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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q
(Mark One)
| Quarterly Report Pursuant to Section 13 or 15(d) othe Securities and Exchange Act of 193
For the Quarterly Period Ended June 30, 2008.
or
O Transition Report Pursuant to Section 13 or 15(d) bthe Securities Exchange Act of 193
For the Transition Period from to
Commission File Number 001-32504
TreeHouse Foods, Inc.
(Exact name of the registrant as specified inherter)
TreeHouse
Delaware 20-2311383
(State or other jurisdiction of (ILR.S. employer
incorporation or organizatiol identification no.)
Two Westbrook Corporate Center, Suite 1070 60154
Westchester, IL (Zip Code)

( Address of principal executive offic)

(Registrant’s telephone number, including area x6da8) 483-1300

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastigs. Yes M No O

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer noa-accelerated filer or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one)

Large accelerated fileM] Accelerated file™d Non-accelerated fileO Smaller reporting compar
(Do not check if a smaller reporting compe

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgfe Act).
Yes O No ™

As of July 31, 2008 there were 31,447,661 shar€Xooimon Stock, par value $0.01 per share, outsigndi
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Item 1. Financial Statements

Assets
Current asset:
Cash and cash equivalel
Receivables, n¢
Inventories
Deferred income taxe
Prepaid expenses and other current a:
Assets held for sal
Net assets of discontinued operati
Total current asse
Property, plant and equipment, |
Goodwill
Deferred income taxe
Identifiable intangible and other assets,
Total asset

Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable and accrued expet
Current portion of lon-term debt
Total current liabilities
Long-term debi
Deferred income taxe
Other lon¢-term liabilities
Commitments and contingencies (Note
Stockholder equity:

Preferred stock, par value $0.01 per share, 10000shares authorized, none iss
Common stock, par value $0.01 per share, 40,00G;068fks authorized, 31,222,005 and 31,204,
shares issued and outstanding, respect

Additional paic-in capital
Retained earning
Accumulated other comprehensive |

Total stockholder' equity

Total liabilities and stockholde’ equity

See Notes to Condensed Consolidated FinancialrStats.

Part | — Financial Information

TREEHOUSE FOODS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share data)

3

June 30, December 31
2008 2007
(Unaudited)
$ 3,66: $ 9,23(

87,23¢ 76,95.
275,66: 297,69:
2,821 2,79(C
12,22¢ 7,06¢
4,377 —

441 544
386,42 394,27"
265,66( 265,00°
585,86 590,79:
— 3,50¢
192,42( 202,38
$1,430,37: $ 1,455,95!
$ 141,47 $ 144,09(
4232 677
141,89¢ 144,76°
588,00¢ 620,45:
27,76¢ 27,51,
33,92( 33,91:
312 312
555,91¢ 550,37(
96,01¢ 85,72¢
(13,466 (7,097
638,78 629,30¢
$1,430,37; $ 1,455,95!
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TREEHOUSE FOODS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share data)

Net sales
Cost of sale:

Gross profit
Operating expense
Selling and distributiol
General and administrati\
Other operating expense (income),
Amortization expens
Total operating expens
Operating incom:
Other (income) expens
Interest expens
Interest incom:
Loss (gain) on foreign currency exchat
Other (income) expense, r
Total other expens
Income from continuing operations, before incomes
Income taxe:
Income from continuing operatiol
Loss from discontinued operations, net of

Net income

Weighted average common shal
Basic
Diluted
Basic earnings per common she
Income from continuing operatiol
Loss from discontinued operations, net of

Net income
Diluted earnings per common shs

Income from continuing operatiol
Loss from discontinued operations, net of

Net income

Three Months Ended

June 30,

2008 2007
(Unaudited)
$367,36¢ $256,03:
298,74( 202,42

68,62¢ 53,607
28,94¢ 21,48:
15,76( 12,09¢
92¢ (365)
__3.52¢ 124/
49,16/ __34,45¢
19,46¢ 19,14¢
7,561 3,982
(87) )

(5) —

112 —
7,582 3,971
11,88: 15,17
3,591 5,78¢
8,292 9,38:
= _ 2
$ 829 $ 936
31,20¢ 31,20:
31,341 31,312

$ .27 $ .3C
$ 27 $ €
$ .26 $ .3C
$ 26 $ 3

See Notes to Condensed Consolidated FinancialiStats.

Six Months Ended

June 30,
2008 2007
(Unaudited)
$727,99. $515,01!
588,97 409,31¢
139,01¢ 105,69¢
57,61: 42,94¢
31,00: 25,62:
11,85( (311)
7,01 2,31(
107,47¢ 70,57(
31,53¢ 35,12¢
15,29: 7,852
(107) (51)
1,85¢ —
(181) -
16,85¢ 7,801
14,68( 27,32°¢
4,327 10,51¢
10,35: 16,80¢
= ___ 3¢
31,20 31,20z
31,32t 31,31:
$ .33 $ .54
$ .33 $ 54
$ .33 $ .54
$ .32 Y
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TREEHOUSE FOODS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Six Months Ended

June 30,
2008 2007
(Unaudited)
Cash flows from operating activities:
Net income $ 10,35: $ 16,77¢
Loss from discontinued operatio — 30
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciatior 16,917 13,54:
Amortization 7,01t 2,31(
Gain on derivative (519) —
Loss on foreign currency exchar 1,85¢ —
Stocl-based compensatic 5,381 6,78¢
Write down of impaired asse 5,19i —
Gain on disposition of asse (387) (431)
Deferred income taxe 3,96¢ 2,42°¢
Interest rate swap amortizati 80 81
Other 138 —
Changes in operating assets and liabilities, naecqtiisitions
Receivable! (11,290 4,77
Inventories 20,17¢ 5,182
Prepaid expenses and other current a: (4,699 5,62(
Accounts payable, accrued expenses and other tlieeitities 1,73¢ 5,49:
Net cash provided by continuing operatis 55,91t 62,59¢
Net cash used in discontinued operati — (32)
Net cash provided by operating activit 55,91t 62,56¢
Cash flows from investing activities:
Additions to property, plant and equipm (29,687 (6,309
Insurance procee( 59¢ —
Acquisitions of businesst (402 (100,589
Acquisition of equity investmet — (2,68€)
Proceeds from sale of fixed ass 745 1,341
Net cash used in continuing operatis (28,744 (108,23;)
Net cash provided by discontinued operati — 467
Net cash used in investing activiti (28,744) (107,76
Cash flows from financing activities:
Proceeds from issuance of di — 98,36+
Net repayment of del (32,889 (53,077
Proceeds from stock option exerci: 187 —
Tax savings on equity compensat 10C —
Net cash provided (used in) financing activil (32,59) 45,28
Effect of exchange rate changes on cash and casvadnts (147) —
Net (decrease) increase in cash and cash equis (5,567) 84
Cash and cash equivalents, beginning of pe 9,23( 6
Cash and cash equivalents, end of pe $ 3,66: $ 90

See Notes to Condensed Consolidated Financialrtats.
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TREEHOUSE FOODS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
As of and for the six months ended June 30, 2008
(Unaudited)

1. General

We believe we are the largest manufacturer of pkind non-dairy powdered creamer in the UnitetéStnd the largest manufacturer of
private label salad dressings in the United StatesCanada based upon total sales volumes. Wedelie are also the leading retail private
label supplier of pickles, non-dairy powdered creaand soup in the United States, and jams aridgeti Canada.

Effective January 1, 2008, we realigned the mameshich the business is managed and now focugperating results based on channels of
distribution, which has resulted in a change todperating and reportable segments. Previouslypaeaged our business based on product
categories. Our change in operating and reportsgenents from product categories to channel basszhisistent with management’s long-
term growth strategy. Our new reportable segmemetdarth American Retail Grocery, Food Away Fromniég and Industrial and Export.
Accordingly, prior year segment data has beentextta reflect the new segment structure.

2. Basis of Presentation

The Condensed Consolidated Financial Statemeritgdied herein have been prepared by TreeHouse Fomdsyithout audit, pursuant to t
rules and regulations of the Securities and Exch&@gmmission applicable to quarterly reporting omfr 10-Q. In our opinion, these
statements include all adjustments necessaryfiir presentation of the results of all interimipds reported herein. Certain information and
footnote disclosures normally included in finanattements prepared in accordance with generatigptied accounting principles have been
condensed or omitted as permitted by such rulesegulations. The Condensed Consolidated FinaBt&ikments and related notes should
be read in conjunction with the consolidated finahstatements and related notes included in thegamy’s Annual Report on Form XOfor
the fiscal year ended December 31, 2007. Resultperfations for interim periods are not necessardjcative of annual results.

The preparation of our condensed consolidated iahstatements in conformity with accounting piptes generally accepted in the United
States of America (“GAAP”) requires us to use augtgment to make estimates and assumptions that #ifereported amounts of assets and
liabilities, and disclosures of contingent asseis labilities at the date of the Condensed Codsatdid Financial Statements, and the reported
amounts of net sales and expenses during the iep@eriod. Actual results could differ from thesstimates under different assumptions or
conditions.

A detailed description of the Company’s significantounting policies can be found in the Compaayisual Report on Form 10-K for the
fiscal year ended December 31, 2007.

3. Recent Accounting Pronouncements

In September 2006, the Financial Accounting Stashsi&oard (FASB) issued Statement of Financial Aatiog Standards (SFAS) 15air
Value Measurementwhich defines fair value, establishes a frameworkmeasuring fair value, and expands disclosabeait fair value
measurements. The provisions of SFAS 157 are eféefir fiscal years beginning after November 13)2. In February 2008, the FASB
issued FASB Staff Position (FSP) FAS 1B,Avhich delays the effective date of Statementfbball nonrecurring fair value measurement
nonfinancial assets and nonfinancial liabilitiesiluiscal years beginning after November 15, 200& adopted the provisions of SFAS 157
that were not deferred. We will continue to asslessmpact of the deferred provisions of SFAS Mgfich will be effective for the Company
beginning January 1, 2009.

In February 2007, the FASB issued SFAS TH% Fair Value Option for Financial Assets and Fingl Liabilities — Including an
Amendment of FASB Statement , that permits measurement of financial instruments other certain items at fair value. SFAS 158sdo
not require any new fair value measurements. SF2Sid effective for financial statements issuedfigcal years beginning after
November 15, 2007. Adoption of SFAS 159 did notéhax impact on our financial stateme
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In December 2007, the FASB issued SFAS 141BR¥iness Combinationa,replacement of SFAS 14Business Combination§he
provisions of SFAS 141(R) establish principles eeglirements for how an acquirer recognizes andsurea in its financial statements the
identifiable assets acquired, the liabilities assdpany non-controlling interest acquired and thedyvill acquired. SFAS 141(R) also
establishes disclosure requirements that will enabkrs to evaluate the nature and financial effgicthe business combination, and appli¢
business combinations for which the acquisitioredsibn or after December 15, 2008, and may neglbly adopted. The Company will ad«
SFAS 141(R) for acquisitions after the effectivéeda

In December 2007, FASB issued SFAS 180n-controlling Interests in Consolidated Financ&thtements — an Amendment of ARBI&&.
provisions of SFAS 160 outline the accounting aapbrting for ownership interests in a subsidiarg iy parties other than the parent. SF
160 is effective for fiscal years, and interim pels within those fiscal years, beginning on orrditecember 15, 2008. Earlier application is
prohibited. SFAS 160 is to be applied prospectiaayof the beginning of the fiscal year in whiclsiinitially adopted, except for the
presentation and disclosure requirements, whicloale applied retrospectively for all periods preged. We are currently assessing the
impact SFAS 160 will have on our financial statetsen

In March 2008, FASB issued SFAS l1@isclosures about Derivative Instruments and Hedghativities,SFAS 161 requires increased
qualitative, and credit-risk disclosures. This &ta¢nt is effective for financial statements issioediscal years and interim periods beginning
after November 15, 2008. Early adoption is perrditieurther, entities are encouraged, but not redui provide comparative disclosures for
earlier periods. We are currently assessing th@@nFAS 161 will have on our financial statements.

In May 2008, FASB issued SFAS 16[he Hierarchy of Generally Accepted Accounting Biples. SFAS 162 identifies the sources of
accounting principles and the framework for sefegthe principles used in the preparation of finalngtatements presented in conformity
with generally accepted accounting principles m thited States. It does not change current peaciibis Statement is effective 60 days
following the SEC's approval of the Public Compakncounting Oversight Board amendments to AU Sedlibh, The Meaning of Present
Fairly in Conformity With Generally Accepted Accting Principles. The Company does not believe this Statementhaile an impact on
our financial statements.

EITF 08-3,Accounting by Lessees for Nonrefundable Mainten&egmositswas issued in June 2008 and requires that all fiumdable
maintenance deposits that are contractually anstantively related to maintenance of a particuseabe recorded as deposit assets. These
deposit assets are either capitalized or expenbed the underlying maintenance is performed. THi$-Es effective for fiscal years
beginning after December 15, 2008. The Companyrisently assessing the impact this EITF will haweooir financial statements.

4. Income Taxes

The Company was formed on January 25, 2005 antjs& to federal and state income tax examinati@gsnning in 2005. The Internal
Revenue Service (IRS) completed an examinatioheftompany’s 2005 and 2006 federal returns indleersd quarter of 2008. The
Company paid tax adjustments of approximately $@lBon which are primarily temporary items, thepact of which will reverse in future
years.

The Company’s wholly owned consolidated subsidi&rid. Smith, and its affiliates are subject to GHaa, U.S., and state tax examinations
from 2003 forward. The IRS is currently conductargexamination of E.D. Smith U.S. affiliates fol030 The outcome of this examination is
unknown and is expected to be completed during 2008

The Company adopted the provisions of FASB Intagti@n No. 48 Accounting for Uncertainty in Income Taxes — aerptetation of
FASB Statement No. 1(FIN 48), on January 1, 2007. The adoption of F8\did not have a material effect on the financ@ipon or
results of operations of the Company.

During the first quarter of 2008, the Company esdento an intercompany financing structure thaults in the recognition of foreign
earnings subject to a low effective tax rate. Asftireign earnings are permanently reinvested, idc®me taxes have not been provided. For
the three and six months ended June 30, 2008,ahwény recognized a tax benefit of approximately $illion and $2.8 million,
respectively, related to this item.

5. Other Operating Expense

The Company incurred Other operating expense & llion and $11.9 million for the three and sbonths ended June 30, 2008,
respectively. For the six months ended June 308,200 expense consisted of $11.4 million relatmthe closing of our pickle plant located
in Portland, Oregon (See Note 6) and $0.5 millielating to a fire at our non-dairy powdered creafaeility located in New Hampton, lowa.

7




Table of Contents

6. Facility Closing

On February 13, 2008, the Company announced ptecisge its pickle plant in Portland, Oregon. Tleetland plant was the Company’s
highest cost and lowest utilized pickle facilityp&ations in the plant ceased during the secondeguz 2008. Costs associated with the
closure are estimated to be approximately $15.0amjlof which $9.0 million is expected to be irsbanet of estimated proceeds from sale of
assets.

The principal components of the plans include wargé reductions (approximately $0.9 million) agsult of the facility closing and
reorganization; shutdown costs (approximately $3ildon), including those costs that are necessamglean and prepare the facility for
closure; costs incurred after shutdown such a®lebEgations (approximately $0.7 million); contré&rmination costs (approximately
$4.8 million), and fixed asset impairment charge$%o2 million.

During the six months ended June 30, 2008, the @osnpecorded $11.4 million of costs, (included ith€ operating expense in our
Condensed Consolidated Statements of Income)etktatthe closure of the Portland plant, whichudeld a fixed asset impairment charge of
$5.2 million to reduce the carrying value of thetRmd facility to its net realizable value, $5.3lian for contract terminations and other
costs, as well as $0.9 million for accrued severaibe following is a summary of the liabilitiecoeded by the Company as of and during
the six months ended June 30, 2008:

Accrued Accrued

Charges at Charges a

December 31 June 30,

2007 Accruals Payments 2008
(In thousands)

Contract termination $ — $ 3,092 $ (2,915 $ 177
Work force reduction — 86¢ (197) 67¢
Capital lease and service contract buy 5,681 1,694 (7,379 —
Total $ 568 $ 5,65¢ $(1048) 3 8SE

We expect the restructuring plan for the faciliiyoie completed by the end of the third quartefOd&

7. Inventories

June 30, December 31
2008 2007
(In thousands)
Finished good $203,46: $ 222,45:
Raw materials and suppli 88,68¢ 89,32¢
LIFO reserve (16,489 (14,08¢)
Total $275,66. $ 297,69:

Approximately $62.9 million and $92.4 million of pimventory was accounted for under the LIFO methbdccounting at June 30, 2008 and
December 31, 2007, respectively.

8. Intangible Assets
Changes in the carrying amount of goodwill for silemonths ended June 30, 2008 are as follows:

North
American
Retail Food Away Industrial and
Grocery From Home Export Total
(In thousands)
Balance at December 31, 2C $370,68¢ $ 86,52: $ 133,58. $590,79:
Purchase price adjustme (664) (50 — (714)
Currency exchange adjustme (3,82]) (387) — (4,209
Balance at June 30, 20 $366,20. $ 86,08 $ 133,58. $585,86¢

The Company continues to assess the preliminavgatibns to the E.D. Smith net assets acquireccioli2r 2007, and expects to complete
the assessment during the fourth quarter of 2008.
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The gross carrying amount and accumulated amadizaf our intangible assets other than goodwilbBdune 30, 2008 and December 31,
2007 are as follows:

June 30, 200¢ December 31, 200°
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Amount Amortization Amount Amount Amortization Amount

(In thousands)
Intangible assets with indefinite live

Trademark $ 43,56¢ $ — $ 43,56¢ $ 44,36° $ — $ 44,36°
Intangible assets with finite live

Custome-related 150,74 (19,51) 131,23t 152,81. (13,607 139,20!
Non-compete agreeme 2,64¢ (2,079 1,56¢ 2,64¢ (70¢) 1,93¢
Trademarks 8,50( (1,177 7,328 8,50( (970 7,53(
Formulas/recipe 1,811 (222) 1,58¢ 1,84¢ (87) 1,762
Total $207,27- $ (21,989 $185,28!t $210,17- $ (15,379 $194,80.

Amortization expense on intangible assets for ltheet months ended June 30, 2008 and 2007 was $8dnrand $1.2 million, respectively,
and $7.0 million and $2.3 million for the six mosténded June 30, 2008 and 2007, respectively. &siihaggregate intangible asset
amortization expense for the next five years ifolsws:

2009 $13.3 millior
2010 $12.9 millior
2011 $11.1 millior
2012 $11.0 millior
2013 $11.0 millior

9. Long-Term Debt

June 30, December 31
2008 2007
(In thousands)
Revolving credit facility $484,50( $ 511,50(
Senior note: 100,00( 100,00(
Tax increment financing and oth 3,931 9,62¢
588,43: 621,12¢
Less current portio (423) (677)
Total $588,00¢ $ 620,45:

Revolving Credit Facilit— On August 30, 2007, the Company entered into Adneant No. 2 to our unsecured revolving Credit Agreat,

as amended (the “Credit Agreement”), dated Jun@@Q5, with a group of participating financial iihstions. Among other things,
Amendment No. 2 reduces the available liquidityuissment with respect to permitted acquisitions eattices the required consolidated
interest coverage ratio at the end of each fisgattgr. The Company also exercised its option utieCredit Agreement to increase the
aggregate commitments under the revolving creditifia from $500 million to $600 million. The Credhgreement also provides for a

$75 million letter of credit sublimit, against whi&6.2 million in letters of credit have been igsbat undrawn. Proceeds from the credit
facility may be used for working capital and geheaporate purposes, including acquisition finagciThe credit facility contains various
financial and other restrictive covenants and nexguihat we maintain certain financial ratios, uthg a leverage and interest coverage ratio.
We are in compliance with all applicable covenag®f June 30, 2008. We believe that, given oun @as from operating activities and our
available credit capacity, we can comply with terent terms of the credit facility and meet forssigle financial requirements.

9
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Interest is payable quarterly or at the end ofajhyglicable interest period in arrears on any ontitay borrowings at a customary Eurodollar
rate plus the applicable margin, or at a custorbase rate. The underlying rate is defined as tigeegual to the British Bankers Association
LIBOR Rate for Eurodollar Rate Loans, or the higbthe prime lending rate of the administrativerstgor federal funds rate plus 0.5% for
Base Rate Committed Loans. The applicable margiidwodollar loans is based on our consolidatedrisye ratio and ranges from 0.295%
to 0.90%. In addition, a facility fee based on oomsolidated leverage ratio and ranging from 0.08%.225% is due quarterly on all
commitments under the credit facility. Our averagerest rate on debt outstanding under our Césglitement at June 30, 2008 was 3.53%.

Senior Notes— On September 22, 2006, we completed a privatepiant of $100 million in aggregate principal di®% senior notes due
September 30, 2013, pursuant to a Note PurchasseAgmt among the Company and a group of purchasdeas.the Companys obligation:
under the senior notes are fully and unconditigngllaranteed by Bay Valley Foods, LLC, a wholly-edrsubsidiary of the Company. The
senior notes have not been registered under thaies Act of 1933, as amended, and may not beredf or sold in the United States, absent
registration or an applicable exemption. Interegidid semi-annually in arrears on March 31 andebelper 30 of each year.

The Note Purchase Agreement contains covenantsvithéitnit the ability of the Company and its subl&ries to, among other things, merge
with other entities, change the nature of the lssncreate liens, incur additional indebtednesglbassets. The Note Purchase Agreement
also requires the Company to maintain certain firmatios. We are in compliance with the applieatbvenants as of June 30, 2008.

Swap Agreement- In July 2006, we entered into a forward interetd savap transaction for a notational amount of $h@ilon as a hedge «
the forecasted private placement of $100 milliom@enotes. The interest rate swap transactionterasinated on August 31, 2006, which
resulted in a pre-tax loss of $1.8 million. The mmoeatized loss is reflected, net of tax, in Accuntedhother comprehensive loss in our
Condensed Consolidated Balance Sheets. The tetaWil be reclassified ratably to our Condensed<dtidated Statements of Income as an
increase to Interest expense over the term ofghmsnotes, providing an effective interest r&té.89% over the term of our senior notes. In
the six months ended June 30, 2008, $0.1 milliothefloss was taken into interest expense. Weipatethat $0.3 million of the loss will be
reclassified to interest expense in 2008.

Tax Increment Financing— On December 15, 2001, the Urban Redevelopmerttckity of Pittsburgh (“URA”) issued $4.0 million of
redevelopment bonds, pursuant to a Tax Incremesani€ing Plan to assist with certain aspects ofldwelopment and construction of the
Company'’s Pittsburgh, Pennsylvania facilities. @geeement was transferred to the Company as p#reaicquisition of the soup and infant
feeding business. The Company has agreed to mateénceayments with respect to the principal amainihe URA’s redevelopment bonds
through May 2019. As of June 30, 2008, $3.1 milliemains outstanding. Interest accrues at an amateabf: 6.61%, with respect to the
$0.7 million tranche which is due on November 11 206.71%, with respect to the $0.5 million trangltdch is due on November 1, 2013;
and 7.16%, with respect to the $1.9 million tranelréch is due on May 1, 2019.

10. Earnings Per Share

In accordance with SFAS 1ZFarnings Per Sharebasic earnings per share is computed by dividetgncome by the number of weighted
average common shares outstanding during the reggreriod. The weighted average number of comnhames used in the diluted earnings
per share calculation is determined using the tmyastock method and includes the incremental effdated to outstanding options and
restricted stock. Certain restricted stock unitd gstricted stock awards outstanding are subjettarket conditions for vesting, which were
not met as of June 30, 2008 or 2007, so these avaaedexcluded from the diluted earnings per stal@ilation. During the second quarter of
2008, the Company issued performance unit awaadsctintain both service and performance criteraofJune 30, 2008, none of the crit
were met and these awards were excluded from theediearnings per share calculation.
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The following table summarizes the effect of tharstbased compensation awards on the weighted avetagleen of shares outstanding u
in calculating diluted earnings per share:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Weighted average common shares outstan 31,208,73 31,202,47 31,206,83 31,202,47
Assumed exercise of stock options 132,11, 109,09: 117,74. 109,93t
Weighted average diluted common shares outstar 31,340,84 31,311,56 31,324,57 31,312,40

(1) The assumed exercise of stock options exsl@ge00,035 options outstanding, which were amditiie for the three and six months
ended June 30, 2008 and 2,138,877, options outatanaghich were an-dilutive for the three and six months ended June2807.

11. Stock-Based Compensation

For the quarter beginning July 1, 2005, we adofitedequirements of SFAS 123(Fhare Based Payment¥he Company elected to use
modified prospective application of SFAS 123(R) darards issued prior to July 1, 2005. Income framtionuing operations before income
taxes, for the three and six month periods endad 30, 2008 and 2007 includes shbased compensation expense for employee and di
stock options, restricted stock and restrictedistotts of $2.6 million, $5.4 million, $3.1 millioand $6.8 million, respectively. The tax
benefit recognized related to the compensationafastese share-based awards was approximatelynilion and $2.1 million for the three
and six month periods ended June 30, 2008, andillian and $2.6 million for the three and six ntloperiods ended June 30, 2007,
respectively.

During the three months ended June 30, 2008, tinep@ny issued its annual equity compensation awtaedsconsisted of stock options,
restricted stock, restricted stock units and pemforce units. In previous years, the Company issteak options to all eligible employees on
an annual basis. The Company changed its equitpensation methodology and now awards eligible eygae stock options, restricted
stock or restricted stock units, or a combinatibthe awards. Performance units were also issuedrtain senior management employees
vesting of which is contingent upon service andgrerance criteria. These awards are more fully diesd below. Restricted stock and
restricted stock unit awards previously grantedfalig described in the Company’s annual reporfanm 10-K issued on February 28, 2008.

The following table summarizes stock option acyivdtiring the six months ended June 30, 2008. Ogtiogre granted under our long-term
incentive plan. All options granted have a threaryeesting schedule which vest one-third on eachefirst three anniversaries of the grant
date. Options expire 10 years from the grant date.

Weighted
Weighted Average
Average Remaining Aggregate
Employee Director Exercise Contractual Intrinsic
Options Options Price Term (yrs) Value
Outstanding, December 31, 20 2,100,871 457,30( $ 26.2¢ 7.6 $2,971,49:
Grantec 440,90( 4,80( $ 24.0:
Forfeited (31,699 (14,299 $ 26.8¢
Exercisec — (22,700 $ 10.5¢
Outstanding, June 30, 20 2,510,07! 425,10: $ 26.0¢ 7.5 $3,376,82!
Vested/expected to vest, at June 30, z 2,444,32! 421,69: $ 26.0¢ 7.5 $3,356,01
Exercisable, June 30, 20 1,639,50. 388,42 $ 26.5¢ 6.7 $3,033,77.

Compensation cost related to unvested optionsed®8.3 million at June 30, 2008 and will be re¢pgth over the remaining vesting period
of the grants, which averages 2 years. The aveyage date fair value of the options granted indixenonths ended June 30, 2008 was
$8.09. The Company uses the Black-Scholes optismgrmodel to value its stock option awards. Theuenptions used to calculate the fair
value of the stock option awards for the Compaayisual grant in 2008 include the following: expéctelatility of 26.37%, expected term
of 6 years, risk-free rate of 3.53% and no dividenithe aggregate intrinsic value of stock optiorer@sed during the six months ended was
approximately $0.3 million.
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In addition to stock options, the Company grantedricted stock, restricted stock units and perfaree unit awards during the three months
ended June 30, 2008. These awards were granted aundieng-term incentive plan. Restricted stocH asstricted stock unit awards granted
during the three months ended June 30, 2008 vestlhan the passage of time. These awards geneealiypne-third on each anniversary of
the grant date. A description of the restrictedlstand restricted stock unit awards previously tgdris presented in the Company’s annual
report on Form 10-K issued on February 28, 200&. foHowing table summarizes the restricted stanft gestricted stock unit activity during
the six months ended June 30, 2008:

Weighted Weighted

Average Restricted Average

Restricted Grant Date Stock Grant Date

Stock Fair Value Units Fair Value

Unvested, at December 31, 2C 626,62: $ 24.2¢ 584,33 $ 25.31
Granted 806,20( $ 24.0¢ 14,30( $ 24.0¢
Vested — — — —
Forfeited — — — —
Unvested, at June 30, 20 1,432,82. $ 24.1f 598,63 $ 25.2¢

Future compensation cost related to restrictecksiad restricted stock units totaled approxima$29.5 million as of June 30, 2008, and will
be recognized on a weighted average basis, ovaretie?2.8 years. The grant date fair value of thiards granted in 2008 was equal to the
Company’s closing stock price on the grant date.

Performance unit awards were granted to certailnseranagement members. These awards contain semit performance conditions. For
each performance period (July 1, 2008 through Déeer@l1, 2008, calendar 2009 and calendar 2010)thirteof the units will accrue
multiplied by a predefined percentage between 0&6209%, depending on the achievement of certairatipg performance measures.
Additionally, for the cumulative performance peri@dly 1, 2008 through December 31, 2010), a nurobanits will accrue equal to the
number of units granted multiplied by a predefipedcentage between 0% and 200%, depending on lievament of certain operating
performance measures, less any units previouslpedcAccrued units will be converted to stock asit, at the discretion of the
compensation committee on the third anniversathefgrant date. The Company intends to settle theseds in stock and has the shares
available to do so. The following table summaritesperformance unit activity during the six mongimsled June 30, 2008:

Weighted

Average

Performance Grant Date

Units Fair Value

Unvested, at December 31, 2C — —
Granted 72,90( $ 24.0¢
Vested — —
Forfeited — —
Unvested, at June 30, 20 72,90( $ 24.0¢

Future compensation cost related to the performanits is estimated to be approximately $1.8 millas of June 30, 2008, and is expected to
be recognized over the next 3 years. The grantfdatealue of the awards granted in 2008 was etpuie Company’s closing stock price on
the grant date.

12. Employee Retirement and Postretirement Benefits

Pension, Profit Sharing and Postretirement Ben— Certain of our employees and retirees participaggension and other postretirement
benefit plans. Employee benefit plan obligationd arpenses included in the Condensed Consolidatea¢ial Statements are determined
based on plan assumptions, employee demograplacideluding years of service and compensationetitsrand claims paid, and employer
contributions.

Defined Benefit Plan— The benefits under our defined benefit plansbaised on years of service and employee compensation
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Components of net periodic pension expense arallasv:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(In thousands)
Service cos $ 43C $ 434 $ 86C $ 86¢
Interest cos 43C 402 86C 80¢€
Expected return on plan ass (35¢) (339 (71€) (67€)
Amortization of prior service cos 12C 11€ 24C 232
Effect of settlement 75 — 15C —
Net periodic pension co $ 697 $ 61F $ 1,39/ $ 1,23(

We have contributed $1.7 million to the pensiomplan the first six months of 2008. We expect tatdbute $8.4 million in 2008.
Postretirement Benefi— We provide healthcare benefits to certain resingbo are covered under specific group contracts.

Components on net periodic postretirement expesrgeas follows:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(In thousands)
Service cos $ 59 $ 101 $ 11€ $ 20z
Interest cos 58 68 11€ 13€
Amortization of prior service co: (18) — (36) —
Amortization of unrecognized net lo 6 20 12 40
Net periodic postretirement cc $ 10f $ 18¢ $ 2iC $ 3¢

We expect to contribute $0.1 million to the postezhent health plans during 2008.

13. Comprehensive Income

The following table sets forth the components afipeehensive income:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(In thousands)

Net income $ 8,297 $ 9,36z $10,35: $16,77¢
Foreign currency translation adjustm 3,83: — (6,587 —
Amortization of pension and postretirement priawvse costs and net

gain, net of ta; 67 83 134 16€
Amortization of swap loss, net of ti 40 41 80 81
Comprehensive incon $12,23: $ 9,48¢ $ 3,984 $17,02:

We expect to amortize $0.3 million of prior serviamssts and net gain, net of tax and $0.2 millioswéap loss, net of tax from other
comprehensive income into earnings during 2008.

14. Fair Value of Financial Instruments

Effective January 1, 2008, we adopted SFAS No. E&,Value Measuremen{SFAS No. 157). SFAS No. 157 clarifies the defamtiof fair
value, prescribes methods for measuring fair vataigblishes a fair value hierarchy based on thet$nused to measure fair value and
expands disclosures about the use of fair valuesarements. In accordance with Financial AccounBtandards Board Staff Position

No. FAS 15-2, Effective Date of FASB Statement No. (B3P 157-2), we will defer the adoption of SFAS W67 for our nonfinancial
assets and nonfinancial liabilities, except thosms recognized or disclosed at fair value on aiualhor more frequently recurring basis, u
January 1, 2009. The adoption of SFAS No. 157 dichave a material impact on our fair value measergs.
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Financial instruments held by the Company thatsalgect to SFAS No. 157 include foreign currencytracts held by our Canadian
subsidiary, E.D. Smith. These contracts expirerdufi008 and are in a liability position. The fa@we of the liability at June 30, 2008 is
approximately $0.3 million, which represents theoant the Company would be required to pay to éxsé contracts. The fair value is based
on Level 2 inputs as of June 30, 2008. Level 2 ispwe inputs other than quoted prices that arerghble for an asset or liability, either
directly or indirectly.

Cash and cash equivalents and accounts receivabfimancial assets with carrying values that apipnate fair value. Accounts payable and
the Company’s variable rate debt (revolving créatiflity) are financial liabilities with carryingalues that approximate fair value. As of June
30, 2008, the carrying value of the Company'’s fixad senior notes was $100.0 million and fair gakas estimated to be $99.0 million.

15. Commitments and Contingencies

Litigation, Investigations and Audi— We are party in the ordinary course of businessettain claims, litigation, audits and investigas.
We believe that we have established adequate esstasatisfy any liability we may incur in conrientwith any such currently pending or
threatened matters. In our opinion, the settlernéany such currently pending or threatened maisenst expected to have a material adv
impact on our financial position, annual result®pérations or cash flows.

16. Supplemental Cash Flow Information

Cash payments for interest were $15.2 million a®@ $nillion for the six months ended June 30, 2808 2007, respectively. Cash payments
for income taxes were $9.8 million and $3.9 millfon the six months ended June 30, 2008 and 2@8pectively. As of June 30, 2008, the
Company had accrued property, plant and equipnfeagpmroximately $2.3 million.

17. Foreign Currency

The Company, through its wholly owned consolidaeldsidiary, E.D. Smith, enters into foreign curgenontracts due to the exposure to
Canadian/U.S. dollar currency fluctuations on ctossler transactions. These contracts do not gualifhedge accounting. The Company
records the fair value of these contracts on thed€nsed Consolidated Balance Sheets and has rddbalehange in fair value through the
Condensed Consolidated Statements of Income, wiktier (income) expense. For the three and six hsoetded June 30, 2008, the
Company recorded a gain on these contracts totappgoximately $0.2 million and $0.5 million, respieely.

The Company has an intercompany note denominat€dmadian dollars, which is eliminated during cdidsdion. A portion of the note is
considered to be permanent, with the remaininggordonsidered to be temporary. Foreign currenagtfiations on the permanent portion
recorded through Accumulated other comprehenss& lwhile foreign currency fluctuations on the tenapy portion are recorded in the
Company’s Condensed Consolidated Statements ofMecwithin Other (income) expense.

The Company accrues interest on the intercompatey mdnich is also considered temporary. Changdiseibbalance due to foreign currency
fluctuations are also recorded in the Company’sdeosed Consolidated Statements of Income withieiQthcome) expense.

For the three and six months ended June 30, 2B8& dmpany recorded a gain of approximately $50ghnd and a loss of $1.9 million,
respectively, related to foreign currency fluctaas within Other (income) expense. For the threksix months ended June 30, 2008, the
Company recorded a gain of approximately $1.9 amliand a loss of approximately $4.3 million, respety, in Accumulated other
comprehensive loss related to foreign currencytdiations on the permanent portion of the note.

18. Business and Geographic Information and Major @stomers

We manage operations on a company-wide basis hiphenaking determinations as to the allocation ebugces in total rather than on a
segment-level basis. We have designated our rdpers@gments based on how management views ourdsgsiWe do not segregate assets
between segments for internal reporting. Therefasset-related information has not been presented.

During the first quarter of 2008, the Company cleghigs internal reporting structure from produdegaries to channel based. The
Company'’s new reportable segments, as presented bate consistent with the manner in which the Gany reports its results to the chief
operating decision maker.
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We evaluate the performance of our segments baseédtsales dollars, gross profit and direct ofiegahcome (gross profit less freight out,
sales commissions and direct segment expensesaribents in the following tables are obtained firemports used by our senior
management team and do not include allocated in¢ares. There are no significant non-cash itemsrtegd in segment profit or loss other
than depreciation and amortization. Restructurimgrges are not allocated to our segments, as wetdaclude them in the measure of
profitability as reviewed by our chief operatingci#on maker. The accounting policies of our segsare the same as those described in the
summary of significant accounting policies settiart Note 2 to our 2007 Consolidated Financial Stants contained in our Annual Report
on Form 10-K.

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(In thousands)

Net sales to external custome

North American Retail Grocel $222,88( $138,21: $442 52( $284,79¢
Food Away From Hom 76,641 64,01 147,56’ 119,20«
Industrial and Expot 67,84¢ 53,80 137,90! 111,01.
Total 367,36 256,03: 727,99. 515,01!
Direct operating income
North American Retail Grocel 25,05: 17,72 50,54¢ 36,33:
Food Away From Hom 8,561 7,33( 16,13¢ 13,275
Industrial and Expot 6,81( 7,19¢ 16,41 13,68
Direct operating incom 40,43( 32,25¢ 83,09: 63,29¢
Other operating expens 20,96¢ 13,10 51,554 28,17(
Operating incomi $ 19,46 $ 19,14¢ $ 31,53¢ $ 35,12¢

Geographic Informatior—During the six months ended June 30, 2008, we &aehues to customers outside of the United Stamesentin
approximately 14.5% of total consolidated net salitk 14% of these sales going to Canada.

Major Customer— During the six months ended June 30, 2008, Watttores, Inc. accounted for approximately 11.3%uw total
consolidated net sales. No other customer accodotadore than 10% of our consolidated net sales.

Product Informatior— The following table presents the Company’s n&tsshy major products for the three and six moetided June 30,
2008 and 2007:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(In thousands)

Products

Pickles $ 92,69: $ 94,29¢ $172,01: $166,73t
Non-dairy powdered cream 79,83: 65,64 167,28 137,45t
Soup and infant feedir 66,74¢ 61,27¢ 144,87 147,06:
Jams, jellies and oth 35,731 — 69,14¢ —
Salad dressin 48,91¢ — 87,99t —
Refrigeratec 10,28« 10,12¢ 20,60: 20,15(
Aseptic 20,85¢ 21,117 41,75( 40,03]
Salsa 12,317 3,57 24,32¢ 3,57
Total net sale $367,36¢ $256,03: $727,99. $515,01!
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations
Business Overview

We believe we are the largest manufacturer of pkind non-dairy powdered creamer in the Uniteté§tand the largest manufacturer of
private label salad dressings in the United StatesCanada, based upon total sales volumes. Wavbalie are also the leading retail supg

of private label pickles, non-dairy powdered crenared private label soup in the United States,jants and jellies in Canada. Effective
January 1, 2008, we realigned the manner in whiiehtisiness is managed and now focus on operatsniis based on channels of
distribution, which has resulted in a change todperating and reportable segments. Previouslynaaged our business based on product
categories. Our change in operating and reportsgenents from product categories to channel basszhisistent with management’s long-
term growth strategy and was necessary due toctpgsitions that occurred during 2007, adding nwwaemew products throughout the year.
The change in operating and reportable segmenitpevinit the Company to integrate future acquisionore efficiently and provide our
investors with greater comparability to our peerugr, as many of them also present results basetiammels of distribution.

We discuss the following segments in this Manageim&iscussion and Analysis of Financial Conditenmd Results of Operations: North
American Retail Grocery, Food Away From Home, amdlustrial and Export. The key performance indicatifrour segments are net sales
dollars, gross profit and direct operating margihich is gross profit less the cost of transporfingducts to customer locations (referred t
the tables below as “freight out”), commissionsdp@i independent sales brokers, and direct segexpenses.

Our current operations consist of the following:

. Our North American Retail Grocery segment sefis\ded and private label products to customersimitie United States and
Canada. These products include pickles, peppdishes, salsas, condensed and ready to servels@mips, gravies, jams, jellies,
salad dressings, sauces, non-dairy powdered creasggtic products, and baby food. Brand namesvgithih the North American
Retail Grocery segment include the following picklandsfFarman’s®, Nalley’s®, Peter Pipef®, and Steinfel® . Also sold are
brands related to sauces and syr@gsinet’'s®, Hoffman Hous@ , Roddenbery’s Northwoo&sand San Antonio Farni®. Infant
feeding products are sold under tature’s Goodnestbrand, while our non-dairy powdered creamer is solder our proprietary
Cremora® brand. Our refrigerated products are sold undeMbeha Mix® , Second Natur@ brand names, and our jams, jellies and
other sauces are sold under E.D. Smitt® , Habitant® and Saucemake® brand names

. Our Food Away From Home segment sells pickle petsl non-dairy powdered creamers, salsas, asepticefrigerated products,
and sauces to food service customers, includiriguesnt chains and food distribution companieshiwithe United States and
Canada

. Our Industrial and Export segment includes then@any’s co-pack business and non-dairy powderezhoee sales to industrial
customers for use in industrial applications, idahg for repackaging in portion control packaged for use as an ingredient by ot
food manufacturers. Export sales are primarilynttustrial customer:

Recent Developments

The Company continues to experience increased calityremd input costs in excess of levels previoesigected. While these times are
challenging, the Company remains diligent in if®$ to manage controllable costs and go to mawitbt fact based selling techniques that
permit the Company to increase prices to reflemtdased input costs. However, due to the timingtefn costs rise versus when prices are
increased, the Company may at times be unablectmpea portion of the increased input costs. Faitarincrease prices in a timely manner
will result in reduced margins.

On February 13, 2008, the Company announced ptecisge its Portland pickle processing plant. Of@na in the plant have ceased
effective June 6, 2008, with the restructuring plarpected to be completed by the end of the thiedter of 2008. For the six months ended
June 30, 2008, the Company recorded approximafdiyi$million of costs, associated with the facilitpsing. Included in these costs was a
fixed asset impairment charge of approximately $Billon to reduce the carrying value of the Partidacilities to their net realizable value.
Total costs are expected to be approximately $allbn, $9.0 million of which is expected to be éash, net of estimated proceeds from

of assets.
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On February 19, 2008, the Company’s New Hamptottitigavhich produces a portion of the Company’'swraairy powdered creamer, was
damaged by an early morning fire. The Company haasurance policy that will cover the costs toaiephe facility, replace damaged
equipment, and reimburse the Company for costgiiadun excess of those it would normally have med, subject to a $0.5 million
deductible. While the New Hampton fire has temptyraeduced our manufacturing capacity, the Complaay continued to meet our
customers’ needs, while providing the same higHityuaroducts they have come to expect from the Gany.

Results of Operations

The following table presents certain informatiomcerning our financial results, including infornmatipresented as a percentage of net sales:

Three Months Ended June 30, Six Months Ended June 30,
2008 2007 2008 2007
Dollars Percent Dollars Percent Dollars Percent Dollars Percent
(Dollars in thousands)
Net sales $367,36¢ 100.(%  $256,03: 100.(%  $727,99: 100.(%  $515,01! 100.(%
Cost of sale: 298,74( 81.Z 202,42 79.1 588,97+ 80.¢ 409,31¢ 79.5
Gross profit 68,62¢ 18.7 53,607 20.¢ 139,01¢ 19.1 105,69¢ 20.k
Operating expense
Selling and distributiol 28,94¢ 7.9 21,48: 8.4 57,61: 7.9 42,94¢ 8.3
General and
administrative 15,76( 4.3 12,09¢ 4.7 31,00: 4.3 25,62: 5.C
Other operating expens
(income) ne 92¢ 0.2 (365) 0.2 11,85( 1.€ (311 (0.2)
Amortization expens 3,52¢ 1.C 1,24¢ 0.5 7,01t 1.C 2,31( 0.5
Total operating
expense: 49,16¢ 13.4 34,45¢ 13.5 107,47¢ 14.¢ 70,57( 13.7
Operating incomi $ 19,46 53% $ 19,14¢ 7.4% $ 31,53¢ 4.3% $ 35,12¢ 6.8%

Three Months Ended June 30, 2008 Compared to Thkéenths Ended June 30, 2007

Net Sale— Second quarter net sales increased 43.5% to 48&6@Hion in 2008, compared to $256.0 million iretekecond quarter of 2007.
Net sales by segment are shown in the followinggt:

Net Sales
$ Increase % Increasel
2008 2007 (Decrease (Decrease’
(Dollars in thousands)

North American Retail Grocel $222,88( $138,21: $ 84,66¢ 61.2%
Food Away From Hom 76,64 64,01 12,62¢ 19.7%
Industrial and Expot 67,84¢ 53,80" 14,041 26.1%
Total $367,36¢ $256,03: $111,33¢ 43.5%

The increase in sales is primarily due to the 28@juisitions of the E.D. Smith salad dressing, j@fh; and sauce business (“E.D. Smith”),
the San Antonio Farms Mexican sauce business (2&@onio Farms”) and DeGraffenreid, LLC pickle busés (“DeGraffenreid”) as well as
price increases taken to offset rising input costs.

Cost of Sales— All expenses incurred to bring a product to castiph are included in cost of sales. These costade raw materials,
ingredient and packaging costs, labor costs, fald equipment costs, including costs to opeaatemaintain our warehouses, and costs
associated with transporting our finished prodfi@sy our manufacturing facilities to our own dibuition centers. Cost of sales as a
percentage of net sales was 81.3% in the secontkbqoé 2008 compared to 79.1% in 2007. Price iases taken in 2008, as well as cost
reduction initiatives, only partially offset thesimg cost of raw materials and packaging. We caetitio experience increases in commodity
costs in such items as casein, corn syrup, ancesoybil compared to the second quarter of 2007e&ses in raw material costs in the second
guarter of 2008 compared to 2007 included a 50%ase in casein, 11% increase in corn syrup aret etheeteners, 50% increase in
soybean oil and other oils and a 7% increase inrober crop costs. Packaging cost increases ineud® increase in glass packaging and a
19% increase in plastic containers. The Companyg doeexpect relief from increasing costs in tharrierm.
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Operating Expenses- Our operating expenses were $49.2 million dutirvgsecond quarter of 2008 compared to $34.5 millid2007.

Selling and distribution expenses increased $71komior 34.7% in the second quarter of 2008 coradao the second quarter of 2007 due to
the San Antonio Farms acquisition in May, 2007 &rid. Smith in October, 2007. General and admirtisgaexpenses increased $3.7 million
in the second quarter of 2008 compared to 200maily due to the Canadian infrastructure addea esult of the E.D. Smith acquisition in
October, 2007. While operating costs increased eoetpto 2007, total operating costs as a percenfaget sales was consistent with 2007.
During the second quarter of 2008 and 2007, operakpenses as a percentage of net sales was 48dl%3.5%, respectively, as the
continued leveraging of selling and distributiom ayeneral and administrative expenses were pgroffitet by higher amortization expense.

Other operating expense of $0.9 million is reldtethe closure of the Portland, Oregon pickle plant

Operating Income— Operating income for the second quarter of 2088 $19.5 million, an increase of $0.3 million, of%, from operating
income of $19.1 million in the second quarter 0®8200ur operating margin was 5.3% in the secondteuaf 2008 compared to 7.4% in the
prior year's quarter, reflecting the higher inposts.

Income Taxe— Income tax expense was recorded at an effectiecaf 30.2% in the second quarter of 2008 compiar88.2% in the prior
yeal's quarter. The lower effective tax rate in 2008us to the favorable intercompany financing strretntered into in conjunction with t
E.D. Smith acquisition. (See Note 4)

Three Months Ended June 30, 2008 Compared to Thkéenths Ended June 30, 2007 — Results by Segment

North American Retail Grocer—

Three Months Ended June 30

2008 2007
Dollars Percent Dollars Percent
(Dollars in thousands)

Net sales $222,88( 100.(% $138,21: 100.(%
Cost of sale: 177,24( 79.t 105,13t 76.1
Gross profit 45,64( 20.k 33,07t 23.¢
Freight out and commissiol 14,82 6.7 9,73¢ 7.C
Direct selling and marketin 5,76¢€ 2.€ 5,61% 4.1
Direct operating incom $ 25,05: 11.2% $ 17,72, 12.6%

Net sales in the North American Retail Grocery segnincreased by $84.7 million, or 61.3% in theosecquarter of 2008 compared to
second quarter of 2007. The change in net sales 2@07 to 2008 was due to the following:

Dollars Percent
(Dollars in thousands)

2007 Net sale $138,21:

Volume (4,845 (3.9%

Acquisitions 82,28¢ 59.€

Pricing 8,547 6.2

Mix/other (1,327) (1.0
2008 Net sale $222,88( 61.2%

The increase in net sales from 2007 to 2008 resbutt@inly from the acquisition of San Antonio Fanmshe second quarter of 2007 and E.D.
Smith in the fourth quarter of 2007. Price incresaisdeen due to rising raw material and packagirggscpartially offset lower case sales of
baby food, and retail branded pickles. Volume dexidue to a previously announced loss of a sgmifibaby food customer and movement
away from certain low margin customers.

Cost of sales as a percentage of net sales incréase 76.1% in 2007 to 79.5% in 2008 primarilysasesult of increases in raw material and
packaging costs which were only partially offsetdnice increases. We have implemented severakedattion and pricing initiatives in an
attempt to offset these cost increases.

Freight out and commissions paid to independersdaiokers was $14.8 million in the second quaft®008 compared to $9.7 million in
2007, an increase of 52.2%, primarily due to the Satonio Farms and E.D. Smith acquisitions andhbigreight costs, due to rising fuel
costs.
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Food Away From Hom—

Three Months Ended June 30

2008 2007
Dollars Percent Dollars Percent
(Dollars in thousands)

Net sales $76,64: 100.(% $64,01: 100.(%
Cost of sale: 62,79¢ 81.¢ 52,83¢ 82.t
Gross profit 13,84: 18.1 11,17¢ 17.t
Freight out and commissiol 3,70¢ 4.¢ 2,591 4.C
Direct selling and marketin 1,56¢€ 2.C 1,257 2.C
Direct operating incom $ 8,561 11.2% $ 7,33( 11.5%

Net sales in the Food Away From Home segment isectay $12.6 million, or 19.7%, in the second ceravf 2008 compared to the pr
year. The change in net sales from 2007 to 2008dwago the following

Dollars Percent
(Dollars in thousands)
2007 Net sale $64,01:
Volume (4,320 (6.8)%
Acquisitions 10,88¢ 17.C
Pricing 4,40¢ 6.8
Mix/other 1,65¢€ 2.6
2008 Net sale $76,64: 19.7%

Sales were up during the second quarter of 200§aced to 2007 primarily due to the DeGraffenreid &an Antonio Farms acquisitions in
May, 2007, the E.D. Smith acquisition in OctobdQ?2 and price increases taken since last year.nvldeclined as the Company moved
away from certain low margin customers.

Cost of sales as a percentage of net sales dedrizase82.5% in the second quarter of 2007 to 8192008, as sales price increases
realized in the quarter helped to offset incre@aseaw material and packaging costs and a favonaideof higher margin salsa as a result of
the San Antonio Farms acquisition.

Freight out and commissions paid to independepsdaiokers was $3.7 million in the second quaft@008 compared to $2.6 million in
2007, an increase of 43.1%, primarily due to gromthiolume resulting from the DeGraffenreid, Sart@mo Farms and E.D. Smith
acquisitions and higher freight costs, due to gdirel costs.

Industrial and Expor—

Three Months Ended June 30

2008 2007
Dollars Percent Dollars Percent
(Dollars in thousands)

Net sales $67,84¢ 100.(% $53,80" 100.(%
Cost of sale: 58,70 86.5 44,45 82.€
Gross profit 9,14 13.t 9,354 17.4
Freight out and commissiol 2,15t 3.2 1,95¢ 3.€
Direct selling and marketin 182 0.3 20C 0.4
Direct operating incom $ 6,81( 10.(% $ 7,19¢ 13.4%
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Net sales in the Industrial and Export segmeneased $14.0 million or 26.1% in the second quaft@008 compared to the prior year. 1
change in net sales from 2007 to 2008 was duectfotlowing:

Dollars Percent
(Dollars in thousands)

2007 Net sale $53,80"

Volume 7,382 13.7%

Acquisitions 1,25 2.3

Pricing 12,17: 22.7

Mix/other (6,769) (12.6)
2008 Net sale $67,84¢ 26.1%

Price increases have been taken since last yaar éffort to offset the significant increases ipuhcosts. Volume increases due to additional
co-pack sales also increased sales for the quarter.

Cost of sales as a percentage of net sales incré@se 82.6% in the second quarter of 2007 to 86iHZ008 reflecting increasing raw
material and packaging costs, which were partiafiiget by pricing increases during the quarter amdénhcrease in lower margin @ack sales

Freight out and commissions paid to independepsdaiokers was $2.2 million in the second quaft@008 compared to $2.0 million in
2007, an increase of 10.2%, primarily due to th@728cquisitions and increased freight costs, duisitoeg fuel costs.
First Six Months of 2008 Compared to First Six Mdm of 2007

Net Sale— The first six months net sales increased 41.4%88% million in the first six months of 2008, coanpd to $515.0 million in th
first six months of 2007. Net sales by segmentshmvn in the following table:

Net Sales
$ Increase % Increase)
2008 2007 (Decrease (Decrease)
(Dollars in thousands)

North American Retail Grocel $442,52( $284,79¢ $157,72: 55.4%
Food Away From Hom 147,56’ 119,20« 28,36: 23.8%
Industrial and Expot 137,90! 111,01. 26,89: 24.2%
Total $727,99. $515,01! $212,97° 41.%

The increase in sales is primarily due to the 28@juisitions of E.D. Smith, San Antonio Farms amdbaffenreid as well as price increases
taken to offset rising input costs.

Cost of Sales— All expenses incurred to bring a product to castiph are included in cost of sales. These costade raw materials,
ingredient and packaging costs, labor costs, faa@ld equipment costs, including costs to opeaatemaintain our warehouses, and costs
associated with transporting our finished proddreisr our manufacturing facilities to our own dibtition centers. Cost of sales as a
percentage of net sales was 80.9% in the firstnginths of 2008 compared to 79.5% in 2007. Priceeames taken in 2008, as well as cost
reduction initiatives, only partially offset thesimmg cost of raw materials and packaging. We caoetiio experience increases in commodity
costs in such items as casein, corn syrup, andesoybil compared to the first six months of 20@tréases in raw material costs in the first
six months of 2008 compared to 2007 included a 6¥¥ease in casein, 11% increase in corn syrupoémel sweeteners, 45% increase in
soybean oil and other oils and a 7% increase inrober crop costs. Packaging cost increases indud@s increase in glass packaging and a
20% increase in plastic containers. The Companyg dotexpect relief from increasing costs in tharrierm.

Operating Expenses- Our operating expenses were $107.5 million dutimegfirst six months of 2008 compared to $70.8iamilin 2007.
Selling and distribution expenses increased $14llibmor 34.1% in the first six months of 2008 cpared to the first six months of 2007 due
to the San Antonio Farms acquisition in May, 2008d &.D. Smith in October, 2007. General and adnratise expenses increased

$5.4 million in the first six months of 2008 comedrto 2007, primarily due to the Canadian infrattrite added as a result of the E.D. Smith
acquisition in October, 2007.
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Other operating expense of $11.9 million includ&$.4 million related to the closure of the Portla@degon pickle plant and $0.5 million
related to the unreimbursed expense resulting franfire at the New Hampton, lowa facility.

Operating Income— Operating income for the six months of 2008 was.$ million, a decrease of $3.6 million, or 10.Z%6m operating
income of $35.1 million in the first six months207. Our operating margin was 4.3% in the firstrsonths of 2008 compared to 6.8% in
the prior year. Excluding the impact of the Pordgntant closure, operating margin for the first signths of 2008 would have been 5.9%.

Income Taxe— Income tax expense was recorded at an effedieeaf 29.5% in the first six months of 2008 coneplatio 38.5% in the prior
year. The lower effective tax rate in 2008 is du¢he favorable intercompany financing structureerd into in conjunction with the E.|
Smith acquisition. (See Note 4)

Six Months Ended June 30, 2008 Compared to Six MmsEnded June 30, 20— Results by Segment

North American Retail Grocel

Six Months Ended June 30,

2008 2007
Dollars Percent Dollars Percent
(Dollars in thousands)

Net sales $442,52( 100.(% $284,79¢ 100.(%
Cost of sale: 351,61. 79.5 217,75! 76.5
Gross profit 90,90¢ 20.k 67,04« 23.k
Freight out and commissiol 28,76¢ 6.5 19,44 6.8
Direct selling and marketin 11,59/ 2.€ 11,26¢ 3.9
Direct operating incom $ 50,54¢ 11.4% $ 36,33: 12.£%

Net sales in the retail grocery segment increagekllb7.7 million, or 55.4% in the first six montb§2008 compared to the first six month:
2007. The change in net sales from 2007 to 2008dwago the following:

Dollars Percent
(Dollars in thousands)
2007 Net sale $284,79¢
Volume (18,439 (6.5)%
Acquisitions 156,21 54.¢
Pricing 18,23: 6.4
Mix/other 1,70¢ 0.€
2008 Net sale $442,52( 55.4%

The increase in net sales from 2007 to 2008 resutt@inly from the acquisition of San Antonio Farmshe second quarter of 2007 and E.D.
Smith in the fourth quarter of 2007. Price incresaisdeen due to rising raw material and packagirggscpartially offset lower case sales of
baby food and retail branded pickles. Volume dedidue to a previously announced loss of a sigmifibaby food customer and movement
away from certain low margin customers.

Cost of sales as a percentage of net sales indréase 76.5% in 2007 to 79.5% in 2008 primarilyaaesult of increases in raw material and
packaging costs which were only partially offsetdnice increases. We have implemented severakedattion and pricing initiatives in an
attempt to offset these cost increases.

Freight out and commissions paid to independeesdaiokers was $28.8 million in the first six manti 2008 compared to $19.4 million in
2007, an increase of 48.0%, primarily due to the Satonio Farms and E.D. Smith acquisitions andhaigreight costs, due to higher fuel
costs.
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Food Away From Hom—

Six Months Ended June 30

2008 2007
Dollars Percent Dollars Percent
(Dollars in thousands)

Net sales $147,56° 100.(% $119,20:« 100.(%
Cost of sale: 120,86« 81.¢ 98,60 82.7
Gross profit 26,70: 18.1 20,60( 17.2
Freight out and commissiol 7,17 4.9 4,84( 4.1
Direct selling and marketin 3,39¢ 2.3 2,48: 2.1
Direct operating incom $ 16,13t 10.9% $ 13,27; 11.1%

Net sales in the Food Away From Home segment isectay $28.4 million, or 23.8%, in the first six milos of 2008 compared to the pr
year. The change in net sales from 2007 to 2008dwago the following

Dollars Percent
(Dollars in thousands)
2007 Net sale $119,20-
Volume (6,917 (5.9%
Acquisitions 24,31¢ 20.4
Pricing 8,72: 7.3
Mix/other 2,23¢ 1.
2008 Net sale $147,56° 23.8%

Sales were up during the first six months of 206@pared to 2007 primarily due to the DeGraffenesid San Antonio Farms acquisitions in
May, 2007, the E.D. Smith acquisition in OctobdQ2 and price increases taken since last year.nvldeclined as the Company moved
away from certain low margin customers.

Cost of sales as a percentage of net sales dedrizase82.7% in the first six months of 2007 to®%.in 2008, as sales price increases
realized in the first six months helped to offsetreases in raw material and packaging costs &mwbaable mix of higher margin salsa as a
result of the San Antonio Farms acquisition.

Freight out and commissions paid to independersdaiokers was $7.2 million in the first six montfi2008 compared to $4.8 million in
2007, an increase of 48.1%, primarily due to gromthiolume resulting from the DeGraffenreid, Sart@mo Farms and E.D. Smith
acquisitions and higher freight costs, due to hidghel costs.

Industrial and Expor—

Six Months Ended June 30

2008 2007
Dollars Percent Dollars Percent
(Dollars in thousands)

Net sales $137,90! 100.(% $111,01: 100.(%
Cost of sale: 116,49¢ 84.t 92,96( 83.7
Gross profit 21,40 15.t 18,05: 16.2
Freight out and commissiol 4,57¢ 3.3 3,97¢ 3.€
Direct selling and marketin 41F 0.3 391 0.4
Direct operating incom $ 16,41 11.9% $ 13,68 12.2%
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Net sales in the Industrial and Export segmeneiased $26.9 million or 24.2% in the first six mantti 2008 compared to the prior year.
change in net sales from 2007 to 2008 was duectfotlowing:

Dollars Percent
(Dollars in thousands)

2007 Net sale $111,01:

Volume 8,297 7.5%

Acquisitions 3,31« 3.C

Pricing 22,38: 20.1

Mix/other (7,107 (6.9
2008 Net sale $137,90! 24.2%

Price increases have been taken since last year éffort to offset the significant increases ipuhcosts. The effect of acquisitions and
volume increases in the co-pack business madeeuipaiance of the growth in net sales.

Cost of sales as a percentage of net sales incréase 83.7% in the first six months of 2007 to®%4.in 2008 reflecting increased raw
material and packaging costs that were partiafigedfby price increases.

Freight out and commissions paid to independersdaiokers was $4.6 million in the first six montfi2008 compared to $4.0 million in
2007, an increase of 15.2%, due to the 2007 a¢imuisiand increased freight costs, due to highelrdasts.

Liquidity and Capital Resources
Cash Flow

Management assesses the Company’s liquidity ingefnits ability to generate cash to fund its ofiatg investing and financing activities.
The Company continues to generate substantialfoashoperating activities and remains in a strangricial position, with resources
available for reinvestment in existing business&ategic acquisitions and managing its capitalcstire on a short and long-term basis.

The Company’s cash flow from operating, investing &éinancing activities, as reflected in the CormtghConsolidated Statements of Cash
Flows is summarized in the following table:

Six Months Ended
June 30,
2008 2007
(In thousands)

Net cash provided by (used in) continuing operati

Operating activitie: $ 55,91¢ $ 62,59t
Investing activities $(28,74) $(108,23¢)
Financing activitie: $(32,59)) $ 45,287

Net cash provided by operating activities decredmse$6.7 million for the first six months of 2008rapared to 2007. Net income, exclud
non-cash items such as write down of impaired asdepreciation, amortization and stock-based cosgi®n, increased by $8.5 million.
However, this was more than offset by an increasearking capital resulting from the Company’s gtbvirom acquisitions.

Net cash used in investing activities was $28.Tionilin the first six months of 2008 compared t®82 million in the first six months «

2007, a decrease of $79.5 million primarily dueléareased cash outflows for acquisitions offsedyncrease in additions to property, plant
and equipment. These additions to property, pladtegjuipment, in 2008, were associated with a bpilgject and plant equipment purchases
at our Pittsburgh facility, plus multiple projeetsour other manufacturing facilities and the pasghof a Company airplane.

Net cash used in financing activities was $32.68ionilin the first six months of 20Ccompared to cash provided of $45.3 million in 2087,
decrease of $77.9 million mainly due to proceedmfthe issuance of debt in 2007 needed for theisitiqn of businesses. The Company
repaid approximately $32.9 million of debt, whicitiudes $5.5 million for the termination of a caplease, in the first six months of 2008,
net of borrowings, compared to $53.1 million in 200
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Debt Obligations

At June 30, 2008, we had $484.5 million in borraygrunder our revolving credit facility, senior ot $100 million and $3.9 million of tax
increment financing and other obligations. In additat June 30, 2008, there were $6.2 millioreitelrs of credit under the revolver that were
issued but undrawn.

Our short-term financing needs are primarily foiaficing working capital during the year. Due toghasonality of pickle and fruit
production, driven by harvest cycles, which ocaumgrily during late spring and summer, inventoigeserally are at a low point in late
spring and at a high point during the fall, inciegsour working capital requirements. In additiare build inventories of salad dressings in
the spring and soup in the summer months in astiicip of large seasonal shipments that begin tatee second and third quarter,
respectively. Our long-term financing needs wilpdrd largely on potential acquisition activity. @avolving credit agreement, plus cash
flow from operations, is expected to be adequaf@adeide liquidity for our planned growth strategy.

Our revolving credit facility provides for an aggete commitment of $600 million of which $109.3 linih was available at June 30, 2008.
Interest rates are tied to variable market ratasiwiveraged 3.53% on debt outstanding as of JOn2@®8. We are in compliance with the
applicable covenants as of June 30, 2008.

On September 22, 2006, we completed a private placeof $100 million in aggregate principal of 8@83enior notes due September 30,
2013, pursuant to a Note Purchase Agreement anhengdmpany and a group of purchasers. All of the@any’s obligations under the
senior notes are fully and unconditionally guaradtby Bay Valley Foods, LLC, a wholly owned subaigliof the Company. We are in
compliance with the applicable covenants as of A)&008.

See Note 9 to our Condensed Consolidated FinaBtadédments.

Other Commitments and Contingencies

We also have the following commitments and contidjabilities, in addition to contingent liabilés related to ordinary course of litigation,
investigations and tax audits:

. certain lease obligations, a

. selected levels of property and casualty riskispagrily related to employee health care, workemhpensation claims and other
casualty losse:

See Note 15 to our Condensed Consolidated Finatatééments and our Annual Report on FornKIfor the fiscal year ended December
2007 for more information about our commitments eotingent obligations.
Future Capital Requirements

We expect capital spending programs to increa20®8 as a result of including a full twelve montifighe acquisitions in 2007. Capital
spending in 2008 is focused on plant efficiencies apgrades to our Pittsburgh plant’s water andgs@ystems, additional building and
production lines at our North East, Pennsylvandifg, productivity improvements and routine equipnt upgrades or replacements at our
plants, which currently number 18 across the Un8tades and Canada.

In 2008, we expect cash interest to be approxim&a0.0 million based on anticipated debt leveld eash taxes are expected to be
approximately $11.8 million.

Recent Accounting Pronouncemen

Information regarding recent accounting pronounaesiis provided in Note 3 to the Company’s Conddr@ensolidated Financial
Statements.

Critical Accounting Policies

A description of the Company’s critical accountjgicies is contained in our Annual Report on FA®rK for the year ended December 31,
2007. There were no material changes to our cridiceounting policies in the six months ended BMe2008.
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Off-Balance Sheet Arrangements

We do not have any obligations that meet the déedimiof an off-balance sheet arrangement, other treerating leases, which have or are
reasonably likely to have a material effect on Gandensed Consolidated Financial Statements.

Forward Looking Statements

From time to time, we and our representatives nmayige information, whether orally or in writingydluding certain statements in this
Quarterly Report on Form 10-Q, which are deemeukttforward-looking”within the meaning of the Private Securities Litiga Reform Ac
of 1995 (the “Litigation Reform Act”). These forwgklooking statements and other information are basedur beliefs as well as assumpti
made by us using information currently available.

The words “anticipate,” “believe,” “estimate,” “egpt,” “intend,” “should”and similar expressions, as they relate to usngeaded to identif
forward-looking statements. Such statements reflacturrent views with respect to future eventd are subject to certain risks,
uncertainties and assumptions. Should one or nfdresse risks or uncertainties materialize, or $thomderlying assumptions prove
incorrect, actual results may vary materially fritose described herein as anticipated, believéidya@ed, expected or intended. We do not
intend to update these forward-looking statements.

In accordance with the provisions of the LitigatRaform Act, we are making investors aware thahs$aovard-looking statements, because
they relate to future events, are by their veryre@asubject to many important factors that coulaseaactual results to differ materially from
those contemplated by the forward-looking statemeantained in this Quarterly Report on Form 10A@Q ather public statements we make.
Such factors include, but are not limited to: thikcome of litigation and regulatory proceedingsvtich we may be a party; actions of
competitors; changes and developments affectingnolustry; quarterly or cyclical variations in fimgal results; development of new
products and services; our level of indebtednessrést rates and cost of borrowing; our abilityrtaintain and improve cost efficiency of
operations; changes in foreign currency exchangs;rahanges in economic conditions, political ¢oowls, reliance on third parties for
manufacturing of products and provision of servieasl other risks that are set forth in the Riskt&& section, the Legal Proceedings
section, the Management’s Discussion and Analyfsisrancial Condition and Results of Operationgisacand other sections of this
Quarterly Report on Form 10-Q, as well as in ourré€ut Reports on Form 8-K.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk
Interest Rate Fluctuations

In July 2006, we entered into a forward interet# sap transaction for a notational amount of $hdon as a hedge of the forecasted
private placement of $100 million senior notes. Tierest rate swap transaction was terminatedwgust 31, 2006, which resulted in a pre-
tax loss of $1.8 million. The unamortized lossaBeacted, net of tax, in Accumulated other compnsiiee loss in our Condensed Consolid:
Balance Sheets. The total loss will be reclassifidbly to our Condensed Consolidated Stateméritecome as an increase to interest
expense over the term of the senior notes, proyidimeffective interest rate of 6.29% over the teofour senior notes.

We do not utilize financial instruments for tradipgrposes or hold any derivative financial instratseas of June 30, 2008, which could
expose us to significant market risk. Our exposammarket risk for changes in interest rates relatémarily to the increase in the amount of
interest expense we expect to pay with respeatteavolving credit facility, which is tied to vatble market rates. Based on our outstanding
debt balance under our revolving credit facility,ad June 30, 2008, each 1% rise in our interéstwauld increase our interest expense by
approximately $4.8 million annually.
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Input Costs

The costs of raw materials, as well as packagingrnads and fuel, have increased substantiallgaent years and future changes in such
costs may cause our results of operations andmanating margins to fluctuate significantly. Marfytlee raw materials that we use in our
products rose to unusually high levels during 2@ continued at these high levels in the fisshsonths of 2008, including processed
vegetables and meat, soybean oil, casein, swestaeese and packaging materials. In additioh cfusts, which represent the most
important factor affecting utility costs at our gration facilities and our transportation costs, @aurrently at very high levels. Furthermore,
certain input requirements, such as glass useddkaging, are available only from a limited numbesuppliers.

New for the Company in 2008 is the exposure tomaaterial price fluctuations for items used in camg, jellies and other products, wh
were obtained through the purchase of E.D. Smithdtober 2007. Incremental raw materials usedéselproducts include fresh and
processed fruits and berries. The majority of #reaining raw materials used by E.D. Smith are ctiyeised by the Company, but now at
higher volumes. The price of fruits and berriessargject to many variables, including global supplizich is impacted by weather and
disease and can significantly impact available Bepand costs.

The Company has seasonal grower contracts withietyaf growers strategically located to supply pickle production facilities. Bad
weather or disease in a particular growing areadeanmage or destroy the crop in that area, whichidvioapair crop yields. If we are not able
to buy cucumbers from local suppliers, we woul@lijkeither purchase cucumbers from foreign sousigsh as Mexico or India, or ship
cucumbers from other growing areas in the UnitedeSt thereby increasing our production costs.

Changes in the prices of our products may lag lietiranges in the costs of our raw materials anllguaeg. Competitive pressures also may
limit our ability to quickly raise prices in respgmto increased raw material, packaging and fuskcéccordingly, if we are unable to
increase our prices to offset increasing raw maligpackaging and fuel costs, our operating prafitd margins could be materially adversely
affected.
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Fluctuations in Foreign Currencies

The Company is exposed to fluctuations in foreigrrency cash flows primarily related to raw matkepiarchases. We are also exposed to
fluctuations in the value of our foreign currenoyéstment in our Canadian subsidiary, E.D. Smithictvwas purchased October 15, 2007.
Additionally, input costs for certain Canadian sadee denominated in U.S. dollars, further impactire affect foreign currency fluctuations
may have on the Company.

E.D. Smith is a manufacturer of private label salezksings, jams, jellies and pie fillings and ottrévate label products in Canada. The
Company’s financial statements are presented in dbfars, which require the Canadian assetslii@si, revenues, and expenses to be
translated into U.S. dollars at applicable exchamages. Accordingly, we are exposed to volatilitithie translation of foreign currency
earnings due to fluctuations in the value of theahan dollar, which may negatively impact the Camys results of operations and finan
position. For the six months ended June 30, 20@Cobmpany recognized a foreign currency exchamggedf approximately $8.5 million, of
which $6.6 million was recorded as a component@fuinulated other comprehensive loss and $1.9 millias recorded on the Company’s
Condensed Consolidated Statements of Income wiitlei©ther (income) expense line.

The Company, through its wholly owned consolidatelsidiary, E.D. Smith, enters into foreign cursenontracts due to the exposure to
Canadian/U.S. dollar currency fluctuations on ctossier transactions. These contracts do not gualifhedge accounting. The Company
records the fair value of these contracts on thed€nsed Consolidated Balance Sheets and has rddbalehange in fair value through the
Condensed Consolidated Statements of Income, wiitkitDther (income) expense line. For the six meetided June 30, 2008, the Comp
recorded a gain on these contracts totaling apprabely $0.5 million. The remaining foreign curreregntracts expire during 2008.

Iltem 4. Controls and Procedures

Evaluations were carried out under the superviaimhwith the participation of the Company’s managetnincluding our Chief Executive
Officer and Chief Financial Officer of the effeativess of the design and operation of our disclosumérols and procedures (as defined in
Rule 13a15(e) under the Securities Exchange Act of 1934jfdlse end of the period covered by this repoas&l upon those evaluations,
Chief Executive Officer and Chief Financial Offideave concluded that as of June 30, 2008, thesbslise controls and procedures were
effective.

There have been no changes in our internal coowen financial reporting during the quarter endedel30, 2008 that have materially
affected, or are likely to materially affect, ther@pany’s internal control over financial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
TreeHouse Foods, Inc.
Westchester, lllinois

We have reviewed the accompanying condensed cdasetdi balance sheet of TreeHouse Foods, Inc. dsidsaries (the “Company”) as of
June 30, 2008, and the related condensed consalidtdtements of income for the three and six mpetinds ended June 30, 2008 and 2007
and of cash flows for the six month periods endet B0, 2008 and 2007. These interim financiabstants are the responsibility of the
Company’s management.

We conducted our reviews in accordance with thedsteds of the Public Company Accounting Oversigbamd (United States). A review of
interim financial information consists principalty applying analytical procedures and making inigsiof persons responsible for financial
and accounting matters. It is substantially lessciope than an audit conducted in accordance hatlstandards of the Public Company
Accounting Oversight Board (United States), thezotiye of which is the expression of an opinionareling the financial statements taken as
a whole. Accordingly, we do not express such aniopi

Based on our reviews, we are not aware of any mahtaodifications that should be made to such casdd consolidated interim financial
statements for them to be in conformity with acamprinciples generally accepted in the Unitedt&t of America.

We have previously audited, in accordance withsthedards of the Public Company Accounting Ovetdigtard (United States), the
consolidated balance sheet of TreeHouse Foodsahacsubsidiaries as of December 31, 2007, anckthated consolidated statements of
income, stockholders’ equity and paresntet investment, and cash flows for the year #refed (not presented herein); and in our repoetd
February 27, 2008, we expressed an unqualifiedapion those consolidated financial statementsuinopinion, the information set forth in
the accompanying condensed consolidated balanet abef December 31, 2007 is fairly stated, imeterial respects, in relation to the
consolidated balance sheet from which it has beenet.

/s/ Deloitte & Touche LLI

Chicago, lllinois
August 6, 2008
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Part Il — Other Information

Item 1. Legal Proceedings

We are party to a variety of legal proceedingsmagisut of the conduct of our business. While tbsutts of proceedings cannot be predicted
with certainty, management believes that the fmatome of these proceedings will not have a maltadverse effect on our consolidated
financial statements, annual results of operatwrtash flows.

Item 1A. Risk Factors

Information regarding risk factors appeardvianagement’s Discussion and Analysis of Financiahdition and Results of Operations —
Information Related to ForwarLooking Statementsn Part | — Item 2 of this Form 10-Q and in Paft Item 1A of the TreeHouse Foods,
Inc. Annual Report on Form 1R-for the year ended December 31, 2007. There haea no material changes from the risk factorsipusly
disclosed in the TreeHouse Foods, Inc. Annual RegoForm 10-K for the year ended December 31, 2007

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

None.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Submission of Matters to a Vote of Securityolders
None.

Item 5. Other Information
None.
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Item 6. Exhibits

15.1 Awareness Letter from Deloitte & Touche LLP regaglunaudited financial informatic

31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 200z
31.2 Certification of Chief Financial Officer pursuant $ection 302 of the Sarba-Oxley Act of 200z
32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 200z
32.z Certification of Chief Financial Officer pursuant $ection 906 of the Sarba-Oxley Act of 200z
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SIGNATURES

Pursuant to the requirement of the Securities Bxgha\ct of 1934, the registrant has duly causedréport to be signed on its behalf by the
undersigned thereunto duly authorized.

TREEHOUSE FOODS, INC.

/s/ Dennis F. Riordan

Dennis F. Riordar

Senior Vice President and Chief Financial
Officer

August 7, 2008
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Exhibit 15.1

TreeHouse Foods, Inc.

Two Westbrook Corporate Center
Suite 1070

Westchester, lllinois

We have reviewed, in accordance with the standafrttee Public Company Accounting Oversight Boaraifeld States), the unaudited
interim financial information of TreeHouse Foods;.land subsidiaries for the periods ended Jun2@IB and 2007, as indicated in our
report dated August 6, 2008; because we did ndoreran audit, we expressed no opinion on thatrimédgion.

We are aware that our report referred to aboveghvisi included in your Quarterly Report on FormQ@er the quarter ended June 30, 2008,
is incorporated by reference in Registration Stet@sNo. 333-126161 and No. 333-150053 on Form S-8.

We also are aware that the aforementioned reparsuant to Rule 436(c) under the Securities AA&3H3, is not considered a part of the
Registration Statements prepared or certified bg@ountant or a report prepared or certified bg@ountant within the meaning of
Sections 7 and 11 of that Act.

/s/ Deloitte & Touche LLI

Chicago, lllinois
August 6, 2008



Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Sam K. Reed, Chairman of the Board and Chiefchtiee Officer, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of TreeHouse Foods, In

Based on my knowledge, this report does notato any untrue statement of a material fact oit torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. designed such disclosure controls and puresdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant including its consolidasetbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

b.  designed such internal over financial répgrtor caused such internal control over finanmglorting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c.  evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls andgatures as of the end of the period covered kyréipiort based on such
evaluations; an

d. disclosed in this report any change in #ggstrant’s internal control over financial repogithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regist’s internal control over financial reportir

The registrant’s other certifying officer anldave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a. all significant deficiencies and materialkeesses in the design or operation of internairobaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b. any fraud, whether or not material, thabimes management or other employees who have Hisén role in the registrant’s
internal control over financial reportin

/s/ Sam K. Ree

Sam K. Reet
Chairman of the Board and Chief
Executive Office

August 7, 2008



Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Dennis F. Riordan, Senior Vice President ande€Rinancial Officer, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of TreeHouse Foods, In

Based on my knowledge, this report does notato any untrue statement of a material fact oit torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. designed such disclosure controls and puresdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant including its consolidasetbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

b.  designed such internal over financial répgrtor caused such internal control over finanmglorting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c.  evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls andgatures as of the end of the period covered kyréipiort based on such
evaluations; an

d. disclosed in this report any change in #ggstrant’s internal control over financial repogithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regist’s internal control over financial reportir

The registrant’s other certifying officer anldave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a. all significant deficiencies and materialkeesses in the design or operation of internairobaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b. any fraud, whether or not material, thabimes management or other employees who have Hisén role in the registrant’s
internal control over financial reportin

/s/ Dennis F. Riordan
Dennis F. Riordar
Senior Vice President and Chief Financial Offi

August 7, 2008



Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
adopted pursuant to Section 906 of the Sarbanes-@xl Act of 2002

In connection with the Form 10-Q of TreeHouse Foduls (the “Company”) for the quarter ended Ju@eZ908, as filed with the Securities
and Exchange Commission on the date hereof (thpdiR®, |, Sam K. Reed, Chairman of the Board amieCExecutive Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 3% adopted pursuant to Section 906 of the Sasb@nley Act of 2002, that this Report
fully complies with the requirements of Sectiond)3¢r Section 15(d) of the Securities Exchangedhdi934, as amended, and the
information contained in this Report fairly preseimt all material respects, the financial conditéord results of operations of the Company.

/s/ Sam K. Ree

Sam K. Reet
Chairman of the Board and Chief
Executive Office

August 7, 2008

Note: This certification accompanies this Reporspant to Section 906 of the SarbeOxley Act of 2002 and shall not be deemed filed,
except to the extent required by the Sarbadelgy Act of 2002, by the Company for purposes @ft®n 18 of the Securities Exchange Ac
1934, as amended.



Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
adopted pursuant to Section 906 of the Sarbanes-@xl Act of 2002

In connection with the Form 10-Q of TreeHouse Foduls (the “Company”) for the quarter ended Ju@eZ908, as filed with the Securities
and Exchange Commission on the date hereof (thpdi®, I, Dennis F. Riordan, Senior Vice Presidant Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 3% adopted pursuant to Section 906 of the Sasb@nley Act of 2002, that this Report
fully complies with the requirements of Sectiond)3¢r Section 15(d) of the Securities Exchangedhdi934, as amended, and the
information contained in this Report fairly preseimt all material respects, the financial conditéord results of operations of the Company.

/s/ Dennis F. Riordan

Dennis F. Riordal

Senior Vice President and Chief Financial
Officer

August 7, 2008

Note: This certification accompanies this Reporspant to Section 906 of the SarbeOxley Act of 2002 and shall not be deemed filed,
except to the extent required by the Sarbadelgy Act of 2002, by the Company for purposes @ft®n 18 of the Securities Exchange Ac
1934, as amended.



