time purchased fish meal and fish oil from other domestic and international
manufacturers. These purchase and resale transactions have been ancillary to Omega’s base manufacturing and sales business.

Part of Omega’s business plan involves expanding its purchase and resale of other manufacturers’ fish meal and fish oil products. During 2003, 2004 and
2005, Omega’s fish catch and resultant product inventories were reduced, primarily due to adverse weather conditions, and Omega further expanded its
purchase and resales of other fish meals and oils (primarily Panamanian, Peruvian and Mexican fish meal and U.S. menhaden oil). Although operating
margins from these activities are less than the margins typically generated from Omega’s base domestic production, these operations provide Omega with a
source of fish meal and oil to sell into other markets where Omega has not historically had a presence. During 2003, Omega purchased products totaling
approximately 12,500 tons, or approximately 5% of total volume 2003 sales. During 2004, Omega purchased products totaling approximately 17,800 tons, or
approximately 8% of total volume 2004 sales. During 2005, Omega purchased products totaling approximately 16,600 tons, or approximately 8% of total
volume 2005 sales. During the quarter ended March 31, 2006, Omega purchased products totaling approximately 12,000 tons.

Insurance. Omega maintains insurance against physical loss and damage to its assets, coverage against liabilities to third parties it may incur in the course of
its operations, as well as workers’ compensation, United States Longshoremen’s and Harbor Workers’ Compensation Act and Jones Act coverage. Assets are
insured at replacement cost, market value or assessed earning power. Omega’s limits for liability coverage are statutory or $50 million. The $50 million limit
is comprised of several excess liability policies, which are subject to deductibles, underlying limits, annual aggregates and exclusions. Omega believes its
insurance coverage to be in such form, against such risks, for such amounts and subject to such deductibles and self-retentions as are prudent and normal for
its operations. Over the last four years, Omega has elected to increase its deductibles and self-retentions in order to achieve lower insurance premium costs.
These higher deductibles and self-retentions have resulted in greater costs to Omega in the case of Hurricanes Katrina and Rita and will expose Omega to
greater risk of loss if additional future claims occur. In addition, Omega’s cost of insurance for property damage has increased materially and will likely
further increase materially in future years as insurers recoup losses paid and to be paid out in connection with the Katrina and Rita hurricanes by charging
higher premiums. Omega does not maintain business interruption insurance in any material amount due to its high cost and limited availability.

Competition. Omega competes with a small domestic privately-owned menhaden fishing company and with international marine protein and oil producers,
including Mexican sardine processors and South American anchovy processors. In addition, but to a lesser extent, Omega’s marine protein and oil business is
also subject to significant competition from producers of vegetable and other animal protein products and oil products such as Archer Daniels
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Midland and Cargill. Many of these competitors have significantly greater financial resources and more extensive and diversified operations than those of
Omega.

Omega competes on price, quality and performance characteristics of its products, such as protein level and amino acid profile in the case of fish meal. The
principal competition for Omega’s fish meal and fish solubles is from other global production of marine proteins as well as other protein sources such as
soybean meal and other vegetable or animal protein products. Omega believes, however, that these other non-marine sources are not complete substitutes
because fish meal offers nutritional values not contained in such other sources. Other globally produced fish oils provide the primary market competition for
Omega’s fish oil, as well as soybean and grapeseed oil, from time to time.

Fish meal prices have historically borne a relationship to prevailing soybean meal prices (more weakly correlated in recent years), while prices for fish oil are
generally influenced by prices for vegetable fats and oils, such as rope and palm oils. Thus, the prices for Omega’s products are established by worldwide
supply and demand relationships over which Omega has no control and tend to fluctuate significantly over the course of a year and from year to year.

Omega’s principal raw material is menhaden, a species of fish that inhabits coastal and inland tidal waters in the United States. Menhaden are undesirable for
direct human consumption due to their small size, prominent bones and high oil content. Certain state agencies, as well as interstate compacts, impose
resource depletion restrictions on menhaden pursuant to fisheries management legislation or regulations and may impose additional legislation or regulations
in the future. For example, in August 2005, the Management Board of the ASMFC approved an addendum to an existing Fishery Management Plan. The
addendum, if it were to be accepted and implemented by the Commonwealth of Virginia as an ASMFC member, would establish an annual cap for a five year
period beginning in 2006 on Omega’s menhaden landings from the Chesapeake Bay in an amount equal to Omega’s average annual landings over a five year
period. Omega estimates that this annual limitation would be approximately 106,000 metric tons. Had the cap been in place for the 2005 fishing season, it
would not have impacted Omega’s 2005 fishing operations in the Chesapeake Bay. However, in this case, the Virginia legislature did not approve the
recommended cap, and the Virginia Attorney General later issued an advisory opinion that the Management Board exceeded its authority when it adopted the
recommended cap. See Item 1 Omega Protein — Regulation in the Company’s Annual Report on Form 10-K for the year ended December 31, 2005. To date,
Omega has not experienced any material adverse impact on its fish catch or results of operations as a result of these recommended restrictions.

Omega from time to time considers potential transactions including, but not limited to, enhancement of physical facilities to improve production capabilities
and the acquisition of other businesses. Certain of the potential transactions reviewed by Omega would, if completed, result in its entering new lines of
business (generally including certain businesses to which Omega sells its products such as pet food manufacturers, aquaculture feed manufacturers, fertilizer
companies and organic foods distributors), although historically, reviewed opportunities have been generally related in some manner to Omega’s existing
operations or which would have added new protein products to Omega’s product lines. Although Omega does not, as of the date hereof, have any
commitment with respect to a material acquisition, it could enter into such agreement in the future.

Omega carries insurance for certain losses relating to its vessels and Jones Act liability for employees aboard its vessels (collectively, “Vessel Claims
Insurance”). The typical Vessel Claims Insurance policy contains an annual aggregate deductible (“AAD”) for which Omega remains responsible, while the
insurance carrier is responsible for all applicable amounts which exceed the AAD. It is Omega’s policy to accrue current amounts due and record amounts
paid out on each claim. Once payments exceed the AAD, Omega records an insurance receivable for a given policy year.

Seasonal and Quarterly Results. Omega’s menhaden harvesting and processing business is seasonal in nature. Omega generally has higher sales during the
menhaden harvesting season (which includes the second and third quarter of each year) due to increased product availability, but prices during the fishing
season tend to be lower than during the off-season. As a result, Omega’s quarterly operating results have fluctuated in the past and may fluctuate in the future.
In addition, from time to time Omega defers sales of inventory based on worldwide prices for competing products that affect prices for Omega’s products
which may affect comparable period comparisons.
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Zap.Com

Zap.Com is a public shell company which has no business operations other than complying with its reporting requirements under the Exchange Act. From
time to time, Zap.Com considers acquisitions that would result in it becoming an operating company. Zap.Com may also consider developing a new business
suitable for its situation.

Safety Components

Safety Components International, Inc. (“Safety Components” or “Safety”) is an independent supplier of automotive airbag fabric and cushions and technical
fabrics with operations in North America and Europe. Zapata originally purchased its majority interest in Safety in 2003 and accounted for the transaction
under the purchase method of accounting. In the third quarter of 2005, Zapata’s Board of Directors approved a plan to pursue a sale of all of the Company’s
shares of Safety common stock. Based on this approval, the Company determined that this subsidiary substantially met the criteria to report the pending sale
as “Assets Held for Sale” and the subsidiary as “Discontinued Operations” in accordance with accounting rules. As used throughout this document, all
amounts and disclosures related to Safety pertain to “Discontinued Operations.” Zapata closed on the sale of Safety in December 2005.

Consolidated Results of Operations

The following tables summarize Zapata’s consolidating results of operations (in thousands). Certain reclassifications of prior information have been made to
conform to the current presentation.
                 
  Zapata   Omega        
  Corporate   Protein   Zap.Com   Consolidated 
Three Months Ended March 31, 2006                 
Revenues  $ —  $ 28,303  $ —  $ 28,303 
Cost of revenues   —   21,311   —   21,311 
  

 
  

 
  

 
  

 
 

Gross profit   —   6,992   —   6,992 
                 
Operating expense:                 

Selling, general and administrative   1,489   3,336   29   4,854 
Loss resulting from natural disaster, net   —   240   —   240 

  
 
  

 
  

 
  

 
 

Operating (loss) income   (1,489)   3,416   (29)   1,898 
  

 
  

 
  

 
  

 
 

                 
Other income (expense)                 

Interest income   816   232   19   1,067 
Interest expense   —   (524)   —   (524)
Other, net   4   (22)   —   (18)

  
 
  

 
  

 
  

 
 

   820   (314)   19   525 
                 
(Loss) income before income taxes and minority interest   (669)   3,102   (10)   2,423 
                 
Provision for income taxes   (298)   (576)   —   (874)
Minority interest in net loss of consolidated subsidiaries(2)   —   (1,063)   —   (1,063)
  

 
  

 
  

 
  

 
 

Net (loss) income to common stockholders  $ (967)  $ 1,463  $ (10)  $ 486 
  

 

  

 

  

 

  

 

 

                 
Diluted income per share              $ 0.03 
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  Zapata   Omega       Discontinued    
  Corporate   Protein   Zap.Com   Operations(1)  Consolidated 
Three Months Ended March 31, 2005                     
Revenues  $ —  $ 23,831  $ —  $ —  $ 23,831 
Cost of revenues   —   20,775   —   —   20,775 
  

 
  

 
  

 
  

 
  

 
 

Gross profit   —   3,056   —   —   3,056 
                     
Operating expense:                     

Selling, general and administrative   1,634   2,778   30   —   4,442 
  

 
  

 
  

 
  

 
  

 
 

Operating (loss) income   (1,634)   278   (30)   —   (1,386)
  

 
  

 
  

 
  

 
  

 
 

                     
Other income (expense)                     

Interest income   160   143   10   —   313 
Interest expense   —   (266)   —   —   (266)
Other, net   —   (39)   —   —   (39)

  
 
  

 
  

 
  

 
  

 
 

   160   (162)   10   —   8 
                     
(Loss) income before income taxes and minority interest   (1,474)   116   (20)   —   (1,378)
                     
Benefit (provision) for income taxes   440   (9)   —   —   431 
Minority interest in net income of consolidated

subsidiaries(2)   —   (43)   —   —   (43)
  

 
  

 
  

 
  

 
  

 
 

                     
Loss from continuing operations   (1,034)   64   (20)   —   (990)
  

 

  

 

  

 

  

 

  

 

 

                     
Discontinued operations:                     

Income before taxes and minority interest (including loss
on disposal)   —   —   —   3,077   3,077 

(Provision) for income taxes   (577)   —   —   (1,011)   (1,588)
Minority interest (2)   —   —   —   (421)   (421)

Net (loss) income from discontinued operations   (577)   —   —   1,645   1,068 
  

 

  

 

  

 

  

 

  

 

 

                     
Net (loss) income to common stockholders  $ (1,611)  $ 64  $ (20)  $ 1,645  $ 78 
  

 

  

 

  

 

  

 

  

 

 

                     
Diluted income per share                  $ 0.00 
                  

 

 

 

(1)  Results of operations related to Safety Components have been disclosed within discontinued operations in accordance with SFAS No. 144.
 

(2)  Minority interest represents Zapata’s minority stockholders’ interest in the net income (loss) of each segment.

For more information concerning segments, see Note 13 to the Company’s Consolidated Financial Statements included in Item 1 of this Report.

Three Months Ended March 31, 2006 and 2005

Zapata reported consolidated net income of $486,000 or $0.03 per diluted share on consolidated revenues of $28.3 million for the three months ended
March 31, 2006 as compared to consolidated net income of $78,000 or $0.00 per diluted share on consolidated revenues of $23.8 million for the three months
ended March 31, 2005. On a consolidated basis, the increase in revenue resulted from increases at Omega Protein. The increase in net income resulted
primarily from an increase in income recognized by Omega and an increase in interest income recognized by Zapata Corporate, largely offset by the lack of
consolidation of Safety Components during the quarter ended March 31, 2006 as compared to the same period of the prior year. Safety’s operating results
have not been consolidated since the completion of the sale.
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The following is a more detailed discussion of Zapata’s consolidated operating results:

Revenues from continuing operations. Consolidated revenues increased $4.5 million from $23.8 million for the three months ended March 31, 2005 to
$28.3 million for the three months ended March 31, 2006. This increase was attributable to increased revenues at Omega Protein. Omega’s increase was
primarily due to a 123% increase in sales volumes of the fish oil, partially offset by a 17% decline in fishmeal sales volumes. Additionally, Omega
experienced an 11% and 9% increase in sales prices of fish meal and fish oil, respectively. Omega experienced a $2.8 million increase in revenues due to
increased sales prices and a $1.9 million increase in revenues due to sales volumes of fish oil.

Cost of revenues from continuing operations. Zapata’s consolidated cost of revenues, including depreciation and amortization, for the three months ended
March 31, 2006 was $21.3 million, a $536,000 increase from $20.8 million for the comparable period of the prior year. This increase resulted from an
increase at Omega Protein. Omega’s cost of sales as a percentage of revenues decreased 12% to 75% for the quarter ended March 31, 2006. The decrease in
cost of sales as a percentage of revenues was due to higher sales prices for the current quarter.

Selling, general and administrative from continuing operations. Consolidated selling, general, and administrative expenses increased $412,000 from
$4.4 million for the three months ended March 31, 2005 to $4.9 million for the three months ended March 31, 2006. This increase was attributable to
increased selling, general and administrative expenses at Omega Protein of $558,000, partially offset by a decrease at Zapata Corporate of $145,000. Omega’s
increase was attributable primarily to increased consulting expenditures relating to its governmental relations program and other consulting expenditures
relating to hurricane insurance recovery efforts. Zapata Corporate’s decrease was primarily attributable to a compensation charge of approximately $353,000
related to a stock-option modification in February of 2005, partially offset by a curtailment loss of approximately $147,000 in January 2006 related to the
freezing of the Zapata qualified defined benefit pension plan.

Selling, general and administrative expenses for the three months ended March 31, 2006 included $44,000 of share-based compensation costs. The total
income tax benefit recognized in the income statement for share-based compensation arrangements was $14,000 for the three months ended March 31, 2006.
As of March 31, 2006 there was $184,000 of total unrecognized compensation cost related to nonvested share-based compensation that is expected to be
recognized over a weighted average period of 1.7 years. Based on current grants, total share-based compensation cost for fiscal year 2006 is expected to be
$165,000.

In May 2005, Omega accelerated the vesting of all unvested, out-of-the-money, explicit service period stock options granted under Omega’s 2000 Long-Term
Incentive Plan. The purpose of accelerating vesting was to eliminate future compensation expense that Omega would otherwise recognize in its Statement of
Operations with respect to these accelerated stock options upon the adoption by Omega of SFAS No. 123R. A stock option was considered “out-of-the-
money” if the stock option exercise price was greater than $6.04, which was the closing price of Omega’s common stock on the New York Stock Exchange on
May 5, 2005. As a result of this action, stock options to purchase 390,000 shares of Omega’s common stock became immediately exercisable. The vesting
created a modification of stock options; however, there was no impact on the fair value of the options. The weighted average exercise price of all the
accelerated stock options was $9.98.

Loss resulting from natural disaster. For the current quarter ended March 31, 2006, Omega Protein incurred losses of $241,000 relating to damages incurred
at its Moss Point, Mississippi fish processing facility and adjacent shipyard from Hurricane Katrina, and damages incurred at its Cameron and Abbeville,
Louisiana fish processing facilities from Hurricane Rita. These costs primarily relate to clean up costs incurred during the current quarter.

Interest income from continuing operations. Consolidated interest income increased $754,000 from $313,000 for the three months ended March 31, 2005 to
$1.1 million for the current quarter. This increase was primarily related to an increase of $656,000 at Zapata Corporate resulting from higher interest rates on
investment and an increase in cash balanced available for investment after selling its common stock holdings in Safety Components. In addition, Omega
Protein’s interest income increased $89,000 for the current quarter ended March 31, 2006 as compared to the quarter ended March 31, 2005, primarily due to
higher returns on cash and cash equivalents.

27



Table of Contents

Interest expense from continuing operations. Interest expense increased $258,000 for the current quarter ended March 31, 2006 as compared to the quarter
ended March 31, 2005, primarily due to interest associated with the additional $14.0 million in debt that Omega Protein obtained in October 2005.

Minority interest from continuing operations. Minority interest from the consolidated statements of operations represents the minority stockholders’ interest
in the net income of the Company’s subsidiaries (approximately 42% of Omega Protein and approximately 2% of Zap.Com). For the three months ended
March 31, 2006, minority interest was a $1.1 million reduction to net income for the minority interest’s share of Omega Protein and Zap.Com as compared to
$43,000 for the three months ended March 31, 2005.

Income taxes from continuing operations. The Company recorded a consolidated provision for income taxes of $874,000 for the three months ended
March 31, 2006 as compared to a benefit of $431,000 for the comparable period of the prior year. On a consolidated basis, the change from a benefit to a
provision for income taxes was primarily attributable to an increase in net income recognized at Omega, partially offset by a decrease in losses recognized by
Zapata Corporate.

For all periods in which any of the Company’s subsidiaries are consolidated for book purposes and not consolidated for tax purposes, Zapata will recognize a
provision or benefit to reflect the increase or decrease in the difference between the Company’s book and tax basis in each subsidiary. The provision or benefit
will be equal to the sum of the Company’s tax effected proportionate share of each subsidiary’s net income or loss. For example, during periods where a
subsidiary recognizes net income, the Company’s consolidated provision for income taxes will include our subsidiary’s tax provision in addition to a
provision for the Company’s tax effected proportionate share of the subsidiary’s net income. Accordingly, the Company’s effective tax rate for each period
can vary significantly depending on the changes in the underlying difference between the Company’s book and tax basis in its subsidiaries.

Net income from discontinued operations. Pursuant to the Zapata Board of Directors’ approval of the plan to sell the Company’s shares of Safety
Components and the subsequent sale of these shares to the WLR Recovery Funds, all operating results related to Safety have been reclassified and included in
discontinued operations. For the three months ended March 31, 2005, net income from discontinued operations was $1.6 million. Because the sale closed on
December 2, 2005, no amounts related to discontinued operations were included in the three months ended March 31, 2006.

Liquidity and Capital Resources

Zapata, Omega Protein and Zap.Com are separate public companies. Accordingly, the capital resources and liquidity of Omega Protein and Zap.Com are
legally independent of Zapata. The working capital and other assets of Omega Protein and Zap.Com are dedicated to their respective operations and are not
expected to be readily available for the general corporate purposes of Zapata, except for any dividends that may be declared and paid to their respective
stockholders. Omega Protein’s credit facilities currently prohibit any dividends from being declared or paid with respect to its respective outstanding capital
stock, including the shares held by Zapata. For all periods presented in this Report, Zapata has not received any dividends from any of its consolidated
subsidiaries.

As of March 31, 2006, the Company’s consolidated contractual obligations and other commercial commitments have not changed materially from those set
forth in the Company’s Annual Report on Form 10-K for the year ended December 31, 2005.

Zapata Corporate

Because Zapata does not guarantee or otherwise assume the liabilities of Omega Protein or Zap.Com or have any investment commitments to these majority
and formerly-owned subsidiaries, it is useful to separately review the cash obligations of Zapata exclusive of its majority-owned subsidiaries.

Zapata Corporate’s liquidity needs are primarily for operating expenses, litigation, insurance costs and possible Zapata stock repurchases. Zapata Corporate
may also invest a significant portion of its cash and cash equivalents in the purchase of companies.
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As of March 31, 2006, Zapata Corporate’s contractual obligations and other commercial commitments have not changed materially from those set forth in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2005.

Zapata Corporate’s current source of liquidity is its cash and cash equivalents and the interest income it earns on these funds. Zapata expects these assets to
continue to be a source of liquidity except to the extent that they may be used to fund any acquisitions of companies, the minority interest of controlled
subsidiaries, or repurchases of Zapata stock. Zapata Corporate’s investments consist of U.S. Government agency securities and cash equivalents. As of
March 31, 2006, Zapata Corporate’s cash and cash equivalents were $74.6 million as compared to $75.3 million as of December 31, 2005. This decline
resulted primarily from cash used by Zapata Corporate’s operations.

In addition to its cash, cash equivalents, and interest income, Zapata Corporate has a potential secondary source of liquidity from dividends declared by
Omega Protein or Zap.Com, provided a consent is obtained from their lenders. Also, the sale of the Company’s holdings of common stock in these
subsidiaries could provide another secondary source of liquidity. These holdings constitute “restricted stock” under SEC Rule 144 and may only be sold in the
public market pursuant to an effective registration statement under the Securities Act of 1933 and under any required state securities laws or pursuant to an
available exemption. These and other securities law restrictions could prevent or delay any sale by Zapata of these securities or reduce the amount of proceeds
that might otherwise be realized therefrom. Currently, all of Zapata’s equity securities holdings are eligible for sale under Rule 144. Zapata also has demand
and piggyback registration rights for its Omega Protein and Zap.Com shares. The low trading volumes for Omega Protein and Zap.Com common stock may
make it difficult for Zapata to sell any significant number of shares in the public market other than pursuant to an underwritten offering.

Zapata management believes that, based on current levels of operations and anticipated growth, cash flow from operations, together with other available
sources of funds, will be adequate to fund its operational and capital requirements for at least the next twelve months. Depending on the size and terms of
future acquisitions of operating companies or of the minority interest of controlled subsidiaries, Zapata may raise additional capital through the issuance of
equity or debt. There is no assurance, however, that such capital will be available at the time, in the amounts necessary or with terms satisfactory to Zapata.

Off-Balance Sheet Arrangements

As of March 31, 2006, the Company’s off-balance sheet arrangements have not changed materially from those set forth in the Company’s Annual Report on
Form 10-K for the year ended December 31, 2005.

Summary of Cash Flows

The following table summarizes Zapata’s consolidating cash flow information (in thousands):
                 
  Zapata   Omega        
  Corporate   Protein   Zap.Com   Consolidated 
Three Months Ended March 31, 2006                 
 
Cash (used in) provided by                 
Operating activities  $ (861)  $ 2,701  $ (2)  $ 1,838 
Investing activities   —   (4,534)   —   (4,534)
Financing activities   190   (501)   —   (311)
Effect of exchange rate changes on cash and cash equivalents   —   (3)   —   (3)
  

 
  

 
  

 
  

 
 

Net decrease in cash and cash equivalents  $ (671)  $ (2,337)  $ (2)  $ (3,010)
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  Zapata   Omega       Safety     
  Corporate   Protein   Zap.Com   Components  Consolidated 
Three Months Ended March 31, 2005                     
 
Cash (used in) provided by                     
Operating activities  $ (1,065)  $ 905  $ (28)  $ 2,781  $ 2,593 
Investing activities   —   (5,767)   —   (638)   (6,405)
Financing activities   —   (191)   —   2,987   2,796 
Effect of exchange rate changes on cash and cash equivalents   —   (1)   —   (1,007)   (1,008)
  

 
  

 
  

 
  

 
  

 
 

Net (decrease) increase in cash and cash equivalents  $ (1,065)  $ (5,054)  $ (28)  $ 4,123  $ (2,024)
  

 

  

 

  

 

  

 

  

 

 

Net cash provided by operating activities. Consolidated cash provided by operating activities was $1.8 million and $2.6 million for the three months ended
March 31, 2006 and 2005, respectively. The decrease in consolidated cash provided by operating activities resulted primarily from the sale of Safety
Components, partially offset by increases in cash provided by Omega Protein’s operating activities related to receivables and net income.

Net cash used in investing activities. Consolidated cash used in investing activities was $4.5 million and $6.4 million for the three months ended March 31,
2006 and 2005, respectively. The decrease resulted from the sale of Safety Components and from a decrease in cash used in investing activities at Omega
Protein. Omega’s investing activities for the three months ended March 31, 2006 included the receipt of $2.0 million in insurance proceeds related to
Hurricanes Katrina and Rita, partially offset by an increase in capital expenditures. In addition to any future capital expenditures related to the replacement or
repair of property and equipment due to Hurricanes Katrina and Rita, Omega Protein anticipates making approximately $8 million in capital expenditures in
2006, which will be used to refurbish vessels, plant assets and to repair certain equipment. Omega’s capital expenditures totaled $6.5 million in the first
quarter of 2006.

Net cash used in financing activities. Consolidated cash used in financing activities was $311,000 for the three months ended March 31, 2006 as compared to
$2.8 million of cash provided by financing activities for the three months ended March 31, 2005. This change resulted primarily from Zapata’s sale of Safety
Components and ceasing to consolidate Safety’s cash flow information.

Recent Accounting Pronouncements

In November 2004, the FASB issued SFAS No. 151, “Inventory Costs,” which clarifies the accounting for abnormal amounts of idle facility expense, freight,
handling costs, and wasted material. SFAS No. 151 is effective for inventory costs incurred during fiscal years beginning after June 15, 2005. The adoption of
this statement is not expected to have any impact on the Company’s consolidated financial position, results of operations or cash flows.

Critical Accounting Policies and Estimates

As of March 31, 2006, the Company’s consolidated critical accounting policies and estimates have not changed materially from those set forth in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2005.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

Equity Price Risk. As the Company considers its holdings of Omega Protein and Zap.Com common stock to be a potential source of secondary liquidity, the
Company is subject to equity price risk to the extent of fluctuations in the market prices and trading volumes of these securities. Fluctuation in the market
price of a security may result from perceived changes in the underlying economic characteristics of the investee, the relative price of alternative investments
and general market conditions. Furthermore, amounts realized in the sale of a particular security may be affected by the relative quantity of the security being
sold.

Interest Rate Risk. Zapata Corporate and Zap.Com hold investment grade securities which may include a mix of U.S. Government or Government agency
obligations, certificates of deposit, money market deposits and commercial paper rated A-1 or P-1. In addition, Omega Protein holds certificates of deposit
and commercial quality grade investments
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rated A-2 P-2 or better with companies and financial institutions. As the majority of the Company’s consolidated investment grade securities constitute short-
term U.S. Government agency securities, the Company does not believe that the value of these instruments have a material exposure to interest rate risk.
However, changes in interest rates do affect the investment income the Company earns on its cash equivalents and marketable securities and, therefore,
impacts its cash flows and results of operations. Accordingly, there is inherent roll-over risk for the Company’s investment grade securities as they mature and
are renewed at current market rates. Using the Company’s consolidated investment grade security balance of $100.4 million at March 31, 2006 as a
hypothetical constant cash balance, an adverse change of 1% in interest rates would decrease interest income by approximately $251,000 during a three-
month period.

Market Risk. Omega Protein is exposed to minimal market risk associated with interest rate movements on its borrowings. A one percent increase or decrease
in the levels of interest rates on such borrowings would not result in a material change to the Company’s results of operations.

Currency Exchange Rates and Forward Contracts. Although Omega Protein sells products in foreign countries, all of Omega’s revenues are billed and paid
for in US dollars. As a result, Omega’s management does not believe that it is exposed to any significant foreign country currency exchange risk, and Omega
does not utilize market risk sensitive instruments to manage its exposure to this risk.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

The Company maintains disclosure controls and procedures that are designed to ensure that information required to be disclosed in the reports that the
Company files or submits under the Securities and Exchange Act is recorded, processed, summarized, and reported within the time periods specified in the
SEC’s rules and forms, and that such information is accumulated and communicated to the Company’s management, including its Chief Executive Officer
and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosures.

An evaluation was performed under the supervision of the Company’s management, including the Chief Executive Officer (CEO) and Chief Financial Officer
(CFO), of the effectiveness of the design and operation of the Company’s disclosure controls and procedures (as defined in Securities Exchange Act of 1934
(the “Exchange Act”) Rules 13a-15(e) and 15d-15(e)) as of the end of the period covered by this report. Based upon this evaluation as of March 31, 2005, the
Chief Executive Officer and Chief Financial Officer concluded that the Company’s disclosure controls and procedures were not effective for the reasons more
fully described below related to the unremediated material weakness in the Company’s internal control over financial reporting identified during the
Company’s evaluation pursuant to Section 404 of the Sarbanes-Oxley Act of 2002 as of the year ended December 31, 2005. To address this control weakness,
the Company performed additional analysis and performed other procedures in order to prepare the unaudited quarterly consolidated financial statements in
accordance with generally accepted accounting principles in the United States of America. Accordingly, management believes that the consolidated financial
statements included in this Quarterly Report on Form 10-Q fairly present, in all material respects, our financial condition, results of operations and cash flows
for the periods presented.

Management’s assessment determined that as of December 31, 2005, the Company did not maintain effective controls over the application and monitoring of
its accounting for income taxes. Specifically, we did not have controls designed and in place to ensure the accuracy and completeness of financial information
provided to the Company by third party tax advisors used in accounting for income taxes and the determination of current income taxes payable, deferred
income tax assets and liabilities and the related income tax provision (benefit) and the review and evaluation of the application of generally accepted
accounting principles relating to accounting for income taxes. This control deficiency resulted in the restatement of the Company’s consolidated financial
statements for quarter ended September 30, 2005. Additionally, this control deficiency could result in a material misstatement of the aforementioned accounts
that would result in a material misstatement to annual or interim financial statements that would not be prevented or detected. Accordingly, management
determined that this control deficiency constituted a material weakness.
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This section of Item 4, “Controls and Procedures,” should be read in conjunction with Item 9A, “Controls and Procedures,” included in the Company’s Form
10-K for the year ended December 31, 2005, for additional information on Management’s Report on Internal Controls Over Financial Reporting.

Remediation Plans for Material Weakness in Internal Control over Financial Reporting

The Company is implementing enhancements to its internal control over financial reporting to provide reasonable assurance that errors and control
deficiencies in its accounting for income taxes will not recur. These enhancements are expected to include improving our knowledge of accounting for income
taxes which should enhance our ability to review and evaluate the tax financial information prepared by our outside tax advisors which supports the
Company’s quarterly tax provision. Additionally, the Company will engage our outside tax advisors in a more robust quarterly discussion which should
improve the review and oversight process relating to the internal controls over the Company’s accounting for income taxes.

These enhancements have begun during the first quarter of 2006 and will continue to occur on an ongoing basis. Notwithstanding the foregoing, there can be
no assurance that the Company’s disclosure controls and procedures will detect or uncover all failures of persons within the Company and its consolidated
subsidiaries to disclose material information otherwise required to be set forth in the Company’s periodic reports. There are inherent limitations to the
effectiveness of any system of disclosure controls and procedures, including the possibility of human error and the circumvention or overriding of the controls
and procedures. Accordingly, even effective disclosure controls and procedures can only provide reasonable, not absolute, assurance of achieving their control
objectives.

Internal Control Over Financial Reporting.

Except as otherwise discussed herein, there have been no changes in the Company’s internal control over financial reporting during the most recently
completed fiscal quarter that have materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.

PART II. OTHER INFORMATION

Item 1. Legal Proceedings

None.

Item 1A. Risk Factors

As of March 31, 2006, the Company’s risk factors have not changed materially from the risk factors previously disclosed in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2005.

Item 2. Unregistered Sales of Securities and Use of Proceeds

          None.

Item 3. Defaults upon Senior Securities

          None.

Item 4. Submission of Matters to a Vote of Security Holders

          None.

Item 5. Other Information

          None.

Item 6. Exhibits

     (a) Exhibits
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 31.1  Certification of CEO Pursuant to Rule 13a-14 or 15d-14 of the Securities Exchange Act of 1934, as Adopted Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

 

 31.2  Certification of CFO Pursuant to Rule 13a-14 or 15d-14 of the Securities Exchange Act of 1934, as Adopted Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

 

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

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

 
 

 
ZAPATA CORPORATION
(Registrant)  

 

       
Dated: May 9, 2006  By: /s/ Leonard DiSalvo

 

  
    (Vice President— Finance and Chief   
    Financial Officer)   
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Exhibit 31.1

CERTIFICATION PURSUANT TO RULE 13A-14 OR 15D-14 OF THE SECURITIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE

SARBANES-OXLEY ACT OF 2002

I, Avram A. Glazer, certify that:

 1.  I have reviewed this quarterly report on Form 10-Q of Zapata 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 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.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 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) Designed such internal control over financial reporting or caused such internal control over financial reporting to be designed under our
supervision, 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;

(c) Evaluated 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 in this report any change in the registrant’s internal 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’s internal control over financial reporting; and

 5.  The registrant’s other certifying officer(s) and I 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 weaknesses in 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’s internal
control over financial reporting.

Date: May 9, 2006
   
/s/ Avram A. Glazer
 

  
Avram A. Glazer
President and CEO   

 



 

Exhibit 31.2

CERTIFICATION PURSUANT TO RULE 13A-14 OR 15D-14 OF THE SECURITIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE

SARBANES-OXLEY ACT OF 2002

I, Leonard DiSalvo, certify that:

 1.  I have reviewed this quarterly report on Form 10-Q of Zapata 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 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.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 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) Designed such internal control over financial reporting or caused such internal control over financial reporting to be designed under our
supervision, 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;

(c) Evaluated 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 in this report any change in the registrant’s internal 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’s internal control over financial reporting; and

 5.  The registrant’s other certifying officer(s) and I 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 weaknesses in 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’s internal
control over financial reporting.

Date: May 9, 2006
   
/s/ Leonard DiSalvo
 

  
Leonard DiSalvo
Vice President — Finance and CFO   

 



 

Exhibit 32.1

CERTIFICATION OF CEO PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Zapata Corporation (the “Company”) on Form 10-Q for the period ending March 31, 2006 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Avram A. Glazer, as Chief Executive Officer of the Company, hereby certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 to the best of my knowledge, that:

 (1)  The Report fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934; and
 

 (2)  The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.
   
/s/ Avram A. Glazer
 

  
Avram A. Glazer
Chairman of the Board, President and Chief Executive Officer 
May 9, 2006   

This Certification accompanies this Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not be deemed filed by the Company for
purposes of Section 18 of the Securities Exchange Act of 1934, as amended.

 



 

Exhibit 32.2

CERTIFICATION OF CFO PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Zapata Corporation (the “Company”) on Form 10-Q for the period ending March 31, 2006 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Leonard DiSalvo, as Chief Financial Officer of the Company, hereby certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 to the best of my knowledge, that:

 (1)  The Report fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934; and
 

 (2)  The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.
   
/s/ Leonard DiSalvo
 

  
Leonard DiSalvo
Vice President – Finance and Chief Financial Officer  
May 9, 2006   

This Certification accompanies this Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not be deemed filed by the Company for
purposes of Section 18 of the Securities Exchange Act of 1934, as amended.

 


