MGP INGREDIENTS ANNOUNCES
FISCAL 2006 THIRD QUARTER RESULTS

Highlights:

* Total revenues increase 12% vs. year-ago quarter to $79.4 million

+ Basic EPS of $0.13 compared with $0.10 in year-ago quarter

e Distillery revenues rise 22% over year-ago quarter

 Higher natural gas prices restrain third quarter distillery profits

« Higher third quarter wheat prices impact profits in ingredients segment
e Strong fourth quarter anticipated based on current assumptions

ATCHISON, Kan., May 10, 2006 --MGP Ingredients, Inc. (Nasdaq/MGPI) today reported net
income of $2,083,000, or $0.13 in basic earnings per share, for the third quarter, which
ended March 31, 2006. This compares with net income of $1,627,000, or $0.10 per share,
for the third quarter of fiscal 2005. Net sales in the current year's third quarter totaled
$79,422,000, an increase of 12 percent above net sales of $71,186,000 in the prior year
period. The improvement in total revenue compared to a year ago resulted from increased
sales in the distillery products segment. Distillery products sales rose by $10.2 million, or
22 percent, above distillery sales in the third quarter of fiscal 2005. Total ingredients sales
declined by $1.9 million, or 8 percent, compared to last year's third quarter.

"As in the first two quarters of this fiscal year, our gains in the third quarter were driven by
our distillery products segment, where the fundamentals remain strong," said Ladd
Seaberg, president and chief executive officer. "Although we essentially are producing at
our total maximum distillery capacity rate of approximately 110 million gallons annually, we
anticipate an even greater profit contribution from this segment in our fourth quarter due to
strengthened alcohol pricing and lower natural gas prices. As a result, we anticipate that
our total fourth quarter operating income will be at least equal to our total operating
income for the first nine months of the fiscal year. This forward-looking statement assumes
that we can maintain current alcohol production levels, that wheat prices don't increase
more than anticipated, that sales of specialty ingredients meet expectations for the quarter
and that natural gas prices remain at or below current levels."

Seaberg noted that "a significant percentage of our fuel grade alcohol sales are made
pursuant to contracts of from six to nine months duration. In line with this practice, at April
1, 2006 we had contracted a sizeable portion of our total current alcohol capacity to
customers in the fuel alcohol area through the end of calendar 2006. Consistent with
forward market activity, these contracts are at prices higher than previous contracts which
were in effect during all or part of the third quarter."”

Seaberg went on to say that "while we have experienced significant increases in fuel
alcohol prices, we have also seen price improvements in the food grade alcohol area. We
have been in the food grade alcohol business for over 60 years and intend to maintain a
solid presence in the food grade area. We have longstanding relationships with our food
grade customers, whose needs we remain committed to serving."

The company continued to feel the effects of higher energy costs in the third quarter,
affecting operating income in the distillery segment and, to a lesser extent, contributing to
a loss in the company's ingredients segment. The primary cause was a 62 percent increase
in the average price of natural gas, contributing to a $7.6 million, or 66 percent, rise in the
company's cost of natural gas over the third quarter of fiscal 2005.



Third quarter profitability in the ingredients segment was adversely affected by lower unit
sales and reduced prices for certain higher valued specialty ingredients for both food and
non-food applications compared to a year ago. Profitability in this segment was further
affected by higher raw material prices for wheat, a major cost component. Wheat prices for
the quarter averaged 13 percent higher than the prior-year period.

"We are taking a close look at our ingredients segment in an effort to produce a more
profitable product mix, especially in light of higher wheat costs," Seaberg said. "Our goal
in this area is to concentrate on growing specific high end, highly functional specialty
ingredients. Simultaneously, we will strive to reduce the adverse impact that sales of lower
valued commodity wheat gluten and starches have on our bottom line." While sales of
commodity starches increased in the current year's third quarter compared to a year ago,
sales of commodity wheat gluten declined.

Segment Results

The following is a summary of revenues and pre-tax profits/(loss) allocated to each
operating segment for the three months and nine months ended March 31, 2006 and 2005.
Interest expense, investment income and other general miscellaneous expenses are
classified as corporate.

Third Quarter Third Quarter Nine Months Nine Months
Fiscal 2006 Fiscal 2005 Fiscal 2006 Fiscal 2005

(In Thousands)
Ingredients
Net Sales $22,324 $24,245 $66,786 $65,859
Pre-Tax Income (2,175) (941) (4,568) (2,741)
Distillery Products
Net Sales $57,098 $46,941 $165,353 $135,369
Pre-Tax Income 5,831 3,576 16,636 8,751
Corporate (836) (275) (1,818) (1,093)

Distillery Products Segment - Q3 Highlights

Total sales of distillery products in the third quarter of fiscal 2006 rose by approximately
$10.2 million, or 22 percent, compared to the third quarter of fiscal 2005. This improvement
was principally due to a $6.4 million, or 43 percent, increase in sales of food grade alcohol
and a $3.7 million, or 15 percent, increase in sales of fuel grade alcohol. In the food
grade area, sales of alcohol for industrial applications rose by $4.7 million, or nearly 45
percent, and sales of alcohol for beverage applications rose by approximately $1.6 million,
or 37 percent, due to improved prices and increased unit sales compared to a year ago.
The increased sales of fuel grade alcohol also resulted from higher average selling prices,
which offset a decrease in unit sales. Sales of distillers feed, the principal by-product of
the alcohol production process, were slightly higher than year-ago levels. This
improvement was due to higher unit sales resulting from increased alcohol production as
prices for distillers feed declined from a year ago.

Ingredients Segment - Q3 Highlights

Total ingredient sales in the third quarter of fiscal 2006 decreased by approximately $1.9
million, or 8 percent, compared to the prior year's third quarter. This principally was due to
a decline of nearly $500,000, or 5 percent, in sales of specialty ingredients for food
applications and a decrease of $1.2 million, or 15 percent, in sales of specialty ingredients
for non-food applications, principally the MGPI Chewtex(TM) line of pet-related ingredients.

The decrease in sales of specialty ingredients for food applications compared to a year
ago was mainly due to reduced sales of Fibersym(TM) resistant starches and Arise® wheat
protein isolates. Higher sales of Wheatex® textured wheat proteins and certain Pregel(TM)
specialty starches partially offset these reductions.

As part of food-related sales, commodity ingredient sales declined by approximately
$800,000, or 19 percent, compared with the prior year quarter. Sales of mill feed and other



mill products rose by nearly $600,000, or 265 percent.
Results for Nine Months

For the first nine months of fiscal 2006, the company had net income of $6,632,000, or
$0.41 in basic earnings per share, on sales of $232,139,000, compared with net income of
$3,272,000, or $0.20 per share, on sales of $201,228,000 for the first nine months of fiscal
2005. This improvement was primarily due to a 22 percent increase in distillery products
sales, which resulted from higher unit sales of food grade alcohol and increased prices for
both food grade and fuel grade alcohol. Ingredients sales increased just over 1 percent in
the first nine months of fiscal 2006 compared to the year-ago period. Food ingredient sales
increased more than 5 percent, while sales of ingredients for non-food applications, mainly
related to pet products, declined by 13 percent.

The company's total operating income of $10.4 million for the nine months of fiscal 2006
compares favorably to the $5.1 million in the same period a year ago. Pre-tax income for
the distillery segment increased by $7.9 million, or 90 percent, over the prior year. The
pre-tax loss in the ingredients segment for the first nine months of fiscal 2006 was $1.8
million, or 67 percent, higher than the pre-tax loss incurred to the same period in fiscal
2005.

Outlook

Seaberg commented, "During our fourth quarter, we expect our distillery operations will
benefit from both higher selling prices and lower energy costs. Demand in the alcohol
industry is expected to remain strong in the coming fiscal year, which bodes well for
favorable alcohol pricing. Given the current environment, we are considering various
initiatives that will allow us to generate incremental volume from our existing plant network
during fiscal 2007."

Regarding ingredients, Seaberg stated, "We anticipate some deterioration in fourth quarter
ingredients sales primarily due to reduced customer order projections in the non-food area.
Our resolve to improve both sales and profitability in the ingredients segment has never
been greater. Working from a core base of loyal customers, we will continue to partner with
them in developing products that deliver valuable benefits. This business, and the related
investment in R&D, is the foundation of MGPI's unique franchise. Going forward, we plan to
apply greater discipline to managing our product portfolio, including potential returns on
capital and the related risk. This could result in the creation of a more confined but more
profitable mix of existing ingredients, particularly in relation to food applications."”

Seaberg concluded, "This is an exciting time in MGP's evolution. We have strengthened our
executive and plant management structure and are exploring ways to improve the
productivity of our integrated operating network and our pursuit of improved profitability. At
the same time, sales and marketing functions for both business segments are now more
synchronized. The goal is to put more focus on products, customers and capital, and
thereby create more value for our stockholders."

Investor Conference Call

The company will host an investor conference call today at 10 a.m. central time to review
the third quarter results. Stockholders and other interested parties may listen to the call
live via telephone by dialing 877-715-5297 by 9:50 a.m. central time, or access it on the
Internet at www.mgpingredients.com. To see the Earnings Statement and Consolidated
Balance Sheet information in .PDF format, click here.

About MGP Ingredients

In business since 1941, MGP Ingredients, Inc. is a recognized pioneer in the development
and production of natural grain-based products. The Company has facilities in Atchison,
Kan., Pekin, Ill., Kansas City, Kan., and Onaga, Kan., that utilize the latest technologies to



assure high quality products and to maintain efficient production and service capabilities.
Cautionary Note Regarding Forward-Looking Statements

This news release contains forward-looking statements as well as historical information.
Forward-looking statements are usually identified by or are associated with such words as
"intend," "plan", "believe," "estimate," "expect," "anticipate," "hopeful," "should," "may,"
"will", "could" and or the negatives of these terms or variations of them or similar
terminology. They reflect management's current beliefs and estimates of future economic
circumstances, industry conditions, company performance and financial results and are not
guarantees of future performance. All such forward-looking statements are subject to
certain risks and uncertainties that could cause actual results to differ materially from
those contemplated by the relevant forward-looking statement. Important factors that could
cause actual results to differ materially from our expectations include, among others: (i)
the availability and cost of grain, (ii) fluctuations in gasoline prices, (iii) fluctuations in
energy costs, (iv) competitive environment and related market conditions, (vi) our ability to
realize operating efficiencies, (vii) the effectiveness of our hedging programs; (viii) access
to capital and (ix) actions of governments. For further information on these and other risks
and uncertainties that may affect the company's business, see Item 1. Business - Risks and
Uncertainties of the company's Annual Report on Form 10-K for the fiscal year ended June
30, 2005.






