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PART I

Forward-Looking Statements

From time to time, we and our representatives nrayige information, whether orally or in writingydluding
certain statements in this Annual Report on ForaK1®&hich are deemed to be “forward-looking” witttime
meaning of the Private Securities Litigation Refdkit of 1995 (the “Litigation Reform Act”). Theseriwvard-
looking statements and other information are basedur beliefs as well as assumptions made byiag us
information currently available.

The words “anticipate,” “believe,” “estimate,” “egpt,” “intend,” “should” and similar expressions, they
relate to us, are intended to identify forward-limgkstatements. Such statements reflect our cuvients with
respect to future events and are subject to cetitéis, uncertainties and assumptions. Should omeooe of these
risks or uncertainties materialize, or should ulyileg assumptions prove incorrect, actual resulhy wary
materially from those described herein as antieipabelieved, estimated, expected or intended. &eotlintend to
update these forward-looking statements.

In accordance with the provisions of the LitigatRaform Act, we are making investors aware thahsuc
forward-looking statements, because they relafattoe events, are by their very nature subjechémy important
factors that could cause actual results to diffatemally from those contemplated by the forwérdking statement
contained in this Annual Report on Form 10-K arfikotpublic statements we make. Such factors incloaieare
not limited to: the outcome of litigation and regary proceedings to which we may be a party; astiuf
competitors; changes and developments affectingnoluistry; quarterly or cyclical variations in fingal results;
development of new products and services; inteates and cost of borrowing; our ability to maintand improve
cost efficiency of operations; changes in foreigrrency exchange rates; changes in economic condijtpolitical
conditions, reliance on third parties for manufaicty of products and provision of services; andeotiisks that are
set forth in the “Risk Factors” section, the “Lefabceedings” section, the “Management’s DiscusaiwhAnalysis
of Financial Condition and Results of Operatiorstt®on and other sections of this Annual ReporForm 10-K,as
well as in our Quarterly Reports on Form 10-Q amdrént Reports on Form 8-K.

ltem 1. Business

Introduction

References herein to “we,” “us,” “our,” the “Compdrand “TreeHouse” refers to TreeHouse Foods, &ma
its subsidiaries unless the context specificabyest or implies otherwise.

TreeHouse is a Delaware corporation that was foromedanuary 25, 2005 by Dean Foods Company (“Dean
Foods”) in order to accomplish a spin-off to ites#holders of certain specialty businesses. Deadd-wansferred
the assets and liabilities of its former Speci&bpds Group segment, andecha Mix® , Second Natur@ and
foodservice salad dressings businesses to TreeHbresHouse common stock held by Dean Foods waihdited
to Dean Foods’ stockholders on a distribution rafione share of TreeHouse common stock for evieeyshares of
Dean Foods’ common stock outstanding. The tramgfassets and liabilities and the distribution lvdu®s (the
“Distribution”) were completed on June 27, 2005 dmeeHouse commenced operations as an indepenalelid p
company. Dean Foods has no continuing stock owigensireeHouse.

We are a food manufacturer servicing primarily il grocery and foodservice channels. Our prtsduc
include pickles and related products, such as psgpe relishes; non-dairy powdered creamer usedféee
creamer and as an ingredient in other food prodsotgp and infant feeding products; and certaiermthod
products, such as aseptic cheese sauces and psiddiagnanufacture and sell:

 Private label products to retailers, such as supstets and mass merchandisers, for resale undeettikers’
own or controlled labels
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« Private label and branded products to the foodseividustry, including foodservice distributors avadional
restaurant operator

« Branded products under our own proprietary brapdsarily on a regional basis to retailers, «

» Products to our industrial customer base, includimngepackaging in portion control packages andi&e as
an ingredient by other food manufacture

We believe we are the largest manufacturer of pickind non-dairy powdered creamer in the UnitetéSta
based upon total sales volumes. We also are thdenbpeetail supplier of private label pickles, @te label nordairy
powdered creamer and private label soup in theedrfitates. According to Information Resources, in2006,
private label products, which compete with brangemtiucts on the basis of equivalent quality atveeloprice,
represented approximately 34% of all pickle produapproximately 53% of all non-dairy powdered oreaand
approximately 16% of all canned soup sold in thairgrocery channel in the United States.

We sell our products primarily to the retail grocand foodservice channels. For the year endedrbleee31,
2006, sales to the retail grocery and foodsenii@nnoels represented 53.5% and 25.6%, respectifedyr
consolidated net sales. The remaining 20.9% reptredesales to industrial and other food manufacsur majority
of our sales are private label products.

Our business has three reportable segments: pjicidesdairy powdered creamer and soup and infautihg
products. We also manufacture and sell other foodyzcts, as described more fully below.

In 2006, 34.7% of our consolidated net sales wethe pickles segment, 28.5% were in the non-dairy
powdered creamer segment and 23.9% were in soumfamd feeding products. The remaining 12.9% was
attributable to sales of other food products.

Pickles — We produce pickles, peppers, relishes and tlateducts at five of our production facilities. 1Ou
products include whole pickles, sliced pickleskf@aelish, peppers and other products in a vaoéfjavor
formulations. We supply private label pickles tpemmarkets and mass merchandisers across the (Bidess. We
also sell pickle products to foodservice customeduding relish and hamburger pickle slices. didigion, we sell
pickle products under our own brands, includiagman’s®, Nalley’'s®, Peter Piper® andSteinfeld™, that have a
regional following in certain areas of the countdur pickles segment also sells sauces and syousdil grocers
in the Eastern, Midwestern and Southeastern UiSitates under our proprietaBgnnett's® , Hoffman Hous® and
Roddenberr's ® Northwood<® brand names.

Non-Dairy Powdered Creamer— We produce non-dairy powdered creamer at thfeeioproduction
facilities. Non-dairy powdered creamer is primartised as coffee creamer or whitener. It is alsd asean
ingredient in baking, beverage and gravy mixessamilar products. We sell non-dairy powdered creaumeler
private labels and under our propriet@&rsemora® brand to the retail grocery and foodservice mark#ts also sell
non-dairy powdered creamer to our industrial cugtobase for repackaging in portion control packagesfor use
as an ingredient by other food manufacturers.

Soup and Infant Feeding— We produce condensed and ready-to-serve sotgibstand gravies as well as
infant cereals, fruits, vegetables, juices, maditsjers and desserts. We sell our soups and granges private
labels primarily to supermarkets and mass merclsarsli Infant feeding products are sold undeNatire’s
Goodnes® brand and offer a complete product line focusetherfour steps of a baby’s development. The infant
feeding products are sold to customers in grogagass merchandising and foodservice channels. e als
manufacture broth and baby foods for other foodgames under co-pack agreements. We have two pioduc
plants that manufacture soup and related prodantspf which also manufacturers baby food.

Other Food Products— We also produce aseptic cheese sauces and gsddirnthe foodservice market.
Aseptic cheese sauces and puddings are processedheat and pressure in a sterile environmerdtiogea
product that does not require refrigeration priouse. We have one production facility devotechorhanufacture
of aseptic products.
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Other food products that we manufacture and selldeMocha Mix®, a non-dairy liquid creameBecond
Nature®, a liquid egg substitute, and salad dressings soldddservice channels. One production facilitgesoter
to the manufacture of these refrigerated prodidteha Mix® andSecond Natur@ are branded products sold to
retail customers.

Prior to 2005, we manufactured and sold aseptidtimnal beverages under co-pack arrangements anat@
labels. We exited the nutritional beverages busimeshe fourth quarter of 2004 due to significdatlines in
volume, which we believed could not be replacedhatit significant investments in capital and researd
development. Our historical financial statementgehaeen restated to reflect the operations andsasedated to the
nutritional beverages business as discontinuedatipes.

Most of our products have long shelf lives andsii@ped from our production facilities directlydostomers ¢
to our distribution centers, where products aresobdated for shipment to customers. See “Our Retstioelow for
a detailed description of our reportable segmemtiscther food products.

We operate our business as Bay Valley Foods LL@y"Balley”). Bay Valley is a Delaware limited lidity
company, a wholly owned subsidiary of TreeHousedsptnc. and holds all of the real estate and dipgrassets
related to our business.

History of Our Business

The operations that comprise a significant portbour business were previously operated by theparste
operating divisions within Dean Foods: the SpegiBtiods Group, the Branded Products Group and #ig/ D
Group. In connection with the Distribution, we atgd the following assets from these operatingsidris:

» Specialty Foods Grougall of the operating (including manufacturing) antellectual property assets of our
current pickle and nodairy powdered creamer segments, as well as thkeictual property assets associt
with the foodservice salad dressings busine

« Branded Products Groujthe operating assets associated withMieeha Mix® , Second Natur@ , andRod’s
® prand name portion of the foodservice salad drgssinisinesses, as well as the intellectual propegegts
associated with thMocha Mix® andSecond Natur® businesses, ar

« Dairy Group:the manufacturing assets associated witivtbheha Mix®, Second Natur@, and foodservice
salad dressings businesses, as well as the ogeestiets associated with the private label podidhe
foodservice salad dressings busines

On December 21, 2001, Dean Foods (under its fomaere, Suiza Foods Corporation) acquired the former
Dean Foods Company (“Legacy Dean”), including jpe8alty Foods Group segment. Legacy Dean entaeed t
pickle business in 1962 when it acquired Green Bagyds Company, which traces its heritage in thklpindustry
to 1862. In time, Legacy Dean grew to become whabelieve is now the largest manufacturer of pelhethe
United States based on total sales. After manysyelagrowth and expansion, Legacy Dean’s GreenfRmds
operations expanded to include powdered non-daggmer, sauces, syrups and other specialty foatlipts.

On February 22, 2006, TreeHouse acquired the “loddusiness” and inventory of Oxford Foods, Indead
processor based in Deerfield, Massachusetts. O¥foodls is a manufacturer of pickles, peppers arokleae sauce
for the foodservice industry. The Company’s Faigdarth Carolina plant assumed the production o¢hems
after a four-month transition period.

On April 24, 2006, TreeHouse completed the acqarsiof the private label soup and infant feedingibasses
of Del Monte Corporation, a Delaware corporatidre(tSeller”), a wholly-owned subsidiary of Del Menfoods
Company. Pursuant to the terms of the Asset Puechgseement with Seller (the “Agreement”), TreeH®us
acquired the Seller’s real estate, equipment, machj inventory, raw materials, intellectual prageand other
assets primarily related to the Selte¢l) private label soup business, (2) infant fiegdiusiness conducted under
brand name Nature’s Goodné&ssand (3) the food service soup business (hereinatlectively referred to as the
“Soup and Infant Feeding Business”), and assumsdindiabilities
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to the extent related thereto. The assets of thip Sod Infant Feeding Business acquired by Treeéltngdude a
manufacturing facility in Pittsburgh, Pennsylvaniegnufacturing assets located at the Seller's Mendidinois
facility and certain other assets as outlined @Algreement. In connection with TreeHowssatquisition of the Sol
and Infant Feeding Business, TreeHouse and ther@sitered into transition services, co-pack ahdraancillary
arrangements pursuant to the Agreement, includioggterm lease and a facilities sharing agreemparguant to
which the seller will lease to TreeHouse the usthefMendota facility. On the Closing Date, TreeB®paid an
aggregate cash purchase price of $277.1 millionhf@rSoup and Infant Feeding Business of which $a#itbn was
financed through borrowings under TreeHouse’s Exjs$500 million credit facility and available cashlances.

Business Strategy

Our strategy is to optimize our current busineskgnow through acquisitions.

Optimize the Current Business —

* Improve marketing strategies in an effort to in@eaales to national accoun While we have high private
label market share in pickles, non-dairy powdemegumer and soup, we still have significant potéifidia
growth with several key national retailers and feentice customers that we either do not curremttyes or
that we currently serve in a limited manner. Weiak to focus on gaining these customers, and expand
our relationships with existing customers, by inying our marketing strategies through more soptastd
account planning and customer target

» Further expand our cost advanta(¢ Although we are a low cost producer, we belidat there are
additional cost savings opportunities that exigun operations. We intend to pursue these oppitigarby
improving supply chain efficiency, including manciiaring, sourcing and distributio

Grow Through Acquisitions —

« Build on current business core competenc We believe our core competency is our low costufecturing
capability and our ability to service our customeidficiently with a single order, invoice and shipm. We
expect to focus initially on acquisitions withinrazurrent product categories, as well as adjacateigories

« Move up theé‘value chain.” Products such as non-dairy powdered creamer apti@sbeese sauces are key
ingredients in value-added products such as dritdesnsauces, gravies and prepared foods. We intend
pursue acquisitions of product lines and busineissesiich these ingredients are critical componefithe
final product.

» Develop new platforms for the private label anddeervice markets Both the private label and foodservice
markets are growing faster than the branded rgtadery markets, yet the manufacturer base is yighl
fragmented. With the retailer consolidation curheonderway, we believe that retailers will plaocereased
emphasis on reducing supply chain complexity arslsc&Vhile our initial platform focus will be onedh
stable products, we will also explore new platfoimfrozen and refrigerated products for both tetad
foodservice

Our Products

Financial information about our pickles, ndaiy powdered creamer, and soup and infant feeskiggnents ce
be found under “Management’s Discussion and AnslgsFinancial Condition and Results of Operatiens
Results of Operations.”
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The following table sets forth our consolidated sedes by product category and distribution chaforehe
year ended December 31, 20

Distribution Channel

Retailers Foodservice Industrial and Other Total

% of % of % of % of

Product Product Product Product
Products Net Sales Sales NetSales Sales NetSales Sales Net Sales Sales

(Dollars in thousands)

Pickles $167,34° 51.3% $149,03« 45.7% $ 9,93 3.0% $326,31: 100.0%
Non-dairy powdered cream: 133,65 50.0% 5,351 2.0% 128,38. 48.0% 267,38' 100.0%
Soup and infant feedir 183,99° 82.1% 3,91 1.7% 36,277 16.2% 224,18¢ 100.0%
Other 17,79 14.6% 82,47¢ 67.9% 21,24( 17.5% 121,50¢ 100.0%
Total $502,78 53.5% $240,77¢ 25.6% $195,83( 20.9% $939,39¢ 100.0%

Pickles — Our pickles are manufactured and sold as egthelf stable, fresh pack or refrigerated products.
Shelf stable pickles go through a fermentation @ssand are pasteurized. Fresh pack pickles afemwnted but
are pasteurized and packed. Both shelf stablerasl pack pickles are sold primarily to the regailcery and
foodservice markets. Refrigerated pickles are pafiesh and are not pasteurized. They are soldapifiyrto the
foodservice market.

Pickles are made from cucumbers, which we souara firowers in different regions of the United Staténer:
our production facilities are located. We also sewsucumbers and pickles in both bulk and packégyed from
Mexico and India. Due to the seasonal nature ottlteember harvest, our pickle processing operatmadusiest
during the summer months, although we pack pickdes round.

Our pickles are produced and packaged as wholéegickut or sliced pickles and as pickle relishe Basic
flavor formulations are dill or sweet, with manyditibnal flavor variations depending on customejuieements.
Packaging for retail pickles is generally in glggs. Foodservice pickles are packaged in plastitainers and oth
packaging formats depending on customer requiresnent

We also produce a variety of related products apakle production facilities, including peppersdapickled
vegetables. These products include jalapeno peppepperoncini peppers, sliced banana peppersiakidg okra.

We also include sauces and syrups in our picklgmeat. One of our production facilities producesces,
including shrimp, tartar, horseradish, chili ancestvand sour sauces under Bemnett's® andHoffman Hous€®
brand names. These products are sold primarilypersnarkets in the Eastern, Midwestern and Soutbaited
States. Another of our production facilities prodsipancake and waffle syrup under Reeldenberry’®
Northwoods<® brand, which is a leading value brand in the Saagtezn United States based on volume of units sold.

Pickles and related products represented approgiynd4.7% of our consolidated net sales for the yeded
December 31, 2006.

Non-Dairy Powdered Creamer Non-dairy powdered creamer is produced from sayhoil, casein (a milk
protein) and corn syrup. It is used as coffee cerammwhitener and as an ingredient in baking, tBsyes and gravy
mixes and similar products.

Product offerings in this segment include privatedl products packaged for retailers, such as swgr&ets ani
mass merchandisers, foodservice products for usefiee service and other industrial applicationsluding
repackaging in portion control packages and asgredient by other food manufacturers. We also rfaature and
sell theCremora® brand of non-dairy powdered creamer.

Non-dairy powdered creamer represented approxigna&b% of our consolidated net sales for the paaed
December 31, 2006.
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Soup and Infant Feeding— Soup, broth and gravy are manufactured usingtaddes, meats and other
ingredients which are sourced from outside supgli@ur products are packaged in cans of varioes sfrom singl
serve to larger sized cans for foodservice custemi@eeHouse also manufactures infant feeding tsdat the
Pittsburgh plant, primarily under the Natur&sodnes® brand. The majority oNature’s Goodnes8 products are
manufactured by TreeHouse in glass jars with cd«@acproducing a variety of cereals and juice petglunfant
feeding products are developed and marketed arthendifferent stages of a baby’s developmBlaiture’s
Goodnes#® products are all natural and are produced undgrtigtt quality control, from sourcing of raw matds
through glass handling and finished product praongss

The majority of the infant feeding sales are tor#tail channel and represented approximately 2308tur
consolidated net sales in 2006.

Other Food Products— Aseptic products are processed under heat arsdyre in a sterile production and
packaging environment, creating a product that do¢sequire refrigeration prior to use. Our priyadiaseptic
products are cheese sauces and puddings. Thesetsrade sold in the foodservice market in cansflaxible
packages. We have developed new product formukatiod packaging formats in this product line ipogse to
customer needs.

Other food products that we produce incliiecha Mix® , a non-dairy liquid creamer, ais&cond Natur@, a
liquid egg substituteMocha Mix®is distributed on a regional basis primarily on tkest Coast of the United Stal
It also is sold as an ingredient to a third-paty ¢ream processor that produces its own frozesugtainder the
Mocha Mix® brand nameSecond Natur@ is distributed primarily in Western and Midweststates. We also sell
refrigerated salad dressings to foodservice distoits and operators.

Prior to 2005, we manufactured and sold aseptidtimnal beverages under co-pack arrangements awnalt@
labels. We exited the nutritional beverages busiireshe fourth quarter of 2004 due to significdatlines in
volume, which we believed could not be replacedhatit significant investments in capital and reseantd
development. Our historical financial statementgehaeen restated to reflect the operations andsasedated to the
nutritional beverages business as discontinuechtipas.

Marketing, Sales and Distribution

We sell our products through various distributitiarnels, including retail grocery, foodservice ardustrial,
including food manufacturers and repackagers ad$eovice products. We have an internal sales finatemanages
customer relationships and also manages our brakerork, which is used for sales to retail and fErdice
accounts. Industrial food products are generallg doectly to customers without the use of a brokéost of our
customers, including long-standing customers, pasetproducts from us either by purchase order mupnt to
contracts that generally are terminable at will. Né&e many customer supply arrangements that amvitdenced
by written agreements.

In 2006, sales to retailers, foodservice and inthistustomers represented 53.5%, 25.6% and 20.9%,
respectively, of our consolidated net sales.

A relatively limited number of customers accountddarge percentage of our consolidated net sit@she
year ended December 31, 2006, our largest custoie-Mart Stores, Inc. and its affiliates, accounted fo
approximately 16.1% of our consolidated net saddiof the Company’s segments sold products to \Makt
Stores, Inc. or its affiliates. No other customecaunted for 10% or more of the Company’s consttidaet sales.

Our products generally are shipped from inventggrureceipt of a customer order. In certain cases,
produce to order. Sales order backlogs are notriabte our business.

Products are shipped from our production facilitd@sctly to customers or to our distribution cestavhere
products are consolidated for shipment to custonwesbelieve this consolidation of products enabke$o improv:
customer service by offering our customers a singler, invoice and shipment.
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Seasonality

Demand for our products does not vary significabthyquarter, except for the sales of soup prodabish tenc
to have a higher percentage of sales in the firdtfaurth quarters.

Raw Materials

The most important raw material used in our piakgerations is cucumbers. We purchase cucumbers unde
seasonal grower contracts with a variety of grovsénategically located to supply our productionilfaes. We
select seeds and advise growers regarding platgahgiques. We also monitor agricultural practimed direct
harvests. Bad weather or disease in a particutawigg area can reduce crop yields in that areajireg us to
purchase cucumbers from foreign sources or shiprmabers from other growing areas in the United Statdich
increase production costs. The strategic locatfauo production facilities relative to cucumbepwgiing areas
mitigates this risk. We have long-standing relaglups with many of these growers. In addition, \&® @rocure
cucumbers and pickles in both bulk and packaged foom Mexico and India.

Other important raw materials used in our operatiare processed vegetables and meats, soybeaaamihut
oil, casein, cheese and corn syrup. These raw ialstgenerally are purchased under supply contrantswe
occasionally engage in forward buying when we deitge such buying to be to our advantage. We belieose rav
materials to be generally available from a numbesuppliers.

The most important packaging materials used iroperations are glass, plastic containers, cardbozethl
closures and metal cans. Most packaging matenialpurchased under lorigrm supply contracts. We believe th
packaging materials to be generally available feorumber of suppliers, with the exception of glagsch we
procure through a long-term supply contract thatires in December 2007.

Certain of our raw materials are purchased undeg-term contracts in an attempt to guarantee sugpdyin
order to obtain lower costs. The prices of our naaterials increase and decrease based on suppignhdeand othe
factors. We are not always able to adjust our pgi¢o reflect changes in raw materials costs. Vdlain the cost of
our raw materials can adversely affect our perforceaas price changes often lag behind changesta.co

For additional discussion of the risks associatéh the raw materials used in our operations, $@®ivn
Trends and Uncertainties — Prices of Raw Matetfials.

Working Capital

Components of our working capital generally arblstéghroughout the year with the exception of péckhd
soup inventories. The peak season for pickle prbaluoccurs during the spring and summer as cucusrdre
harvested and processed. As a result, pickle iovieisttend to reach a low point in the second guand are at a
high point at the end of the third quarter. We dlsdd inventories of soup during the summer moithanticipatior
of large seasonal shipments that begin late ithing quarter.

Competition

We have several competitors in each of our prothaskets. For sales of private label products tailes, the
principal competitive factors are price, producalify and quality of service. For sales of privitkel products to
consumers, the principal competitive factors areepaind product quality. For sales of productsotmiservice
customers, the principal competitive factors adpct quality and specifications, reliability ofrgiee and price.

Competition to obtain shelf space for our brandextipcts with retailers generally is based on theeeted or
historical performance of our product sales reativour competitors. The principal competitivetdas for sales of
our branded products to consumers are brand regmyand loyalty, product quality and price. Mo$bar branded
competitors have significantly greater resourcestaand recognition than we do.
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The consolidation trend is continuing in the regmdcery and foodservice industries, and mass raedikers
are gaining market share. As our customer baséncm@stto consolidate, we expect competition tonisify as we
compete for the business of fewer, large customers.

Employee and Labor Relations

As of December 31, 2006, our work force consistie?l 417 full-time employees. Of these, 2,150 wargaged
in manufacturing, 62 were engaged in marketingsatels and 205 were engaged in administration.

We employ temporary and contract labor for cucunpsecurement and pickle processing during the fstrve
season. Seasonal labor needs normally peak at-amately 894 additional workers during the cucumharvest
period in the summer.

Currently, approximately 73% of our full time distion, production and maintenance employees avered
by collective bargaining agreements with localshef International Brotherhood of Teamsters, thaddhiFood and
Commercial Workers Union or Retail, Wholesale arp&tment Store Union Central States Council.

We believe we currently have good labor and empagdations.

For More Information About Us

Filings with the SEC— Our fiscal year ends on December 31. We furoighstockholders with annual reports
containing audited financial reports.

As a public company, we regularly file reports gmdxy statements with the Securities and Exchange
Commission. These reports are required by the 8esuExchange Act of 1934 and include:

« annual reports oForm 1(-K
 quarterly reports oForm 1(-Q

« current reports on Form 8K, a

e proxy statements on Schedule 1:

Anyone may read and copy any of the materials lgaxfith the SEC at the SEC’s Public Reference Rabm
405 Fifth Street, Washington DC, 20549; informationthe operation of the Public Reference Room beay
obtained by calling the SEC at 1-800-SEC-0330. SEE maintains an internet site that contains quonte proxy
and information statements, and our other SECglimThe SEC's internet address is http://www.sec.go

Also, we make our SEC filings available on our anternet site as soon as reasonably practicalde ity
have been filed with the SEC. Our internet addiesétp://www.treehousefoods.com.

The information on our website is not incorporabgdeference into this annual report on Form 10-K.

Corporate Governance— Our Code of Ethics, which is applicable to dlbar employees and directors, is
available on our corporate website at http://wweetrousefoods.com, along with the Corporate Goveman
Guidelines of our Board of Directors and the chartd the Committees of our Board of Directors. Avgivers that
we may grant to our executive officers or directamgler the Code of Ethics, and any amendmentsrt@ode of
Ethics, will be posted on our corporate websitey Ahthese items or any of our filings with the 8eties and
Exchange Commission are available in print to drgresowner who requests them. Requests should b&sen
Investor Relations, TreeHouse Foods, Inc., Two Wesk Corporate Center, Suite 1070, Westcheste80154.

We submitted the certification of our chief exeeatofficer required by Section 303A.12 of the NYSEted
Company Manual, relating to our compliance with BM¥éSE’s corporate governance listing standards]uiy 14,
2006 without qualification. In addition, we haveluided the certifications required of our chief extéve officer an
our chief financial officer by Section 302 of tharBanes-Oxley Act of 2002 and related
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rules with respect to the quality of our disclosuire our Form 10-K for the year ended Decembe2806 as
Exhibits 31.1 and 31.2, respectively, to this FA0AK.

ltem 1A. Risk Factors

In addition to the factors discussed elsewherbénReport, the following risks and uncertaintiesldo
materially and adversely affect the Company’s bessn financial condition and results of operatidwdditional
risks and uncertainties not presently known toGbenpany also may impair the Company’s businessatipes and
financial condition.

Because we are dependent upon a limited numberustamers, the loss of a significant customer could
adversely affect our operating results.

A limited number of customers represent a largeqraiage of our consolidated net sales. Our operatisults
are contingent on our ability to maintain our satethese customers. The competition to supply yrtwdto these
high volume customers is very high. We expect ghsignificant portion of our net sales will continto be derived
from a small number of customers. These custorgpisaily do not enter into written contracts, ahd tontracts
that they do enter into generally are terminableilit Our customers make purchase decisions bage
combination of price, product quality and customenvice performance. If our product sales to onmare of these
customers are reduced, this reduction may haveteri@maadverse effect on our business, resultpefations and
financial condition.

Increases in input costs, such as raw materialsckaging materials and fuel costs, could adverseffeat us.

The costs of other raw materials as well as packpgiaterials and fuel have varied widely in regerars, and
future changes in such costs may cause our refudiserations and our operating margins to fluewsgnificantly.
Many of the raw materials used in our products tosenusually high cost levels during 2006 and 200&uding
processed vegetables and meats, soybean oil, cabegse and packaging materials. In addition,dasis, which
represent the most significant factor affectindjtytcosts at our production facilities and oumtsportation costs
have fluctuated widely over the last twenty-fourntits. Furthermore, certain input requirements, sischlass used
in packaging, are available only from a limited raenof suppliers.

The most important raw material used in our piakgerations is cucumbers. We purchase cucumbers unde
seasonal grower contracts with a variety of grovsénategically located to supply our productioniliaes. Bad
weather or disease in a particular growing areadeamage or destroy the crop in that area, whichidvioopair crop
yields. If we are not able to buy cucumbers frogalsuppliers, we would likely either purchase eubers fronm
foreign sources, such as Mexico or India, or shipuenbers from other growing areas in the UnitedeStahereby
increasing our production costs.

Changes in the prices of our products may lag laietiranges in the costs of our materials. Competitiv
pressures also may limit our ability to quicklysaiprices in response to increased raw materiatkaging and fuel
costs. Accordingly, if we are unable to increasepices to offset increase raw material, packaging fuel costs,
our operating profits and margins could be advgrafiected.

Our private label and regionally branded productsagnnot be able to compete successfully with natigna
branded products.

For sales of private label products to retaildrs,frincipal competitive factors are price, procieality and
quality of service. For sales of private label proid to consumers, the principal competitive factame price and
product quality. In many cases, competitors wittiamally branded products have a competitive acavgabbver
private label products primarily due to name redéogm In addition, when branded competitors foonsprice and
promotion, the environment for private label proeischecomes more challenging because the priceefiffe
between private label products and branded prodauaectdecome less meaningful.
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Competition to obtain shelf space for our brandextipcts with retailers generally is based on theeeted or
historical performance of our product sales retativour competitors. The principal competitivetéas for sales of
our branded products to consumers are brand re@myaind loyalty, product quality and price. Mo$oar branded
competitors have significantly greater resourcestaand recognition than we do.

Competitive pressures or other factors could cagde lose market share, which may require usweilqrices
increase marketing expenditures, or increase th@ldiscounting or promotional programs, each lbiciv would
adversely affect our margins and could resultdeerease in our operating results and profitability

The consolidation trend among our customer base lkcbadversely affect our profitability.

The consolidation trend is continuing in the regmdcery and foodservice industries, and mass raecdibers
are gaining market share. As this trend among gyaegailers continues and our retail customerduiing mass
merchandisers, grow larger and become more sogtisti, these retailers may demand lower pricingireréased
promotional programs from product suppliers. Ifave not selected by these retailers for most opooducts or if
we fail to effectively respond to their demands; sales and profitability could be adversely a#ectFurthermore,
some of our large customers may seek more favotabies for their purchases of our products. Salexnit large
customers on terms less favorable than existimgg@ould have an adverse effect on our profitgbilit addition,
we have been subject to a number of competitivdibigsituations over the last few years, which haarilted in
margin erosion on sales to several customers,dimgusome large customers. In bidding situationsaveesubject to
the risk of losing customers. Loss of any of ougésst customers could have an adverse impact ofinauncial
results.

We may be unsuccessful in our future acquisitiondgavors, if any, which may have an adverse effetoor
business.

Consistent with our stated strategy, our futurevginorate depends, in large part, on our acquisitoadditiona
food manufacturing businesses, products or prosessea result, we intend to engage in acquisgictivity. We
may be unable to identify suitable targets, oppustic or otherwise, for acquisition or make acdgigas at
favorable prices. If we identify a suitable acqfinsi candidate, our ability to successfully implerhthe acquisition
would depend on a variety of factors including ability to obtain financing on acceptable terms.

Acquisitions involve risks, including those asst®thwith integrating the operations, financial rejng,
disparate technologies and personnel of acquiretbaaies; managing geographically dispersed opasitibe
diversion of management’s attention from other hess concerns; the inherent risks in entering nsukeines of
business in which we have either limited or noaiexperience; unknown risks; and the potentia lufskey
employees, customers and strategic partners ofradogcompanies. We may not successfully integraténesses or
technologies we acquire in the future and may obiexe anticipated revenue and cost benefits. Adtipris may
not be accretive to our earnings and may negatingbact our results of operations as a resultmfrag other
things, the incurrence of debt, one-time write-affgjoodwill and amortization expenses of otheargiible assets.
In addition, future acquisitions could result itutive issuances of equity securities.

We may be unable to anticipate changes in consumeferences, which may result in decreased demaord f
our products.

Our success depends in part on our ability to guatie the tastes and eating habits of consumersoaoftier
products that appeal to their preferences. Conspmederences change from time to time and our riaila
anticipate, identify or react to these changesdtoesult in reduced demand for our products, whiohld adversely
affect our operating results and profitability.

10
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We may be subject to product liability claims foishranded, adulterated, contaminated or spoileddoo
products.

We sell food products for human consumption, whislolve risks such as:

« product contamination or spoila
« misbranding

 product tampering, ar

« other adulteration of food produc

Consumption of a misbranded, adulterated, container spoiled product may result in personal §ker
injury. We could be subject to claims or lawsuékating to an actual or alleged iliness or injuagd we could incur
liabilities that are not insured or that exceediosurance coverage. Even if product liability olaiagainst us are
not successful or fully pursued, these claims cteldostly and time-consuming and may require mamagt to
spend time defending the claims rather than opeyatur business.

A product that has been actually or allegedly n@isbded or becomes adulterated could result in:

 product withdrawal:

 product recall

« destruction of product invento

* negative publicity

« temporary plant closings, al

« substantial costs of compliance or remediat

Any of these events, including a significant pradiability judgment against us, could result itoas of
confidence in our food products, which could hanedverse effect on our financial condition, resokoperations
or cash flows.

Compliance with recent government regulations refag to bioterrorism could increase our operating st and
adversely affect our profitability.

As a producer and marketer of food items we argestito regulation by various federal, state arwélo
governmental agencies. The Bioterrorism Act of 2D@2udes regulations relating to the tracking &aging of
food products, including ingredients and raw materithroughout the process of production. We makd to
expend monetary and non-monetary resources irutbesfto maintain such compliance. In additionyfat
regulations by these agencies could become mangeitt. In each instance, continued compliance thigse and
any similar requirements could increase our opegatdsts and adversely affect our profitabilityhie future.

Our business could be harmed by strikes or workpgtages by our employees.

Currently, approximately 73% of our full time distition, production and maintenance employees avered
by collective bargaining agreements with the Ini¢ional Brotherhood of Teamsters, United Food aoth@ercial
Workers Union, or Retail, Wholesale and Departn&ote Union Central States Council. In additior/cldf the
labor force is covered by agreements that expiteimvdbne year. If a dispute with one of these usionthe
employees they represent were to arise, produgtterruptions caused by work stoppages could odtarstrike or
work stoppage were to occur, our business, finhooiadition and results of operations could be askig affected.

11
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We could incur significant tax liabilities if the Btribution becomes a taxable event.

Dean Foods received a private letter ruling fromIfRS substantially to the effect that, for U.Sidial income
tax purposes, the Distribution of our common stioeld by Dean Foods to its stockholders will quatif/a tax-free
transaction under Section 355 of the Internal Reedbode of 1986, as amended (the “Code”). Althaughvate
letter ruling from the IRS generally is binding the IRS, if the facts presented or representatioade in the letter
ruling request are untrue or incomplete in any mateespect, the letter ruling could be retroagijwrevoked or
modified by the IRS.

Furthermore, the IRS does not rule on whether tailoligion satisfies certain requirements for a ®ec855
distribution. Therefore, in addition to obtainirtetletter ruling from the IRS, Dean Foods and Tiaed¢ obtained
an opinion from the law firm of Wilmer Cutler Pidlkeg Hale and Dorr LLP that the Distribution quadd as a
transaction under Section 355 of the Code. Theiapirelies on the IRS letter ruling as to matteygered by the
ruling. In addition, the opinion is based on, ametfter things, certain assumptions and representats to factual
matters made by Dean Foods and us, which if incomeinaccurate in any material respect would gdjze the
conclusions reached by counsel in its opinion. dpiaion is not binding on the IRS or the courtg] #me IRS or the
courts may not agree with the opinion.

Notwithstanding receipt by Dean Foods of the pawatter ruling and opinion of counsel, the IRSIdassert
that the Distribution should be treated as a taxaliknt. If the IRS were successful in taking flusition, our initial
public stockholders and Dean Foods could be sulgesignificant U.S. federal income tax liabilityn addition,
even if the Distribution otherwise were to qualifiyder Section 355 of the Code, it may be taxabl@dan Foods
(but not to Dean Foods stockholders) under Se&fdi{e) of the Code, if the Distribution were ladeemed to be
part of a plan (or series of related transactipusguant to which one or more persons acquirettiirecindirectly
stock representing a 50 percent or greater int@rd3¢an Foods or us. For this purpose, any adepnsi of Dean
Foods’ stock or of our common stock within the pdrbeginning two years before the Distribution ending two
years after the Distribution are presumed to béegfasuch a plar

Although the taxes resulting from a taxable disttitin generally would be imposed on Dean Foodsitsnd
stockholders, we would in certain circumstancebdide under the tax sharing agreement for all podion of
Dean Foods’ taxes resulting from the Distributiainly taxable. If we were to become liable for states, it would
have a material adverse effect on our financiabld@m, results of operations and cash flows.

Item 1B. Unresolved Staff Comments

None

12
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ltem 2. Properties

We currently operate 12 principal production faieg, all of which are owned except for the fagilit City of
Industry, California, which is leased under an agrent that expires in September 2016, and the Mantiinois
facility, which is leased from Del Monte Corporatiander an agreement that expires in March 2009b&lieve
that these facilities are suitable for our operaiand provide sufficient capacity to meet our neguents for the
foreseeable future. The chart below lists the loocaand principal products produced at our produrctacilities:

Facility Location Principal Products

City of Industry, Californie Mocha Mix®, Second Natur® and salad dressin

Chicago, Illinois Refrigerated foodservice pickl

Dixon, lllinois Aseptic cheese sauces, puddings and gri

Mendota, Illinois Soups, broth, and gravi

Pecatonica, lllinoi Powders used for n-dairy creamer

Plymouth, Indian: Pickles, peppers and reli

New Hampton, low: Powders used for n-dairy creamer

Wayland, Michigan Powders used for non-dairy creamers and other
powdered product

Faison, North Carolin Pickles, peppers and relish; syl

Portland, Orego Pickles, peppers and reli

Pittsburgh, Pennsylvan Soups, broth, and gravies; infant baby fi

Green Bay, Wisconsi Pickles, peppers, relish and sau

Research and Development

Our research facilities include a Research and Rpweent Center in Pecatonica, lllinois. The Cefdeuses
on the development of aseptic and powdered creproducts. Product development work for aseptic petalis
also carried out at our production facility in Dixdllinois. Research and development for our mslkdegment is
carried out at our production facility in Green B#yisconsin. We conduct research and developméinitas for
our soup and infant feeding products at our pradadacility in Pittsburgh, Pennsylvania. In additi sample
preparation, plant trials, ingredient approval attter quality control procedures are conducted atua
manufacturing facilities. Research and developregpense totaled $1.0 million, $0.8 million, and8billion in
2006, 2005, and 2004, respectively, and is includetle General and Administrative line of our Calidated
Income Statement.

Item 3. Legal Proceeding:

We are not party to, nor are our properties thgestilof, any material pending legal proceedingsweler, we
are party from time to time to certain claimsglition, audits and investigations. We believe thathave
established adequate reserves to satisfy any paltability we may have under all such claimsiglations, audits
and investigations that are currently pending.unapinion, the settlement of any such currentlgdieg or
threatened matter is not expected to have a mbéehi@rse impact on our financial position, resaftsperations or
cash flows.

Item 4. Submission of Matters to a Vote of Security Hold¢

No matter was submitted by us during the fourthrgmanf 2006 to a vote of security holders, throtigh
solicitation of proxies or otherwise.

13




Table of Contents

Item 4a. Executive Officers of the Registral

Sam K. Reed
David F. Vermylen
Dennis F. Riordan

Thomas E. O'Neill

Harry S. Walsh

60

56

48

51

51

Chairman of the Board of Directors. Mr. Reed hasex®
as the Chief Executive Officer since January 2
President and Chief Operating Officer and has skirve
that position since January 20(

Senior Vice President and Chief Financial Offidecse
January 200¢

General Counsel and Chief Administrative Officed @n
Senior Vice President and has served in that pos#ince
January 200¢

Senior Vice President of Operations and has servitt
position since January 20(C

PART Il

Item 5. Market for Our Common Stock and Related Matte

Our common stock began trading on the New YorkISExahange on June 28, 2005 under the symbol “THS.”
The high and low sales prices of our common steofuited on the New York Stock Exchange for 20062005
are provided in Note 21 of our Consolidated FinahStatements. At February 22, 2007, there wereoxppately
4,494 record holders of our common stock. The camplid not purchase any shares of its stock ireei#®05 or

2006.

14
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PERFORMANCE GRAPH

The price information reflected for our common &tatthe following performance graph and accompagyi
table represents the closing sales prices of thremaan stock for the period from June 28, 2005 thhoug
December 31, 2006. The graph and accompanying ¢abi@are the cumulative total stockholders returoar
common stock with the cumulative total return & &P Small Cap 600 Index, Russell 2000 Index aRdex
Group Index consisting of the following group ohtpanies selected based on the similar nature oftibsiness:
Kraft Foods Inc., Sara Lee Corp., General Mills,. JiKellogg Co., ConAgra Foods Inc., Archer Danidislland
Co., H.J. Heinz Company, Campbell Soup Co., McCckngi Co. Inc., The JM Smucker Co., Del Monte Fo@is,
Corn Products Int'l., Lancaster Colony Corp., Floweods, Inc., Ralcorp Holdings Inc., The Hain G&bd Group,
Inc., Lance, Inc., J&J Snack Foods Corp., B&G Fodas., American Italian Pasta Co., Farmer Bros. and Pee$
Coffee and Tea. The graph assumes an investm&i06fon June 28, 2005, in each of TreeHouse Faondson
stock, the stocks comprising the S&P Small Capl@dex, Russell 2000 Index and the Peer Group Index.

COMPARISON OF CUMULATIVE TOTAL RETURN OF $100 AMONG TREEHOUSE FOODS, INC.,
S&P SMALL CAP 600 INDEX, RUSSELL 2000 INDEX AND THE PEER GROUP INDEX

R150

§123

. - w

$75 \3/

850
£25 T T T T T T
G/28/05 G005 G30/05 12/31/05 331706 G/ 3000 /30406 [ 2/31/06
—O~ TREEHOUSE FOODS INC & S&P SMALLCAP 600 INDEX
—O— RUSSELL 2000 INDEX —>— PEER GROUP
Indexed Returns
Quarter Ending
Base
Period
Company / Index 6/28/05 | 6/30/05 | 9/30/05 | 12/31/05| 3/31/06 | 6/30/06 | 9/30/06 | 12/31/06
TREEHOUSE FOODS INC 10C 96.1€ | 90.6€ | 63.1¢| 89.5¢| 80.571| 79.7¢ | 105.2:
S&P SMALLCAP 600 INDEX 10C 100.17 | 105.5¢ | 105.9¢ | 119.57 | 114.12 | 113.1. | 121.9¢
RUSSELL 2000 INDEX 10C 99.7: | 104.4. | 105.5¢ | 120.37 | 114.2¢ | 114.7" | 126.0¢
PEER GROUP 10C 98.62 | 101.2: [ 97.82| 107.1( | 114.9¢| 120.4. | 122.4(

We have never declared or paid a cash dividenduoea@mmon stock. Our current intention is to retin
earnings to fund working capital fluctuations, ¢apéxpenditures, scheduled debt repayments, eiqgaatour
business and we do not anticipate paying cashelids on our common stock in the foreseeable fubioeeover,
our revolving credit facility contains certain néstions on our ability to pay cash dividends. Sdanagement’s
Discussion and Analysis of Financial Condition &w®bults of Operations — Liquidity and Capital Reses —
Current Debt Obligationsdnd Note 9 to our Consolidated Financial Statemfeantiirther information regarding tt
terms of our revolving credit facility and seniates.
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Equity Compensation Plan Information

The following table provides information about @ammon stock that may be issued upon the exertise o
options under all of our equity compensation plan®f December 31, 2006.

(©)

Number of Securities
(a) Remaining Available for

Number of Securities (b) Future Issuance under

to be Issued Weighted-Average Equity Compensation

Upon Exercise ol Exercise Price of Plans (Excluding
Outstanding Options, Outstanding Options, Securities Reflected in
Plan Category Warrants and Rights Warrants and Rights Column(a)

Equity compensation plans approved by

security holders:

2005 Lon¢-Term Stock Incentive Ple 2,200,73. % 26.31 980,27¢
Equity compensation plans not approved b

security holders:

None — — —

Total 2,200,73: $ 26.31] 980,27t

16
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Iltem 6. Selected Financial Dat:

The following selected financial data as of anddach of the five years in the period ended Dece@be2006
has been derived from our audited ConsolidatedrieiahStatements. The selected financial data dgugort to
indicate results of operations as of any future datfor any future period. The selected finandath should be read
in conjunction with our Consolidated Financial Staents and related Notes. For periods prior to 2@n2005, all
of the historical assets, liabilities, sales, exg@snincome, cash flows, products, businessesdivitias of our
business that we describe in this report as “oars’in fact the historical assets, liabilities gsakexpenses, income,
cash flows, products, businesses and activiti¢Beobusinesses transferred to TreeHouse by DeatsFoo

Operating date
Net sales
Cost of sale:

Gross profit
Operating costs and expens
Selling and distributiol
General and administratiy
Management fee paid to Dean Fo
Amortization of intangible:
Other operating (income) expense,
Total operating costs and expen
Operating incom
Other (income) expens
Interest expens
Interest incomt
Other (income) expense, r

Total other expens
Income from continuing operations before incomes
Income taxe:
Income from continuing operatiol
Income (loss) on sale of discontinued operatioasphtax
Income before cumulative effect of accounting clee
Cumulative effect of accounting change, net of

Net income

Basic earnings per common she
Income from continuing operatiol
Income (loss) from discontinued operatic
Cumulative effect of accounting char

Net income

Diluted earnings per common sha
Income from continuing operatio
Income (loss) from discontinued operati
Cumulative effect of accounting char

Net income

Average common share
Basic
Diluted

Other data

Balance sheet data (at end of perit
Total asset
Long-term debi
Other lon¢term liabilities
Total stockholder equity
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Year Ended December 31

2006

2005

2004

2003

2002

(Dollars in thousands except per share data)

$939,39¢ $707,73. $694,61¢ $696,13: $683,81¢

738,81¢ 560,09: 537,97 517,89¢ 503,24
200,57¢ 147,63 156,64 178,23t 180,57
7488 6097¢ 61,48 57,13t 58,38t
57,91¢ 31,977 11,02( 11,71¢ 12,61

— 2,94 11,10C 540 3,60
3,266  1,73: 1,477 1,34  155]
(19,84) 21,42 — — —
116,22: 119,04¢ _85,08. _ 75,59¢ 76,14
84,35 2858¢ 71,56¢ 102,63¢ 104,43
12,98t 1,22¢ 71C 75¢ 831
(665) @) — — —

— (66)  11€ — 117
12,32( _ 1,15( 82¢ 75¢ 94¢
72,03 27,43¢ 70,74. 101,88¢ 103,48
27,33 _1517¢ 26,07, _38,02f 38,88t
44,700 1226" 44,67: 63,86: 64,59

155 (689 (9,599 3,89  3,87¢
44,85¢ 1157¢ 3507¢ 67,75¢ 68,47¢

— — — — (23469

$ 44,85¢ $ 11,57¢ $ 35,07¢ $ 67,75¢ $ 45,00¢

$ 14:$ ACS$ 1458 207% 2.1C
01 (02 (31 123 12

— — — — (.76)

$ 14/%  38$ 1143 220$ 1.4€
$ 1428% 39$ 144$ 206$ 20¢
01 (02 (31) 12 12

— — — — (.75)

$ 14:$ 37$ 115 $ 216§  1.4F
31,15¢ 30,90 30,80 30,80 30,80:
31,39¢ 31,10¢ 31,060 31,060 31,06(

$935,62! $609,69° $632,92. $660,57: $639,93!

239,11!
26,52(
576,24

6,14¢
18,90¢
513,35!

28,29¢
20,53¢
494,75}

21,17(
23,50¢
529,19

9,99¢
24,08(
517,20«
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Item 7. Managemen's Discussion and Analysis of Financial Condition drResults of Operation

( The following discussion and analysis presents faetors that had a material effect on our resulté o
operations for the years ended December 31, 200052and 2004. Also discussed is our financial pmsitas of
the end of those periods. You should read this dission in conjunction with our consolidated finanal
statements and the notes to those consolidatedrfaia statements included elsewhere in this repdrhis
Managemen's Discussion and Analysis of Financial Conditionnal Results of Operations contains forward-
looking statements. See “Forward-Looking Statemeértsr a discussion of the uncertainties, risks and
assumptions associated with these statements.)

Results of Operations

The following table presents certain informatiomcerning our financial results for operating incoineluding
information presented as a percentage of conselidagt sales.

Year Ended December 31

2006 2005 2004
Dollars Percent Dollars Percent Dollars Percent
(Dollars in thousands)
Net sales $939,39¢ 100.% $707,73. 100.(% $694,61¢ 100.(%
Cost of sale: 738,81 78.7 560,09: 79.1 537,97 77.5
Gross profit 200,57¢ 21.F 147,63: 20.¢ 156,64¢ 22.F
Operating costs and expens
Selling and distributiol 74,88¢ 8.0 60,97¢ 8.€ 61,48 8.8
General and administrativ
Stocl-based compensatic 18,79¢ 2.0 9,61¢ 1.4 — —
Other general and administrati 39,12( 4.2 22,35¢ 3.2 11,02( 1.€
Total general and administrati 57,91 6.2 31,975 4.€ 11,02( 1.€
Amortization expens 3,26¢ 3 1,732 2 1,47 0.2
Management fee paid to Dean Fo — — 2,94( A4 11,10( 1.€
Other operating (incomexpens-net (19,847) (2.2 21,42: 3.C — —
Total operating costs and expen 116,22 12.5 119,04¢ 16.¢ 85,08! 12.2
Total operating incom $ 84,35¢ 9.0% $ 28,58¢ 4.1% $ 71,56¢  10.2%

Year Ended December 31, 2006 Compared to Year Erdleckmber 31, 2005

Net Sales— Net sales increased approximately 32.7% to $988llion for the year ending December 31,
2006, compared to $707.7 million for the year egddecember 31, 2005. Net sales by segment are simohve

table below.
Consolidated Net Sales
$ Increase % Increasei
2006 2005 (Decrease Decrease
(Dollars in thousands)
Pickles $326,31¢ $320,14: $ 6,17(C 1.%%
Non-dairy powdered cream: 267,38! 263,76¢ 3,61¢ 1.4
Soup and infant feedir 224,18 — 224,18 —
Other 121,50¢ 123,81 (2,310) (1.9
Total $939,39¢ $707,73. $231,66! 32.™%
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The increase in net sales was primarily drivenHgyacquisition of the soup and infant feeding bessnn the
second quarter of 2006. Sales increases in botpitkie and non-dairy powdered creamer segmend@6 2vere
slightly offset by decreased sales in other pragluUsales in the pickle segment increased 1.9% esudt of the
acquisition of the Oxford Pickle business in thetfquarter of 2006. Net sales in the non-dairy geened creamer
segment increased 1.4% to $267.4 million for 2006f$263.8 million in the prior year primarily dte price
increases effective in the first quarter of 2006ffset rising commodity costs. Net sales of ofir@ducts decreased
1.9% to $121.5 million in 2006 from $123.8 millianthe prior year primarily due to decline in cocgaefrigerated
sales.

Cost of Sales— All expenses incurred to bring a product to céatipn are included in cost of sales, such as
raw material, ingredient and packaging costs, lasts, facility and equipment costs, includingtsds operate and
maintain our warehouses, and costs associatednaitbporting our finished products from our mantifeing
facilities to our own distribution centers. Costsales as a percentage of consolidated net satesaded to 78.7%
2006 from 79.1% in the prior year. We experiencenidased raw material and packaging costs thateve able to
partially offset with increased operating efficiegecand increases in the prices of our productsaMte continued to
experience increases in certain commodity costs aacasein and coconut oil compared to the pgar.\5ee —
“Results by Segment.”

Operating Costs and Expenses Operating expenses decreased to $116.2 mili@d06 compared to
$119.0 million in 2005. The decrease in 2006 reslitom the following:

Selling and distribution expenses increased $13l®mprimarily due to the acquisition of the soapd
infant feeding business in the second quarterisfythar. Excluding soup and infant feeding expenseas
selling and distribution expenses decreased $2lbmiDespite higher fuel prices, which we estimatided
approximately $5.2 million to distribution costs2006 compared to the prior year, we were abldfsebthe
fuel price increases with strategic initiativesttimereased operating efficiencies and loweredowarall
outbound freight costs.

General and administrative expenses increased $38i8n in 2006 compared to 2005, primarily foeth
following reasons: (1) a full year of stock-basedhpensation expense compared to six months in 2225
increased operating expenses by $9.2 million,R)&ar cost of the TreeHouse management teancasts
associated with becoming a publicly held comparghsas Sarbanes Oxley compliance and audit feeshvii
total increased operating expense by $9.5 millmmgared to 2005, and (3) additional costs assatiai the
soup and infant feeding acquisition of $7.2 million

Amortization expenses increased to $3.3 millio2@06 from $1.7 million in 2005 largely due to the
acquisition of the Soup and Infant Feeding Businks2005, a $2.9 million management fee was paibdan
Foods. No management fees were paid to Dean Fo&{306.

Other operating expense in 2006 includes a $29llmcurtailment gain generated as a result of
transferring the postretirement medical benefitsarfain union employees from a company funded fuan
multiemployer union sponsored plan. In 2006, we atxorded an $8.2 million charge to write downNuxha
Mix ® trademark to reflect a reduction in its realizaldéue. Also included in 2006 is the income from slade
of the La Junta, Colorado distribution center of3%illion, offset by $2.6 million of costs assdeid with the
closing of the La Junta, Colorado facilities. Ir08Qwe recognized $2.3 million of income from tlaéesof our
Cairo, Georgia facility and the settlement of ahhiigictose corn syrup class action litigation, whigere offset
by $9.7 million of transaction expenses associatigidl the spin off of TreeHouse from Dean Foods and
impairment of trademarks and other intangiblessb¥ $nillion. We also recorded $9.9 million of expen
associated with closing our La Junta, Coloradolpigkant in the fourth quarter of 2005.

Operating Income— Operating income in 2006 was $84.3 million, mcréase of $55.7 million, or 195.0%
from operating income of $28.6 million in 2005,daty as a result of the acquisition of the soupiafaht feeding
business and the $29.4 million curtailment gaipasdtretirement benefits. Our operating margin wa%®in 2006
as compared to 4.1% in the prior year.
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Income Taxes— Income tax expense was recorded at an effectieeofa?7.9% for 2006 compared to 55.3%
the prior year. The non-deductibility of the $9.1lion of Distribution expenses for tax purpose<B05 resulted in
a higher effective tax rate compared to 2006.

Year Ended December 31, 2006 Compared to Year Erdlecember 31, 2005 — Results by Segment

Pickles —
Year Ended December 31
2006 2005
Dollars Percent Dollars Percent
(Dollars in thousands)

Net sales $326,31: 100.(% $320,14: 100.(%
Cost of sale: 262,01t 80.: 257 ,54¢ 80.4
Gross profit 64,297 19.7 62,59¢ 19.€
Freight out and commissiol 21,42 6.€ 21,12¢ 6.€
Adjusted gross margi $ 42,87 13.1% $ 41,46, 13.(%

Net sales in the pickles segment increased by appately $6.2 million, or 1.9%, for the year ended
December 31, 2006 compared to the prior year 2005.

Dollars Perceni
(Dollars in
thousands)
2005 Net sale $320,14:
Volume/mix (21,807 (6.8%
Acquisitions 17,56¢ 5.4
Pricing 10,41 3.3
2006 Net sale $326,31: 1.2%

The increase in net sales from 2005 to 2006 regpitenarily from the acquisition of the Oxford Piek
business in the first quarter of 2006. Price insesavere taken in all distribution channels dutiregfirst quarter of
2006 due to rising raw material, packaging andna&tyas costs. Sales volumes before the acquisifitime Oxford
Pickle business declined 6.8% in the twelve monft2006, compared to a year ago primarily in thairand
foodservice (excluding Oxford) pickle category. Aoting to Information Resources, Inc., sales volsiofepickles
by retail grocers were down 4.6% in 2006, compaoetie prior year.

Cost of sales as a percentage of net sales dedrizase80.4% in 2005 to 80.3% in 2006 primarilyaasesult o
price increases taken in the first quarter of 280&h offset increases in packaging and raw mdtédiperational
savings were also generated due to closing theih&,JColorado pickle plant in the second quart&006. Raw
material and packaging increases in 2006 inclujia @ increase in glass costs due in part togisatural gas
prices, (2) a 9% increase in plastic containerstdugsing resin costs, (3) a 27% increase in sareat, and (4) a
19% increase in vinegar costs.

Freight out and commissions paid to independerikdysincreased $0.3 million or 1.4%, to $21.4 milin
2006 compared to $21.1 million in 2005 as a resfu#n increase in freight out costs attributablaigher gasoline
and diesel fuel costs.
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Non-dairy powdered creamer —

Year Ended December 31

2006 2005
Dollars Percent Dollars Percent
(Dollars in thousands)
Net sales $267,38" 100.% $263,76¢ 100.(%
Cost of sale: 203,78: 76.2 208,86° 79.2
Gross profit 63,60: 23.¢ 54,90: 20.¢
Freight out and commissiol 12,78( 4.8 13,84« 5.2
Adjusted gross margi $ 50,82: 19.C% $ 41,05¢ 15.6%

Net sales in the non-dairy powdered creamer segmemtased by $3.6 million, or 1.4%, in 2006 conepiato
the prior year. The change in net sales from 20006 was due to the following:

Dollars Percent
(Dollars in thousands)
2005 Net sale $263,76¢
Volume (4,709 (1.8%
Pricing 8,31¢ 3.2
2006 Net sale $267,38! 1.4%

In the first quarter of 2006, we increased ourgwim response to significant increases in raw nahieosts
such as corn syrup and packaging. Our case sdlasies decreased by approximately 1.8% due to aoedin
increased retail branded promotional spending fooimcompetitors. According to Information Resourdas. retail
sales of shelf stable creamer decreased 6.2% B \28@us the prior year.

Cost of sales as a percentage of net sales dedrizase79.2% in 2005 to 76.2% in 2006, as priceeases to
our customers offset increases in raw materiakggiog and energy costs, combined with improvemients
operating efficiencies. Increases in raw matewatg included a 25% increase in corn syrup, coupidda 31%
increase in sucrose in 2006 compared to 2005. Baxkaosts also increased by 12% in 2006 drivehigler resin
costs. Natural gas costs increased 3% in 2006 awupa the prior year.

Freight out and commissions paid to independerkdysodecreased $1.0 million to $12.8 million in 00
compared to $13.8 million in 2005 primarily as auié of the decrease in net sales volume. Freighand
commissions as a percentage of net sales decrizase8.2% in 2005 compared to 4.8% in 2006, asalt®f the
relatively smaller increase in freight out and cassion dollars compared to the increase in saléardo

Soup and infant feeding —

Eight Months Ended
December 31

2006
Dollars Percent
Net sales $224,18¢  100.(%
Cost of sale: 180,59« 70.5
Gross profit 43,59¢ 19.5
Freight out and commissiol 13,22( 5.8
Adjusted gross margi $ 30,37t 13.7%

Net sales for the eight month period ending DecerBthe2006 for soup and infant feeding includesgégod
from April 24, 2006, the date of acquisition, thghuDecember 31, 2006. Revenues in the eight mamitied
December 31, 2006 increased 10.7% compared to 2@®&rily due to additional revenues under co-pack
arrangements.
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Year Ended December 31, 2005 Compared to Year Erdlecember 31, 2004

Net Sales— Net sales increased approximately 1.9% to $76ifllibn for the year ending December 31, 2005,
compared to $694.6 million for the year ending Deler 31, 2004. Net sales by segment are showreitatiie

below.
Consolidated Net Sales
$Increase % Increasel
2005 2004 (Decrease Decrease
(Dollars in thousands)
Pickles $320,14: $339,24¢ $(19,106) (5.6)%
Non-dairy powdered cream: 263,76¢ 240,64« 23,12t 9.6%
Other 123,81¢ 114,72t 9,09 7.%
Total $707,73. $694,61¢ $ 13,11: 1.2%

Sales declines in the pickle segment in 2005 wareerthan offset by increased sales in the dainy powderet
creamer segment and in other products. Sales indhelairy powdered creamer segment increased 8s6&aesult
of increased volumes in our retail, industrial &xgort channels and increased selling prices iporese to rising
input costs. Net sales in the pickle segment desexk&.6% to $320.1 million for 2005 from $339.2limil in the
prior year primarily due to declines in sales t@itecustomers. Net sales of other products ine@@&s9% to
$123.8 million in 2005 from $114.7 million in theigr year primarily due to increased sales of gefrated and
aseptic products. Price increases were annountehlthe fourth quarter of 2005 for all segmerftthe business i
an effort to offset rising energy and raw mateciadts.

Cost of Sales— All expenses incurred to bring a product to céatipn are included in cost of sales, such as
raw material, ingredient and packaging costs, laosts, facility and equipment costs, includingtsds operate ar
maintain our warehouses, and costs associatednaitbporting our finished products from our mantifeing
facilities to our own distribution centers. Costsales as a percentage of consolidated net salessed to 79.1%
2005 from 77.5% in the prior year. We experiencenidased raw material and packaging costs thateve unable
to fully pass on to our customers. Higher fuel andrgy costs increased significantly in the thind éourth quarter
of 2005 largely as a result of Hurricanes Katrind Rita. We also continued to experience increasesrtain
commodity costs such as casein and coconut oil aosapto the prior year. See — “Results by Segment.”

Operating Expenses— Operating expenses increased to $119.0 millic20i05 compared to $85.1 million for
2004. The increase in 2005 resulted from four eszent

« the creation of TreeHouse and hiring of its managsrtean
» costs associated with the s-off of TreeHouse from Dean Foo

« the adoption of Statement of Accounting Standa8FES”) No. 123(R) “Share-Based Payment” in thecthir
quarter, which increased operating expenses byréiflién, and

« the closing of our La Junta, Colorado pickle pl:

Selling and distribution expenses decreased $dlBmprimarily due to a reduction of sales and keding
personnel in the fourth quarter of 2004 and lowadd marketing expenses. These decreases weresuifsewhat
by higher fuel prices, which we estimate addeda tf approximately $1.7 million to distributiomsts in 2005
compared to 2004. TreeHouse corporate costs o8%8illion, including $9.6 million related to shavased
compensation under SFAS 123(R), are included irig¢and administrative expense. The transactistsdo
complete the spin-off are included in other opaggxpense in the amount of $9.7 million. Thesdscaghich
include legal, accounting and other professiones fend an investment banking fee incurred in cotimgl¢he spin-
off, are considered by TreeHouse to be a one-tikperese unique to this transaction. We also annaltieeclosing
of our La Junta, Colorado pickle plant in the fhugtiarter of 2005 to reduce pickle manufacturingacity and
recorded closing expenses of $9.9 million, whiahiacluded in other operating expenses. Expensesiased with
this closing include property and equipment
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impairments, employee severance, and lease telioniratpenses. In addition, we recorded impairmgpenses of
$4.7 million related to certain trademarks and oth&angibles. Other operating expense also indubeee items
which partially offset the increased expenses abdiereceived $1.1 million in the second quartet $0.1 million
in the fourth quarter as a settlement for partitifgain a high fructose corn syrup class actiorntarst litigation. We
also sold our Cairo, Georgia facilities and a tgakd facility in the second quarter that generataids of

$1.2 million and $0.5 million, respectively.

Operating Income— Operating income in 2005 was $28.6 million, ardase of $43.0 million, or 60% from
operating income of $71.6 million in 2004 as a hestithe distribution spin related expenses, ttiepion of
SFAS 123(R), TreeHouse corporate costs, the La,J@uorado plant closing and higher raw matemal a
packaging expenses incurred in 2005. Our operatiagin was 4.1% in 2005 as compared to 10.3% iptioe
year.

Income Taxes— Income tax expense was recorded at an effectieeofdd5.3% for 2005 compared to 36.99
the prior year. The non-deductibility of the $9.1lion of Distribution expenses for tax purposeB05 caused the
large increase in effective tax rate compared ®2@ur effective tax rate varies based on thdivel@arnings of
our business units.

Year Ended December 31, 2005 Compared to Year Erdleckmber 31, 2004 — Results by Segment

Pickles —
Year Ended December 31
2005 2004
Dollars Percent Dollars Percent
(Dollars in thousands)

Net sales $320,14: 100.(% $339,24! 100.(%
Cost of sale: 257,54¢ 80.4 268,39: 79.1
Gross profit 62,59¢ 19.€ 70,85¢ 20.¢
Freight out and commissiol 21,12¢ 6.€ 22,57 6.7
Adjusted gross margi $ 41,46 13.(% $ 48,28¢ 14.2%

Net sales in the pickles segment decreased by appately $19.1 million, or 5.6%, for the year ended
December 31, 2005 compared to the prior year 2004.

Dollars Percent
(Dollars in thousands)
2004 Net sale $339,24¢
Volume (23,419 (6.99%
Pricing 4,307 1.3
2005 Net sale $320,14. (5.6)%

The decrease in net sales from 2004 to 2005 relspitenarily from volume declines to retail customene
lost the business of a large retail customer irtltirel quarter of 2004; in addition, according tddrmation
Resources, Inc., the dollar volume of pickle salesll retail grocers was down 5.5% compared to4200

Cost of sales as a percentage of net sales indré@ase 79.1% in 2004 to 80.4% in 2005 primarilyaaesult of
significant increases in packaging, raw materapl, energy and overhead costs. Increases inigéfle (1) a 49
increase in glass costs due in part to rising ahtgas prices, (2) a 14% increase in plastic coataidue to rising
resin costs, and (3) a 35% increase in naturatgsts.

Freight out and commissions paid to independerkdssodecreased $1.4 million or 6.4%, to $21.1 omillin
2005 compared to $22.6 million in 2004 as a resfulbwer volume. However, freight out and commissio
decreased slightly as a percentage of net saR&% in 2005 compared to 6.7% in 2004, due to acdese in
commission rates offset by an increase in freigitcosts attributable to higher gasoline and digsslcosts.
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Non-dairy powdered creamer —

Year Ended December 31

2005 2004

Dollars Percent Dollars Percent

(Dollars in thousands)

Net sales $263,76¢ 100.% $240,64: 100.(%
Cost of sale! 208,86 79.2 187,31 77.€
Gross Profil 54,90: 20.€ 53,33( 22.2
Freight out and commissiol 13,84« 5.2 12,417 5.2
Adjusted gross margi $ 41,05¢ 15.6% $ 40,91 17.(%

Net sales in the non-dairy powdered creamer segmergased by $23.1 million, or 9.6%, in 2005 conaplao
the prior year. The change in net sales from 20®D05 was due to the following:

Dollars Percent
(Dollars in thousands)
2004 Net sale $240,64-
Volume 15,83: 6.6%
Pricing 7,29: 3.C
2005 Net sale $263,76¢ 9.€%

In the first quarter of 2005, we increased ourgwim response to significant increases in raw naieosts
such as casein. Due to continued significant ireean packaging, commodities and natural gas easiacreased
our prices again late in the fourth quarter of 20D6r case sales volumes increased by approximéi&¥s due to
strong retail private label growth and a steadydase in our bulk and export businesses.

Cost of sales as a percentage of net sales incréase 77.8% in 2004 to 79.2% in 2005, as priceeases to
our customers partially offset increases in rawemal, packaging and energy costs. Increases imraterial costs
included a 35% increase in casein, which was pligroffset by a 15% decrease in soybean oil an8%rdecrease
in corn syrup in 2005 compared to 2004. Packagasgscalso increased by 17% in 2005 driven by higb&in costs
Natural gas costs increased 35% in 2005 comparttprior year

Freight out and commissions paid to independeritdysoincreased $1.4 million to $13.8 million in 300
compared to $12.4 million in 2004 primarily as auié of the increase in net sales volume. Freightod
commissions as a percentage of net sales remdated 2005 compared to 2004, as a result of theively smallel
increase in freight out and commission dollars carag to the increase in sales dollars.
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Liquidity and Capital Resources
Historical Cash Flow
We have generated and expect to continue to gengoattive cash flow from operations.

When we were part of Dean Foods, our cash was swgplarly by Dean Foods. Dean Foods also funded ou
operating and investing activities as needed. @unsfers of cash both to and from Dean Foods’ neagement
system are reflected on our balance sheets as “Beaais’ net investment.” Dean Foods did not alle¢he interest
expense related to its receivables-backed fadilityther financing obligations to its segments e@tdor specific
borrowings for industrial revenue bonds. Thereftine,interest expense reflected in our Consolidatedncial
Statements relates to capital leases, senior aotéthe line of credit for those periods.

Year Ended
December 31
2006 2005
(In thousands)

Cash provided by operating activiti $59,62¢  $51,80¢
Capital spendin $11,37¢  $14,24«

Net cash provided by operating activities increase7.8 million in 2006 compared to 2005 due to:

e an increase in net income plus -cash items of $30.7 millio

 an increase in working capital of $19.4 million2606 due primarily to the post acquisition increiase
working capital of the soup and infant feeding bass, compared to a decrease in working capital of
$1.3 million in 2005, an

» adecrease in cash provided by discontinued opesatf $2.1 million

Net cash used in investing activities was $296 I8aniin 2006 compared to $14.2 million in 2005, ianorease
of $282.6 million due to the acquisition of the pand infant feeding business and the Oxford bddiusiness.

We received $1.5 million as the result of stockapexercises in 2006 compared to $2.5 million®2 and
paid $2.6 million in financing costs related to @500 million revolving line of credit and $100 fiwh issuance of
senior notes.

Current Debt Obligations

At December 31, 2006 we had $130 million in bormgd under our revolving credit agreement, senitesof
$100 million and $9.7 million consisting of capitehses and other obligations.

Our short-term financing needs primarily are foraficing working capital during the year. Due to the
seasonality of pickle production driven by the auber harvest cycle, which occurs primarily durihg spring and
summer, pickle inventories generally are at a lompin late spring and at a high point during thkincreasing ot
working capital requirement. In addition, we buitdentories of soup in the summer months in argibgm of large
seasonal shipments that begin late in the thirdtguaOur longterm financing needs will depend largely on potd
acquisition activity. At December 31, 2006, we $4@0 million in borrowings under our $500 millioemolving
credit facility. In addition, at December 31, 208tere were $3.7 million of letters of credit untlee revolver that
were issued but undrawn. We are currently in coamgie with all covenants contained in our credieagrents. Our
credit agreement, plus cash flow from operationgxpected to be adequate to provide liquidityofor planned
growth strategy.

See Note 9 to our Consolidated Financial Statements
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The table below summarizes our obligations and citmemts to make future payments as of December 31,

2006.
Payments Due by Period

Less Thar 1-3 3-5 More Than

Indebtedness, Purchase & Lease Obligatiol Total 1 Year Years Years 5 Years
(In thousands)

Revolving credit facility (1’ $165,95¢ $ 7,70t $1541. $142,84. $ =
Senior notes(2 140,70: 6,03( 12,06( 12,06( 110,55:
Capital lease obligations( 12,63( 1,04¢ 1,91¢€ 1,77C 7,89t
Purchasing obligations(: 56,54: 32,59¢ 12,84¢ 1,94: 9,15/
Operating leases(! 45,63¢ 10,28 16,24« 11,89 7,214
Total $421,47¢ $57,67( $58,48( $170,51( $134,81t

(1) Revolving credit facility obligation includes priipal of $130 million and interest at an average &t5.93%
at December 31, 200

(2) Senior note obligation includes principal and iattpayments based on fixed interest note of 6.@3#cipal
payment is due September 30, 2013. See Note ®failsl

(3) Payments required under long term capitalized leastracts

(4) Primarily represents commitments to purchase minimquantities of raw materials used in our productio
processes, primarily cucumbers. We enter into thea&racts from time to time in an effort to ensare
sufficient supply of raw ingredients. In additiome have contractual obligations to purchase varsaugices
that are part of our production proce

(5) In accordance with GAAP, these obligations arerafi¢cted in the accompanying balance sheets. @pgra
lease obligations consist of minimum rental payreemider no-cancelable operating leas

Off-Balance Sheet Arrangements

We do not have any obligations that meet the dafimiof an off-balance sheet arrangement, other tha
operating leases, that have or are reasonably likdhave a material effect on our consolidatedritial statements.

Long-Term Liabilities

Certain employees participate in retirement plars@ostretirement plans. These plans offer pertstorfits
through various defined benefit pension plans dsal @ffer certain health care and life insurancedii¢s to eligible
employees and their eligible dependents upon tiremgent of such employees. Reported costs of gioginon-
contributory defined pension benefits and othetnatisement benefits are dependent upon numeratsr&
assumptions and estimates.

For example, these costs are impacted by actudbgegdemographics (including age, compensatiogisev
and employment periods), the level of contributiorede to the plan and earnings on plan assetspéhsion plan
assets are primarily made up of equity and fixedme investments. Changes made to the provisiotiegdlan
may impact current and future pension costs. Fatxias in actual equity market returns, as welilznges in
general interest rates may result in increasecoredsed pension costs in future periods. Pensg&is may be
significantly affected by changes in key actuaasdumptions, including anticipated rates of returplan assets a
the discount rates used in determining the projebtmefit obligation and pension costs. As sudnicant
portions of pension costs recorded in any periog nw reflect the actual level of cash benefitsvited to plan
participants. We contributed $2.5 million to thenpien plans and approximately $0.1 million to tlstpetirement
health plans in 2006.

Revolving Credit Facility— On August 31, 2006, we entered into AmendmentIN® our unsecured
revolving Credit Agreement (the “Credit Agreementiated June 27, 2005, with a group of particigatinancial
institutions. Among other things, Amendment Noxfeads the termination date of the Credit
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Agreement to August 31, 2011, increases the agggreganmitment amount of the Credit Agreement to0S5llion
and amends certain definitions and rates whichitresteductions in interest and various fees p&yadthe lenders
under the Credit Agreement. This agreement aldadies a $75 million letter of credit sublimit, agsti which

$3.7 million in letters of credit have been issumat, undrawn. Proceeds from the credit facility roayused for
working capital and general corporate purposesudtiieg acquisition financing. The credit facilitpmtains various
financial and other restrictive covenants and nexguihat we maintain certain financial ratios, udthg a leverage
and interest coverage ratio. We are in complianitie a1 applicable covenants as of December 316200 believi
that, given our current cash position, our castv fimm operating activities and our available ctedipacity, we ca
comply with the current terms of the credit fagilitnd meet foreseeable financial requirements.

On September 22, 2006, we completed a private pleneof $100 million in aggregate principal amoaht
6.03% senior notes due September 30, 2013 purtuaritiote Purchase Agreement among TreeHouse gralip
of purchasers. All of the Company’s obligations enthe senior notes are fully and unconditionaliggnteed by
Bay Valley Foods, LLC, a wholly-owned subsidiarytioé Company. The senior notes have not been eeggst
under the Securities Act of 1933, as amended, amdmat be offered or sold in the United States abssgistration
or an applicable exemption. Net proceeds were tesegpay outstanding indebtedness under the rexgpRredit
Agreement.

Other Commitments and Contingencies

We also have the following commitments and contitdiabilities, in addition to contingent liabil@s related t
ordinary course litigation, investigations and &axdits:

« certain lease obligations, a

 selected levels of property and casualty risksnarily related to employee health care, workers’
compensation claims and other casualty los

See Note 17 to our Consolidated Financial Statesrfentmore information about our commitments and
contingent obligations.

Future Capital Requirements

Capital expenditures were $11.4 million in 2006 paned to $14.2 million in 2005. We expect capifreding
programs to increase in 2007 as a result of inowdi full twelve months of the soup and infant fagdsegment.
Capital spending in 2007 will focus on plant efiecies and upgrades to our Pittsburgh plant’s veatdrmpower
systems.

Known Trends and Uncertainties
Prices of Raw Materials

We were adversely affected by rising input costsndu2006 and 2005, and we expect our financiallte$o
continue to be adversely affected by high inputstsoughout 2007.

Many of the raw materials used in our products tosenusually high levels during 2006, including@essed
vegetables and meats, soybean oil, casein, chedgeaakaging materials. Fluctuating fuel costsadge impacting
our results. Prices for many of these raw matednats packaging materials are expected to remahm Figr
competitive reasons, we may not be able to pasgahzreases in raw materials and other input astse incur
them.

Competitive Environment

There has been significant consolidation in thairgrocery and foodservice industries in recertrgeand
mass merchandisers are gaining market share. Asustomer base continues to consolidate, we exjpeapetition
to intensify as we compete for the business of felaege customers. There can be no assurancevéhaill be able
to keep our existing customers, or gain new custenfes the consolidation of the retail
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grocery and foodservice industries continues, wedclmse sales if any one or more of our existingtomers were
to be sold.

Both the difficult economic environment and thergased competitive environment at the retail andd$ervice
levels have caused competition to become increlgsimgnse in our business. We expect this trencbittinue for
the foreseeable future.

Critical Accounting Policies

“Critical accounting policies” are defined as thdisat are both most important to the portrayal obmpany’s
financial condition and results and that requiremost difficult, subjective or complex judgmernits many cases
the accounting treatment of a particular transadasaspecifically dictated by generally acceptedcoanting
principles with no need for the application of quolgment. In certain circumstances, however, tleparation of oL
Consolidated Financial Statements in conformityhvgiénerally accepted accounting principles requisst® use ot
judgment to make certain estimates and assumpfitiese estimates affect the reported amounts efsaaac
liabilities and disclosures of contingent assets la@bilities at the date of the Consolidated FitiahStatements and
the reported amounts of net sales and expensewdteg reporting period. We have identified theges described
below as our critical accounting policies. See Niote our Consolidated Financial Statements foetaited
discussion of these and other accounting policies.

Accounts Receivable— We provide credit terms to customers generally irapgp to 30 days, perform ongo
credit evaluations of our customers and maintdowalnces for estimated credit losses. As thesefachange, our
estimates change and we could accrue different atador doubtful accounts in different accountiregipds. At
December 31, 2006, our allowance for doubtful aot®was $227,000, or approximately 0.4% of the acto
receivable balance. The allowance for doubtful aot® expressed as a percent of accounts recejivadxe
approximately 1% at December 31, 2005. Each 0.188age in the ratio of allowance for doubtful acdsun
accounts receivable would impact bad debt expepsgproximately $60,000. We also maintain an allogeafor
customer promotional programs, marketing co-op @mg and other sales and marketing expenses. lfdvsace
is based on historical rolling twelve month averpgegram activity and can fluctuate due to the ll@feales and
marketing programs. This allowance was $11.3 nmiland $7.2 million at December 31, 2006 and 2005,
respectively.

Goodwill and Intangible Assets— Our goodwill and intangible assets totaled $44illion as of
December 31, 2006 resulting primarily from acqiosis. Upon acquisition, the purchase price is ikicated to
identifiable assets and liabilities, including teathrks and customer-related intangible assets,amigiremaining
purchase price recorded as goodwill. Goodwill andemarks with indefinite lives are not amortized.

We believe that a trademark has an indefiniteififehas sufficient market share and a historgibng sales
and cash flow performance that we expect to coatfbuthe foreseeable future. If these perpetaalemark criteria
are not met, the trademarks are amortized over ¢ixpiected useful lives. Determining the expedifedof a
trademark requires considerable management judgamehis based on an evaluation of a number of facto
including the competitive environment, market shénademark history and anticipated future tradénsapport.

Indefinite lived trademarks and goodwill are evadabfor impairment annually in the fourth quararmore
frequently if other events occur, to ensure thaitalue continues to exceed the related book valmeindefinite
lived trademark is impaired if its book value exdeéair value. Goodwill is evaluated for impairmérthe book
value of its reporting unit exceeds its fair valAa:eporting unit can be a segment or an operativigion. If the fair
value of an evaluated asset is less than its bahleythe asset is written down to fair value, \whgcgenerally bast
on its discounted future cash flows. Future busimesults could impact the evaluation of our godidarid
intangible assets.

Amortizable intangible assets are only evaluatednfipairment upon a significant change in the ofiega
environment. If an evaluation of the undiscountashcflows indicates impairment, the asset is writtewn to its
estimated fair value, which is generally based isnalinted future cash flows.
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Considerable management judgment is necessaryatoate the impact of operating changes and to astim
future cash flows. Assumptions used in our impairteyaluations, such as forecasted growth rate®andost of
capital, are consistent with our internal projecsi@nd operating plans.

We recognized impairment expenses for trademaritotrer intangibles of $8.2 and $4.7 million foaye
ending December 31, 2006 and 2005, respectivelydi/aot recognize any impairment charges durin@d20

Purchase Price Allocation— We allocate the cost of acquisitions to the @saequired and liabilities assumed.
All identifiable assets acquired, including ideiatifie intangibles, and liabilities assumed aregassd a portion of
the cost of the acquired company, normally equéhédr fair values at the date of acquisition. Etxeess of the cost
of the acquired company over the sum of the amaasggned to identifiable assets acquired lessitiab assumed
is recorded as goodwill. We record the initial fnase price allocation based on evaluation of infdiom and
estimates available at the date of the financikstents. As final information regarding fair vabfeassets acquire
and liabilities assumed is received and estimatesedined, appropriate adjustments are made tpuhehase price
allocation. To the extent that such adjustmenticatd that the fair values of assets and liabditdéfer from their
preliminary purchase price allocations, such défee would adjust the amounts allocated to thosetaand
liabilities and would change the amounts allocategoodwill. The final purchase price allocatiocludes the
consideration of a number of factors to determivgefair value of individual assets acquired anbiliges assumed
including quoted market prices, forecast of expctesh flows, net realizable values, estimateh®ptesent value
of required payments and determination of remainiseful lives.

Income Taxes— Deferred taxes are recognized for future tax effe€temporary differences between finan
and income tax reporting using tax rates in effecthe years in which the differences are expetiedverse. We
periodically estimate our probable tax obligatiosing historical experience in tax jurisdictionslanformed
judgments. There are inherent uncertainties rel@mtdide interpretations of tax regulations in thegdictions in
which we operate. These judgments and estimates ataapoint in time may change based on the owtarfrtax
audits and changes to or further interpretationggfilations. If such changes take place, theagisk that our tax
rate may increase or decrease in any period, witald have an impact on our earnings. Future basimesults me
affect deferred tax liabilities or the valuationd#ferred tax assets over time.

Stock-based Compensatien For the quarter beginning July 1, 2005, we agldphe requirements of
SFAS 123(R) “Share Based Payments.” The comparmyegléo use the modified prospective application of
SFAS 123(R) for these awards issued prior to JuBODS5. Income from continuing operations beforefta the
years ended December 31, 2006 and December 31i2f08ed shar-based compensation expense for employee
and director stock options, restricted stock arstriced stock units of $18.8 million and $9.6 ioifl, respectively.
The lower amount of expense in 2005 was due tanigamnly six months of stock-based compensation esge

The fair value of each stock option, restrictectktand restricted stock unit award (the “Awards’gstimated
on the date of grant using the assumptions notétkifiollowing table and the market price of then@any’s stock
on the date of grant. The stock options were valigidg a Black Scholes model and the restrictecksind
restricted stock units were valued using a MontddCamulation. Because valuation models incorpwranges of
assumptions for inputs, those ranges are discl@w®are-based compensation expense, as calculated@nded
under SFAS No. 123(R), could have been impactethi#r assumptions were used. Furthermore, if waliffsrent
assumptions in future periods, stock-based compiensaxpense could be impacted in future periods.uae an
independent third party to assist in determinirgséthassumptions. See Note 11 to the Consolidatedial
Statements for additional information. As the Comps stock was not publicly traded prior to June 2705,
expected volatilities are based on the impliedohisal volatilities from peer companies and othamtérs. The
Company has estimated that all employees will cetepthe required service conditions associated tiveh
restricted stock and restricted stock unit awaftie expected service period is the longer of thivelé service
period, as determined from the output of the vadmanodels, and the implied service period basetherierm of
the Awards. The risk-free interest
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rate for periods within the contractual life of thevards is based on the U.S. Treasury yield cuneffiect at the
time of the grant. The Company did not make antrioted stock or restricted stock unit awards i@&0The
assumptions used to calculate the option awarddegtan 2006 and the restricted stock unit awandz0i05 are
presented below.

Stock Options Restricted Stock Restricted Stock Units
Expected volatility 28.5% 27.&% 27.&%
Expected dividend — — —
Expected tern 6.0 year 1.35- 3.15 year 1.20- 3.14 year
Risk-free interest rat 5.1&% 3.7¢% 3.7¢%

Insurance Accruals— We retain selected levels of property and caguisks, primarily related to employee
health care, workers’ compensation claims and athsuvalty losses. Many of these potential lossesarered
under conventional insurance programs with thirdypearriers with high deductible limits. In othareas, we are
self-insured with stop-loss coverage. Accrued liads for incurred but not reported losses reldtethese retained
risks are calculated based upon loss developmetarfawhich contemplate a number of variables idiclg claims
history and expected trends. These loss developfaetars are based on industry factors and, aldttgtive
estimated liabilities, are developed by us in cttation with external insurance brokers and acesarit
December 31, 2006 and 2005, we recorded accrugtities related to these retained risks of $8.4iam and
$8.0 million, respectively, including both curreartd long-term liabilities. Changes in loss develeptrfactors,
claims history and cost trends could result in sartgally different results in the future.

Employee Benefit Plan Costs- We provide a range of benefits to our employeelsiding pension and
postretirement benefits to our eligible employeas @etirees. We record annual amounts relatindsd plans
based on calculations specified by generally aetepatcounting principles, which include variousiadgl
assumptions, such as discount rates, assumedrmeistates of return, compensation increases, gm@@lturnover
rates and health care cost trend rates. We reviewaauarial assumptions on an annual basis ané mak
modifications to the assumptions based on curegesrand trends when it is deemed appropriateedsned by
generally accepted accounting principles, the efiethe modifications is generally recorded and#ired over
future periods. Different assumptions that we maded result in the recognition of different amaunf expense
over different periods of time.

In 2005 we retained investment consultants to asaisinvestment Committee with the transition #rpassets
to a master trust and to help our Investment Cotemfiormulate a long-term investment policy for iiesvly
established master trust. Our current asset midedjnies under the investment policy target equiies5% to 65%
of the portfolio and fixed income at 35% to 45%.Dcember 31, 2006, our master trust was investddllaws:
equity securities of 59%; fixed income securiti€8%%; and cash and cash equivalents of 6%.

We determine our expected long-term rate of retased on our expectations of future returns foptmesion
plan’s investments based on target allocationb@pension plan’s investments. Additionally, wesider the
weighted-average return of a capital markets mtigelwas developed by the plan’s investment coastdtand
historical returns on comparable equity, debt aheémoinvestments. The resulting weighted averageeted long-
term rate of return on plan assets is 7.6%.

While a number of the key assumptions related togoalified pension plans are long-term in natimeluding
assumed investment rates of return, compensataaases, employee turnover rates and mortalitg rgmerally
accepted accounting principles require that owaliat rate assumption be more heavily weighteditceat market
conditions. As such, our discount rate will likelyange more frequently. We used a discount radetermine our
estimated future benefit obligations of 5.75% at&meber 31, 2006.

A 0.25% reduction in the assumed rate of returplan assets or a 0.25% reduction in the discouetwauld
increase our annual pension expense by less tle@D in either case. In addition, a 1% increasssumed
healthcare costs trends would increase the aggregatal postretirement medical expense by appeigiyn
$114,000.
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Recent Accounting Pronouncements

Information regarding recent accounting pronounagsiis provided in Note 2 to the Company’s Conddnse
Consolidated Financial Statements.

ltem 7A. Quantitative and Qualitative Disclosures About MagkRisk

Interest Rate Fluctuations

In July 2006, we entered into a forward interet# gwap transaction for a notational amount of $hillon as
a hedge of the forecasted private placement of $1i0idn senior notes. The interest rate swap @atien was
terminated on August 31, 2006, which resulted pmestax loss of $1.8 million. The unamortized lossaBected, ne
of tax, in accumulated other comprehensive losaimCondensed Consolidated Balance Sheet. ThelastaWwill be
reclassified ratably to our statements of incomarasicrease to interest expense over the tertmeagenior notes,
providing an effective interest rate of 6.29% otrer terms of our senior notes.

We do not utilize financial instruments for tradipgrposes or hold any derivative financial instratseas of
December 31, 2006, which could expose us to siarifimarket risk. In addition, all of our foreigales are
transacted in U.S. dollars. Our exposure to maikktfor changes in interest rates relates pripacilthe increase |
the amount of interest expense we expect to pdynetpect to our revolving credit facility, whichtied to variable
market rates. Based on our outstanding debt balamer our revolving credit facility, as of DecemB&, 2006,
each 1% rise in our interest rate would increaseraarest expense by approximately $1.3 millionwaly.

Input Cost

The costs of other raw materials, as well as paokamaterials and fuel have varied widely in recggdrs and
future changes in such costs may cause our reffudiserations and our operating margins to fluasgnificantly.
Many of the raw materials that we use in our prdsloase to unusually high levels during 2006, idalg processe
vegetables and meats, soybean oil, casein, chadgeaakaging materials. In addition, fuel costsiclvhiepresent
the most important factor affecting utility costsar production facilities and our transportatemsts, are currently
at very high levels. Furthermore, certain inputuiegments, such as glass used in packaging, ailalaleaonly from
a limited number of suppliers.

The most important raw material used in our pickderations is cucumbers. We purchase cucumbers unde
seasonal grower contracts with a variety of grovstnategically located to supply our productionilfaes. Bad
weather or disease in a particular growing areadeamage or destroy the crop in that area, whichidvioopair crop
yields. If we are not able to buy cucumbers frooalsuppliers, we would likely either purchase cubers from
foreign sources, such as Mexico or India, or shipuenbers from other growing areas in the UnitedeStahereby
increasing our production costs.

Changes in the prices of our products may lag lietiranges in the costs of our materials. Competitiv
pressures also may limit our ability to quicklysaiprices in response to increased raw materiatkaging and fuel
costs. Accordingly, if we are unable to increasepices to offset increase raw material, packaging fuel costs,
our operating profits and margins could be matigrediversely affected.
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Iltem 8. Consolidated Financial Statemen

Our Consolidated Financial Statements for 2006ranieded in this report on the following pages.
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Notes to Consolidated Financial Statem 39
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REPORT OF MANAGEMENT RESPONSIBILITIES

Management of TreeHouse Foods, Inc. is responiiblkhe fairness and accuracy of the consolidateahtial
statements. The statements have been preparedardance with accounting principles generally ateeén the
United States, and in the opinion of managemeatfittancial statements present fairly the Compafigancial
position, results of operations and cash flows.

Management has established and maintains accowrihgnternal control systems that it believesaaltequate
to provide reasonable assurance that assets agusafied against loss from unauthorized use oositspn and the
the financial records are reliable for preparingaficial statements. The selection and traininguafified personnel,
the establishment and communication of accountimaaministrative policies and procedures and ¢amdards of
Business Conduct for Officers and Employees areitapt elements of these control systems. We niaiatatrong
internal audit program that independently evalutitesadequacy and effectiveness of internal cantAgbpropriate
actions are taken by management to correct anyaloméaknesses identified in the audit process.

The Board of Directors, through its Audit Committansisting solely of independent directors, meets
periodically with management, internal audit anel ittdependent registered public accounting firmdiscuss
internal control, auditing and financial reportimgtters. To ensure independence, both the intaudit department
and Deloitte & Touche LLP have direct access toAhdit Committee.

The Audit Committee reviewed and approved the Camisaannual financial statements and recommended to
the full Board of Directors that they be includedhie Annual Report.

/s/ SAM K. REED /s/ DENNIS F. RIORDAN
Sam K. Reel Dennis F. Riordau
Chairman and Chief Executive Offic Sr. Vice President and Chief Financial Offii
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balsineets of TreeHouse Foods, Inc. and subsidignies
“Company”) as of December 31, 2006 and 2005, aaddlated consolidated statements of income, stidkls’
equity and Parent’s net investment, and cash ffowsach of the three years in the period endecbber 31,
2006. Our audits also included the financial statetschedule listed in the Index at Item 15. THigsecial
statements and financial statement schedule aresipensibility of the Company’s management. Ospoasibility
is to express an opinion on the financial statemand financial statement schedule based on outsaud

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighargio
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. An audit includes examining, ¢esabasis,
evidence supporting the amounts and disclosurtrifinancial statements. An audit also includeessing the
accounting principles used and significant estimatade by management, as well as evaluating thralbfieancial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetagresent fairly, in all material respects, tinaricial
position of TreeHouse Foods, Inc. and subsidiasesf December 31, 2006 and 2005, and the reduheio
operations and their cash flows for each of thedtyears in the period ended December 31, 20@@nformity
with accounting principles generally accepted i thited States of America. Also, in our opinioncls financial
statement schedule, when considered in relatidinegdasic consolidated financial statements takemwahole,
presents fairly in all material respects the infation set forth therein.

As discussed in Note 2, the Company adopted Stateofi€inancial Accounting Standards No. 158,
“Employers’ Accounting for Defined Benefit Pensiand other Postretirement Plans” effective Decer8thef006.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the effectiveness of the Compaimyérnal control over financial reporting as ofdeenber 31,
2006, based on criteria establishedhniternal Control — Integrated Framewoiksued by the Committee of
Sponsoring Organizations of the Treadway Commisai@hour report dated February 26, 2007, expremsed
unqualified opinion on management’s assessmeteoétfectiveness of the Company’s internal cortxer
financial reporting and an unqualified opinion be effectiveness of the Company’s internal cordxa@r financial
reporting.

s/ Deloitte & Touche LLP
Chicago, Illinois

February 26, 2007
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TREEHOUSE FOODS, INC.

CONSOLIDATED BALANCE SHEETS

Year Ended December 3:
2006 2005
(In thousands, except

share data)

ASSETS
Current asset:

Cash and cash equivale $ 6 $ 8,001
Receivables, net of allowance for doubtful accowft$227 and $32 56,39: 34,63¢
Inventories, ne 215,76t 114,56.
Deferred income taxe — 2,56¢
Assets of discontinued operatic 1,60/ 1,97C
Prepaid expenses and other current a: 11,00z 4,922
Total current asse 284,77 166,66(
Property, plant and equipment, | 207,19° 117,43t
Goodwill 382,58 293,37
Identifiable intangible and other assets, 61,07 32,22t
Total $935,62¢  $609,69°
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payable and accrued expel $ 87,687 $ 61,457
Deferred income taxe 1,21¢ —
Current portion of lon-term debt 543 321
Liabilities of discontinued operatiol — 93
Total current liabilities 89,44¢ 61,871
Long-term debt 239,11! 6,14¢
Deferred income taxe 4,29: 9,421
Other lon¢-term liabilities 26,52( 18,90¢
Commitments and contingencies (Note :
Stockholder' equity:
Preferred stock, par value $.01 per share, 10,00GBares authorized, none iss — —
Common stock, par value of $0.01 per share, 400000shares authorized, 31,202,47
and 31,087,773 shares issued and outstanding ctesge 312 311
Additional paic-in capital 536,93 516,07
Retained earnings (deficl 44,10¢ (74¥)
Accumulated other comprehensive (lc (5,105 (2,279
Total stockholder equity 576,24¢ 513,35!
Total $935,62.  $609,69°

See Notes to Consolidated Financial Statements.
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TREEHOUSE FOODS, INC.

CONSOLIDATED STATEMENTS OF INCOME

Net sales
Cost of sale!

Gross profit
Operating costs and expens
Selling and distributiol
General and administrati\
Amortization expens
Management fee paid to Dean Fo
Other operating (income) expenses,
Total operating costs and expen
Operating incom:
Other (income) expens
Interest expens
Interest incom:
Other (income) expense, r
Total other expens
Income from continuing operations before income
Income taxe:
Income from continuing operatiol
Income (loss) from discontinued operations, naarfexpense (benefit) of
$95, $(437) and $(5,713), respectiv
Net income

Weighted average common shal
Basic
Diluted
Basic earnings per common she
Income from continuing operatiol
Income (loss) from discontinued operati

Net income
Diluted earnings per common sha

Income from continuing operatiol
Income (loss) from discontinued operatic

Net income

Year Ended December 31

2006 2005 2004
(In thousands, except per share data)
$939,39¢ $707,73. $694,61¢
738,81¢ 560,09 537,97(
200,57¢ 147,63 156,64¢
74,88¢ 60,97¢ 61,48
57,91« 31,97 11,02(
3,26¢ 1,732 1,47
— 2,94( 11,10(
(19,84)  21,42: —
116,22 119,04¢ 85,081
84,354 28,58¢ 71,56¢
12,98¢ 1,22: 71C
(665) (7) —
- (66) 11€
12,32( 1,15(C 82€
72,03¢  27,43¢ 70,74
27,33 15,17 26,071
44,701 12,26¢ 44,67
15¢ (68S) (9,595)
$ 44,85¢ $ 11,57¢ $ 35,07¢
31,15¢ 30,90: 30,801
31,39¢ 31,10¢ 31,06(
$ 14 3 4C  $  1.4f
.01 (.02) (.32)
$ 144 % 38 $ 114
$ 14z $ 39 $ 144
.01 (.02) (.31)
$ 14 % 37 ¢ 1ac

See Notes to Consolidated Financial Statements.
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TREEHOUSE FOODS, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND

PARENT'S NET INVESTMENT

Accumulated

Other
Additional Retained Comprehensive Total
Common Stock  Paid-In- Parent's Ne' Earnings Income Stockholders Comprehensive
Shares Amount Capital Investment  (Deficit) (Loss) Equity Income
(In thousands)
Balance, January 1, 2004 —$ — — $ 530,35¢$ — $ (1,166 $  529,19:
Net Income — — — 35,07¢ — — 35,07¢ $ 35,07¢
Net cash activity with Pare — — — (65,909 — — (65,909 —
Non-cash activity with Parer — — — (2,309 — — (2,309) —
Minimum pension liability adjustment, net
tax benefit of $78! — — — — — (1,29€) (1,29€¢) (1,296
Comprehensive incorn — — — — — — — $ 33,78(
Balance, December 31, 20C — — — 497,21 — (2,467) 494,75!
Issuance of common sto 30,80! 30¢ — — — — 30¢ —
Stock options exercised, including tax
benefit of $2,28: 287 3 4,807 — — — 4,81( —
Stock-based compensatic — — 9,61¢ — — — 9,61¢ —
Net Income (loss — — — 12,324 (74¢) — 11,57¢ 11,57¢
Net activity with Paren — (7,895 — — (7,895 —
Parent Investmer — — 501,64¢ (501,64¢) — — — —
Minimum pension liability adjustment net of
tax benefit of $1¢ — — — — — 18¢ 18¢ 182
Comprehensive Inconr — — — — — — — 3 11,75¢
Balance, December 31, 2005 31,08¢ 311 516,07: — (74¢) (2,279 513,35!
Stock options exercised, including tax
benefit of $62¢ 114 1 2,10t — — — 2,10¢ —
Stoclk-based compensatic — — 18,79« — — — 18,79« —
Net Income — — — —  44,85¢ — 44,85¢ 44,85¢
Adjustment of deferred taxes related to
Distribution — — (36) — — — (3€) —
Minimum pension liability adjustment net
tax benefit of $1,46 — — — — — 2,27¢ 2,27¢ 2,27¢
Initial impact upon adoption of SFAS 1£
Pensior— net of taxes $2,00 — — — — — (3,15%) (3,15%)
Postretirement obligation — net of taxes of
$549 — — — — — (875) (875)
Loss on derivative— net of tax of $71( — — — — — (1,12¢) (1,12¢) (1,12¢)
Amortization of loss on derivatives — net of
tax $34 — — — — — 53 53 53
Comprehensive Incon — — $ 46,06(
Balance, December 31, 2006 31,202 $ 31z $536,93: $ — $44,10¢ $ (5,105 $ 576,24¢

See Notes to Consolidated Financial Statements.
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TREEHOUSE FOODS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31

2006 2005 2004
(In thousands)

Cash flows from operating activitie
Net income

44,85¢ $ 11,57¢ $ 35,07¢

Loss (Income) from discontinued operatic (155) 68¢ 9,59¢
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciatior 21,38: 15,20¢ 13,38¢
Amortization 3,26¢ 1,73 1,477
Stock-based compensatic 18,79¢ 9,61¢ —
(Gain) loss on disposition of ass (728) 56 27¢
Write-down of impaired asse 8,20C 14,53¢ —
Deferred income taxe 12,96¢ (4,861 7,80¢
Curtailment of postretirement benefit obligati (29,409 — —
Interest rate swap amortizati 53 — —
Changes in operating assets and liabilities, natqtisitions
Receivable: (20,495  1,64C (1,23¢)
Inventories (23,219 2,261 17,36¢
Prepaid expenses and other as (1,939 (3,33)) 83t
Accounts payable, accrued expenses and otheiitiied 26,27¢ 73€ (1,106
Net cash provided by continuing operatit 59,85( 49,86. 83,47¢
Net cash provided by discontinued operati (224) 1,947 7,718
Net cash provided by operating activit 59,62¢ 51,80¢ 91,19:
Cash flows from investing activitie
Additions to property, plant and equipmt (11,374 (14,244 (21,990
Cash outflows for acquisitions and investme (287,70)) — —
Proceeds from sale of fixed ass 2,15( 14 —
Net cash (used in) continuing operatic (296,929 (14,23() (21,990
Net cash provided by (used in) discontinued opena 147 — (732)
Net cash used in investing activiti (296,779 (14,23() (22,727
Cash flows from financing activitie
Proceeds from issuance of di 350,00 65,87 —
Repayment of det (120,367 (65,939 (3,500)
Payments of deferred financing co (2,587 (80¢) —
Net activity with Dean Foods prior to Distributi — (33,687 (65,909
Tax savings on equity compensat 624 2,28: —
Proceeds from stock option exerci: 1,482 2,521 —
Net cash provided by (used in) discontinued opena — —
Net cash provided by (used in) financing activi 229,15° (29,747 (69,409
Increase (decrease) in cash and cash equivi (7,995  7,83¢ (940
Cash and cash equivalents, beginning of pe 8,001 165 1,10t

Cash and cash equivalents, end of pe $ 6 $ 80013 16F
Non cash transactions with Dean Foods prior toriDistion:
Termination of receivables backed facil $ — $21,98: % —
Transfer of Refrigerated Products net as $ — $ 4,58¢ $ —
Elimination of deferred compensation liabil $ — $ 1,137 %

See Notes to Consolidated Financial Statements.
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TREEHOUSE FOODS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Years ended December 31, 2006, 2005 and 2004)

TREEHOUSE FOODS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

1. BACKGROUND AND BASIS OF PRESENTATION

Our Consolidated Financial Statements include toeants of our wholly owned subsidiaries. All inter
company balances and transactions are eliminateorisolidation.

TreeHouse was formed on January 25, 2005 by DeadsHa order to accomplish a spin-off to its shateérs
of certain specialty businesses. Dean Foods transféhe assets and liabilities of its former SakgiFoods Group
segment, in addition to tHdocha Mix®, Second Natur@ and foodservice salad dressings businesses coddugcte
other businesses owned by Dean Foods, to TreeHdressHouse common stock held by Dean Foods was
distributed to Dean Foods’ stockholders on a diation ratio of one share of TreeHouse common stockvery
five shares of Dean Foods’ common stock outstandihg transfer of assets and liabilities and tisrithution of
shares (the “Distribution”) were completed on J@i@e2005 and TreeHouse commenced operations as an
independent public company. Dean Foods has noraongj stock ownership in TreeHouse.

For periods prior to June 27, 2005, all of thedristl assets, liabilities, sales, expenses, incaash flows,
products, businesses and activities of our busithedave describe in this report as “ours” aresict the historical
assets, liabilities, sales, expenses, income, ftash, products, businesses and activities of tgnesses
transferred to TreeHouse by Dean Foods. Referéntke accompanying Condensed Consolidated Finlancia
Statements and in these Notes to “TreeHouse,” “Gomp “we,” “our” and “us” mean TreeHouse.

The fiscal year for the soup and infant feedingsegt ended on December 24, 2006.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates— The preparation of our Consolidated Financiat&nents in conformity with generally
accepted accounting principles (“GAAP”) requiredaisise our judgment to make estimates and assomsptiat
affect the reported amounts of assets and ligdslitind disclosures of contingent assets and tiabikt the date of
the Consolidated Financial Statements and the teghamounts of net sales and expenses during ploetirey
period. Actual results could differ from these msties under different assumptions or conditions.

Cash Equivalents— We consider temporary cash investments withraginal maturity of three months or less
to be cash equivalents.

Inventories — Inventories are stated at the lower of cost arket. Pickle inventories are valued using the
last-in, first-out (“LIFO”) method, while all of gwther inventories are valued using the firstfirst-out (“FIFO”)
method. The costs of finished goods inventoriekige raw materials, direct labor and indirect pretchn and
overhead costs.

Property, Plant and Equipment- Property, plant and equipment are stated atisitignm cost, plus capitalized
interest on borrowings during the actual constarcieriod of major capital projects. Also includegroperty,
plant and equipment are certain direct costs mlmehe implementation of computer
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software for internal use. Depreciation and amatitin are calculated using the straight-line metheetr the
estimated useful lives of the assets, as follows:

Asse Useful Life

Buildings and improvement

Improvements and previously existing structt 10 to 20 year

New structure: 40 years
Machinery and equipmer

Manufacturing plant equipme 5 to 20 year:

Transportation equipme 3 to 8 year:

Office equipmen 3 to 10 year:

We perform impairment tests when circumstancesatdithat the carrying value may not be recoverable
Capitalized leases are amortized over the shoftifieo lease term or their estimated useful liiespenditures for
repairs and maintenance, which do not improve terekthe life of the assets, are expensed as etturr

Intangible and Other Assets- Identifiable intangible assets with finite livaee amortized over their estimated
useful lives as follows:

Asse’ Useful Life

Customer relationshiy Straigh-line method over 5 to 15 yee
Trademarks/trade nam Straigh-line method over 10 to 20 yet
Non-competition agreemen Straigh-line method over the terms of the agreem
Deferred financing cos Straigh-line method over the terms of the related ¢

Goodwill and other intangible assets determinelitee indefinite useful lives are not amortizedtdas, we
conduct impairment tests on our goodwill, traderaakd other intangible assets with indefinite limagually in the
fourth quarter or more frequently if circumstangeticate that the carrying value may not be recabkr. To
determine whether an impairment exists, we useeptasalue techniques.

Stock-Based Compensation (Pre-Distribution) Certain of our employees previously participatedtock-
based compensation plans sponsored by Dean Faatdsdhe settled in Dean Foods common stock. Weegléo
follow Accounting Principles Board Opinion No. 28ccounting for Stock Issued to Employees,” andted
interpretations in accounting for Dean Foods stmatkons held by our employees. As such, no compiemsa
expense has been recognized as the stock optioesgnanted at exercise prices that were at or abwr&et value
at the grant date. Prior to the Distribution, tbkesluled vesting of the Dean Foods stock optiorsasdollows:
one-third on the first anniversary of the graniedane-third on the second anniversary of the gtate, and one-
third on the third anniversary of the grant dateder the terms of the stock option agreementsygkting of such
options accelerated at the time of the Distributldad compensation expense been determined fdt sfiiimn
grants using fair value methods provided for in SA0. 123, “Accounting for Stock-Based Compensation
additional compensation expense, net of relateglstanould have been recognized of $0.3 million, $h@& million
in 2005, 2004, respectively. The fair value of esaidtk option granted in 2004 was calculated uliegBlack-
Scholes option-pricing model, with the followingsamptions: expected volatility — 25%; no expectaddend,;
expected option term — 5 years; and risk-free oteturn — 3.57%. No Dean Foods stock options weamted to
our employees in 2005.

Stock-Based Compensation (Post-Distribulien Effective July 1, 2005, we adopted the requizata of
SFAS 123(R) “Share-Based Payment.” This statenesntires that compensation paid with equity instrotse
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be measured at grant-date fair value and thatethdtmg expense be recognized over the relevawicseperiod.
Prior to the quarter beginning July 1, 2005, wetelé to follow Accounting Principles Board Opinibio. 25,
“Accounting for Stock Issued to Employees.” As suah compensation expense was recognized pritvetquarter
beginning July 1, 2005 as stock options were grhatexercise prices that were at or above maeevat the
grant date.

Sales Recognition and Accounts ReceivableSales are recognized when persuasive eviderae of
arrangement exists, the price is fixed or deterblmahe product has been shipped to the custditierand risk of
loss transfer to customers and there is a reasmaaBlUrance of collection of the sales proceedslult is shipped
FOB shipping point and FOB destination, dependingar agreement with the customer, and is accountad
accordance with generally accepted accounting ipfiees In accordance with Emerging Issues Taskd-(iel TF")
01-09, “Accounting for Consideration Given by a \dento a Customer,” sales are reduced by certdés sa
incentives, some of which are recorded by estirgagxpense based on our historical experience. \Wada credit
terms to customers ranging up to 30 days, perfargoimg credit evaluation of our customers and nadint
allowances for potential credit losses based ctoftitsll experience. Estimated product returns, tvhiave not been
material, are deducted from sales at the time iphsént.

Income Taxes— We account for income taxes in accordance WitAS 109 “Accounting for Income Taxes.”
Deferred income taxes are provided for tempordifer@inces between amounts recorded in the Consetida
Financial Statements and tax bases of assetsahilitiés using current tax rates. Deferred taxetsare evaluated
based on the guidelines for realization and araaed by a valuation allowance if deemed necessary.

Prior to the distribution we were included in Ddasods’ consolidated income tax returns and we didite
separate federal tax returns. Our income taxes determined and recorded in our Combined Finargtalements
as if we were filing a separate return for fed@rabme tax purposes. Taxes currently payable asaseurrent and
prior period income tax payments and settlements wieared directly with Dean Foods and, as a tesulounts
related to us were included in Parent’s net investnm our Combined Balance Sheets prior to thériDigion.

Tax Sharing Agreement- We entered into a tax sharing agreement witm@ods which generally governs
Dean Foods’ and our respective rights, responsésiland obligations after the Distribution witlspect to taxes
attributable to our business, as well as any tax@gred by Dean Foods as a result of the faildith® Distribution
to qualify for tax-free treatment under Section 8%5he Code.

Distribution-Related Taxes— Under the tax sharing agreement, we are liadri¢aixes that may be incurred by
Dean Foods that arise from the failure of the istion to qualify as a tax-free transaction unflection 355 of the
Code (including as a result of Section 355(e) ef@ode) if the failure to so qualify is attributald actions, events,
or transactions relating to the stock, assetsusiniess of us or any of our affiliates, or a breaicthe relevant
representations or covenants made by us in thehtaring agreement or the Distribution agreemetd dYilmer
Cutler Pickering Hale and Dorr LLP in connectiorttwiendering its opinion. If the failure of the Bibution to
qualify under Section 355 of the Code is attriblgab a breach of certain representations madeotly s and Dea
Foods or a change in law or change in the inteaficet or application of any existing law after #iseecution of the
tax sharing agreement, we will be liable for 50%haf taxes arising from the failure to so qualify.

Shipping and Handling Fees- Our shipping and handling costs are includeldath cost of sales and selling
and distribution expense, depending on the natiuseah costs. Shipping and handling costs includembst of sale
reflect inventory warehouse costs, product loadind handling costs and costs associated with toatisg finished
products from our manufacturing facilities to owvrodistribution warehouses. Shipping and handliogf€included
in selling and distribution expense consist prifyast the cost of shipping
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products to customers through third party carri8tspping and handling costs recorded as a compafaelling
and distribution expense were approximately $40lom, $31.1 million and $29.5 million in years @6, 2005 and
2004, respectively.

Derivatives — We utilize derivatives financial instrumentslinding interest rate swaps and forward purchase
contracts to manage our exposure to interest rateammodity price risks. We account for derivadive
accordance with SFAS No. 133 “Accounting for Detiva Instruments and Hedging Activities,” as amehty
SFAS No. 138 and SFAS No. 149. We do not hold sirédinancial instruments for speculative or trgdirposes.
Refer to Note 9 for additional information.

Capital Lease Obligations— Capital lease obligations include various praoig notes related to lease
obligations of property, plant and equipment. Thdaus promissory notes payable provide for inteaésarying
rates and are payable in monthly installments witgral and interest until maturity, when the reniiag principal
balances are due. Capital lease obligations afgesent machinery and equipment financing obligatievhich are
payable in monthly installments of principal anteiest and are collateralized by the related a$isetsced.

Insurance Accruals— We retain selected levels of property and caguisks, primarily related to employee
health care, workers’ compensation claims and athsuvalty losses. Many of these potential lossesarered
under conventional insurance programs with thindypearriers with high deductible limits. In oth@reas, we are
self-insured with stop-loss coverage. Accrued litiss for incurred but not reported losses reldatethese retained
risks are calculated based upon loss developmetarfawhich contemplate a number of factors ineigdilaims
history and expected trends. These accruals aedajemd by us in consultation with external insueahmkers and
actuaries.

Facility Closing and Reorganization Costs- We periodically record facility closing and rganization
charges when we have identified a facility for ciasor other reorganization opportunity, developgdan and
notified the affected employees. Effective Januar003, we record these charges in accordance with
SFAS No. 146, “Accounting for Costs Associated vttt or Disposal Activities.”

Research and Development CostsWe record research and development chargegptnse as they are
incurred. The expenditures totaled $1.0 million,88illion and $0.8 million in 2006, 2005, and 2Q@dspectively.

Recently Issued Accounting Pronouncement©n July 13, 2006, the FASB issued FASB Inteitien
No. 48,“Accounting for Uncertainty in Income Taxes, aneiiretation of FASB Statement
No. 10¢" (“FIN No. 48"). FIN No. 48 clarifies what criteaimust be met prior to recognition of the financial
statement benefit of a position taken in a taxrretbGIN No. 48 will require companies to includedaibnal
gualitative and quantitative disclosures withinittimancial statements. The disclosures will irddupotential tax
benefits from positions taken for tax return pugsthat have not been recognized for financialntegppurposes
and a tabular presentation of significant changeid each period. The disclosures will also ineladdiscussion ¢
the nature of uncertainties, factors which coulgseaa change, and an estimated range of reasquagsiple
changes in tax uncertainties. FIN No. 48 will alsquire a company to recognize a financial stat¢inenefit for a
position taken for tax return purposes when it Wllmore-likely-than-not that the position will bastained.
FIN No. 48 will be effective for fiscal years beging after December 15, 2006. We are currentlyuatalg the
impact of FIN No. 48 on our financial statements.

In September 2006, the FASB issued SFAS 157 “Faiu® Measurement,” which defines fair value,
establishes a framework for measuring fair valne, @xpands disclosures about fair value measurasmeme
provisions of SFAS 157 are effective for fiscal gebeginning after November 15, 2007. We are ctigren
evaluating the impact SFAS 157 will have on ouafioial statements.

42




Table of Contents

TREEHOUSE FOODS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

In September 2006, the FASB issued SFAS No. 15BASS158"), “Employers’ Accounting for Defined
Benefit Pension and other Postretirement Plans -anandment of FASB Statements No. 87, 88, 10618a¢R).”
SFAS 158 requires an employer to (1) recognizésistatement of financial position an asset folaa’p over
funded status or a liability for a plan’s underded status (2) measure a plan’s assets and itgatibls that
determine its funded status as of the end of thel@rers’ fiscal year, and (3) recognize changebénfunded status
of a defined benefit plan in the year in which thanges occur (reported in comprehensive inconiey. T
requirement to recognize the funded status of afitqplan and the disclosure requirements are gfedor our yea
ended December 31, 2006. The requirement to me#tsaian assets and benefit obligations as ofitite of the
employer’s fiscal year-end statement of financ@ipon is effective for fiscal years ending affiswcember 15,
2008. The requirement to measure plan assets araditbebligations as of fiscal year end will notvieaan impact on
our financial statements as all of our pension @wgtretirement plans are currently measured asoéidber 31, th
end of our fiscal year. See Note 13 for more infation regarding our pension and postretirementgplan

In September 2006, the SEC issued Staff AccouBineting (SAB) No. 108, “Considering the Effects o
Prior Year Misstatements when Quantifying Misstagata in Current Year Financial Statements,” whigiviges
interpretive guidance on the quantification of final statement misstatements in order to elimittaediversity in
practice that currently exists among public companSAB No. 108 is required to be applied to anfinahcial
statements for the first fiscal year ending aftew®&mber 15, 2006. We adopted the provisions of 8&B108
effective December 31, 2006. The adoption of SAB N8 did not have an impact on our Consolidatediidial
Statements.

In February 2007, the FASB issued SFAS No. T8®& Fair Value Option for Financial Assets and Fical
Liabilities — Including an amendment of FASB Statement No, Which permits measurement of financial
instruments and other certain items at fair vaBeAS No. 159 does not require any new fair valuasuements.
SFAS No. 159 is effective for financial statemdastaied for fiscal years beginning after November2®7. Early
adoption is permitted provided that SFAS No. 15@oiscurrently adopted. We are currently evaluatiegimpact
SFAS No. 159 will have on our financial statements.

3. ACQUISITIONS, DIVESTITURES AND DISCONTINUED OPERATI ONS

Acquisition — On April 24, 2006, we completed the acquisitidrtertain real estate, equipment, machinery,
inventory, raw materials, intellectual property anter assets that are related to the Del Montel$@mmpany
(1) private label soup business, (2) infant feedinginess conducted under the brand name Natuogdr@s® ,
and (3) the food service soup business (hereinedtitzctively referred to as the “Soup and Infaaeéfing
Business”), and assumed certain liabilities toekient related thereto. Immediately following tlenpletion of the
acquisition, the Soup and Infant Feeding Businessime a division of our operating subsidiary, Bajléy Foods,
LLC. The acquisition of the soup and infant feedingsiness expands our offerings, primarily in thegte label
market allowing us to provide a broader line of d®to our customers.

The purchase price paid for the soup and infardifigebusiness was $277.1 million, which includeguasition
related costs of $5.5 million and a working capsiitlement of $4.0 million. In addition, postretitent, vacation
pay, lease, and other liabilities of $37.4 milliwere assumed. The acquisition was financed thr&280 million of
borrowings under our existing $500 million creditility, as amended August 31, 2006, and availeah balance

The acquisition is being accounted for under thelpase method of accounting and the results ofadipeis art
included in our financial statements from the d#tacquisition. The purchase price was allocatettiéonet assets
acquired based upon estimated fair market valutseadate of acquisition. During the quarter en8egdtember 30,
2006, we made adjustments to reflect the finaliwatf the working capital settlement and to reftbet results of tr
valuation report from the third party valuatiomfir These
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adjustments decreased goodwill related to the aitogpri by $7.7 million. Also, in the quarter endedcember 31,
2006, adjustments were made to reduce goodwitfteat deferred taxes related to postretiremenéfisnof

$12.0 million and a reduction in the liability fpostretirement benefits of $1.4 million. We havedman allocation
to the net tangible and intangible assets acqainetliabilities assumed as follows:

(In thousands,

Inventory $ 73,01
Property Plant and Equipme 100,12:
Trade Name— Natures Goodnes 8,00(
Customer Relationshif 28,10(
Transition Services Agreeme 1,10C
Goodwill 89,20¢
Other Asset: 14,93¢
Total Assets Purchas 314,48!
Assumed Liabilities (37,400
Total Purchase Pric $ 277,07

We have recorded intangible assets of $125.3 mijliiecluding $89.2 million of goodwill, $8.0 millioof
trademark indefinite lived intangibles and $28.1liom of customer and contract related definiteetiintangibles.
The weighted average useful life of the definitedl intangibles is fifteen years and $28.1 millasrihe intangible
asset value is expected to be deductible for incam@urposes.

The Company has entered into a transition sendagesement with Del Monte Foods Company whereby Del
Monte will continue to provide various administvatiand information technology support servicesl tiné soup an
infant feeding business can be fully integrated ifrteeHouse, which is expected to occur by FebrRér2007.

44




Table of Contents

TREEHOUSE FOODS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

The following pro forma summary presents the eftédhe soup and infant feeding business acquiugihgd
the second quarter of 2006 as though the busirsebbéden acquired as of January 1, 2005 and is logeed
unaudited financial information of the acquiredignfin thousands, except per share data):

Revenue as reportt

Year Ended December 31,
2006 2005
(Unaudited)
(In thousands)

$ 939,3%¢ $ 707,73

Revenue of purchased businesses for the periodtpracquisitior 95,19¢ 310,95¢

Pro forma revenu
Net income as reporte

$1,034,59! $1,018,68
$ 4485¢ $ 11,57¢

Net income of purchased businesses for the period o acquisitior 3,251 9,81(

Pro forma net incom

Earnings per sha— basic

$ 48,100 $ 21,38¢

As reportec $ 144 % .38

Effect of purchased businesses for the period poiacquisitior AC .31

Pro forma earnings per sh-basic $ 154 % .6¢
Earnings per sha-diluted

As reportec $ 14z % .37

Effect of purchased businesses for the period poi@cquisitior AC .31

Pro forma earnings per sh-diluted $ 1.5 § .6€

Discontinued Operations— On September 7, 2004, we announced our dedisierit our nutritional
beverages business. Our decision to exit thisdfriisiness resulted from significant declinesatume, which we
believed could not be replaced. In accordance getierally accepted accounting principles, our famrstatement
reflect our former nutritional beverages businesdiacontinued operations.

Assets, liabilities, net sales and income (los$)fieetaxes generated by our nutritional beveragefless were

as follows (in thousands):

Assets

Liabilities

Net sales

Income (loss) before te

Year Ended December 31
2006 2005 2004
(In thousands)

$1,60. $197C $ 594«
— 93 1,431
(10) 81  $22,16¢
25C (1,126 (15,309
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4. INVENTORIES

December 31

2006 2005
(In thousands)
Raw materials and suppli $ 62,21: $ 37,521
Finished good 163,29 83,28(
LIFO reserve (9,740 (6,239
Total $215,76¢  $114,56.

Approximately $84.2 million and $88.8 million of pinventory were accounted for under the LIFO mdthb
accounting at December 31, 2006 and 2005, resgdctiduring 2006, we incurred a LIFO decrementt tha
increased our pre-tax income by $1.1 million.

5. PROPERTY, PLANT AND EQUIPMENT

December 31

2006 2005
(In thousands)

Land $ 519 $ 3,53¢
Buildings and improvemen 66,70( 53,43:
Machinery and equipme 201,47( 109,27¢
Construction in Progre: 4,261 2,42¢
277,62 168,67:
Less accumulated depreciati (70,437) (51,235
Total $207,19° $117,43t

6. INTANGIBLE ASSETS

The changes in the carrying amount of goodwilltfar years ended December 31, 2006 and 2005 are as

follows:

Soup &

Infant

Pickles Powder Feeding Other Total
(In thousands)
Balance at December 31, 2C $35,72F $195,75. $ — $77,21¢ $308,69!
Purchase accounting adjustme (720 — — (720
Deferred tax adjustments for differences in boolsus
tax basis (1,699 (9,24¢6) — (3,66)) (14,60

Balance at December 31, 2C $34,03: $185,78¢ $ — $73,55¢ $293,37-
Goodwill from acquisitior — — 89,20¢ — 89,20¢
Balance at December 31, 2C $34,03. $185,78! $89,20¢ $73,55¢ $382,58:
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The gross carrying amount and accumulated amaddizaf our intangible assets other than goodwilbas
December 31, 2006 and 2005 are as follows:

December 31
2006 2005
Gross Net Gross Net
Carrying  Accumulated Carrying Carrying Accumulated Carrying
Amount  Amortization Amount Amount  Amortization Amount
(In thousands)

Intangible assets with indefinite live

Trademark: $15,60( $ — $15,60( $22,80( $ —  $22,80(
Intangible assets with finite live

Custome-related 43,09¢ (7,85¢) 35,24( 11,82( (5,632  6,18¢

Non-compete agreeme 1,02¢ (199 83:¢ 26 (26) —

Trademarks 7,60( (60C)  7,00( — — —
Total other intangible $67,32: (8,64F) $58,67: $34,64¢ $ (5,65¢) $28,98¢

Intangible assets acquired in the twelve montheémkcember 31, 2006 are customer related intarggénd
non-compete agreement acquired in the pickle segméebruary 2006 and the trademarks and custtster
resulting from the acquisition of the soup and mfi@eding business in April 2006. Our pickle andsand infant
feeding trademarks are deemed to have indefingulibves because they are expected to generateftaws
indefinitely. During our 2006 impairment review, wetermined that the trademarks for @@mora® andMocha
Mix ® brands can no longer be classified as indefiniedliand we will now amortize the remaining balaocer the
expected remaining lives of ten years and twensygjg@espectively. Customer related intangiblesatienated to
have a useful life of fifteen years and are beimpiized over a fifteen year period on a straigig basis.

Amortization expense on intangible assets was $8I®n, $1.7 million, and $1.5 million in the yesaended
December 31, 2006, 2005 and 2004, respectivelymBttd intangible asset amortization expense ®@ntxt five
years is as follows

2007 $4.2 million
2008 4.1 million
2009 3.9 million
2010 3.8 million
2011 2.6 million

Indefinite lived trademarks and goodwill are evédabfor impairment annually in the fourth quartenmre
frequently if events or changes in circumstancdgate that the asset might be impaired. Indefinred trademark
and goodwill are impaired if their book value exagedair value. If the fair value of an evaluatededss less than its
book value, the asset is written down to fair valukich is generally based on its discounted futash flows.

Amortizable intangible assets are evaluated forimmpent upon a significant change in the operating
environment. If an evaluation of the undiscountashcflows indicates impairment, the asset is writtewn to its
estimated fair value, which is generally based isnalinted future cash flows.

Considerable management judgment is necessanatoate the impact of operating changes and to estim
future cash flows. Assumptions used in our impairteyaluations, such as forecasted growth rate®andost of
capital, are consistent with our internal projecti@nd operating plans.
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During 2006, we recognized impairment expense d $dllion related to ouMocha Mix® trademark. The
impairment expense was recognized due to an aatédpcontinued decline in volume expectedMiacha Mix® . In
addition, although an impairment charge is not ssagy for oucCremora® brand, we expect to experience a
continued decline in sales for that brand. As suehwill no longer consider tHdocha Mix® andCremora® brand:
as indefinite lived intangibles and will begin artiming the remaining intangible values for th@cha Mix® and
Cremora® brands over periods of 20 years and 10 years, cégply. The impairment loss is included in the het
operating (income) expense, net” line in the Cadatéd Statement of Income. The amount of impaitrfess was
determined using the relief from royalty method/afuation.Mocha Mix® sales are included in the “Other”
segment, whil&Cremora® is included in the “Powder” segment.

We did not recognize any impairment expenses d@d@gl. During 2005, impairment expenses of $1.4anil
and $2.6 million were related to the pickles and-dairy powdered creamer segments, respectivety, an
$0.2 million was related to refrigerated produetkich does not qualify as a reportable segment.iffipairment
expenses were recognized due to the Company’sgitdbcus on private label instead of branded petsl The
impairment expenses were recorded in “Other opeggihcome) expense, net” in the Consolidated Statds of
Income. The amount of impairment loss was deterchirggng the relief from royalty method of valuation

7. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

December 31

2006 2005
(In thousands)
Accounts payabl $51,097 $34,73:
Payroll and benefit 24,65¢ 12,44(
Health insurance, worke' compensation and other insurance c 4,887 4,55¢
Other accrued liabilitie 7,047 9,73(
Total $87,687 $61,457

8. INCOME TAXES
The following table presents the 2006, 2005 andi3fi@visions for income taxes:
Year Ended December 31

2006(1) 2005(1) 2004(1)
(In thousands)

Current taxes

Federa $12,35¢ $17,297 $16,67(
State 2,01( 2,73¢ 81C
Deferred income taxe 12,96¢ (4,867) 8,591
Total provision for income taxe $27,33: $15,17¢ $26,07:

(1) Excludes $0.1 million, $(0.4) million and $(5.7)llioin income tax expense (benefit) related to digtmed
operations in 2006, 2005 and 2004 respecti\
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The following is a reconciliation of income taxemputed at the U.S. federal statutory tax rat&éamicome
taxes reported in the consolidated statementscofire:

Year Ended December 31

2006 2005 2004
(In thousands)

Tax expense at statutory ra $25,21: $ 9,60: $24,76(

State income taxe 2,621 1,49¢ 1,311

Non-deductible Distribution cos! — 3,39¢ —

Other (500) 677 —

Total provision for income taxe $27,33:  $15,17¢ $26,07:

The tax effects of temporary differences giving ttis deferred income tax assets and liabilitiesswer

December 31
2006 2005
(In thousands)

Deferred income tax asse

Pension and postretirement bene $ 6,068 $ 4,20¢
Accrued liabilities 7,521 8,12¢
Stock compensatic 11,02¢ 3,80¢

24,61 16,13¢
Deferred income tax liabilitie:

Depreciation and amortizatic (27,037 (20,229
Asset valuation reservi (3,089 (2,767)
(30,12)  (22,99)

Net deferred income tax liabilit $ (5,50¢) $ (6,857

These net deferred income tax assets (liabilifes)classified in our consolidated balance sheetsliws:

December 31

2006 2005
(In thousands)

Current assel $ — $2,56¢

Current liabilities (1,216 —

Non-current liabilities (4,299 (9,427)

Total $(5,50¢)  $(6,852)

No valuation allowance has been provided on dede@a® assets as management believes it is mollg tihkan
not that the deferred income tax assets will bly fidlcoverable.

The Americans Job Creation Act of 2004, enactgddtober 2004, creates a new deduction for manukrstu
for their domestic production activities. The effea the company’s effective tax rate for contirguaperations for
2006 and 2005 was a reduction of 0.4 and 1.1 ptagerpoints, respectively.

49




Table of Contents

TREEHOUSE FOODS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

9. LONG-TERM DEBT

December 31
2006 2005
Amount Amount
Outstanding Qutstanding
(In thousands)

Revolving credit facility $ 130,000 $ —
Senior note: 100,00( —
Capital lease obligations and ot 9,65¢ 6,46¢
239,65¢ 6,46¢

Less current portio (543) (321)
Total $ 239,11 $ 6,14

The scheduled maturities of long-term debt, at bdmr 31, 2006, were as follows (in thousands):

2007 $ 54z
2008 52C
2009 49¢
2010 51¢%
2011 130,51«
Thereafte 107,06¢

Total outstanding del $239,65¢

Revolving Credit Facility— On August 31, 2006, we entered into AmendmentIN® our unsecured
revolving Credit Agreement (the “Credit Agreementiated June 27, 2005, with a group of particigatinancial
institutions. Among other things, Amendment Noxfeads the termination date of the Credit Agreent@nt
August 31, 2011, increases the aggregate commitameatint of the Credit Agreement to $500 million amdends
certain definitions and rates which result in rdhrs in interest and various fees payable to¢heérs under the
Credit Agreement. This agreement also includesbariflion letter of credit sublimit, against whi&3.7 million in
letters of credit have been issued, but undrawocdtrds from the credit facility may be used forking capital and
general corporate purposes, including acquisitioarniting. The credit facility contains various firtéal and other
restrictive covenants and requires that we mairgaitain financial ratios, including a leverage ameérest coverag
ratio. We are in compliance with all applicable enants as of December 31, 2006. We believe thagngiur
current cash position, our cash flow from operatingvities and our available credit capacity, vaa comply with
the current terms of the credit facility and memegeeable financial requirements.

Interest is payable quarterly or at the end ofaihlicable interest period in arrears on any onthtay
borrowings at a customary Eurodollar rate plusayelicable margin, or at a customary base rate ufkderlying
rate is defined as the rate equal to the BritishkBes Association LIBOR Rate for Eurodollar Rateahs or the
higher of the prime lending rate of the administ@tgent or federal funds rate plus 0.5% for Baate Committed
Loans. The applicable margin for Eurodollar loambased on our consolidated leverage ratio andesaingm
0.295% to 0.90%. In addition, a facility fee basedour consolidated leverage ratio and ranging f6od8% to
0.225% is due quarterly on all commitments underatedit facility. Our average interest rate ontdelistanding
under our Credit Agreement at December 31, 20065:88%.

The credit facility contains limitations on liensyestments, the incurrence of subsidiary indet#sdnmergers,
dispositions of assets, acquisitions, materiaklioebusiness and transactions with affiliates. deelit facility
restricts certain payments, including dividendg] prohibits certain agreements restricting the
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ability of our subsidiaries to make certain paymsesttto guarantee our obligations under the cfadility. The
credit facility contains standard default triggengluding without limitation:

- failure to pay principal, interest or other amouthi® and payable under the credit facility andteeldoan
document:

« failure to maintain compliance with the financialddeother covenants contained in the credit agreé
* incorrect or misleading representations or wares

« default on certain of our other de

« the existence of bankruptcy or insolvency procegs

« insolvency

« existence of certain material judgme

« failure to maintain compliance with ERIS

« the invalidity of certain provisions in any loanadmnent, anc

« a change of contro

Senior Notes— On September 22, 2006, we completed a privaegphent of $100 million in aggregate
principal amount of 6.03% senior notes due Septerd®e2013 pursuant to a Note Purchase Agreemeohgm
TreeHouse and a group of purchasers. All of the @ay's obligations under the senior notes are fatig
unconditionally guaranteed by Bay Valley Foods, L.laGvholly-owned subsidiary of the Company. Theaen
notes have not been registered under the Secukitiest 1933, as amended, and may not be offeresblokin the
United States absent registration or an applicekénption. Net proceeds were used to repay ouistnd
indebtedness under the revolving Credit Agreement.

Interest will be paid semi-annually in arrears oarth 31 and September 30 of each year beginninghveit,
2007.

The Note Purchase Agreement contains covenantsviléitmit the ability of TreeHouse and its subgdes to,
among other things, merge with other entities, geahe nature of the business, create liens, additional
indebtedness or sell assets. The Note Purchasermgrd also requires the Company to maintain cefitsémcial
ratios. We are in compliance with the applicableecants as of December 31, 2006. Events of defatlitde but
are not limited to:

« failure to pay principal or intere
« breach of the Compa’s covenants or warranti

< any payment default or acceleration of indebtedoé3seeHouse or any subsidiary if the total amafnt
such indebtedness exceeds $25 million,

 events of bankruptcy, insolvency or liquidationahxing the Company or its material subsidiar

Swap Agreement— In July 2006, we entered into a forward interast swap transaction for a notational
amount of $100 million as a hedge of the forecaptadte placement of $100 million senior notese Tiiterest rate
swap transaction was terminated on August 31, 200&h resulted in a pre-tax loss of $1.8 millidine
unamortized loss is reflected, net of tax, in “anclated other comprehensive loss” in our Conde@mtsolidated
Balance Sheet. The total loss will be reclassifegdbly to our statements of income as an increaseerest
expense over the term of the senior notes, proyidimeffective interest rate of 6.29% over the tefraur senior
notes. In 2006, $0.1 million of the loss was takea interest expense. We
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anticipate that $0.3 million of the loss will beckassified to interest expense in 2007. Duringythar ended
December 31, 2006, there was no hedge ineffectsgne

Receivables-Backed Facility— Prior to the Distribution, we participated in &eFoods’ receivables-backed
facility. We sold our accounts receivable to a vifrowned special purpose entity controlled by D&ands. The
special purpose entity transferred the receivatoléisird-party assebacked commercial paper conduits sponsort
major financial institutions. The securitizationswaeated as a borrowing for accounting purposesilze assets a
liabilities of the special purpose entity were yuleflected in our December 31, 2004 Consolidatathice Sheet.
The Dean Foods receivables-backed facility borerést at a variable rate based on the commergi&irpaeld, as
defined in the agreement. Dean Foods did not dkaoderest related to the receivables-backeditiaed its
segments. Therefore, no interest costs relatdugdacility have been reflected in our Consolidiatecome
Statements. Effective April 1, 2005, we ceasedaibigipate in Dean Foods’ receivables-backed figcili

Tax Increment Financing— On December 15, 2001, the Urban Development éuithof Pittsburgh (“URA”)
issued $4.0 million of redevelopment bonds purstaat Tax Increment Financing Plan to assist wéttiain aspec!
of the development and construction the Companitsiiirgh, Pennsylvania facilities. The agreemess w
transferred to TreeHouse as part of the acquistfdhe soup and infant feeding business. The Compas agreed
to make certain payments with respect to the ral@amount of the URA'’s redevelopment bonds throMigly
2019. As of December 31, 2006, $3.3 million remaintstanding. Interest accrues at an annual raée6df6 for the
$0.9 million traunch which is due on November 11206.71% for the $0.5 million traunch which is dare
November 1, 2013; and 7.16% for the $1.9 milliGutrch which is due on May 1, 20:

Capital Lease Obligations and Other Capital lease obligations includes various pssoiy notes related to
lease obligations of property, plant and equipm€&hné various promissory notes payable providerftarest at
varying rates and are payable in monthly installtmen principal and interest until maturity, whértremaining
principal balances are due. Capital lease obligatalso represent machinery and equipment finaratiigations,
which are payable in monthly installments of prpadiand interest and are collateralized by thaedlassets
financed.

10. STOCKHOLDERS’ EQUITY AND EARNINGS PER SHARE

Common stock distribution and issuanee The company has authorized 40 million sharesaimon stock
with a par value of $.01 per share and 10 millibares of preferred stock with a par value of $.€dghare. No
preferred stock has been issued.

Our common stock was distributed to Dean Food€kétolders on June 27, 2005 in the ratio of oneesbér
TreeHouse common stock for every five shares oihlr@ods outstanding as of the record date of JOp25. As
a result, Dean Foods distributed 30,287,925 stadréseeHouse common stock to its shareholdersotjunction
with entering into employment agreements, TreeHooaeagement purchased approximately 1.67% of Tresélo
common stock directly from Dean Foods in Januaf520hese shares are equivalent to 513,353 sharapost-
Distribution basis. As of December 31, 2006, theeee 31,202,473 shares issued and outstandinge Thao
treasury stock and there is no remaining stock osime by Dean Foods.

Earnings per share— Basic earnings per share is computed by dividietgncome by the number of weighted
average common shares outstanding during the reggreriod. For all periods prior to June 30, 200&sic
earnings per share are computed using our shatgtsuoding as of the date of the completion of tistribution.
The weighted average number of common shares ndbd diluted earnings per share calculation inesuthe
incremental effect related to outstanding optioh®se market price is in excess of the grant pfibe.restricted
stock units and restricted stock awards are sulmettarket conditions for
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vesting. The market conditions for the restricteatls units were met as of December 31, 2006 arsl tthe
incremental effect of the related restricted stocks were included in the diluted earnings persltalculation. Th
restricted stock market conditions for vesting weoemet as of December 31, 2006, so these awesd=xaluded
from the diluted earnings per share calculation.

The following table summarizes the effect of tharghbased compensation awards on the weightedgevera
number of shares outstanding used in calculatihgedi earnings per share:

Year Ended
December 31
2006 2005

(In thousands)
Weighted average shares outstanc 31,15¢ 30,90
Assumed exercise of stock options 92 203
Assumed vesting of restricted stock ul 14¢€ —
Weighted average diluted common shares outstar 31,39¢  31,10¢

(1) The assumed exercise of stock options excludesnillidn options outstanding which were anti-dilgifor
the year ended December 31, 2C

11. STOCK-BASED COMPENSATION

In connection with our spin-off from Dean Foods Qeamy, our Board has adopted, and a majority of our
stockholders has approved the TreeHouse Food200&. Long-Term Incentive Plan. The Plan is adnénéed by
our Compensation Committee, which consists entiméipdependent directors. The Compensation Coremitt,
with respect to awards to employees who are beb@position of senior vice president (or any analagtitle) and
not executive officers, and if the committee sagleastes, our Chief Executive Officer or such otbiicer or
officers will, from time to time, determine the sjfec persons to whom awards under the Plan wilytsnted, the
extent of any such awards and the terms and condibf each award. The Compensation Committee aleisignet
pursuant to the terms of the Plan, also will makether necessary decisions and interpretatiomteuthe Plan.

Under the Plan, the Compensation Committee mayt graards of various types of equity-based compénsat
including stock options, restricted stock and fet&d stock units, performance shares and perfocmanits and
other types of stock-based awards, and cash-basegensation consisting of annual bonuses. The marim
number of shares that are available to be awardddruhe Plan is 4,750,167.

As stated in Note 2, for the quarter beginning dyl2005, we adopted the requirements of SFAS 1)2%Rare
Based Payments.” The company elected to use théiatbdrospective application of SFAS 123(R) foesk
awards issued prior to July 1, 2005. Income fromtiooing operations before tax for the years erldedember 31,
2006 and 2005 included share-based compensati@msegor employee and director stock options, iotstr stock
and restricted stock units of $18.8 million andé®iillion, respectively. The tax benefit recognizethted to the
compensation cost of these share-based awardsadgasdlion and $3.7 million for 2006 and 2005, pestively.
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The following table summarizes stock options grdmtering 2006. Options were granted under our femgx
incentive plan and in certain cases pursuant td@mpent agreements. Options were also granted toaar
employee directors. All options granted have ttyegr terms which vest one-third on each of the finee
anniversaries of the grant date, and a maximum tért@n years.

Weighted Weighted Ave

Average Remaining Aggregate
Employee Director Exercise Contractual Intrinsic
Options Options Price Term (yrs) Value
Outstanding, December 31, 20 1,499,80! 500,29¢ $ 26.2i
Granted 417,08( 45,000 $ 23.52
Forfeited (146,757) —  $ 27.9¢
Exercisec — (114,700 $ 12.92
Outstanding, December 31, 20 1,770,13. 430,59¢ $ 26.31 8.2 $10,866,75
Vested/expect to vest at December 31,z 1,705,89. 422,59: $ 26.3¢ 8.1 $10,297,02
Exercisable at December 31, 2( 458,68! 358,40 $ 24.17 7.1 $ 6,045,65

During the year ended December 31, 2006, the itatahsic value of stock options exercised was agjpnately
$1.6 million. Stock options were exercised in 200t a total intrinsic value of $6.0 million. Thggregate intrinsi
value of outstanding and exercisable options w&3tillion and $6.0 million, respectively, at Dedger 31, 2006
and $1.7 million and $1.7 million, respectively Ccember 31, 2005. The tax benefit recognized Btook option
exercises in 2006 was $0.6 million. Compensatiest pelated to unvested options totaled $11.6 miléib
December 31, 2006 and will be recognized over ¢ngaining vesting period of the grants, which avesaly7 year:
The average grant date fair value of options gchimt€006 and 2005 was $9.05 and $11.04, respéctive

In addition to stock options, certain key manageneemployees were granted restricted stock andctstr
stock units pursuant to the terms of their emplayhagreements. Restricted stock generally vestgharceon each
of January 27, 2006, 2007 and 2008. It is subjeatmarket condition that requires that the tdtareholder return
of TreeHouse exceed the median of a peer groug obthpanies for the applicable vesting period.ddition, there
is a cumulative test at January 27, 2007 throud!®2bBat allows for vesting of previously unvestedrgs if the tote
shareholder return test is met on a cumulativesb&sstricted stock units may vest one-third om&amne 27, 2006,
2007 and 2008, but they are subject to the conmditiat the price of TreeHouse stock exceeds $2athesach
vesting date. The cumulative test extends forweanniversary dates beyond the last measuremanbtla
January 27, 2008. TreeHouse issued 630,942 shiarestacted stock and 616,802 restricted stocksunithe
second quarter of 2005. As of December 31, 2008,622 shares of restricted stock, along with 582 &3tricted
stock units were outstanding, none of which werstea at December 31, 2006. Compensation experaa/ecio
the restricted stock and restricted stock unitléot $12.8 million in 2006 and $6.9 million in 20G%ture
compensation cost related to outstanding restristeck
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units and shares of restricted stock totaled $9libmat December 31, 2006 and will be recognipedr the next
2.3 years. The Company did not make a restricmakgir restricted stock unit award in 2006.

Restricted Restricted

Stock Stock Units

Unvested at January 630,94 616,80:
Granted — —
Vested — —
Forfeited (47,320) (32,469
Unvested at December : 583,62: 584,33

Prior to completion of the Distribution, Dean Foadsiverted options on Dean Foods stock held by Bean
chairman and chief executive officer. These wereseded on a pro-rata basis between options fonBemds and
TreeHouse shares. As a result, there are 344,8limeutstanding as of December 31, 2006 whictereecisable
at various prices. The new awards maintained bwpte-conversion aggregate intrinsic value of eaeard and
the ratio of the exercise price per share to the&ketaralue per share. During the year ended DeceBhe2006,
114,700 options held by Dean’s chairman and chie€etive officer were exercised at a total pricédf million.

The fair value of each stock option, restricteatstand restricted stock unit award (the “Awards’gstimated
on the date of grant using the assumptions notétkifiollowing table and the market price of then@any’s stock
on the date of grant. The stock options were valisedg a Black Scholes model and the restrictecksind
restricted stock units were valued using a MontddGamulation. Because valuation models incorporanges of
assumptions for inputs, those ranges are disclésethe Company’s stock was not publicly tradedptd June 27,
2005, expected volatilities are based on the irddistorical volatilities from peer companies artlde factors. The
Company has estimated that all employees will cetepthe required service conditions associated tiveh
restricted stocks and restricted stock unit awartis. expected service period is the longer of #révdd service
period, as determined from the output of the vadmatnodels, and the implied service period basetherierm of
the Awards. The risk-free interest rate for periadthin the contractual life of the Awards is bagedthe
U.S. Treasury yield curve in effect at the timehaf grant. The assumptions used to calculate e vd the option
awards granted in 2006 and the restricted stockdsagranted in 2005 are presented below.

Stock Options Restricted Stock Restricted Stock Units
Expected volatility 28.5% 27.&% 27.&%
Expected dividend — — —
Expected tern 6.0 year 1.35- 3.15 year 1.20- 3.14 year
Risk-free interest rat 5.18% 3.7% 3.76%
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12. ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

Accumulated other comprehensive income (loss) hebo consists of the following components:

Unrecognized Accumulated
Pension and Derivative Other
Postretirement Financial Comprehensive
Benefits Instrument Income (Loss)
(In thousands)

Balance at December 31, 2C $ (2,462) $ —  $ (2,467)
Other comprehensive incor 182 — 182
Balance at December 31, 2C (2,279 — (2,279
Minimum pension liability adjustmel 2,27¢ — 2,27¢
Impact of adoption of SFAS 1¢ (4,030 — (4,030
Other comprehensive incor — (1,075 (1,075
Balance at December 31, 2C $ (4,030 $ (1,079 $ (5,10%)

13. EMPLOYEE PENSION AND RETIREMENT BENEFIT PLANS

Pension and Postretirement Benefits Certain of our employees and retirees partieifmpension and other
postretirement benefit plans previously sponsogeBéan Foods. At the time of the Distribution, tidigations
related to such plans became the obligations acfHoese. The assets and liabilities related to teeHouse
employees have been separated from the Dean Foexsfit plans into newly established TreeHouse fitgplans
as described below. In addition, at the time ofabguisition of the soup and infant feeding bussrfesm Del
Monte, the obligation related to that plan becaheedbligation of TreeHouse. Employee benefit plaligations an
expenses included in our Consolidated Financiak8tants are determined based on plan assumptimpéoyee
demographic data, including years of service amdpamsation; benefits and claims paid; and employer
contributions.

Defined Contribution Plans— Certain of our non-union employees participatesiavings and profit sharing
plans sponsored by Dean Foods prior to the DidtahuThese plans generally provided for salaryuotidn
contributions to the plans on behalf of the papacits of between 1% and 20% of a participant’s ahnu
compensation and provided for employer matchingmnilt sharing contributions. Subsequent to thstiiliution,
TreeHouse established a new tax-qualified defiredribution plan to manage the portion of the asselated to
TreeHouse employees. For 2006, 2005 and 2004,dhg@ny made matching contributions to the plan of
$1.4 million $1.1, million and $1.3 million, respeely.

Multiemployer Pension and Certain Union Plars Prior to the Distribution, Dean Foods contritzlite
several multiemployer pension plans on behalf gblegees covered by collective bargaining agreements
Subsequent to the distribution, TreeHouse assuheedhligations to make the contributions to thetramiployer
pension plans. These plans are administered jdigtipmanagement and union representatives and sabstantiall
all full-time and certain part-time union employeeso are not covered by other plans. The Multiempgtdension
Plan Amendments Act of 1980 amended ERISA to dstabinding requirements and obligations for emplsy
participating in multiemployer plans, principalkglated to employer withdrawal from or terminatidrsach plans.
We could, under certain circumstances, be liableifdunded vested benefits or other expenses wiiyoi
administered union/management plans. At this timeehave not established any liabilities becauskdsétwal from
these plans is not probable. In 2006, 2005 and , 28@4contributions to these plans, which are egpdras incurret
were $1.7 million, $1.9 million and $1.4 milliorespectively.

Defined Pension Plans— Dean Foods managed pension plan assets in amtrasst for certain salaried and
non-union employees and union employees coveramlisctive bargaining agreements, but not
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participating in a multiemployer pension plan. Sadugent to the Distribution, TreeHouse establishedva tax-
qualified pension plan and master trust to manhgeortion of the pension plan assets relatedéeHouse eligibl
salaried and non-union employees and union empoyeecovered by a multi-employer pension plan.alge
retained investment consultants to assist our imvest Committee with the transition of plan assethe
TreeHouse master trust and to assist in formulatifang-term investment policy for the master tr@ir current
asset mix guidelines under the investment polioyetequities at 55% to 65% of the portfolio anafl income at
35% to 45%. At December 31, 2006, our master tmastinvested as follows: equity securities of 58%&d income
securities of 35%; and cash and cash equivaleri%ofThe measurement date for the defined pensaos jis
December 31.

The expected long-term rate-of-return-on-assdtased on projecting long-term market returns fentaarious
asset classes in which the plans assets are idyestgghted by the target asset allocations. Aatiramagement of
the plan assets may result in adjustments to 8terigal returns. The rate of return assumptiaevsewed annually

Pension benefits for eligible salaried and non-nfiiceeHouse employees were frozen in 2002 for ya&fars
creditable service. For these employees incremeetation benefits are only earned for changesrmpensation
effecting final average pay. Pension benefits ehtméon employees covered by collective bargaiiggeements,
but not participating in multiemployer pension [g#aare earned based on creditable years of sanit¢he
specified benefit amounts negotiated as part ottilective bargaining agreements. The companyisliftg policy
provides that annual contributions to the pensian mpaster trust will be at least equal to the minin amounts
required by ERISA. The company estimates thatd&/Zontributions to its pension plans will be $¢hilion.

Other Postretirement Benefits- Certain of our employees patrticipated in Deandsd benefit programs,
which provided certain health care and life insaeahenefits for retired employees and their elgitgépendents. At
the date of Distribution, TreeHouse assumed thudlitia for the benefits under these plans. The ptannfunded.
The company estimates that its 2007 contributioritstpostretirement benefit plan will be $0.1 oill. The
measurement date for the other postretirement hignafis is December 31.

Post Employment Medical Plan Curtailment Effective with the acquisition of the soup anéhint feeding
business from Del Monte Foods, Inc. on April 240@0the Company became responsible for the funalin
administration of postretirement medical benefitsdertain hourly employees at the Pittsburgh petida facility
and recorded a liability of $31.2 million. On Novker 17, 2006 the Company and the local union edtete an
agreement whereby all of the Local 325 union emgisywill be covered under the multiemployer postetent
medical benefits plan of UFCW Local Union 23 effeeton January 1, 2007. As such, the Company tearesf its
liability to the multiemployer plan and no longerrdes a liability for the accumulated benefit glalion of
employees covered under that plan. The Compangfmresibility for the accumulated benefit obligatmeased
effective December 31, 2006 resulting in a plariakment under Statement of Financial Accountingn8tards 132
“Employers’ Disclosures about Pensions and OthstrEBtrement Benefits.” The curtailment resulteéione-time
gain of $29.4 million, $18.0 million net of tax, wh is included in Other operating (income) expsnset on the
Consolidated Income Statement.

The company still maintains responsibility for eémtcurrent and retired union employees, and hawded a
liability of $2.0 million to cover their accumulatéenefit obligations.

On December 31, 2006, the Company adopted SFASErBBloyers’ Accounting for Defined Benefit Pension
and Other Postretirement Plans, an amendment oBFt&tements No. 87, 88, 106, and 132(R) (“SFAS)158
which changed the accounting rules for reportirgftnded status of retirement and other postre@rgrbenefit
plans. The plan’s funded status is required toelsegnized on the balance sheet with a corresporadiagtax
adjustment to Accumulated other comprehensive irc@ioss) in our Consolidated Financial Statements.
Retroactive application of this accounting rul@iishibited; therefore, 2006 is presented
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as required by SFAS 158 and 2005 is presentedqaged under the accounting rules prior to SFAS. T6&
adoption in 2006 had no effect on the computatiomed periodic benefit expense for pensions andretiement
benefits.

The incremental effect of applying SFAS No. 158rdividual line items on our consolidated balankeet as
of December 31, 2006 is as follows:

Before After
Application of Application of
SFAS No. 15! Adjustments SFAS No. 15¢

(In thousands)

Other asset $ 1,47 $ (147) $ =
Total asset 937,09 (1,472 935,62:
Other liabilities 11,97¢ 5,11¢ 17,09¢
Deferred income taxe 6,851 (2,55¢) 4,29:
Total liabilities 356,81t 2,55¢ 359,37«
Accumulated other comprehensive income (li (1,075 (4,030 (5,109
Total stockholdel' equity 580,27 (4,030 576,24¢
Total liabilities and stockhold’s equity $ 937,090 $ (147) $ 935,62
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The following table summarizes information about pension and postretirement benefit plans foryeaded

December 31, 2006 and 2005.

Change in benefit obligation
Benefit obligation at beginning of the ye
Adjustment for 4044 allocation(:
Service cos
Amendments
Settlement:

Interest cos

Actuarial (gains)losse
Acquisition
Curtailment

Benefits paic

Benefit obligation at end of ye

Change in plan assets
Fair value of plan assets at beginning of y
Adjustment for Section 4044 asset tran:
Actual return on plan asse
Company contribution
Benefits paic
Fair value of plan assets at year
Funded Status
Funded status of the pli

Unrecognized prior service cc
Unrecognized actuarial cc

Net amount recognize

Amounts recognized in the Consolidated Balance Shesonsist

of:

Intangible asse

Current liability

Non-current liability

Accumulated other comprehensive incc

Net amount recognize
Amounts recognized in Other Comprehensive Income osist
of:

Net actuarial los
Prior service cos

Total, before tax effec

Pension Benefits Postretirement Benefits
Year Ended December 31 Year Ended December 31
2006(2) 2005 2006 2005

(In thousands) (In thousands)

$ 26,61° $28,43¢ $ 2,52¢ $ 1,45¢
— (2,520) — —
1,27¢ 31¢€ 314 161
2,804 — — —
98 — — —
1,46¢ 1,44~ 214 12z
(1,692 1,03: 76 887
— — 31,18: —

— — (29,409 —
(2,239 (2,096) (75) (10€)
$ 28,33¢ $26,61 $ 4,821 $ 2,52¢
$ 10,75+ $ 15,75( $ — $ —
3,56 (5,46%) — —
1,397 262 — —
2,47¢ 2,30( 75 10€
(2,239 (2,096) (75) (10€)
$ 15,957 $10,75«+ $ — $ —
$(12,379  $(15,869 % (4,827)  $(2,529)
— 1,32¢ — —

— 7,07¢ — —
$(12,379) $ (7,450 % (4,827)  $(2,529)
$ — $ 1,32¢ $ — $ —
— — (111) —
(12,379 (12,529 (4,716 (2,529
— 3,74( — —
$(12,379) $ (7,459 % (4,827)  $(2,529)
$ 1,381 $ — $ 1,42¢ $ —
3,78: — — —

$ 5,164 $ —$ 142 $ —

(1) The adjustment for Section 4044 allocation represtre difference between the estimated assets and
liabilities to be transferred to the Company pendienefit plan resulting from the Distribution athe actual
assets and liabilities transferred pursuant tqtiarity categories of Section 4044 of the InterRalvenue

Code.

(2) The amounts recorded for 2006 include amounts eedjais part of the acquisition of the soup andhinfa

feeding busines:
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Pension Benefits
12/31/06 12/31/05
(In thousands)

Accumulated benefit obligation $24,64:  $23,27¢
Weighted average assumptions used to determine tpension benefit obligations
Discount rate 5.7% 5.5(%
Rate of compensation increat 4.0(% 4.0(%
The key actuarial assumptions used to determinbahihcare benefit obligations as of Decembef806 anc
2005 follows:
December 31
2006
Pre 65 Posl-65 2005
Healthcare inflation
Initial rate 9.0-10.(% 11.0-12.(% 10.(%
Ultimate rate 5.C% 5.0% 5.C%
Year ultimate rate achieve 2010- 2011 2012- 201  201cC
Discount rate 5.50-5.75%% 5.50-5.7%% 5.5%

The following table summarizes the net periodid @é®ur pension plans and postretirement planyéars
ended December 31, 2006, 2005 and 2004.

Pension Benefits Postretirement Benefits
Years Ended
Years Ended December 3 December 31
2006 2005 2004 2006 2005 2004
(In thousands) (In thousands)
Components of net periodic cost
Service cos $127¢ $ 31€ $ 36C $314 $161 $20:
Interest cos 1,46¢ 1,44t 1,711 214 12z 82
Expected return on plan as: (1,087 (783 (1,09 — — —
Amortization of unrecognized prior service ¢ 347 83 80 — — —
Amortization of unrecognized net lo 23 18C 13 93 80 35
FAS 88 settlement char 20z — 127 — — —
Net periodic pension co $2238 $1247 $1,19¢ $621 $364 $32C
Pension Benefits Postretirement Benefits
Years Ended December 31 Years Ended December 31
2006 2005 2004 2006 2005 2004
(In thousands) (In thousands)
Weighted average assumptions used to determin
the periodic benefit costs
Discount rate 5.50-5.7%% 5.7%% 6.5(% 5.50-6.1% 5.7%% 6.5(%
Rate of compensation increas 4.0(% 4.0% 4.0(% — — —
Expected return on plan ass 7.6(% 8.25% 8.5(% — — —
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The estimated amount that will be amortized frorwuatulated other comprehensive income into net pansi
cost in 2007 is as follows:

Pensior Postretirement

(In thousands)
Net actuarial los $ — 3 79
Prior service cos 467 —

Estimated future pension and postretirement bepafitnents from the plans are as follows:

Pension Postretirement
Benefit Benefit
(In thousands)

2007 $ 844 $ 11z
2008 $ 1,102 $ 13¢€
2009 $ 1,031 % 14C
2010 $162: $ 16t
2011 $1,640C 9 174
2012- 2016 $12,28¢  $ 1,08(

The effect of a 1% change in health care trendsnatauld have the following effects on the postestient
benefit plan:

December 31
2006 2005
(In thousands)

1% Increase

Benefit obligation, end of ye: $967 $49¢
Service cost plus interest cost for the 13C 77
1% Decrease

Benefit obligation, end of ye: $(785) $(41€)
Service cost plus interest cost for the (102 (62

Medicare Modernization Act— In May 2004, the FASB issued FASB Staff Positidm 106-2, Accounting
and Disclosure Requirements Related to the Medieezscription Drug, Improvement and Modernizatiant #f
2003 (FSP 106-2) in response to a new law regangliegcription drug benefits under Medicare as aglh federal
subsidy to sponsors of retiree healthcare benletitsp

Most of our employees are not eligible for postegtient medical benefits and of those that aremerity are
covered by a multi-employer plan in which expereespaid as incurred. The effect on those coveyquldns for
which we maintain a liability is not expected torhaterial.

14. FACILITY CLOSING AND REORGANIZATION COSTS

Facility Closing and Reorganization Costs- We recorded net facility closing and reorgan@atosts of
$2.6 million and $0.3 million during 2006 and 20@&spectively. Most of the expense recorded in 2@Ces to
current costs to maintain the facility until itssld. We recorded no closing or reorganizationsos2004.

The charges recorded in 2006 and 2005 relateasing the La Junta, Colorado pickle manufacturamglity
and distribution center. In addition to the closargl reorganization costs, we also recorded a fissdt impairment
charge of $9.6 million in 2005 to reduce the camgyvalue of the La Junta facilities to their netlizable value.
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The principal components of the plans include (@jkforce reductions as a result of facility closrand
facility reorganizations, (2) shutdown costs, intihg those costs that are necessary to clean apdug abandoned
facilities for closure, and (3) costs incurred affeutdown such as lease obligations or terminatasts, utilities an
property taxes after shutdown of the facility.

Activity with respect to these liabilities for 20@®d 2005 summarized below:

Accrued Accrued Accrued
Charges at Charges at Charges at
December 31 December 31 December 31
2004 Payment: Adjustments Accruals 2005 Payments Adjustments Accruals 2006
(In thousands)

Workforce reduction cos' $ — $ — 3 — $ 257% 257 $ (404 $ —$ 147 % —
Shutdown cost 1,537 (594) (76€) — 177 (67) — — 11C
Total $ 15313 (594$% (766)$ 257 $ 434 (47)$ —$ 147 % 11C

These charges were accounted for in accordanceSK&S No. 146, “Accounting for Costs Associatedhwit
Exit or Disposal Activities,” which became effeaifor us in January 2003. We expect to incur aolditi charges
related to these restructuring plans of approxilp&@.2 million in shut down and other costs. whale expected
be incurred in 2007. We expect the restructurirag for the facilities to be completed by Decemt@972 The valu
of assets held for sale related to La Junta wa&dlion and $1.6 million at December 31, 2006 &wtember 31,
2005 and consisted primarily of property and eqpmAssets held for sale are included in “Otheetss in the
Balance Sheet. During the third quarter of 2006swld a portion of the assets related to the 8istion center,
realizing a gain of $1.3 million.

15. OTHER OPERATING (INCOME) EXPENSE — NET

We incurred other operating (income) expense n&{18.8) million and $21.4 million in the years edd
December 31, 2006 and 2005, respectively. We didhcar like expenses in 2004. Other operatingdine)
expenses consisted of the following:

Year Ended
December 31
2006 2005

(In thousands)
Distribution related costs for legal, accountingl ather professional fer $ — $9,78¢
Facility closing costs and impairment charges egldb the La Junta, Colorado pl: 2,63: 9,897
Impairment of trademarks and other intangit 8,20( 4,66¢
Settlement of a high fructose corn syrup clasacintitrust litigatior — (1,189
Gain on the sale of our Cairo, Georgia faci — (1,26¢)
Gain on sale of a closed tank yard faci (47%)
Gain on curtailment of postretirement bene (29,409 —
Gain on sale of La Junta, Colorado distributiontee (1,266
Total other operating (income) expense, $(19,847) $21,42:
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16. SUPPLEMENTAL CASH FLOW INFORMATION

Year Ended December 31

2006 2005 2004

(In thousands)
Interest paic $11,27C  $1,14¢ $71C
Income taxes pai 17,53¢ 4,952 —

17. COMMITMENTS AND CONTINGENCIES

Leases— We lease certain property, plant and equipmeetiin our operations under both capital and
operating lease agreements. Such leases, whigriararily for machinery, equipment and vehiclesyédnéease
terms ranging from 1 to 20 years. Certain of theraping lease agreements require the payment dfaud rentals
for maintenance, along with additional rentals dase miles driven or units produced. Our maximurpasure
under those guarantees is not a material amount.dXpense, including additional rent, was $14.Baonj
$11.1 million and $10.0 million for the years end@gcember 31, 2006, 2005 and 2004, respectively.

The composition of capital leases which are redl@cts property, plant and equipment in our conatai
balance sheets are as follows:

December 31

2006 2005
(In thousands)

Machinery and equipme $6,77¢  $6,53(

Less accumulated amortizati (1,749 (1,35€)

$5,028 $5,17¢

Indemnification of Dean Foods— We have an agreement with Dean Foods under wirchave agreed to
assume all contingent and undisclosed liabilitetating to our businesses or operations of ountgsiseluding thos
incurred prior to the Distribution, and to indenynidbean Foods for liabilities, other than certaix fiabilities,
incurred by Dean Foods relating to the businesseperations of our assets. In addition, undetdkesharing
agreement, we will, with limited exceptions, beél@for all taxes attributable to our business Hratrequired to be
paid after the distribution. We have agreed to inniéy Dean Foods for claims arising under the @stion
agreement and the tax sharing agreement.

Purchase Obligations— We have entered into various contracts obliggatie to purchase minimum quantities
of raw materials used in our production processelsiding cucumbers and tank yard space.
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Future minimum payments at December 31, 2006, umolercancelable capital leases, operating leagks an
purchase obligations are summarized below:

Capital Operating Purchase
Leases Leases Obligations
(In thousands)
2007 $ 1,04¢ $10,287 $ 32,59¢
2008 98¢ 9,02¢ 6,782
2009 92¢ 7,21F 6,06¢
2010 904 6,417 971
2011 86% 5,47 971
Thereafte 7,89¢ 7,214 9,15¢
Total minimum payment $12,63( $45,63¢ $ 56,54¢
Less amount representing inter 6,231
Present value of capital lease obligati $ 6,39¢

Insurance — We participated in the Dean Foods insurancenarog through the date of the Distribution. We
have established our own insurance program asdDigtribution with retention of selected levelspobperty and
casualty risks, primarily related to employee Healire, workers compensation claims and other ttgdoases.
Many of these potential losses are covered underestional insurance programs with third party ieasrwith high
deductible limits. Effective with the Distributicon June 27, 2005 all current property and casladtyrance
programs are now administered directly for Treetédugthe carriers with support from an independenirance
consultant. Deductibles for casualty claims ramgenf$50,000 to $500,000 depending upon the tymowoérage.
We believe we have established adequate reserees¢o these claims. To minimize expense, Dean & ookl
remain involved administratively on the historieadrkers compensation run-out of claims, with Treast®
assuming financial responsibility.

Through calendar 2005 TreeHouse continued to fjatie in the Dean Foods Health and Welfare plans.
TreeHouse is responsible for the claims expensexaded with its employees and has secured ssspcloverage
with a $150,000 specific deductible and a 115% egate limit. We have engaged a major benefits dongdirm
to market our programs, and have converted to antially similar TreeHouse plans effective Janugrg006.

Litigation, Investigations and Audits— We are party, in the ordinary course of busiies=ertain other claims,
litigation, audits and investigations. We believe mave adequate reserves for any liability we mawriin
connection with any such currently pending or tterad matter. In our opinion, the settlement of sungh currently
pending or threatened matter is not expected te hawmaterial adverse impact on our financial pasijtiesults of
operations or cash flows.

18. FAIR VALUE OF FINANCIAL INSTRUMENTS

Cash and cash equivalents and accounts receivabfmancial assets with carrying values that agjpnate fail
value. Accounts payable and the Company’s variggikedebt (revolving credit facility) are financlabilities with
carrying values that approximate fair value. ADetember 31, 2006 the carrying value of the Comisafixed rate
senior notes was $100.0 million and fair value estimated to be $100.3 million.
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19. SEGMENT AND GEOGRAPHIC INFORMATION AND MAJOR CUSTOM ERS

We have designated our reportable segments baseaomanagement views our business and on diffesenc
in manufacturing processes between product caiegydiNe do not segregate assets between segmemtefaal
reporting. Therefore, certain asset-related infdimnahas not been presented. The accounting pslafithe
segments are the same as those described in NSterinary of Significant Accounting Policies.”

Our pickles segment sells a variety of pickle siglisauerkraut and pepper products under custamed$and
under our proprietary brands includiRgrman’s®, Nalley’s®, Peter Piper® andSteinfeld™ . Branded products ¢
sold to retailers and private label products ate soretailers, foodservice customers and in bal&ther food
processors. The pickles segment also includes phseafood, tartar, horseradish, chili, sweet and sauces and
syrups sold to retail grocers in the Eastern, Mghen and Southeastern United States. These peodrecsold
under theBennett's?, Hoffman Hous® andRoddenberry’® Northwoods® brand names.

Our non-dairy powdered creamer segment includesigriabel powdered creamer and our proprietary
Cremora® brand. The majority of our powdered products atd sader customer brands to retailers, distribusonr
in bulk to other food companies for use as ingnetdién their products. In addition to powdered eeftreamer, we
also sell shortening powders and other high-fatgeviormulas used in baking, beverage mixes, gsaunel sauces.

Our soup and infant feeding business segments®@tidensed and ready to serve soups, broths anie g s/
well as infant baby cereals, fruits, vegetableisgs, meats, dinners and desserts. We sell oussmgpgravies
under private labels primarily to supermarkets arads merchandisers. Infant feeding products acewsaler the
Nature's Goodnes® brand and offer a complete product line focusetherfour steps of a bats/development. Tt
infant feeding products are sold to customers atgry and foodservice channels.

Our aseptic products and other refrigerated praddetnot qualify as a reportable segment and atedad
under other food products. Aseptic products anmdligel using a process which allows storage falgrged period
without refrigeration. We manufacture aseptic ckessmices and puddings. Our cheese sauces and gaiddénsold
primarily under private labels to distributors. Qafrigerated products includdocha Mix®, a non-dairy liquid
creamerSecond Natur@, a liquid egg substitute, and salad dressingsiadlubdservice channels.

Prior to December 2004, we also manufactured astdlalited certain nutritional beverage products: Ou
historical financial statements have been restateeflect the operations related to the nutritidreverage business
as discontinued operations.
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We evaluate the performance of our segments basadjosted gross margin, which we define as graagim
less allocated freight out and commission expehlse.amounts in the following tables are obtainednifreports
used by our senior management team. There argnificant noneash items reported in segment profit or loss
than depreciation, amortization and impairmentradfémarks and other intangible assets.

Year Ended December 31
2006 2005 2004
(In thousands)

Net sales to external custome

Pickles $326,310 $320,14: $339,24¢
Non-dairy powdered cream 267,38! 263,76 240,64«
Soup and infant feedir 224,18¢ — —
Other 121,50¢ 123,81¢ 114,72¢
Total $939,39¢  $707,73: $694,61¢
Operating income from continuing operatio
Pickles $ 4287 $ 41,467 $ 48,28¢
Non-dairy powdered cream: 50,82: 41,05¢ 40,91:
Soup and infant feedir 30,37t —
Other 23,56 23,02¢ 26,06«
Segment adjusted gross mar 147,63: 105,55( 115,26
Other operating expens 63,27¢ 76,96 43,69¢
Operating incom: 84,354 28,58¢ 71,56¢
Other (income) expens
Interest expense, n 12,32( 1,21¢ 71C
Other (income) expense, r — (66) 11€
Total other (income) expen 12,32( 1,15( 82€
Consolidated income from continuing operations kefax $ 72,03 $ 27,43¢ $ 70,74:
Depreciation and amortizatio
Pickles $ 9,95¢ $ 10,51 $ 9,71
Non-dairy powdered cream: 5,27¢ 4,76¢ 4,09¢
Soup and infant feedir 7,112 — —
Other 2,30 1,66: 1,054
Total $ 24,65. $ 16,94. $ 14,86
Capital expenditure:
Pickles $ 6,107 $ 535¢ $ 13,697
Non-dairy powdered cream: 1,887 6,04¢ 5,94(
Soup and infant feedir 2,57: — —
Other 807 2,83¢ 2,35:%
Total $ 11,37¢ $ 14,24¢ $ 21,99(
Trademark impairmen
Pickles $ — $ 1928 $ —
Non-dairy powdered cream: — 2,60¢ —
Soup and infant feedir — — —
Other 8,20( 14C —
Total $ 820C $ 466¢ ¢ =
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Geographic Information— We had foreign sales of approximately 0.5%, 1% 1.0% of net sales for years
ended 2006, 2005 and 2004 respectively. We prignaxrport to Canada and South America.

Major Customers— In fiscal 2006, Wal-Mart Stores, Inc. accountedapproximately 16.1% of our
consolidated net sales. Each of our reporting satgrsells products to Wal-Mart. No other custoneeoanted for
more than 10% of our consolidated net sales.

20. RELATED PARTY TRANSACTIONS

Management Fee Paid to Dean Foods Prior to the Distribution, Dean Foods providesdwith certain
administrative services such as tax, treasury, Inumsources, risk management, legal, informatiohrtelogy,
internal audit, accounting and reporting in retimna management fee. The management fee was badastigeted
annual expenses for Dean Foods’ corporate hea@éysi@md allocated among Dean Foods’ segments. ilépan
Foods a management fee of $2.9 million and $11liomior years ended 2005 and 2004, respectivEfiere are n
management fees paid to Dean post-Distribution.

Receivable With Dean Foods- As of December 31, 2005 Dean Foods owed us appately $3.9 million in
accordance with the tax sharing agreement. Theseriare included in the receivables caption erbtdance
sheet.

Cash Management— Effective with the Distribution, we manage owrocash in conjunction with our
revolving credit facility. Prior to the Distributip we were part of Dean Foods’ cash managemergraystherein
Dean regularly “swept” our available cash and paedifunding for operating and investing activities.

Agreements— We have entered into a trademark license agnegme-pack agreement and transition services
agreement with Dean Foods. These agreements shavidno material impact on the operations of themany.

Sales to Dean Foods- Included in net sales are sales to Dean Foo#88.6fmillion for the year ended
December 31, 2004. Sales to Dean Foods were mifisamt for 2006 and 2005.
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21. QUARTERLY RESULTS OF OPERATIONS (unaudited)

The following is a summary of our unaudited qudyteesults of operations for 2006 and 2005.

Quarter
First Second Third Fourth
(In thousands except per share date

Fiscal 2006
Net sales $172,72:  $232,11¢ $251,68: $282,87(
Gross profit 40,39( 48,52 54,19( 57,47t
Income from continuing operations before income$4) 11,94¢ 10,78: 12,82: 36,48¢
Net income(2, 7,39¢ 6,594 8,25¢ 22,60¢
Net income per common sha

Basic .24 21 .2€ .72

Diluted .24 21 .2€ 71
Market Price

High 26.9¢ 27.8( 26.1( 33.2(

Low 18.47 23.0¢ 21.2i 23.2i
Fiscal 2005
Net sales $166,37! $185,00¢ $171,87. $184,47¢
Gross profit 37,84« 40,46¢ 34,27t 35,05:
Income (loss) from continuing operations beforeme taxes(3 18,00z 8,941 8,96¢ (8,477
Net income (loss)(4 11,04: 1,281 4,90( (5,64%)
Net income per common sha

Basic .36 .04 1€ (.19

Diluted .35 .04 1€ (.18)
Market Price

High — — 31.3¢ 27.1(C

Low — — 26.3¢ 17.8¢

(1) Fourth quarter includes $29.4 million income frdm turtailment of postretirement obligations and
$8.2 million expense for the impairment of a tradekn

(2) Includes income (loss), net of tax, from discongidwperations of $(7), $(6), $(10), and $178 infitrse,
second, third and fourth quarters, respectiv

(3) Fourth quarter expenses include $9.9 million fostig the La Junta, Colorado pickle plant, $4.8iomlfor
shari-based compensation expense and $4.7 million foimpairment of trademarks and other intangib

(4) Includes loss, net of tax, from discontinued operat of $339, $256, $53 and $41 in the first, secdimird anc
fourth quarters, respectivel
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Iltem 9. Changes in and Disagreements With Accountants orcéanting and Financial Disclosure

Not applicable.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Evaluations were carried out under the superviaimhwith the participation of the Company’s managetn
including our Chief Executive Officer and Chief Bircial Officer of the effectiveness of the desigd aperation of
our disclosure controls and procedures (as defm&ile 13a-15(e) under the Securities ExchangeoAt934).
Based upon those evaluations, the Chief Executffiegd and Chief Financial Officer concluded thatat
December 31, 2006, these disclosure controls amcedures were effective.

Management Report on Internal Control over Financid Reporting

Management of TreeHouse Foods, Inc. is responfiblestablishing and maintaining adequate intecoatrol
over financial reporting, as defined in Rule 13¢f}16f the Securities Exchange Act of 1934. Under supervision
and with the participation of management, includimg Chief Executive Officer and Chief FinanciafiGdr, we
conducted an evaluation of the effectiveness ofiternal controls over financial reporting basectloe criteria
established imnternal Control — Integrated Framewoissued by the Committee of Sponsoring Organizatidns
the Treadway Commission. We have excluded the aadpnfant feeding business from the assessmentavhal
control over financial reporting as of December 106 because it was acquired by the Company irréhpse
business combination during 2006. The soup andhiriéeding business total assets and net reverpessented
23.2% and 23.9%, respectively, of the related cliatested financial statement amounts as of andHeryear ended
December 31, 2006. All internal control systemspraiter how well designed, have inherent limitasiohherefore,
even those systems determined to be effective cande only reasonable assurance with respechméial
statement preparation and presentation.

The Company’s management assessed the effectivehggsCompany’s internal control over financial
reporting as of December 31, 2006. In making thieasment, it used the criteria set forth by the@ittee of
Sponsoring Organizations of the Treadway Commisg€dSO) ininternal Control — Integrated Framework
Based on our assessment we believe that, as ofiibere81, 2006, the Company'’s internal control direxncial
reporting is effective based on those criteria.

Changes in Internal Controls over Financial Reportng

There was no change in the Company’s internal obatrer financial reporting (as defined in Rule 413#{f) of
the Securities Exchange Act of 1934) identified¢@mnection with the evaluation required by Rule-18&) of the
Securities Exchange Act of 1934 that occurred duitie fourth quarter of the fiscal year coveredHiy report on
Form 10-K that has materially affected, or is rewdiy likely to materially affect, the Company’sémal control
over financial reporting.
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Report of Independent Registered Public Accountingrirm

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

We have audited management’s assessment, inclodbd accompanying Management Report on Internal
Control Over Financial Reporting, that TreeHoused=Inc. and subsidiaries (the “Companyidintained effectiv:
internal control over financial reporting as of Batber 31, 2006, based on criteria establishédt@mnal Control —
Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway Commission
(“COSO0"). As described in the Management Reportndernal Control Over Financial Reporting, managetne
excluded from its assessment the internal contret Gnancial reporting at the soup and infant fagdusiness,
which was acquired on April 24, 2006 and whoserfaial statements constitute 23.2% of total asS8&$% of net
assets, 23.9% of revenues, and 26.5% of net incditiee consolidated financial statement amountsf and for the
year ended December 31, 2006. Accordingly, ourtalidinot include the internal control over finaalaieporting a
the soup and infant feeding business. The Compangisagement is responsible for maintaining effediternal
control over financial reporting and for its assesst of the effectiveness of internal control ofileancial reporting
Our responsibility is to express an opinion on nge@maent’s assessment and an opinion on the effaetbgeof the
Company’s internal control over financial reportingsed on our audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting OversightriBoa
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether effective internal control over financieporting was maintained in all material respects. &udit included
obtaining an understanding of internal control duaincial reporting, evaluating management’s assest, testing
and evaluating the design and operating effectiseoné internal control, and performing such othreicpdures as v
considered necessary in the circumstances. Wevbeliat our audit provides a reasonable basisuoppinions.

A company’s internal control over financial repogiis a process designed by, or under the supenisi the
company'’s principal executive and principal finalafficers, or persons performing similar funcspand effected
by the company board of directors, management, and other peetomprovide reasonable assurance regardin
reliability of financial reporting and the prepacet of financial statements for external purposeadcordance with
generally accepted accounting principles. A compsimgernal control over financial reporting incleglthose
policies and procedures that (1) pertain to thenteaiance of records that, in reasonable detailirately and fairly
reflect the transactions and dispositions of treetesof the company; (2) provide reasonable asseiriduat
transactions are recorded as necessary to perpéagation of financial statements in accordanch generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordanc
with authorizations of management and directoithefcompany; and (3) provide reasonable assurageeding
prevention or timely detection of unauthorized asijon, use, or disposition of the company’s assleat could
have a material effect on the financial statements.

Because of the inherent limitations of internaltcohover financial reporting, including the possip of
collusion or improper management override of cdatnmaterial misstatements due to error or fraugl na be
prevented or detected on a timely basis. Alsogatans of any evaluation of the effectivenesdhefinternal contrc
over financial reporting to future periods are sabfo the risk that the controls may become inad&gbecause of
changes in conditions, or that the degree of campé with the policies or procedures may detemorat

In our opinion, management’s assessment that thep@oy maintained effective internal control oveaficial
reporting as of December 31, 2006, is fairly state@ll material respects, based on the critestaldished in
Internal Control— Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway
Commission. Also in our opinion, the Company madired, in all material respects, effective interoahtrol over
financial reporting as of December 31, 2006, basethe criteria established linternal
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Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatidriee Treadway
Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the accompanying ConsolidatedrieiahStatements and Financial Statement Schedud¢ and fo
the year ended December 31, 2006 of the Compangamiport dated February 26, 2007 expressed qualified
opinion and included an explanatory paragraph giggrthe Company’s adoption of Statement of Financi
Accounting Standards No. 158, “Employers’ Accougtiar Defined Benefit Pension and Other Postretaein
Plans.”

/sl Deloitte & Touche LLP

Chicago, lllinois
February 26, 2007
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Iltem 9B. Other Information
Not applicable.

PART IlI

Item 10. Directors and Executive Officers of the Registra

Information about our directors is in our 2007 Br&tatement under the heading “Management — Dirgcto
and Executive Officers” and is incorporated intis tteport by reference.

Information about compliance with the reportinguiggments of Section 16(a) of the Securities Exgleafict
of 1934, as amended, by our executive officersdirettors, persons who own more than ten perceatiotommol
stock, and their affiliates who are required to pbnwith such reporting requirements, is in our 2G0oxy
Statement under the heading “Security Ownershipestain Beneficial Owners and Management and Sedtida)
Beneficial Ownership Reporting Compliance.” Infotioa abut the Audit Committee Financial Expertrisour
2007 Proxy Statement under the heading “MeetingeeBoard of Directors and Committees/Role of Cattems,”
all of which is incorporated into this report byerence.

The information required by this item concerning executive officers is incorporated herein by refee to
our proxy statement (to be filed) for our April Z8)07 Annual Meeting of Stockholders.

We have adopted a Code of Business Conduct foermptoyees and directors. A copy of the code isgabsh
our website www.treehousefoods.com. If we amencatie, or grant any waivers under the code, tleaapplicabl
to our directors, chief executive officers, or atpersons subject to our securities trading polidyich we do not
anticipate doing, then we will promptly post thaiendment or waiver on our website.

Item 11. Executive Compensatio

Incorporated herein by reference to our proxy statg (to be filed) for our April 19, 2007 Annual ktéeng of
Stockholders.

Item 12. Security Ownership of Certain Beneficial Owners afbnagement and Related Stockholder Matt

Incorporated herein by reference to our proxy statg (to be filed) for our April 19, 2007 Annual ktéeng of
Stockholders.

Item 13. Certain Relationships and Related Transactions

Incorporated herein by reference to our proxy statg (to be filed) for our April 19, 2007 Annual ktéeng of
Stockholders.

Item 14. Principal Accountant Fees and Servict

Incorporated herein by reference to our proxy stat& (to be filed) for our April 19, 2007 Annual Btéing of
Stockholders.
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PART IV

Item 15. Exhibits and Financial Statement Schedul

Financial Statements

The following Consolidated Financial Statementsféed as part of this document under Item 8 or are
incorporated herein as indicated:

_Page

Report of Management Responsibilit 33
Report of Independent Registered Public AccourfEing 34
Consolidated Balance Sheets as of December 31,&00&00¢ 35
Consolidated Statements of Income for the years@dimcember 31, 2006, 2005 and 2 36
Consolidated Statements of Stockholders’ Equity Baknt’s Net Investment for the years ended

December 31, 2006, 2005 and 2( 37
Consolidated Statements of Cash Flows for the yeadled December 31, 2006, 2005 and = 38
Notes to Consolidated Financial Stateme 39
Schedule I— Valuation and Qualifying Accoun 75
Exhibits

See Index to Exhibit 76
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas
duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.

TreeHouse Foods, Inc.

By: /s/ Dennis F. Riorda

Dennis F. Riordan
Chief Financial Officer

February 26, 2007

Pursuant to the requirements of the Securities &xgh Act of 1934, this Report has been signed bbipothe
following persons on behalf of the registrant amthie capacities and on the dates indicated.

Name Title Date

/sl Sam K. Ree Chief Executive Officer & Director February 26, 20C

Sam K. Reel

/s!/ Dennis F. Riorda

Dennis F. Riordau

/sl Gregg L. Engle

Gregg L. Engle:

/sl George V. Bayl

George V. Bayly

/sl Gary D. Smitt

Gary D. Smitr

/s/ Michelle R. Obam

Michelle R. Obam:

/s/ Terdema L. Usse!

Terdema L. Usser

/s! Frank J. ¢ Connell

Frank J. C Connell

(Principal Executive Officer)

Chief Financial Officer

(Principal Financial Officer)

Director

Director

Director

Director

Director

Director
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SCHEDULE I

TREEEHOUSE FOODS, INC.

VALUATION AND QUALIFYING ACCOUNTS
Years Ended December 31, 2006, 2005 and 2004

Allowance for doubtful accounts deducted from acteueceivable:

Balance Charge Write- Off of

Beginning  (Credit) to Uncollectible Balance
Year of Year Income Accounts End of Year
(In thousands)
2004 $ 100 $ 81& $ 168t $ 13C
2005 13C 234 44 32C
2006 32C (44) 49 227
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INDEX TO EXHIBITS

Exhibit
No. Exhibit Description
2.1 Distribution Agreement, dated as of June 27, 20@8yeen Dean Foods Company and TreeHouse F
Inc. is incorporated by reference to Exhibit 2. btw Current Report oForm ¢-K dated June 28, 20(
2.2 Asset Purchase Agreement, dated as of March 1, 230énd between Del Monte Corporation and
TreeHouse Foods, Inc. is incorporated by referémé&echibit 2.1 to our Current Report on
Form ¢-K dated March 2, 200
3.1 Form of Restated Certificate of Incorporation oédiHouse Foods, Inc. is incorporated by reference to
Exhibit 3.1 to Amendment No. 1 to our Registrat®tatement on Form 10 filed with the Commission on
June 9, 200!
3.2 Form of Amended and Restated By-Laws of TreeHows§; Inc. is incorporated by reference to
Exhibit 3.2 to Amendment No. 1 to our Registratftatement on Form 10 filed with the Commission on
June 9, 200!
4.1 Form of TreeHouse Foods, Inc. Common Stock Ceatifigs incorporated by reference to Exhibit 4.1 to
Amendment No. 1 to our Registration Statement amF0 filed with the Commission on June 9, 2!
4.2  Stockholders Agreement, dated January 27, 200&nbyetween, TreeHouse Foods, Inc., Dean Foods
Company, Sam K. Reed, David B. Vermylen, E. NidliaCully, Thomas E. QNeill, and Harry J. Wals
is incorporated by reference to Exhibit 4.2 to Begistration Statement on Form 10 filed with the
Commission on May 13, 20(
4.3 Rights Agreement between TreeHouse Foods, IncTaedBank of New York, as rights agent is
incorporated by reference to Exhibit 4.1 to ourr€at Report oiForm ¢-K dated June 28, 20(
4.4 Form of Certificate of Designation of Series A arrfParticipating Preferred Stock (attached as drildit
to the Rights Agreement that is incorporated bgnexice to Exhibit 4.1 to our Current Report on
Form &K dated June 28, 200
4.5 Form of Rights Certificate (attached as an Exhibthe Rights Agreement that is incorporated by
reference to Exhibit 4.1 to our Current ReporiForm &K dated June 28, 200
10.1t Employment Agreement, dated January 27, 2005, bybatween TreeHouse Foods, Inc. and Sam K.
Reed is incorporated by reference to Exhibit 16.@ur Registration Statement on Form 10 filed viiid
Commission on May 13, 20(
10.2t Employment Agreement, dated January 27, 2005, bybatween TreeHouse Foods, Inc. and David B.
Vermylen is incorporated by reference to Exhibi2l® our Registration Statement on Form 10 fileth
the Commission on May 13, 20!
10.3t Employment Agreement, dated January 27, 2005, bybatween TreeHouse Foods, Inc. and E. Nichol
MccCaully is incorporated by reference to Exhibita@ our Registration Statement on Form 10 filethwi
the Commission on May 13, 20!
10.4t Employment Agreement, dated January 27, 2005, bybatween TreeHouse Foods, Inc. and Thomas E.
O’Neill is incorporated by reference to Exhibit 4@o our Registration Statement on Form 10 filethwi
the Commission on May 13, 20!
10.5t Employment Agreement, dated January 27, 2005, tybatween TreeHouse Foods, Inc. and Harry J.
Walsh is incorporated by reference to Exhibit 10.5ur Registration Statement on Form 10 filed wfitt
Commission on May 13, 20(
10.6 Form of Subscription Agreement is incorporated dfgrence to Exhibit 10.6 to our Registration
Statement on Form 10 filed with the Commission cayM3, 200¢
10.7 Form of 2005 Long-Term Stock Incentive Plan is mpowated by reference to Exhibit 10.7 to
Amendment No. 1 to our Registration Statement amFt0 filed with the Commission on June 9, 2!
10.8 Transition Services Agreement, dated as of Jun@@7J5, between Dean Foods Company and TreeHouse
Foods, Inc. is incorporated by reference to ExHibitl to our Current Report on Form 8dkted June 2¢
2005
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Exhibit
No.

10.9

1C.10

1011

1C.12

1C.13

1C.14t

1C.15¢t

1C.16

1C.17
1C.18

1C.19

211
231
241
311
312
321
32.2

Exhibit Description

Employee Matters Agreement, dated as of June 20/, 2etween Dean Foods Company and TreeHouse
Foods, Inc. is incorporated by reference to ExHiBi2 to our Current Report on Form 8dkted June 2
2005

Tax Sharing Agreement, dated as of June 27, 2@%den Dean Foods Company and TreeHouse
Foods, Inc. is incorporated by reference to ExHibiB to our Current Report on Form 8dkted June 2
2005

Trademark License Agreement between Dean Foods @wyrgnd TreeHouse Foods, Inc. is incorpor
by reference to Exhibit 10.4 to our Current ReporForm ¢-K dated June 28, 20(

Trademark License Agreement between TreeHouse Fbudsind Dean Foods Company, Dean
Intellectual Property Services Il, L.P. and Deae@&alty Intellectual Property Services, L.P. is
incorporated by reference to Exhibit 10.5 to ourr€at Report oiForm &K dated June 28, 20(
Co-Pack Agreement, dated as of June 17, 2005, bat®ean Foods Company and TreeHouse Foods,
Inc. is incorporated by reference to Exhibit 1@&®utr Current Report cForm &K dated June 28, 20(
Form of Memorandum of Amendment to Stockholdersegrent and Employment Agreements of Sam
K. Reed, David B. Vermylen, E. Nichol McCully, ThasiE. ONeill, and Harry J. Walsh is incorporat
by reference to Exhibit 10.14 to Amendment No. buo Registration Statement on Form 10 filed with
the Commission on June 9, 2C

TreeHouse Foods, Inc. Executive Deferred Compesrs&tian is incorporated by reference to

Exhibit 10.1 to our Current Report Form &K dated August 3, 20C

Credit Agreement dated as of June 27, 2005, betWesgHouse Foods, Inc. and a group of Lenders
Bank of America as Administrative Agent, Swing Linpender and L/C Issuer is incorporated by
reference to Exhibit 10.16 of oForm 1(-Q filed with the Commission on May 12, 20

Executive Severance Plan, dated as of April 2162@Mich became effective May 1, 2006 is
incorporated by reference to Exhibit 10.1 to ourr€at Report oiForm &K dated April 21, 2001
Amendment No. 1 dated as of August 31, 2006 tcteelit Agreement dated June 27, 2005 is
incorporated by reference to Exhibit 10.1 to ourr€nt Report oiForm &K dated August 31, 20(C

Note Purchase Agreement dated as of Septembef@8,i% and among TreeHouse Foods, Inc. a
group of Purchasers is incorporated by referenéextobit 4.1 to our Current Report on Form 8-K dhte
September 22, 20(

List of Subsidiarie:

Consent of Independent Registered Accounting Heloitte & Touche LLF

Powers of Attorney relating to the execution ostAnnual Report oForm 1(-K

Certificate of Chief Executive Officer Required Wmdsection 302 of the Sarba-Oxley Act of 200z
Certificate of Chief Financial Officer Required UWsrdSection 302 of the Sarba-Oxley Act of 200z
Certificate of Chief Executive Officer Required Wmdsection 906 of the Sarba-Oxley Act of 200z
Certificate of Chief Financial Officer Required UsrdSection 906 of the Sarba-Oxley Act of 200z

t Management contract or compensatory plan or arraage
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Exhibit 21.1

Subsidiaries of TreeHouse Foods, Inc.

Bay Valley Foods LLC, a Delaware limited liabilitpmpany
THF Partner, Inc., a Delaware corporation
THF Equities, LP, a Delaware limited partnership






Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by referemcRegistration Statement No. 333-126161 on Formo$I8eeHouse Foods, Inc. and
subsidiaries (the “Company”) of our report datethieary 26, 2007, relating to the Consolidated FonglrStatements and Financial Statement
Schedule of the Company, (which report expressesguoalified opinion and includes an explanatomageaph relating to the adoption of
Statement of Financial Accounting Standards No, 1G8ployers’ Accounting for Defined Benefit Pensiand Other Postretirement Plans,”
and Management's Report on the Effectiveness efal Control over Financial Reporting appearinthis Annual Report on Form 10{or
the year ended December 31, 2006.

/sl Deloitte & Touche LLP
February 26, 2007






Exhibit 24.1

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENT, that each unsigned Director of TreeHouse Foods, Inc., a Delawarporation, which is
about to file with the Securities and Exchange Cagsion under the provisions of the Securities ErgesAct of 1934 its Annual Report
Form 10-K for its fiscal year ended December 3D&Mereby constitutes and appoints Sam K. Reeain@h E. O’Neill and Dennis F.
Riordan, and each of them, his or her true andubattorneys-in-fact and agents, with full poweiatd without the other, to sign such Annual
Report and to file such Annual Report and the dihtbereto and any and all other documents andhdments in connection therewith with
the Securities and Exchange Commission and angnatéxchange or self regulatory agency and tondioperform any and all acts and
things requisite and necessary to be done in coioneeith the foregoing as fully as he or she mightould do in person hereby ratifying
confirming all that said attorneys-in-fact and agenor either of them, may lawfully do or causd&done by virtue hereof.

February 15, 2007
/s/ George V. Bayly

George V. Bayly
Director

/sl Gregg L. Engles
Gregg L. Engles
Director

/s/ Michelle R. Obama
Michelle R. Obama
Director

/s/ Frank J. ¢ Connell
Frank J. C Connell
Director

/s/ Gary D. Smith
Gary D. Smith
Director

/s| Terdema L. Ussery, Il
Terdema L. Ussery, |
Director







Exhibit 31.1

Certification Pursuant to Section 302 of the Sarbaes-Oxley Act of 2002
I, Sam K. Reed, certify that:
1. I have reviewed this annual report on Forr-K of TreeHouse Foods, Inc

2. Based on my knowledge, this annual repogsdmt contain any untrue statement of a matex@ldr omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by the ref

3. Based on my knowledge the financial stateémemd other financial information included in trenual report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in
this annual repor

4.  The registrant’s other certifying officerdahare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15{@))%&nd internal control over financial reporti@@s defined in Exchange Act
Rules 13-15(f) and 1-d-15(f) for the registrant, and hay

a. designed such disclosure controls and proesdor 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
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. designed such internal control over finan@porting or caused such internal control oveaficial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c.  evaluated the effectiveness of the regisgalisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contintbprocedures as of the end of the period coumyelis report based on such
evaluations; an

d. disclosed in this report any change in gggstrant’s internal control over financial repodithat occurred during the registrant’
fourth fiscal quarter that has materially affectedis reasonably likely to materially affect, ttegistrant’s internal control over
financial reporting

5.  The registrant’s other certifying officerdahhave disclosed, based on our most recent eti@tuaf internal control over financial
reporting, to the registre’s auditors and the audit committee of regis’s board of directors

a. all significant deficiencies and materiakakmesses in the design or operation of internairabaver financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

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

/s/ Sam K. Reed
Sam K. Reec
Chairman of the Board and Chief Executive Offi

February 26, 2007






Exhibit 31.

Certification Pursuant to Section 302 of the Sarbaes-Oxley Act of 2002
[, Dennis F. Riordan, certify that:
1. | have reviewed this annual report on Forr-K of TreeHouse Foods, Inc

2. Based on my knowledge, this annual repagsdmt contain any untrue statement of a matex@ldr omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by the ref

3. Based on my knowledge the financial stateémemd other financial information included in trenual report, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrangfaand for, the periods presented in
this annual repor

4.  The registrant’s other certifying officerdahare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15{@))%&nd internal control over financial reporti@@s defined in Exchange Act
Rules 13-15(f) and 1-d-15(f) for the registrant and hav

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

b. designed such internal control over finan@porting or caused such internal control oveaficial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princij

c.  evaluated the effectiveness of the regisgalisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contints procedures as of the end of the period couwyélis report based on such
evaluations; an

d. disclosed in this report any change in #ggstrant’s internal control over financial repogithat occurred during the registrant’
fourth fiscal quarter that has materially affectedis reasonably likely to materially affect, ttegistrant’s internal control over
financial reporting

5.  The registrant’s other certifying officerdahhave disclosed, based on our most recent eti@uaf internal control over financial
reporting, to the registrée’s auditors and the audit committee of regis’s board of director

a. all significant deficiencies and materiakakmesses in the design or operation of internairabaver financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

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

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

February 26, 2007






EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002

In connection with the Form 10-K of TreeHouse Fqdds. (the “Company”) for the year ended Decenfr2006, as filed with the
Securities and Exchange Commission on the dateh@he “Report”),l, Sam K. Reed, Chairman of the Board and Chiefchttee Officer o
the Company, certify, pursuant to 18 U.S.C. Secti®®0, as adopted pursuant to Section 906 of theaBas-Oxley Act of 2002, that the
Report fully complies with the requirements of $@ttl3(a) or Section 15(d) of the Securities ExgeAct of 1934, as amended, and the
information contained in the Report fairly presentall material respects, the financial conditaord results of operations of the Company.

/sl Sam K. Ree
Sam K. Reec
Chairman of the Board and Chief Executive Offi

Note: This certification accompanies the Reporspant to Section 906 of the Sarbe-Oxley 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 eft®n 18 of the Securities Exchange Ac
1934, as amended.

February 26, 2007






EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002

In connection with the Form 10-K of TreeHouse Fqdds. (the “Company”) for the year ended Decenfr2006, as filed with the
Securities and Exchange Commission on the dateh@he “Report”), I, Dennis F. Riordan, Senior ¥iPresident and Chief Financial
Officer of the Company, certify, pursuant to 18 ICSSection 1350, as adopted pursuant to Secti6robthe Sarbanes-Oxley Act of 2002,
that the Report fully complies with the requirengeot Section 13(a) or Section 15(d) of the Seasixchange Act of 1934, as amended,
the information contained in the Report fairly mets in all material respects, the financial candiand results of operations of the Comp:

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

Note: This certification accompanies the Reporspant to Section 906 of the Sarbe-Oxley 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 eft®n 18 of the Securities Exchange Ac
1934, as amended.

February 26, 2007



