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O  Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
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This Current Report on Form 8-K/A amends and supplas the Current Report on Form 8-K of TreeHousad, Inc., filed with the
Securities and Exchange Commission on Octoberd®; 2he “Form 8-K”), which reported under Iltem 2ie acquisition of all of the
operating assets of E.D. Smith Income Fund (thent#y including all of the outstanding equity ingsts in E.D. Smith & Sons, GP, Ltd.,
E.D. Smith & Sons, LP and E.D. Smith & Sons, Lirdifgursuant to a purchase and sale agreement vidthSith Operating Trust, E.D.
Smith Limited Partnership and the Fund dated J4n@@07. This amendment is filed to provide thaficial statements and the pro forma
financial information required by Item 9.01, andass set forth below, all previous Items of therr@-K are unchanged.

ITEM 2.01 Completion of Acquisition or Disposition of Assets

On October 15, 2007 TreeHouse Foods, Inc., a Detaw@poration (“TreeHouse”), announced that ituiegl all of the operating assets of
the E.D. Smith Income Fund (“ED Smith”), and rethli@bilities.

TreeHouse paid an aggregate cash purchase praggpofximately $340 million for ED Smith, at Octoliéy, 2007, based on the exchange
rate of $1.01963 U.S. Dollars for each Canadiatadak October 10, 2007 (the date TreeHouse puech@sanadian dollars to complete the
purchase), including the payment of existing deiot tsansaction expenses. The transaction was ftatirough borrowings under
TreeHouse’s existing $600 million credit facility.

E.D. Smith’s assets include manufacturing fac#itie Northeast, Pennsylvania, Seaforth, Ontaricydiva, Ontario and manufacturing assets
located at a facility in Cambridge, Ontario, whistturrently leased on a short term basis.

ITEM 9.01 Financial Statements and Exhibits

(a) Financial statements of businesses acqu
The following financial statements of ED Smith aeing filed with this report as Exhibit 99.

. Audited consolidated financial statements forfteeal year ended December 31, 2006 and for theghdune 3, 2005 to
December 31, 200!

. Unaudited consolidated financial statements forthinee and s-month interim periods ended June 30, 2007 and 30n200€
(b) Pro forma financial informatior
The following pro forma financial information is ibg filed with this report as Exhibit 99.
. Unaudited Pro Forma Condensed Combined Balance 8@ June 30, 200

. Unaudited Pro Forma Condensed Combined StaternEhtsome for the twelve months ended DecembefB@6 and for the six
months ended June 30, 20!

. Notes to unaudited pro forma Condensed Combinethfiial statemen
(c) Exhibits




Exhibit Description
23.1 Consent of Ernst & Young LLP, Independent Audit

99.1 Press Release, dated October 15, 2007, announgrgasing of the transactions contemplated bydbetin Purchase and
Sale Agreement, dated June 24, 2007, between Eibh ®perating Trust, E.D. Smith Limited Partnepstt.D. Smith
Income Fund, 0795167 B.C. Ltd., and TreeHouse Fdads(previously filed as part of this Currentf®et on Form 8-K
filed on October 15, 2007

99.2 Financial Statements listed in Item 9.0 1

» E.D. Smith Income Fund Consolidated Financiat&hents for the fiscal year ended December 316 266 for the
period June 3, 2005 to December 31, 2

« E.D. Smith Income Fund Consolidated Financiat&nhents for the three and six-month interim perieided June 30,
2007 and June 30, 20!

99.2 Pro Forma Financial Information listed in Item ql@)j
» Unaudited Pro Forma Condensed Combined Balance 8a&d June 30, 20(
» Unaudited Pro Forma Condensed Combined Incomers¢atefor the year ended December 31, 2

e Unaudited Pro Forma Condensed Combined Incomersatefor the si-month period ended June 30, 2(

SIGNATURES

Pursuant to the requirements of the S@esiExchange Act of 1934, the registrant has dalysed this report on Form 8-K/A to be
signed on its behalf by the undersigned, thereduatyp authorized.

TreeHouse Foods, Inc

By: /s/ Dennis F. Riordan
Name: Dennis F. Riordar
Senior Vice President and Chief Financial Officer
authorized to sign on behalf of the registr:

Date: December 21, 2007
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Exhibit 23.1

Consent of Independent Auditors

We consent to the incorporation by reference inRbgistration Statement (Form S-8 No. 333-1261&tfgning to the 2005 Long-Term
Stock Incentive Plan of TreeHouse Foods, Inc. ofreport dated March 2, 2007 (except as to notevh&h is dated December 21, 2007),
with respect to the consolidated balance shedisf Smith Income Fund as at December 31, 2002808 and the consolidated statements
of earnings and deficit and cash flows for the ymated December 31, 2006 and for the period JuBed® to December 31, 2005 included in
the Current Report on Form 8-K/A of TreeHouse Fodus dated December 21, 2007.

Toronto, Canad /sl Ernst & Young, LLF
December 21, 200 Chartered Accountan
Licensed Public Accountan






EXHIBIT 99.2
E.D. SMITH INCOME FUND
Consolidated Financial Statements
December 31, 2006 and December 31, 2005
(With Report of Independent Auditors Thereon)




Report of Independent Auditors

To the Board of Directors of
TreeHouse Foods, Inc.

We have audited the consolidated balance she&$ofSmith Income Fund as at December 31, 20062808, and the consolidated
statements of earnings and deficit and cash flev#he year ended December 31, 2006 and for thedbBom June 3, 2005 to December 31,
2005. These financial statements are the respdihsitfi the Fund’s management. Our responsibilgyd express an opinion on these
consolidated financial statements based on outsaudi

We conducted our audits in accordance with Canagiaerally accepted auditing standards and witltiagdstandards generally accepted in
the United States of America. Those standards redlat we plan and perform the audit to obtaiseeable assurance about whether the
financial statements are free of material misstatam/Ve were not engaged to perform an audit ofFthad’s internal control over financial
reporting. Our audits included consideration oéintl control over financial reporting as a basisdesigning audit procedures that are
appropriate in the circumstances, but not for tigpse of expressing an opinion on the effectiveiméshe Fund’s internal control over
financial reporting. Accordingly, we express nolsopinion. An audit also includes examining, oest basis, evidence supporting the
amounts and disclosures in the financial statemasgessing the accounting principles used andfisamt estimates made by management,
and evaluating the overall financial statementgmégtion. We believe that our audits provide ageable basis for our opinion.

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the financial position of the Fund
at December 31, 2006 and 2005, and the results operations and its cash flows for the year emsrember 31, 2006 and the period from
June 3, 2005 to December 31, 2005, in accordanteGeinadian generally accepted accounting pringiplal with accounting principles
generally accepted in the United States of America.

Toronto, Canad /sl Ernst & Young, LLF
March 2, 2007 Chartered Accountan
[except for note 22, which Licensed Public Accountan

as of December 21, 200°
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(stated in thousands of dollays

E. D. SMITH INCOME FUND
CONSOLIDATED BALANCE SHEETS

As at As at
December 31, 20( December 31, 20(
$ $
ASSETS
Current assets
Cash and cash equivalel 1,33¢ 2,06¢
Accounts receivabl— trade(note 17) 23,71¢ 17,44(
Inventories(note 4) 42,87: 24,57:
Prepaid expenst 1,13: 65C
Income taxes recoverak 33¢ 2,43
Future income taxe 97€ 53¢
Total current assets 70,37: 47,70(
Capital assets, n(note 5) 50,75¢ 34,91t
Deferred costs, n(note 6) 954 49€
Intangible assei(note 7) 96,68: 48,43%
Goodwill (notes 1 and 3 85,87¢ 58,80¢
304,63t 190,35:
LIABILITIES AND UNITHOLDERS ' EQUITY
Current liabilities
Accounts payable and accrued liabilit 22,29: 17,86:
Purchase price payak(note 3) 18,49« —
Distributions payable to unitholde(note 11) 1,07z 1,17¢
Distributions payable to exchangeable LP unith@(note 11) 11F 37
Total current liabilities 41,97¢ 19,077
Bank credit facility(note 8) 75,46¢ 36,713
Future income taxe 11,07¢ 16,20
Total liabilities 128,52( 72,00:
Non-controlling interest (notes 9 and 1C 17,10: 3,851
Commitments and contingency(note 18)
Unitholders’ equity
Trust units issue(note 9) 178,58( 121,04°
Deficit (16,999 (4,179
Cumulative translation adjustme(note 14) (2,572 (2,379
Total unitholders’ equity 159,01! 114,50:
304,63t 190,35:

On behalf of the Boarc

y 78

o4 ——

R. J. Nobe:

(LA Iy
/

Jack H. Scot

See accompanying notes to consolidated financédstents
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E. D. SMITH INCOME FUND

CONSOLIDATED STATEMENT OF EARNINGS AND DEFICIT

(stated in thousands of dollars except per unit anid amounts)

Year ende( June 3 tc
December 31 December 31
2006 2005
$ $
Revenue 245,35: 109,64.
Direct margin 47,15: 17,80¢
Selling, general and administrative cc 24,44 9,611
Restructuring cosi(note 12) 3,991 —
Earnings before interest, income taxes, amortizatig non- controlling interest, and dilution gain 18,71¢ 8,19¢
Amortization of capital assets, intangibles ancedefd cost: 14,86( 5,12(
Interest 4,28: 1,23
Earnings (loss) before income taxes, n-controlling interest, and dilution gain (429 1,841
Income tax provision (note 19)
Current 328 (2,179
Future (3,442) (55)
(3,119 (2,237
Earnings before non-controlling interest, and diluton gain 2,69( 4,07¢
Non-controlling interest (note 10) 167 15C
Dilution gain (note 10) 2,78¢ —
Net earnings for the period 5,30¢ 3,92¢
Deficit, beginning of period (4,177 —
Distributions declared to unitholde(note 11) 18,12¢ 8,097
Deficit, end of period (16,999 (4,179
Earnings per unit — basic $ 0.3C $ 0.2¢
Earnings per unit — diluted $ 026 % 0.2¢
Weighted average number of units outstanding — basi 17,973,56 13,342,48
Weighted average number of units outstandin— diluted 19,439,38 13,973,56!

See accompanying notes to consolidated financié¢stents
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E. D. SMITH INCOME FUND

CONSOLIDATED STATEMENT OF CASH FLOWS

(stated in thousands of dollars)

Year Endec June 3 tc
December 3: December 3:
2006 2005
$
OPERATING ACTIVITIES
Net earnings for the peric 5,30¢ 3,92¢
Add (deduct) items not involving ca
Non-controlling interes 167 15C
Dilution gain(note 10) (2,78¢€) —
Amortization 14,86( 5,12(
Exchange gain on settlement of d (62€) —
Future income taxe (3,442 (55
13,48: 9,13¢
Net change in nc-cash operating working capital balan(note 15) (1,53)) (3,709
Cash provided by operating activities 11,95 5,43¢
INVESTING ACTIVITIES
Business acquisitions and acquisition ci(notes 1and 3 (81,649 (69,429
Purchase of capital assi (3,959 (2,199
Increase in deferred cos (1,379 (406
Cash used in investing activitie: (86,987 (72,029
FINANCING ACTIVITIES
Issuance of trust uni(notes 1 and 8 60,00( 110,50(
Issuance of ov-allotment units(notes 1, 9 and 1( — 16,57¢
Expenses related to issuance of trust and exchhlegeR units (4,595 (11,629
Redemption of units from previous unithold(notes 1, 9 and 1( — (15,579
Increase in bank credit facili 38,79¢ 32,73¢
Payments to previous sharehol — (4,000
Payments on bank term lo — (52,737
Distributions to unitholder (18,235 (6,919
Distributions to exchangeable LP unithold (1,362 (29¢)
Cash provided by financing activities 74,60¢ 68,66
Effect of exchange rate changes on cash and casyadnts (30§ (6)
Net increase (decrease) in cash and cash equivakduring the period (732) 2,06¢
Cash and cash equivalents, beginning of pe 2,06¢ —
Cash and cash equivalents, end of peric 1,33¢ 2,06¢
Supplemental cash flow information
Interest paic 4,89¢ 1,10t
Income taxes pai 42 60

See accompanying notes to consolidated financié¢stents
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1. Formation of the Fund and the Acquisition

E. D. Smith Income Fund (the “Fund”) is an open-endietited purpose trust established under the laftk@®Province of Ontario by a
Declaration of Trust dated April 29, 2005. The Fuvas created to acquire and hold, indirectly thfroEgD. Smith Operating Trust (the
“Trust”), limited partnership units of E.D. Smithrhited Partnership (the “Partnership”), which, umrt, has been formed to acquire all of
the outstanding securities of EDS Holdings Incgéther with its subsidiaries, the “EDS Holdings.ThcThe Fund remained inactive until
June 3, 2005 when the Fund completed an initialipoiifering of 11,050,000 trust units of the Fuftlde “Units”) at a price of $10 per
unit, realizing gross proceeds of $110,500. Thé abssuing units was $10,628 resulting in netogeds of $99,87:

The Partnership purchased 87.85% of the shareB8fHoldings Inc. for consideration totaling $81,6Tfe consideration consisted of
$69,423 in cash payment for purchase notes hefdrbyer shareholders, $3,837 for employee Units ¢fieleferred compensation of
$2,703), and $8,417 for the Units issued to foratereholders

In addition, the Partnership issued 1,698,187 Exghable LP Units in exchange for the remaining 3% bf the outstanding shares of
EDS Holdings Inc. and are reflected in non-conimglinterest. Unit issuance costs of $723 (net fuitare income tax recovery of $517)
were incurred on the initial issuance of the Exdeaile LP Units

Unit issuance costs of $5,355 (net of a future inedax recovery of $4,055) were incurred on thiéahissuance of the Fund Units. Unit
issuance costs of $580 (net of a future incomeedeaavery of $416) were incurred for the over-alletroption. All issuance costs have
been funded by the cash consideration received. ddquisition has been accounted for using thehpisee method. The consideration paid
has been allocated to the assets acquired bageeiofair values and the excess of the purchase prver the value of the net identifiable
assets acquired has been recorded as goodwill.ivkchjmtangible assets, other than goodwill anddreames, are subject to amortization.
The allocation of the purchase price is beforerdfilemption of the Exchangeable LP Units and umitseal by the former shareholders
described below. There is no effect to the valuthefassets acquired and liabilities assumed ostépeacquisition. The allocation of the
purchase price is as follow

Account receivabls $ 18,74«
Inventories 29,10°
Prepaids 837
Income taxes recoverak 387
Capital asset 36,09
Deferred cost 18¢
Future income taxe 1,902
Intangibles 50,97¢
Goodwill 59,14:
Bank indebtednes (6,249
Accounts payable and accrued liabilit (25,399
Bank credit facility (50,507)
Promissory not (4,000
Future income taxe (18,25¢6)
Net asset 92,97
Non-controlling interes 11,30(
$ 81,671
Consideration
Cash $ 69,42:
Employee units (net of deferred compensat 3,83
Former shareholder uni 8,41
$ 81,671
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On June 14, 2005 the underwriters exercised their-allotment option, resulting in the issuancelhsy Fund of an additional 1,657,500
units at a price of $10 per unit for gross proce&ds16,575. The cost of issuing the Units was $@3filting in net proceeds of $15,579.
The net proceeds were used by the Fund to indjresplurchase 1,108,505 Exchangeable LP Units a@(®S8 units of the Fund
previously issued to former shareholders. Uporrgpeirchase of Exchangeable LP Units and formemesiotddler units, the unitholders
ownership percentage in the Fund increased fro®58% to 95.78%, resulting in a reduction of minoiitierest from the issuance of the
additional units

On March 2, 2006 the Fund formed E. D. Smith & Safs(the “LP”). On June 5, 2006, the LP indireclyquired substantially all the
operating assets and certain liabilities of Sebf@teamery Inc. (the “Seaforth”) for total consatéwn of $113.8 million including
acquisition costs

2. Summary of significant accounting policies

The consolidated financial statements of the Funetbeen prepared by management in accordanc€asitadian generally accepted
accounting principles and within the frameworklod significant accounting policies summarized bel

Principles of consolidation

These consolidated financial statements includetiseunts of the Fund, the Trust, the PartnershdlP, E. D. Smith and Sons, Limited,
and its wholly owned subsidiaries, E. D. Smith,.laied E. D. Smith USA Inc

Revenue recognition

Effective January 1, 2006, the Fund adopted theam@unting standard which applies to fiscal yéaginning on or after January 1,
2006. The Fund has reviewed its policy on revergegnition, and determined that is should reclasssfa deduction from net sales,
customer sales incentives related to certain repptemotion funds and product listing fees. Presip these costs had been included in
direct margin. The prior year's comparative figunese been restated to reflect this change inifilzestton. This change results in a
reclassification of sales on the consolidated statdé of earnings and deficit but does not resuét @hange in direct margin or net earnir

Year ended 200¢ Period June 3 to December 31, 20(
Sales prior to Balance as Sales prior to Balance as
adjustment adjustment reported adjustment adjustment reported
Revenue 255,17" (9,824  245,35: 113,64 (3,999 109,64

The Fund recognizes revenue from the sale of matured goods when all of the following criteria Baseen met: a valid customer
order with a fixed price has been received; thelpcohas been shipped and title has transferrtdtbtoustomer; there is no further
obligation to assist in the resale of the prodant collectibility is reasonably assured. Revemgadst of sales are recognized as such
when the Fund is acting as principal and is sultgestgnificant risks and rewards of the busin€mnmissions, when the Fund is act
as an agent, are included in revenues when thiededale is effected.

Cash and cash equivalents
Cash and cash equivalents consists solely of cash.
Inventories

Inventories are stated at the lower of cost, agpdie a first-in, first-out basis, and market valMiarket value for raw materials,
packaging materials and work-in-process is defemedeplacement cost and for finished goods aseaéizable value.
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Capital assets

Capital assets are carried at cost less accumudatedtization. Amortization is provided over théimsited useful lives of the assets on the
following basis:

Method Rate
Buildings Straight- line 20- 50 year
Building improvement: Straight- line 10- 25 year
Machinery and equipme Straight- line 5- 25 years
Computer softwar Straight- line 3-10 years

Computer hardware is also leased under operatasgewith three-year terms.

The Fund evaluates the recoverability of its loiwvgd assets and, when the carrying value of aqaati asset is deemed to exceed its
recoverable value, such assets are written dowheiofair value and a corresponding charge toiagmis recorded. Repairs and maintenance
are charged to operations as incurred.

Deferred financing costs
The costs of obtaining long-term debt are defeamd amortized on a straight-line basis over tha t&rthe debt to which those costs relate.
Deferred warehouse lease costs

Deferred warehouse lease costs resulted on thés#amuof EDS Holdings Inc. in 2005 with respesta seven-year warehouse lease that
included an eighteen-month rent-free period, apdegent the fair market value of the lease at adépn. The warehouse lease costs have
been amortized on a straight-line basis over thbteen-month rent free period, since it was deteemhihat the rental payments to be made in
the subsequent sixty-six months represented meatest at acquisition.

Deferred software maintenance fees

Deferred software maintenance fees consist of paydeing 2006 for a three year renewal for sofavaaintenance support for computer
software installed during 2003 that supports stescasting and production scheduling. The defesdtivare maintenance fees are being
amortized on a straight-line basis over the threaryperiod.

Gooduwill and intangible assets

The Fund evaluates its goodwill annually to detasypotential impairment. In addition to the anricgdairment test, the Fund will perform
an impairment test if an event occurs or circumstarchange that would more likely than not redbedair value of a reporting unit below
carrying amount. Testing for impairment is accosipdid by determining whether the fair value of #y@orting unit based on discounted cash
flows, exceeds the net carrying amount of the rippunit at the assessment date. If the fair vadugreater than the carrying amount, no
impairment is necessary. In the event that they/tayramount exceeds the fair value, a second tast be performed whereby the fair valu
the goodwill must be estimated to determine i§iteiss than its carrying value. Fair value of gotidsvestimated in the same manner as
goodwill is determined in an acquisition, thattie excess of the fair value of the Fund over #irevialue of the identifiable net assets and
liabilities of the Fund.

The Fund’s intangible assets consist of tradendaradeimarks, customer lists, recipes and supplyeageats. Trade names/trademarks are not
amortized and are subject to an annual impairngsttar more frequently if events or changes inucitstance indicate that the asset may be
impaired. Any excess of the carrying value over ¥aiue will be charged to income in the perioavimich the impairment is determined.
Customer lists are amortized on a straight-linesbager ten years and the recipes are amortizeddstraight-line basis over six to nine years.
Supply agreements are amortized on a straightslsés over four years.
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The Fund reviews the carrying value of its indéédife intangible assets annually, or more fredlyahevents or changes in circumstances
indicate that the assets might be impaired. Thdetrames / trademarks will be written down if theydag amount of the assets exceeds their
fair value. The customer list, recipes and suppgheament are tested for recoverability wheneventsver changes in circumstances indicate
that their carrying amounts may not be recoverableen the carrying values of the customer listipes or supply agreement are less than
their net recoverable value as determined on aiscoanted basis, an impairment loss is recognia¢de extent that fair values, measured as
the discounted cash flows over the life of the sathen quoted market prices are not readily ablai)aare below the assets’ carrying values.

Future income taxes

Under the terms of the Income Tax Act (Canada)Filned will not be subject to income taxes to thieeithat its taxable income and taxable
capital gains are paid or payable to its unithadéiccordingly, no provision for current incomeg¢aXor the Fund has been made. In addition,
the Fund is contractually committed to distribugets unitholders all, or virtually all of its talike income and taxable capital gains that would
otherwise be taxable to it, and the Fund intendtdinue not to be subject to income taxes. Inctam@bligations relating to distributions of
the Fund are the obligations of the unitholders.

The incorporated entities, E. D. Smith & Sons, ltedi E. D. Smith, Inc., and E. D. Smith USA Ine@ aubject to corporate income taxes as
computed under the Income Tax Act and the CICA Hao#t section 3465.

The Fund’s subsidiary companies record income tasie® the liability method. Under this methodufietincome taxes are recognized based
on the expected future tax consequences of diffeebetween the carrying amount of assets anfitiebiand their corresponding tax bases,
using substantively enacted income tax rates ®p#riods in which the differences are expectadverse. Future tax assets, if any, are
recognized only to the extent that, in the opiredbmanagement, it is more likely than not thatdlsets will be realized.

Foreign currency translation

Integrated Foreign Operatior

The accounts of the integrated foreign subsidiamgany, E. D. Smith, Inc., are translated into G#adollars on the following basis:
. Non-monetary assets and liabilities at the historigghange rate

. Monetary assets and liabilities at the exchangepedvailing at the consolidated balance sheet

. Revenue and expenses at weighted average exchatagdar the perioc

Translation gains and losses are included in therghénation of earnings for the period.

Self-Sustaining Foreign Operations

The accounts of the self-sustaining subsidiary ammgpE. D. Smith USA Inc., are translated into Ghaa dollars using the current rate
method, under which all assets and liabilitiestearslated at the exchange rate prevailing at éhiog end, and revenue and expenses are
translated at the average exchange rate duringethed. The resulting gains or losses are not deduin earnings but are deferred and shown
as a cumulative translation adjustment, a sepaoatgonent of unitholder’s equity. The appropriateoants of exchange gains and losses
accumulated in the separate component of unithsléguity are reflected in earnings when thererisdauction in the Fund'net investment

the subsidiary as a result of capital transactions.
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Foreign currency transactions and balant

Assets and liabilities denominated in foreign caocies are translated into Canadian dollars atxbkange rate prevailing at the
consolidated balance sheet date. The portion @&mey and expenses that are hedged are recordedtadged exchange rates. The po
that is not hedged is recorded at the weightedsaeeexchange rate for the peri

Exchange gains or losses are included in the déetation of earnings for the perio
Financial instruments

The fair market values of the Fund’s current finahassets and liabilities approximate carryingiesldue to their short-term nature. The
fair market values of long-term debt instrumentarbey interest at rates that float with prime dem@&onsidered to approximate their
carrying values

The Fund enters into interest rate swap agreemétiitgshe purpose of limiting exposure to interegterfluctuations on its long-term debt.
When the interest rate swap agreements are coadigéfective hedges, gains or losses are accotmted a component of the related
hedged transaction. If the hedges are not, or dedse considered effective, the Fund marks to statie derivative instruments through
income. The Fund enters into foreign currency @ to minimize its exposure to fluctuations irefgn currency exchange rates. These
contracts are intended to limit the exposure ofethguing years’ cash flow based on foreign currémegntory purchases. When the
foreign exchange contracts are considered effebidges, exchange gains or losses are accountad focomponent of the related hec
transaction. If the hedges are not, or cease twbsidered effective, the Fund marks to marketigrévative instruments through earnin

In order for a derivative to qualify as a hedge, liedging relationship must be designated and yrmacumented at its inception,
detailing the particular risk management objectind strategy for the hedge and the specific castsfbeing hedged, as well as how
effectiveness is being assessed. Changes in theafae of the derivative must be highly effectimeffsetting changes in the amounts of
the hedged cash flows. Hedge effectiveness is ateiat the inception of the hedging relationsiigh @an an ongoing basi

Use of estimate:

The preparation of consolidated financial statesé@ntonformity with Canadian generally acceptecbaating principles requires
management to make estimates and assumptiondfeénettitae reported amounts of assets and lialsligied disclosure of contingent assets
and liabilities at the date of the financial sta¢es and the reported amounts of revenue and expénsing the reporting period. Actual
results could differ from those estimates. The nsigaificant accounting estimates relate to goddavitl intangible assets, capital assets
and inventory valuatior

. Acquisitions

On May 12, 2006 the Fund indirectly purchasedhalliusiness assets related to the grocery prodivitgon of Golden Valley Foods
Limited., a B.C. based manufacturer of private lavel branded fruit-based products, for cash camatébn of $5.1 million, including
acquisition costs

The acquisition has been accounted for using thehaise method, with the results of operations ddiin the financial statements from
the date of acquisition. The following table sumines the amounts paid or payable at the date cddhaisition and the allocation of the
purchase price based on manage'’s estimates of the fair values of the assets ahilities assumec
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Net assets acquired, at assigned values, arelawso

Inventories $ 2,97¢
Capital asset 68¢€
Intangible asset 73C
Goodwill 78€
Accounts payable and accrued liabilit (99
$ 5,081
Consideratior
Cash $ 4,83
Acquisition cost 24€
$ 5,081

The acquired intangible assets are attributab&eistomer relationships and recipes and are beimgtam®d on a straight-line basis over their
estimated useful lives of 10 years and 9 yearsectsly.

On March 2, 2006 the Fund formed E. D. Smith & Safs(the “LP”). On June 5, 2006, the LP indiredlyquired substantially all the
operating assets and certain liabilities of Sehftwt total consideration of $113.8 million incladi acquisition costs. Total consideration
included 2,000,000 Exchangeable LP Units valuegll8t7 million, each of which are exercisable touaegione Fund Unit, subject to the
terms and conditions of the Exchange Agreementla&®urchase and Sale Agreement.

The acquisition has been accounted for using thehpse method, with the results of operations dediin the financial statements from the
date of acquisition. The following table summarites amounts paid or payable at the date of theisitign and the allocation of the purch
price, based on management's estimates of thedhies of the assets and liabilities assumed:

Accounts receivabl $ 8,321
Foreign exchange contrac 1,68¢
Inventories 13,24¢
Prepaid expenst 271
Capital asset 15,64¢
Intangible asset 54,40(
Goodwill 26,27¢
Accounts payable and accrued liabilit (6,042
$113,80:
Consideratior
Cash $ 74,26:
Exchangeable LP Units (2,000,000 un 18,70(
Purchase price payak 18,49
Acquisition costs 2,34¢
$113,80:

The acquired intangible assets are attributabteisbomer relationships and recipes and are beimgtesed on a straight-line basis over their
estimated useful lives of 10 years and 6 yearssely.

In accordance with generally accepted accountimgiples, the value of the two million Exchangeablsits was determined based on the
average market price of the Fund’s unit for the traaling days prior to the announcement on AprjlZID6 and two days following the
announcement.

The final determination of the purchase price p&yalas calculated in accordance with the provisibthe Purchase and Sale Agreement and
reflects the achievement of pre-determined EBITBresholds as disclosed in the Purchase and Sakefgnt. The accrual is subject to
confirmation by the vendor and is payable by Ap@| 2007. A decrease to the acquisition costs bf &&d an increase of $86 in the cash
consideration paid resulted as final costs weregeized. Goodwill was adjusted by $14,612 to refteese changes.
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4. Inventories

Inventories consist of the followin:

Packaging materia
Raw materialt
Finished good

. Capital assets

Capital assets consist of the followir

Land

Buildings

Building improvement:
Machinery and equipme
Construction in progres
Computer softwar

. Deferred costs

Deferred costs consist of the followir

Deferred financing cos

Deferred warehouse lease cc
Deferred software maintenance fi
Deferred other cos

. Intangible assets

Intangible assets consist of the followil

Tradenames / tradematr
Customer lis

Recipes

Supply agreemet

December 31, 200

Accumulater Net book

Cost amortizatior value
$ 1,021 $ — $ 1,021
10,95¢ 85t 10,10¢
74C 96 644
40,54« 5,17¢ 35,36¢
3,021 — 3,021
1,17¢ 577 59¢
$57,46: $ 6,707 $50,75¢

December 31, 20C

Accumulate! Net book

Cost amortizatior value
$ 84t $ 362 $ 48z
14t 14¢ —
73% 262 471

$ 1,72¢ $  76¢ $ 954

December 31, 200

Accumulate: Net Book

Cost amortizatior Value
$ 21,33 $ — $21,33:
64,20¢ 5,15¢ 59,04t
18,03( 2,87¢ 15,15¢
1,90( 752 1,14¢
$105,46t $ 8,78t $96,68:
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Cost
$ 88¢
9,76¢
69¢€
23,07:

Cost
$21,32¢
14,48:
12,60¢
1,90(
$50,31¢

December 31, 20(

December 31, 20(

512t $ 3,14«
9,21¢ 6,21
28,53: 15,21¢
4287: $ 24,57:
December 31, 20C
Accumulate: Net book
amortizatior value
$ = $ 88¢
29¢ 9,471
30 66€
1,66¢ 21,40:
— 1,59¢
227 892
$ 2,22t $34,91¢
December 31, 200
Accumulate Net book
amortizatior value
$ 10 $ 55
54 91
63 72
— 27¢€
$ 127 $ 49
December 31, 200
Accumulater Net Book
amortizatior Value
$ — $21,32¢
76€ 13,71¢
83t 11,77:
277 1,62
$ 1,87¢ $48,43;




8. Bank credit facility

Immediately prior to the purchase of the asse8eafforth, E.D. Smith & Sons Ltd. obtained a nevditiacility. The fees associated with tl
refinancing have been deferred and amortized dweBiyear term of this facility.

The $85,000 revolving facility may be used for oimgooperating requirements, working capital requieats, general corporate purposes
including the payment of distributions required doeash flow fluctuations, repayment of existiramk facilities and for certain acquisitions
and investments. The revolving facility has no skehed principal repayments prior to May 31, 2009.

The facility contains certain restrictions and rieggithe achievement of certain financial ratiod ather covenants. The Fund has met the
requirements of its banking facilities at Decem®&r2006.

In addition to the revolving credit facility, a $20million letter of credit was deposited with tBscrow Agent for the Seaforth purchase. The
funds were designated for the final payment ofSkaforth purchase price. The estimated final S#afiryment of $18,494 requires the
vendor’s confirmation. The Fund’s intention is wneolidate the letter of credit facility with thgigting facility. The covenants will be
amended to address the changes in the amountdif ex¢ended.

The interest costs on the outstanding $75,466 veypfacility at December 31, 2006 are at floatiates based on Canadian dollar prime rate,
U.S. base rate, LIBOR or bankers acceptance rategn applicable margin to those rates. The effectite on the outstanding revolving
facility at December 31, 2006 was 6.17% (2005-5.0Pfag Fund has an interest rate swap agreemeixttfefinterest rate on $25,000 of the
aggregate principal amount of the revolving fagiét 5.34% per annum for a remaining two yearsiiduthe year, the Fund entered into a
second interest rate swap agreement to fix thegsteate on an additional amount ranging from @28 o a maximum of $53,000 of the
aggregate principal amount of the revolving fagiét 6.50% per annum over the next three years.

The maturity dates and other significant termdhefihterest rate swap match those of the underiyidgbtedness. The interest rate swap is
designated as a cash flow hedge, and is an efécletidge of the interest rate risk. Any changeherfdir value of the cash flow hedge are
deferred and not recognized until the hedged tise are recorded in income.
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9. Trust Units issued

The capital contributions by unitholders of the &uame included in Trust Units issued on the codstdid balance sheet as folloy

Units (#)
Compensatio
Units Units Total
Issued on initial public offerin 11,891,68 654,03: 12,545,71
Exercise ove-allotment 1,657,501 — 1,657,50!
Redemption of Unit (548,99) — (548,99Y)
Exchange of Exchangeable LP Ur 147,52. — 147 ,52.
Units subject to forfeitur — (270,27%) (270,276
Net Units as of December 31, 2C 13,147,70 383,75t 13,531,46
Issue Units June 5, 20( 7,500,001 — 7,500,001
Exchange of Exchangeable LP Ur 163,26. — 163,26.
Net Units as of December 31, 20 20,810,97 383,75¢ 21,194,72
Units ($00C's)
Compensatio Unit Issuanc
Units Units Costs Total
Issued on initial public offerin 118,91 6,54( (8,442 117,01t
Exercise ove-allotment 16,57¢ — (99€) 15,57¢
Redemption of Unit (5,490 — — (5,490
Exchange of Exchangeable LP Ur 1,28¢ — — 1,28¢
Units subject to forfeiture (net of amortization®¥00) — (2,007) — (2,009
131,28t 4,53¢ (9,43¢) 126,38t
Contribution by unitholders to non-controlling exciyeable LP
unitholders (5,347
Balance December 31, 20 121,04°
Issued Units June 5, 201 60,00( (4,59 55,40¢
Exchange of Exchangeable LP Ur 1,37 — — 1,372
Units subject to forfeiture (amortization of $1,2! — 1,201 — 1,201
192,66( 5,73¢ (14,039 179,02!
Contribution by unitholders to non-controlling exciyeable LP
unitholders (44E)
Balance December 31, 20 178,58

On June 3, 2005, the Fund issued 11,050,000 ate @r$10 per unit realizing proceeds of $110,668@&n initial public offering. The
Fund issued 654,034 units at a price of $10 pertargertain employees and directors to replacstieg deferred compensation
arrangements and 841,681 units at $10 per undrtodr shareholders.

The Fund granted an over-allotment option to théemwriters to purchase up to 1,657,500 additiorrdtdon the same terms as the
initial public offering. On June 14, 2005 the owdietment option was exercised in full with net peeds from the exercise of the over-
allotment used to repurchase 1,108,505 Exchangé&&blénits and 548,995 Units from certain formerrghalders of EDS Holdings
Inc.

Trust units issued in the comparative DecembeB@5 balance sheet have been decreased by $3,Ga#ipg to certain deductible
temporary differences on unit issuance costs recbas at December 31, 2005.

On June 5, 2006, the Fund issued 7,500,000 Uné&gate of $8 per unit realizing proceeds of $60,6n a second public offering. The
cost of issuing the Units was $4,595.

A total of 310,784 Exchangeable LP Units have ®aanged to date; 147,522 during the fourth quaftBecember 2005, 55,298
during the first quarter of 2006, 94,858 during seeond quarter of 2006, 8,714 units during theltQuarter of 2006 and 4,392 units
during the fourth quarter of 2006. The LP unitsevexchanged for Units on a ofm@-one basis. There was no cost of issuing thags.
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10.

Fund Units

The Declaration of Trust provides that an uitlh number of Units and Special Voting Units mayissued. Each Unit is transferable
and represents an equal undivided beneficial isténeany distributions of the Fund and in theasdets of the Fund. All Units have
equal rights and privileges. Each unit entitleshibkler thereof to participate equally in allocaand distributions and to one vote at all
meetings of unitholders for each whole unit helde Tnits issued are not subject to future callassessment

Exchangeable LP Units

The Declaration of Trust provides that Spe¥iating Units are issued to represent voting rightéhe Trust that accompany the
Exchangeable LP Units. A Special Voting unit wil issued automatically upon the issue of an Exabalslg LP unit. When an
Exchangeable Unit is exchanged into a Trust UHiyaing rights associated with the Special Votldgit shall terminate

On June 3, 2005 the Partnership issued 1,68&%8hangeable LP Units (note 9) to former shadrsl On June 14, 2005 the
underwriters exercised their over-allotment opti@sulting in the Fund repurchasing 1,108,505 Emnghable LP Units. An exchange of
Exchangeable LP Units will be paid in Units on &dar-one basis. Exchangeable LP Units carry thletio vote at any meeting that
unitholders are entitled to vote on the same b&sisJune 5, 2006 the Partnership issued 2,000,200aEgeable LP Units as part of the
purchase transaction described in note 10. At Deeerd1, 2006 the outstanding number of Exchangdablegnits is 2,278,89¢

Employee Units

Consideration for the primary acquisition also id#d 654,034 units valued at $6,540 issued toinegtaployees and directors to repl
existing deferred compensation arrangements. Gkthaits 270,276 are subject to forfeiture arrareggmbased upon continued
employment with the Fund or its subsidiaries. \festif these units commences May 25, 2007 over ngrgates to May 25, 2008.
Accordingly, the value of such units are recordedeferred compensation and deducted from consioleffar the acquisition and will
be recorded as amortization of deferred costseafotifieiture provisions expire. During the year ethddecember 31, 2006, amortization
of deferred compensation costs was $1,201 (-$701).

Non-controlling interest

Non-controlling interest at December 31, 2006 represtre outstanding Exchangeable LP Units issugldet@revious owners of EDS
Holdings Inc. and Seaforth by the Partnership. Fagnership initially issued 1,698,187 Exchange&aBléJnits and upon execution of
the ove-allotment option, 1,108,505 Exchangeable LP Unisenredeemed by the unitholders of EDS Holdings

On June 5, 2006 the Partnership issued 2,00ER6hangeable LP Units (note 3) to Seaforth at@emf $9.35 per unit, for total
proceeds of $18,700. The issuance of these ExchhtgEP Units resulted in a dilution gain of $2,7

An exchange of Exchangeable LP Units for Uwilbe on a one-for-one basis. Exchangeable LRdJarry the right to vote at any
meeting that unitholders are entitled to vote angame basis At year end, non-controlling intarete Fund amounted to 9.71%
(2005- 3.16%).

The Fund declared to the Exchangeable LP unithsltdher distributions as disclosed in note
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11. Cumulative Distributions

Distributions are made monthly to unitholdefsexord on the last business day of each monttpaittion the 19 of the following
month. Distributions to holders of ExchangeableUrits are declared on the same basis. Distributiigtsared during the year ended
December 31, 2006 were $18,129 (2-$8,097) or $0.9987 (201-$0.5920) per Unit

Distributions declared during the year ended Decemdr 31, 2006 were as follows:

Period

Special distributior

January 1, 2006 to January 31, 2I
February 1, 2006 to February 28, 2(
March 1, 2006 to March 31, 20t

April 1, 2006 to April 30, 200!

May 1, 2006 to May 31, 20C

June 1, 2006 to June 30, 2C

July 1, 2006 to July 31, 20(

August 1, 2006 to August 31, 20
September 1, 2006 to September 30, 2
October 1, 2006 to October 31, 2(
November 1, 2006 to November 30, 2(
December 1, 2006 to December 31, 2

Record Datt¢
December 31, 20(
January 31, 20(
February 28, 20(
March 31, 200
April 30, 200¢
May 31, 200
June 30, 20C
July 31, 200
August 31, 200
September 30, 20!
October 31, 20C
November 30, 20(
December 31, 20(

Payment Dat
April 15, 200¢
February 15, 20(
March 15, 200
April 15, 200¢
May 15, 200
June 15, 20C
July 15, 200
August 15, 200
September 15, 20!
October 15, 20C
November 15, 20(
December 15, 20(
January 15, 20(

Per Unit $
0.009:
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.050(

Distributions declared during the year ended De@erst, 2006 were $1,439 (2005-$335) or $0.998780) per Unit.

Distributions declared during the year ended Decemdr 31, 2006 to non-controlling interests were as lfows:

Period

Special distributior

January 1, 2006 to January 31, 2I
February 1, 2006 to February 28, 2(
March 1, 2006 to March 31, 20t

April 1, 2006 to April 30, 200!

May 1, 2006 to May 31, 20(

June 1, 2006 to June 30, 2C

July 1, 2006 to July 31, 20(

August 1, 2006 to August 31, 20
September 1, 2006 to September 30, 2
October 1, 2006 to October 31, 2(
November 1, 2006 to November 30, 2(
December 1, 2006 to December 31, 2

12. Restructuring costs

During the year, the Fund recorded restructucimarges of $3,991, relating to employee expeasssciated with a severance payment to

Record Datce
December 31, 20(
January 31, 20(
February 28, 20(
March 31, 200
April 30, 200¢
May 31, 200
June 30, 20C
July 31, 200
August 31, 200
September 30, 20
October 31, 20C
November 30, 20(
December 31, 20(

Payment Dat
April 15, 200¢
February 15, 20(
March 15, 200
April 15, 200¢
May 15, 2001
June 15, 20C
July 15, 200
August 15, 200
September 15, 201
October 15, 20C
November 15, 20(
December 15, 20(
January 15, 20(

Per Unit $
0.009:
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.085¢
0.050(

Distribution

Amount $
12¢
1,18:
1,18:
1,18:
1,191
1,191
1,832
1,83:
1,83:
1,83:
1,83:
1,83:
1,072

Distribution
Amount $

4
33
33
33
25
25

19€

19E
19E
19t

19&

19t

11E

the former CEO and the integration of the combibesinesses under a common corporate structure wscifted in employee
severances completed in February 2007. At DeceBthe2006, an amount of $3,047 is included in aattiabilities related to these

restructuring charge

13. Pension Plan

The Fund has a defined contribution pension.during the year, the Fund made pension conidhattotaling $865 (2005-$407), of
which $356 (200-$163) is included in selling, general and admintsteacosts and the balance in costs arriving a&aflimargin

14. Cumulative translation adjustment

The cumulative translation adjustment represtre effect of exchange rate variations on thestedion of the Fund’s net investment in
E. D. Smith USA Inc., a sesustaining foreign operation. The unreali.
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translation loss of $199 as at December 31, 208dteefrom the strengthening of the Canadian daltginst the U.S. dolla

15. Net Change in nol-cash operating working capital balance:

Year Endec June 3 tc

December 31, 20( December 31, 20(
Decrease in accounts receiva $ 2,07¢ $ 991
(Increase) Decrease in inventor (1,907 4,25:
(Increase) Decrease in prepaid expel (212 14z
(Decrease) in accounts payables and accrued tieb (1,491 (7,049
(Increase) in income taxes recovere 3) (2,046
Net change in nc-cash operating working capital balan $ (1,530 $ (3,705

16. Related party transactions

On February 11, 2005, EDS Holdings Inc. acqlite business of North Coast Processing GrouptiiNgoast) Up to an additional
US$5.4 million is payable to the vendor over a fgear period based on the achievement of certaan€ial results of the acquired
business and was evidenced by a promissory noteh{lmast Promissory Note). The North Coast Praonisblote is repayable as
follows:

1. If the EBITDA of North Coast is at least UB&illion (the “Threshold Amount”) in any year dag the four-year period ended
December 31, 2008, then the vendor will be entitted payment of US$500,000 for such year or yeangich the Threshold
Amount is achieved plus accrued interest on thatuarh If the Threshold Amount is not attained ifisaal year, no payment shall be
made for such year. The Threshold Amount was raingtd during the initial fiscal period ended Debem31, 2005 and no payment
was made. In a subsequent fiscal year, if the gecEBITDA for that fiscal year and each prior fisgear results in the Threshold
Amount having been attained for all such yearsyanent of US$500,000 shall be made for each pisoafyear for which such a
payment was not made, plus accrued interest onamciunts. The principal amount of the North Coastritssory Note will be
reduced by each of these payme

2. If the total EBITDA of North Coast for theur years ended December 31, 2008 is at least US#ROn, then the vendor will be
entitled to a payment equal to the then outstangdiimripal amount of the North Coast PromissoryeN@tet of any payments
described above) plus accrued interest on that atr

3. In addition, if for the fiscal year of Nor@oast ended December 31, 2006, the average EBAfDorth Coast for that year and for
the fiscal year of North Coast ended December B252s equal to or greater than the Threshold Arhdbe principal amount of the
North Coast Promissory Note will be paid to thed@mat the rate of US$500,000 per annum, togethitbragcrued interest therec
on or before March 30 in each of the succeedirggfigears until March 30, 2009, when the remaitiatance of the principal
amount, together with accrued interest thereon hgitome due and payab

4.  If, during the four-year period ended Decentfil, 2008, the aggregate EBITDA of North Coagss than US$20 million, the
vendor will be entitled to a payout equal to thedurct of $5.4M multiplied by the fraction determihley dividing the aggregate
EBITDA by $20M less any amounts previously paidetitegr with accrued interest there

For the purposes of the North Coast Promissory N&ITDA” is defined as earnings before interéstome taxes, depreciation and
amortization, and depletion, provision for sitetoeation and reforestation, in each case as detexdrin accordance with U.S. generally
accepted accounting principles.

At year-end there is a receivable of $208 fromwedor of North Coast, as defined in the purchasesale agreement, arising from
excess costs incurred in construction of the Wi&tger Treatment plant. The receivable is curredtexpected to be paid under normal
terms of credit.
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17.

18.

During 2006, the LP entered into a lease afcéify from a related entity of a Trustee. Thetadring the year was $751, which was
recorded at the exchanged amoi

Financial instruments
Credit risk

At December 31, 2006, the Fund’s accounts vatée included one customer that represented rhare10% of the total accounts
receivable balance. The customer’s outstandinghbaleepresents 26% (2005 — 25%) of the total adsaeceivable. This account is
paid regularly within normal commercial terms. Dyyithe year ended December 31, 2006 this custapezsented 25% (2005 — 26%)
of total revenue

In the ordinary course of business, the Fund hgsiag commitments to deliver private label produotsertain customer
Interest rate risk

The Fund is exposed to interest rate risk énetbent of fluctuation in the Canadian dollar prirate, U.S. base rate, LIBOR or bankers
acceptance rate on the revolving credit facilitie Fund has entered into an interest rate swapabntith an approved creditworthy
counterparty to manage current and anticipatedsxedo interest rate risk through May 2, 2008 25,800 aggregate principal amount
on the revolving credit facility. During the ye#ine Fund entered into a second interest rate sgia@ment to fix the interest rate on an
additional amount ranging from $28,000 to a maximafr$i53,000 of the aggregate principal amount efrévolving facility at 6.50%

per annum over the next three ye

Foreign exchange risk

The Fund is exposed to Canadian/US$ currenicyuations on cross-border transactions and oslaton of the net investment in, and
earnings of E. D. Smith, Inc., and E. D. Smith UBA. The Fund hedges the foreign currency exposaranticipated US$ inventory
purchases with derivatives that have a total natiamount of $14,813 over a 2 year period. On $5,8& Fund is required to buy US$
(sell Canadian dollars) at US/Cdn $1.24 and on $8#¥8Fund is required to buy US$ (sell Canadidtady) at US/Cdn $1.195 and on
US$1,167, the Fund is required to buy US$ (sella@d#mn dollars) at US/Cdn $1.191. On the other difathe notional amount, the Fund
has a call option to buy US$5,367 at US/Cdn. $a#dlUS$873 at US/Cdn $1.195 and US$1,167 at USHTdI®1. The fair value of tl
foreign currency agreement as at December 31, gfjff&@sents an unrealized loss of $¢

A foreign currency gain of $414 from operations hasn recorded during the year ended Decembel0BS,
Commitments and contingency
a. Lease commitments

The Fund has entered into agreements to leag@iges, equipment and computer hardware undeatipgiease agreements expiring at
various dates to 2011. In aggregate, the commitrtetal $9,856. The future minimum rental payméateach of the next five years i
as follows:

2007 2,392
2008 2,11«
2009 2,00¢
2010 1,79¢
2011 1,54

$ 9,85¢
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b. Commodity commitments

The Fund regularly commits to purchase comnexlih advance in the normal course of businesstt$érm letters of credit, which are
not material in amount, are used from time to timthis process. At December 31, 2006 the Funddgaplegate purchase commitments
of $49,296

19. Income taxes

The recovery for income taxes differs from the jsmn computed at statutory rates due to the varamjustments outlined belo

June 3, 2005 t
December 31, 20( December 31, 20(

Earnings before income taxes and -controlling interes $ 429 % 1,841
Earnings not subject to tax account (14,327) (8,437)
(14,757) (6,59))
Statutory tax rat 36.1% 36.1%
Income tax recovery at statutory tax r (5,32¢) (2,379
Adjustments to income taxes
Foreign tax rates differenti (257 (200)
Manufacturing and processing tax cre 18¢ 69
Effect of tax rate change (64¢€) —
Permenant difference 277 19¢
Losses in subsidiaries not benefit 1,62¢ —
Other 91¢ (22)
Provision for Income Taxes (3,119 (2,237%)

Future income taxes reflect the net tax effectewiporary differences between the carrying amooihéssets and liabilities for financial
reporting purposes and the amounts used for in¢armpurposes. Significant components of the Funtigé income tax assets and
liabilities are as follows:

Accounting provision: $ 9v€ $ 53t
Deferred financing fee 97 161
Cumulative elgible capite 94 20
Unit issue cost 11C 344
Scientific Research & Developome 55 —
Non deductible interest under section 1 941 —
Losses carried forwai 3,43¢ —

5,70¢ 1,06(
Less: valuation allowanc 1,62¢ —

4,08( 1,06(
Less: current portio 97€ 53t
Non-current future income tax ass 3,10¢ 52¢

Future Income Tax Liabilitie

Scientific Research & Developome — 28
Capital asset 2,45¢ 3,147
Intangible asset 11,72¢ 13,551
Non-current future income tax liabilitie 14,18: 16,73:
Net nor-current future income tax liabilitie $11,07¢ $16,207

At December 31, 2006 the Fund had loss carry fatevaf $10,000 expiring at various dates as folld®@d5 — $2,225, 2025 — $835, and
2026 — $6,940. A valuation allowance has been etkagainst the US future income tax asset asnbi® likely than not that the tax asset
will not be realized.

On October 31, 2006, the Canadian federal goverhararounced tax proposals pertaining to the tamatfalistributions paid by income
trusts and changes to the personal tax treatmenisifdistributions that will be applicable stagiin 2011.

Currently, the Fund does not pay income tax as &ndistributions to Unitholders exceed the amaodithe Fund’s income that would
otherwise be taxable. The proposed new law willltés a two-tiered tax
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20.

structure similar to that of corporations wherefyy taxable portion of distributions would be subjedncome tax payable by the Funt
a rate of 31.5%, while taxable Canadian Unitholdessid receive the favourable tax treatment orritiistions currently applicable to
qualifying dividends. The Funds currently non-tdeadntities will need to record future taxes orirthespective temporary differences if
the new legislation is passe

As of the date of these financial statements, theegnmer’s proposal remains draft and has not been pastemn.

In addition to the foregoing, the Fund is sebje various additional uncertainties concernimg interpretation and application of
Canadian and U.S. tax laws that could affect thed’s profitability and cash flow:

The Fund has received opinions from U.S. taxisel on certain tax matters related to its investnm its U.S. subsidiary. The
consolidated financial statements of the Fund cetleose opinions; specifically that loans to th& \subsidiary should be respected as
debt and the interest on those loans should bectibiuby the U.S. subsidiary for U.S. federal immtax purposes, subject to limitatic
imposed by Section 163(j) of the Internal RevenodeCof 1986, and that interest should be subjelot$ federal income tax
withholding.

There can be no assurance that the InternarievService (“IRS”) will not challenge various fédig positions taken by the Fund.
Management believes it is unlikely that the IRS i{ddee successful; however, the effect on the incofrthe Fund and the net cash
received by the Fund of a successful challengé®yRS could negatively impact cash received byFilned through its investments in
the U.S. subsidiar

In addition to the foregoing, and in commonhagther complex international business structubesFund is subject to various additional
uncertainties concerning the interpretations amiegtion of Canadian and U.S. tax laws, includimgertainties related to implement
regulations on recently enacted U.S. tax lawsaxfauthorities disagreed with the Fund’s applicatbtax laws, or if new implementing
regulations are enacted broadly and retroactitbly/Funis profitability and cash flows could be adversdfgcted.

Segmented information

During the year, the Fund operated one replersdgment: the manufacturing and marketing of,fesiuce and oil based food products.
The Fund has two geographic segments, Canada atetl\Btates

Year endec June 3, 2005 t
December 31, 200 December 31, 200
Canade United State: Total Canade United State: Total
$ $ $ $ $ $
Revenue 150,31( 95,04 245,35: 77,10 32,541 109,64
December 31, 20C December 31, 200
Canade United State: Total Canade United State: Total
$ $ $
Assets 263,70 40,92¢ 304,63t 154,41¢ 35,93 190,35:
Intangibles 88,52 8,16( 96,68: 39,33: 9,10t 48,43’
Goodwill 81,36¢ 4,507 85,87t 54 ,44: 4,362 58,80¢

21.

22.

Revenue by geographic segment is determined basedumtry of destinatior
Comparative consolidated financial statement

The comparative consolidated financial statémbave been reclassified from statements prevjiqursisented to conform to the
presentation of the 2006 consolidated financiakstants

Differences between Canadian and United States ofierica Generally Accepted Accounting Principles

The consolidated financial statements of the Funebeen prepared in accordance \
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accounting principles generally accepted inagian(“Canadian GAAP”) which in most respects, comfto accounting principles
generally accepted in the United States of AmgfidaS. GAAP”). The significant differences as thayply to the Fund are shown
below. All amounts are in thousands (unless otherwibted) and Canadian Dollars. Where applicaidetax rate applied to the
adjustments is 34.489

Consolidated statements of earnings in accordaitbelhS. GAAP are as follow:

2006 2005

Earnings— Canadian GAAF $ 530¢ % 3,92/
Dilution gain adjustment (k (2,68¢) —
Tax credit adjustment (c — (230)
Earnings— U.S. GAAP $ 2,621  $ 3,694
Earnings per Fund Un

Basic $ 0.1t  $ 0.2¢

Diluted $ 0.1: $ 0.2¢€
Weighted average units outstand

Basic (actual, not in thousanc 17,973,56 13,342,48

Diluted (actual, not in thousanc 19,439,38 13,973,56!
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Consolidated balance sheets in accordance withGAR\P are as follows:

ASSETS

Current Assets

Cash and cash equivalel
Accounts receivabl— trade
Inventories

Prepaid expenst

Income taxes recoverak
Future income taxes (

Total current assets

Capital assets, n

Deferred cost, ne

Derivative financial instruments (
Intangible asset

Goodwill (b, c)

Total Assets

LIABILITIES AND UNITHOLDERS ' EQUITY
Current liabilities

Accounts payable and accrued liabilit

Purchase price payak

Distributions payable to unitholde

Distributions payable to exchangeable LP unithal
Derivative financial instruments (

Total current liabilities

Bank credit facility
Future Income taxes (

Total liabilities

Non-controlling interest (e)
Temporary equity (a)

Unitholders’ equity

Trust units issued (¢

Deficit (a,c,d)

Accumulated other comprehensive |
Total unitholders’ equity

Total liabilities and unitholders’ equity
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CDN GAAP
2006

$ 1,33«
23,71¢
42,87

1,13:
33¢
97¢

70,37

50,75¢
954

96,68
85,87¢
$ 304,63t

$ 22,29
18,49
1,07:

11¢

41,97¢

75,46¢
11,07¢
128,52(

17,10:

178,58(
(16,99

(2,572)
159,01!

$ 304,63t

U.S. GAAP
2006

$ 1,33¢
23,71¢
42.87:
1,137
33¢
1,257
70,64¢

50,75¢
954

21C
96,68!
82,951
$302,20!

$ 22,29
18,49¢
1,07:
115

74C

42,71¢

75,46¢
11,174
129,35}

17,06(
101,71¢

56,95(

(2,879
54,07

$302,20!

CDN GAAP U.S. GAAF
2005 2005
$  2,06€ $ 2,06¢
17,44( 17,44(
24,57 24,57:
65C 65C
2,437 2,437
53E 937
47,70( 48,10:
34,91¢ 34,91¢
49€ 49€
— 27¢€
48,43 48,43
58,80¢ 58,57¢
$ 190,35 $190,80:
$ 17,861 $ 17,86:
1,17¢ 1,17¢
37 37
— 1,167
19,07 20,241
36,717 36,71
16,207 16,30:
72,001 73,26:
3,851 3,83:
— 123,33
121,04° —
(4,179 (6,692)
(2,379 (2,939)
114,50; (9,631)
$ 190,35 $190,80:




Unitholder’ Equity

Under adoption of EITF D-98 “Classification akiéasurement of Redeemable Securities”, the Furwtde the redemption value of all
outstanding Trust units as temporary equity onctiresolidated balance sheets. The amount includddrfitholders’ Equity is reduced
by an amount equal to the redemption value of fustTunits as at the balance sheet date. The rdaemyalue of the Trust units is
determined with respect to the trading value offbad, and the amount of the redemption valueaissified as temporary equity. Under
Canadian GAAP, all Trust units are classified aghéiders’ Equity. As at December 31, 2006 and 2@068 Fund has classified
$101,719 and $123,336 respectively, as temporaryyeip accordance with U.S. GAAP, after adjustthg amount to the redemption
value.

As of and for the year ended December 31, 20@6Trust units were reduced to the redemptioneraly $76,861, with the offset being
recorded through Unitholders’ Equity. As of Decem®&, 2005 and the period from June 3, 2005 to Bées 31, 2005, the Trust units
were increased to the redemption value by $2,288, the offset being recorded through Unitholdé&tquity. Upon adjustment to the
redemption value, the unitholder value was redli@ssas temporary equit

Dilution Gain Adjustmen

In 2006 the Fund recorded a dilution gain ughemissuance of a subsidiary’s securities (ExchabigeUnits) in connection with a
purchase of a business. For Canadian GAAP purptisegxchangeable Units were measured using thegeerice 2 days before and
after April 20, 2006, the announcement date. F&. (GAAP purposes, the exchangeable units were mehas of the consummation
date, June 3, 2006. By measuring the Exchangeatite &t the consummation date, the dilution gais vesluced by $2,688 to $98
under U.S. GAAP

Derivatives and Other Financial Instrume

Statement of Financial Accounting Standard$AS”) No. 133, “Accounting for Derivative Instrumisnand Hedging

Activities” (“SFAS133"), as modified by SFAS No. 83Accounting for Certain Derivative Instrumentsda@ertain Hedging

Activities”, establishes accounting and reportitenslards requiring that every derivative instrummntecorded in the balance sheet as
either an asset or liability measured at its falue, and that change in the fair value be recegh@rrently in earnings unless specific
hedge accounting criteria are met. This statermentires an entity to establish, at the inceptioa bédge, the method it will use for
assessing the effectiveness of the hedging derévatid the measurement approach for determininmédfiective aspects of the hedge.
Those methods must be consistent with the ¢ s approach to managing ris

For Canadian GAAP purposes the Fund identifiederivative financial instruments as cash flovdges, which include interest rate
swap agreements and hedges of foreign currenctpfitions. The interest rate agreements adjustatiable rate debt to fixed rate debt.
The foreign currency hedges were put in place dubke exposure to Canadian/US Dollar currency dlattbns on cross border
transactions
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Effective January 1, 2007, the Fund adopted®Handbook Section 3855 -Financial Instruments — Recognition and Measurement
Section 3865 — Hedges — and Section 1530 — Conmzighéncome This will effectively eliminate U.S. GAAP diffenees for
periods after January 1, 20

In accordance with Canadian GAAP, paymentgceipts on these contracts were recognized inreggmioncurrently with the hedged
transactions. The fair values of the contracts awctzwl for as hedges were not reflected in the dmladed financial statements under
Canadian GAAP

The following adjustments were made to reconciée@lanadian GAAP to U.S. GAAl

2006 2005
Derivative asse— increase $ 21C $ 27¢
Derivative liability— increase 74C 1,165
Other comprehensive lo (34¢) (584)
Increase to future income tax as 277 402
Increase to future income tax liabili 95 95

Tax credit adjustmer

For purposes of Canadian GAAP, the Fund reaaghpreviously unrecognized income tax credit céorwards of an acquired entity
through the Consolidated Statements of Earning<agfitit, net of tax. However, under U.S. GAAP, safuent realization of
previously unrecognized tax benefits of an acquénetity would first be applied to goodwill arisiog the purchase, then to intangibles
and finally to earnings. The required adjustmefisied below

The following adjustments were made to reconcilagdiian GAAP to U.S. GAAF

2006 2005
Increase in expen: $ — $23C
Decrease in goodwi 23C 23C
Increase in defici 23C —

Comprehensive Income (Los
Comprehensive Income (Loss) for the year ended idbee 31, 2006 and the period June 3, 2005 to Deeefith 2005

2006 2005
Earnings— U.S. GAAP $ 2,621 $ 3,694
Change in foreign exchange contracts, net o 471 (765
Change in interest rate swaps, net of (23%) 181
Minority interest 23 18
Change in cumulative translation adjustm (199 2,379
Total comprehensive income (lo: $ 2,681 $ 75E
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Financial statement subtot:

The Fund presents funds from operations bafbamges in non-cash working capital as a subtotidle consolidated statement of cash
flows. This line item would not be presented iraaltflow statement prepared in accordance with G/AP.

The Fund presents earnings before interesipiedaxes, amortization, non-controlling interasi dilution gain. This line item would
not be presented in a consolidated statement ofregr and deficit prepared in accordance with GSAP.

Recent U.S. Accounting Standal

In February 2006, the FASB issued SFAS No. @SE5AS 155”), “Accounting for Certain Hybrid Finaiat Instruments-an Amendment
of FASB Statements No. 133 and 14Ttiis statement Permits fair value remeasuremerdrfgrhybrid financial instrument that conte
an embedded derivative that otherwise would rechifteccation, clarifies which interest-only stripad principal-only strips are not
subject to the requirements of Statement 133, kshials a requirement to evaluate interests in #emd financial assets to identify
interests that are freestanding derivatives oranahybrid financial instruments that contain enbedded derivative requiring
bifurcation, clarifies that concentrations of cteitk in the form of subordination are not embetiderivatives, and amends Statement
140 to eliminate the prohibition on a qualifyingesfal-purpose entity from holding a derivative fical instrument that pertains to a
beneficial interest other than another derivatimaricial instrument. SFAS 155 is effective forfalancial instruments acquired or
issued after the beginning of an entity’s firstéisyear that begins after September 15, 2006 fdihgalue election provided for in
paragraph 4(c) of this Statement may also be appl®n adoption of this Statement for hybrid finahsstruments that had been
bifurcated under paragraph 12 of Statement 133 pwithe adoption of this Statement. Earlier adopts permitted as of the beginning
of an entity’s fiscal year, provided the entity Imet yet issued financial statements, includin@ficial statements for any interim period
for that fiscal year. Provisions of this Statemmaty be applied to instruments that an entity hatdke date of adoption on an
instrumen-by-instrument basis. The Fund is currently assessi@gnipact of Statement 155 on its consolidatecdfifed statement:

On July 13, 2006, the FASB issued FASB Integdien No. 48, “Accounting for Uncertainty in IncenTaxes, an Interpretation of
FASB Statement No. 109" (“FIN No. 48”). FIN No. 4&rifies what criteria must be met prior to recitign of the financial statement
benefit of a position taken in a tax return. FIN.®8 will require companies to include additionahfitative and quantitative disclosul
within their financial statements. The disclosuréisinclude potential tax benefits from positiotaken for tax return purposes that have
not been recognized for financial reporting purgcesed a tabular presentation of significant chanigesg each period. The disclosures
will also include a discussion of the nature ofemainties, factors which could cause a change aanestimated range of reasonably
possible changes in tax uncertainties. FIN No. #Balgo require a company to recognize a finansiatement benefit for a position
taken for tax return purposes when it will be midkely-than-not that the position will be sustain&N No. 48 will be effective for

fiscal years beginning after December 15, 2006.Hined's preliminary analysis indicates no adjustiweiti be required upon adoption
of FIN 48.

In September 2006, the FASB issued SFAS 15i \rdue Measurement,” which defines fair valugabtishes a framework for
measuring fair value, and expands disclosures ghoutalue measurements. The provisions of SFAB e effective for fiscal years
beginning
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after November 15, 2007. The Fund is currently eatihg the impact SFAS 157 will have on its finahatatements

In September 2006, the SEC issued Staff ActogiBulleting (SAB) No. 108, “Considering the Effsof Prior Year Misstatements
when Quantifying Misstatements in Current Year Rimal Statements,” which provides interpretive guide on the quantification of
financial statement misstatements in order to elat@ the diversity in practice that currently examong public companies. SAB
No. 108 is required to be applied to annual finahsiatements for the first fiscal year endingrdftevember 15, 2006. The adoption
SAB No. 108 did not have an impact on the F's Financial Statement

In February 2007, the FASB issued SFAS No. Th@, Fair Value Option for Financial Assets and Fiogl Liabilities — Including an
amendment of FASB Statement No. M&ich permits measurement of financial instruraeatd other certain items at fair value. SFAS
No. 159 does not require any new fair value measentds. SFAS No. 159 is effective for financial staénts issued for fiscal ye:
beginning after November 15, 2007. Early adoptfopearmitted provided that SFAS No. 157 is conculyeadopted. The Fund is
currently evaluating the impact SFAS No. 159 wélk on its financial statemen
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E.D. SMITH INCOME FUND
Consolidated Financial Statements
For the three and six months ended June 30, 20D Jwre 30, 2006
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E. D. SMITH INCOME FUND
CONSOLIDATED BALANCE SHEETS

(Unaudited)
As at As at
(stated in thousands of dolla) June 30, 200 December 31, 200
$ $

ASSETS
Current assets
Cash and cash equivalel 2,28( 1,33¢
Accounts receivabl— trade(note 13) 22,08¢ 23,71¢
Inventories 43,20( 42,87
Prepaid expenst 1,97¢ 1,13:
Derivative financial instrumen(note 3) 253 —
Income taxes recoverak 47 33¢
Future income taxe 762 97€
Total current assets 70,61( 70,37:
Capital assets, n 50,19¢ 50,75¢
Deferred costs, ni 372 954
Derivative financial instrumen(note 3) 264 —
Intangible asset 91,35! 96,68!
Goodwill (notes 4 and 1) 91,52¢ 85,87¢

304,32: 304,63t
LIABILITIES AND UNITHOLDERS ' EQUITY
Current liabilities
Accounts payable and accrued liabilit 26,00¢ 22,29:
Deferred incomt 43¢
Purchase price payak(notes 4 and 5 — 18,49«
Distributions payable to unitholde(note 8) 1,07: 1,07z
Distributions payable to exchangeable LP unitha(note 8) 114 115
Derivative financial instrumen(note 3) 82C —
Total current liabilities 28,45¢ 41,97¢
Bank credit facility(note 5) 97,80« 75,46¢
Deferred incom 1,87(C —
Future income taxe(note 17) 17,16¢ 11,07¢
Total liabilities 145,29. 128,52(
Non-controlling interest (notes 7 and 8 16,19¢ 17,10
Commitments and contingency(notes 12, 14 and 1!
Unitholders’ equity
Trust units issue(note 6) 179,17. 178,58(
Deficit (31,280) (16,999
Accumulated other comprehensive l(note 10) (5,067) (2,572
Total unitholders’ equity 142,83: 159,01!

304,32: 304,63t

ﬁ% . A AN
|j ,a-r"'f ."II
On behalf of the Boarc R. J. Nobe: Jack H. Scot
Trustee Trustee

See accompanying notes to consolidated financié¢stents
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E. D. SMITH INCOME FUND
CONSOLIDATED STATEMENTS OF EARNINGS AND DEFICIT

(Unaudited)
(stated in thousands of dollars except per unit anid amounts)

Three month: Three month: Six months Six months
endec endec endec endec
June 30, 200 July 1, 200¢ June 30, 200 July 1, 200¢
$ $ $ $
Revenue 79,83: 56,19: 155,31t 97,54¢
Direct margin 12,75: 10,57¢ 24,56 19,41¢
Selling, general and administrative cc 6,511 5,38¢ 13,40( 10,00¢
Restructuring cosi(note 9) — 43¢ 60C 1,22¢
Earnings before interest, income taxes, amortizatim and nor-
controlling interest 6,241 4,75% 10,56: 8,181
Amortization of capital assets, intangibles ancedefd cost: 4,02¢ 2,81t 8,17t 4,95¢
Interest 1,95¢ 851 3,47 1,36:
Earnings (loss) before income taxes, and n-controlling interest 257 1,087 (1,090 1,86:
Income tax provision
Current 204 71€ 204 10C
Future(note 17) 7,96¢ (1,616 6,41¢ (1,750
8,16¢ (900) 6,628 (1,650
Earnings (loss) before no-controlling interest (7,917 1,987 (7,719 3,517
Non-controlling interest (note 7) 11€ 15¢ 13t 201
Dilution gain (note 7) — 2,78¢€ — 2,78¢
Net earnings (loss) for the period (8,027 4,61¢ (7,849 6,097
Deficit, beginning of period (20,039 (6,367) (16,999 (4,179
Distributions declared to unitholde(note 8) 3,21¢ 4,214 6,43¢ 7,891
Deficit, end of period (31,280) (5,967 (31,280) (5,967
Earnings per unit — basic $ (0.3F) $ 0.2¢ % (037 $ 0.41
Earnings per unit — diluted $ (0.3¢) $ 0.2¢ $ (0.39) $ 0.41
Weighted average number of units outstandin— basic 21,250,16 15,820,46 21,222,75 14,701,22.
Weighted average number of units outstandin— diluted 21,250,16 16,256,31 21,222,75 15,541,15
E. D. SMITH INCOME FUND
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)
(stated in thousands of dollars)
Three month: Three month: Six months Six months
endec endec endec endec
June 30, 200 July 1, 200¢ June 30, 200 July 1, 200¢
$ $ $ $
Net earnings (loss) for the period (8,027 4,61¢ (7,84¢) 6,091
Change in foreign exchange contracts, net of inctames (247) — (243) —
Change in interest rate swaps, net of income t 351 — 392 —
Allocation to minority interes (17) — 19 —
Change in cumulative translation adjustm (2,109 — (2,309) —
Comprehensive income (loss) for the period (10,037 4,61¢ (9,989 6,097

See accompanying notes to consolidated financédstents
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E. D. SMITH INCOME FUND

CONSOLIDATED STATEMENT OF CASH FLOWS

(Unaudited)
Three month: Three month: Six months Six months
ended endec endec ended
(stated in thousands of dollar June 30, 200 July 1, 200¢ June 30, 200 July 1, 200¢
$ $ $
OPERATING ACTIVITIES
Net earnings (loss) for the peri (8,02¢) 4,61¢ (7,849 6,097
Add (deduct) items not involving ca
Non-controlling interes 117 15¢ 13€ 201
Dilution gain — (2,786 — (2,78¢€)
Amortization 4,02¢ 2,72¢ 8,17¢ 4,862
Deferred financing fee 79 89 17¢ 94
Future income taxe 7,96/ (1,616 6,41¢ (1,750
4,16( 3,18¢ 7,06( 6,71¢
Net change in nc-cash operating working capital balan(note 11) (228) (4,199 4,32( (6,179
Cash provided (used in) by operating activities 3,932 (1,019 11,38( 53¢
INVESTING ACTIVITIES
Business acquisitions and acquisition ci(note 4) (24,73) (79,317 (24,73)) (79,84¢)
Purchase of capital ass: (1,83¢) (702 (3,400 (1,406)
Increase in deferred cos — (501 — (657
Cash used in investing activities (26,567 (80,51Y) (28,13) (81,909
FINANCING ACTIVITIES
Issuance of trust uni(note 6) — 60,00( — 60,00(
Expenses related to issuance of trust and exchhlegeR units — (3,419 — (3,419
Increase (decrease) in deferred incc (108) — 1,87(C —
Increase in bank credit facili 24,87, 29,10: 22,641 31,11¢
Distributions to unitholder (3,219 (3,699 (6,439 (7,24))
Distributions to exchangeable LP unithold (342) (87 (689 (190
Cash provided by financing activities 21,20¢ 81,90: 17,38¢ 80,26¢
Effect of exchange rate changes on cash and casvadnts 141 147 30¢ 95
Net increase (decrease) in cash and cash equivakeduring the
period (1,28¢) 521 94¢€ (1,007%)
Cash and cash equivalents, beginning of pe 3,56¢ 53¢ 1,33¢ 2,06¢
Cash and cash equivalents, end of peric 2,28( 1,05¢ 2,28( 1,05¢
Supplemental cash flow information
Interest paic 1,821 804 3,31z 1,34¢
Income taxes pai 11C 367 194 563

See accompanying notes to consolidated financédstents
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1.

Formation of the Fund and the Acquisition

E. D. Smith Income Fund (the “Fund”) is an oenled, limited purpose trust established undelathe of the Province of Ontario by a
Declaration of Trust dated April 29, 2005. The Fuvas created to acquire and hold, indirectly thfroEgD. Smith Operating Trust (the
“Trust”), limited partnership units of E.D. Smithrhited Partnership (the “Partnershipijhich, in turn, has been formed to acquire a
the outstanding securities of EDS Holdings Incgéther with its subsidiaries, the “EDS Holdings.ThcThe Fund remained inactive
until June 3, 2005 when the Fund completed arairptiblic offering of 11,050,000 trust units of thend (the “Units”) at a price of $10
per unit, realizing gross proceeds of $110,500March 2, 2006 the Fund formed E. D. Smith & Sor®(the “LP"). On June 5, 2006,
the LP indirectly acquired substantially all theeogting assets and certain liabilities of Seaf@tbamery Inc. (the “Seaforth”) for total
consideration of $118.8 million including acquisiticosts. Total consideration includes an additi&dz® million in connection with th
determination of the final purchase price as dsstbin note 4

Basis of presentatior

The accompanying unaudited interim consolid&iteghcial statements have been prepared by thd Fuaccordance with Canadian
generally accepted accounting principles with resfethe preparation of interim financial infornwet. Accordingly, they do not
include all information and footnotes as requinedhie preparation of annual financial statementssfould be read in conjunction with
the December 31, 2006 audited consolidated finhataéements and notes included in the Fs 2006 Annual Repor

The preparation of interim consolidated finahstatements in conformity with Canadian generatlgepted accounting principles
requires management to make estimates and assas it affect the reported amounts of assetsiabitities and disclosure of
contingent assets and liabilities at the date efctbnsolidated financial statements and the repant@ounts of revenue and expense
during the reporting period. Actual results couiified from those estimate

These interim consolidated financial statementgfothe same accounting policies and methods af #pplication as the December
2006 audited consolidated financial statementsgixas described below (hote

Accounting policy changes

Effective January 1, 2007 the Fund adopted CHafvdbook Section 3855 “Financial Instruments —dg@ition and Measurement”,
Section 3861 “Financial Instruments — Disclosurd Bnesentation”, Section 3865 “Hedges” and Sedk30 “Comprehensive
Income”. The adoption of the new standards resuftethanges in accounting for financial instrumearid hedges as well as the
recognition of certain transition adjustments thae been recorded in accumulated other comprateimsiome. The comparative
interim consolidated financial statements havelean restated except as noted below. On Janu20p7, the following adjustments
were made to the balance sheet to adopt the nevireetents

January 1, 20C

Derivative financial instrumen— foreign exchange contrac(net of tax) $ (299)
Derivative financial instrumen— interest rate swag(net of tax) (55

$ (349)

The principal changes in the accounting foafficial instruments and hedges due to the adoptittese accounting standards are
described below
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Financial assets and financial liabilitie

Financial assets are accounted for on an aredrtiost basis and financial liabilities are actedrfor on an accruals basis, consistent
with prior accounting policies with the exceptiondeferred financing costs and derivative finanagiatruments. Deferred financing
costs of $483 at December 31, 2006, that were pusly reported in deferred costs, are now nettethagthe carrying value of the
related debt and amortized into interest expenisg tise effective interest rate method. Prior t® éldoption of the new standards, the
amortization of deferred financing was includedhia amortization line in the consolidated statenoémarnings and defici

Derivative and hedge accountii

The Fund enters into forward foreign exchang#rmacts to hedge its exposure in foreign denoradhatish flows. The Fund also uses
interest rate swaps to limit its exposure to irgerate fluctuations on its long-term debt. Priothte adoption of the new standards,
eligible gains and losses on forward foreign curyecontracts that were considered effective heudgee deferred and recognized as
part of the cost of inventory purchases and chaogedledited to cost of sales when such inventayg sold. Gains and losses on highly
effective interest rate swaps were accounted far@smponent of the related hedged item. Unden¢hestandards all derivatives, otl
than those contracts entered into for the I's own expected requirements, are recorded atftieiralue.

The effective portion of changes in the failueaof cash flow hedges is recognized in other aemgnsive income. Amounts
accumulated in other comprehensive income aregsifiled to the statement of earnings and deficih@period in which the hedged
item affects the earnings and deficit. Any changthe fair value relating to the ineffective portiof the hedge is recognized
immediately in the consolidated statement of egsiaind deficit. Based on the changes, no incomeeeasded in the three-month
period ended June 30, 2007 and $2 has been recondeges-to-date basis in the consolidated statement of easrand deficit

Comprehensive income and accumulated other compsaleelos:

Comprehensive income is composed of the Fumat' sncome and other comprehensive income. Othaposhensive income includes
changes in the fair value of derivative instrumetgsignated as cash flow hedges and the reclagificto net income of deferred gains
on the ineffective portion of the interest rate psjaall net of income taxe

The amounts disclosed in other comprehensiv@nie for the three months ended June 30, 2007eai@ mcome taxes of $57 and
represent the change in the fair values on devieatilesignated as cash flow hedges. The transitiustment represents deferred losses
on foreign exchange contracts of $294 and defdazzks on the fair value of interest rate swa®b6f net of taxes, in accumulated
other comprehensive loss. Accumulated other congm&fie loss also includes losses on net investnirestdf-sustaining foreign
operations. This cumulative translation adjustmreptesents the effect of exchange rate variatiorthe® translation of the Fund'’s net
investment in E. D. Smith USA Inc., a self-sustagforeign operation. The unrealized translati@s lof $2,308 as at June 30, 2007
results from the strengthening of the Canadiaradaljainst the U.S. dollar. On transition to the séandards, the comparative amounts
of other comprehensive income for the period oaflect the amounts previously recorded in the cative translation adjustment
account.

Acquisition

On March 2, 2006 the Fund formed E. D. SmitBéns, LP (the “LP”). On June 5, 2006, the LP inttleacquired substantially all the
operating assets and certain liabilities of Sehffwt total consideration of $113.8 million includi acquisition costs. Total considera
included 2,000,000 Exchangeable LP Units valuegll8t7 million, each of which are exercisable touaejone Fund Unit, subject to
the terms and conditions of the Exchange Agreemetithe Purchase and Sale Agreement. The Purchdstate agreement with
Seaforth contained a purchase price adjustmentlas2006 EBITDA and working capital. Including &éwzhal consideration and
acquisition costs, the total Seaforth purchaseideretion was$118.8 millior
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The acquisition has been accounted for using thehpise method, with the results of operations odlin the financial statements fr
the date of acquisition. The following table sumines the final allocation of the purchase pricesdobon managemeastéstimates of tt
fair values of the assets and liabilities assur

Accounts receivabl $ 8,321
Foreign exchange contrac 1,68¢
Inventories 13,24¢
Prepaid expenst 271
Capital asset 15,64¢
Intangible asset 54,40(
Goodwill 31,25:
Accounts payable and accrued liabilit (6,042
$118,77¢
Consideratior
Cash $ 97,62¢
Exchangeable LP Units (2,000,000 un 18,70(
Acquisition cost 2,45
$118,77¢

The acquired intangible assets are attributebteistomer relationships and recipes and argtsiortized on a straight-line basis over
their estimated useful lives of 10 years and 6 yeaspectively

In accordance with generally accepted accountimiples, the value of the 2,000,000 Exchangealiliéslivas determined based on
average market price of the Fund’s unit for the tvaoling days prior to the announcement on AprjlZID6 and two days following the
announcemen

The final determination of the purchase priaggble was calculated in accordance with the piamvisf the Purchase and Sale
Agreement and reflects the achievement of pre-oétexd EBITDA thresholds as disclosed in the Pureteas] Sale Agreement. The
Fund had entered into an arbitration process wadf@th to determine the final payment on the Femdirchase of the assets of Seal
Creamery Inc. The Fund paid the Vendor $15,330prilR007 representing the minimum undisputed anotithe final payment.
Additional consideration of $8,036 was paid to Yendor as final settlement of the purchase pricgcitordance with the arbitration
settlement ruling, of which $3,164 had been accmitll a resulting adjustment to the original pursdarice paid and goodwill.
Acquisition costs and goodwill have been adjustedafiditional acquisition costs of $107 incurreddaching the settlemet

Bank credit facility

Immediately prior to the purchase of the asséfeaforth, E.D. Smith & Sons Ltd. obtained a reedit facility. The fees associated
with this refinancing have been deferred and amedtiover the 3-year term of the facility. Basechew accounting guidelines effective
January 1, 2007 these costs are now netted aglainfcility for presentation on the balance slaet their amortization is charged to
interest expens:

The $85,000 revolving facility may be useddogoing operating requirements, working capitalireements, general corporate
purposes including the payment of distributionaurezf due to cash flow fluctuations, repaymentxating bank facilities and for
certain acquisitions and investments. The revol¥awgity has no scheduled principal repaymentsmpio May 31, 200¢

In addition to the revolving credit facility,$20.0 million letter of credit was deposited wiitle Escrow Agent for payment of the final
installment of the Seaforth purchase price. Thigteof credit was converted to cash on April 402@nd $15,330 was paid to Seaforth
representing the amount of the minimum undisputadrment of the acquisition. The determination ofrémaining payment to Seaforth
was resolved through an arbitration process wheSsaforth received an additional amount of $8,886570 of this amount was func
from the remaining funds on deposit with the escag@nt and $3,366 was funded from the operatindjtdiaility.

To accommodate the additional credit extendedHeffinal installment of the Seaforth acquisitidme tender has provided a new faci
of $24,000, which is in addition to the existindp$#0 credit facility. Covenants have been amendedidress the higher borrowing
limits.
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The facility contains certain restrictions arduires the achievement of certain financial saéind other covenants. As a result of the
additional credit facility and the substantive énaent of the “tax fairness” legislation (note 1ffle Fund was in breach of certain
requirements of its banking facilities as at Jube2®07. The lender has subsequently provided aments to the credit facility that
cure the covenant breac

The interest costs on the outstanding $97,808lving facility, net of $304 deferred financinges, at June 30, 2007 are at floating rates
based on Canadian dollar prime rate, U.S. basellBOR or bankers acceptance rate plus an appéaalrgin to those rates. The
effective rate on the outstanding revolving fagilt June 30, 2007 was 6.31% (2006 — 6.36%). Tmgl Fhas an interest rate swap
agreement to fix the interest rate on $25,000 efatygregate principal amount of the revolving fgcdt 5.34% per annum expiring in
May 2008. During 2006, the Fund entered into asédoterest rate swap agreement to fix the inteegston an additional amount
ranging from $28,000 to a maximum of $53,000 ofdabgregate principal amount of the revolving fagitit 6.50% per annum expiring

in May 2009.

The maturity dates and other significant termsefihterest rate swap match those of the underiyidgbtedness. The interest rate s
is designated as a cash flow hedge, and is antigffdredge of the interest rate risk. Any changeié fair value of the cash flow hedge
are deferred and not recognized until the hedgets#ictions are recorded in incor

Trust Units issued

The capital contributions by unitholders of the &uame included in Trust Units issued on the codstéid balance sheet as folloy

Units (#)
Compensatiol
Units Units Total
Net Units as of December 31, 20 20,810,97 383,75¢ 21,194,72
Vesting of units subject to forfeitu — 180,18« 180,18«
Net Units as of June 30, 20 20,810,97 563,94 21,374,91
Units ($00C's)
Compensatiol
Units Units Total
Balance December 31, 20 178,58
Amortization of units subject to forfeitu — 52t 52t
Contribution by unitholders to n-controlling exchangeable LP unitholds — — 67
Balance June 30, 20( 179,17.

On June 5, 2006, the Fund issued 7,500,00G @nh# price of $8 per unit realizing proceedsGtf,800 on a second public offering. The
cost of issuing the Units was $4,5!

A total of 310,784 Exchangeable LP Units hagerbexchanged to date: 147,522 during 2005, 163l@6@g 2006 with no exchanges
occurring in 2007. The LP units were exchangedJiits on a on-for-one basis. There was no cost of issuing these.|

Fund Units

The Declaration of Trust provides that an uitleh number of Units and Special Voting Units mayissued. Each Unit is transferable
and represents an equal undivided beneficial isténeany distributions of the Fund and in the amtets of the Fund. All Units have
equal rights and privileges. Each unit entitlestibkler thereof to participate equally in allocas@and distributions and to one vote a
meetings of unitholders for each whole unit helde Tnits issued are not subject to future callassessment

Exchangeable LP Units
The Declaration of Trust provides that Speviating Units are issued to represent voting rightde Trust that accompany the
Exchangeable LP Units. A Special Voting unit wil issued automatically upon the issue o
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Exchangeable LP unit. When an Exchangeableibeitchanged into a Trust Unit, all voting rightsociated with the Special Voting
Unit shall terminate

On June 5, 2006 the Partnership issued 2,00G86hangeable LP Units as part of the purchassadidion described in note 4. An
exchange of Exchangeable LP Units will be paid mt$Jon a one-for-one basis. Exchangeable LP Wity the right to vote at any
meeting that unitholders are entitled to vote angame basis At June 30, 2007 the outstanding nuohiiexchangeable LP Units is
2,278,898

Employee Units

Consideration for the primary acquisition alsduded 654,034 units valued at $6,540 issuectttam employees and directors to
replace existing deferred compensation arrangemeénfithese units 270,276 were subject to forfeiamrangements based upon
continued employment with the Fund or its subsid&arl80,184 units vested as of June 2, 2007 anckthaining 90,092 units will vest
on June 2, 2008 or upon a change in control (n@teAlccordingly, the value of such units are reeafds deferred compensation and
deducted from consideration for the acquisition aitlbe recorded as amortization of deferred castshe forfeiture provisions expire.
During the three months ended June 30, 2007, aratich of deferred compensation costs was $2255(— $300).

Non-controlling interest

Non-controlling interest at June 30, 2007 represdrasttstanding Exchangeable LP Units issued tpréeous owners of EDS
Holdings Inc. and Seaforth by the Partnership. Fagnership initially issued 1,698,187 Exchange&Bl&Jnits and upon execution of
the ove-allotment option, 1,108,505 Exchangeable LP Unisenredeemed by the unitholders of EDS Holdings

On June 5, 2006 the Partnership issued 2,00E®6hangeable LP Units (note 4) to Seaforth atee wf $9.35 per unit, for total
proceeds of $18,700. The issuance of these ExchhlgEP Units resulted in a dilution gain of $2,7

An exchange of Exchangeable LP Units for Uwilsbe on a one-for-one basis. Exchangeable LRdJarry the right to vote at any
meeting that unitholders are entitled to vote angame bas|

At quarter end, non-controlling interest in #hend amounted to 9.63% (2006 — 9.76%). Non-colimigpLinits are not impacted by the
newly enacted tax liability described in note

The Fund declared to the Exchangeable LP unithsliher distributions as disclosed in not
Cumulative distributions

Distributions are made monthly to unitholdef'sezord on the last business day of each monthpaition the 1% of the following
month. Distributions to holders of ExchangeableUrits are declared on the same basis. Distributii@esared during the three months
ended June 30, 2007 were $3,219 (2— $4,214) or $0.15 (200— $0.2562) per Unit

Distributions declared during the six months endedune 30, 2007 were as follows:

Distributior
Period Record Dat Payment Dai Per Unit ¢ Amount §
January 1, 2007 to January 31, 2I January 31, 20( February 15, 20( 0.050( 1,07¢
February 1, 2007 to February 28, 2( February 28, 20( March 15, 200 0.050( 1,07:
March 1, 2007 to March 31, 20! March 31, 200 April 15, 2007 0.050( 1,07:
April 1, 2007 to April 30, 200 April 30, 200" May 15, 200 0.050( 1,07:
May 1, 2007 to May 31, 20C May 31, 200 June 15, 20C 0.050( 1,07:
June 1, 2007 to June 30, 2C June 30, 20C July 15, 200 0.050( 1,07:

Distributions declared on exchangeable LP uhiténg the three months ended June 30, 2007 vazt2 006 — $246) or $0.15 (2006
— $0.2562) per Unit
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11.

12.

Distributions declared during the six months endedlune 30, 2007 to no-controlling interests were as follows

Period Record Dat
January 1, 2007 to January 31, 2I January 31, 20(
February 1, 2007 to February 28, 2( February 28, 20(
March 1, 2007 to March 31, 20! March 31, 200
April 1, 2007 to April 30, 200 April 30, 200"
May 1, 2007 to May 31, 20C May 31, 200
June 1, 2007 to June 30, 2C June 30, 20C

Restructuring costs

Payment Dal
February 15, 20(
March 15, 200
April 15, 2007
May 15, 200
June 15, 20C
July 15, 200

Per Unit ¢
0.050¢(
0.050¢(
0.050¢(
0.050¢(
0.050(
0.050(

Distributior
Amount §

114
114
114
114
114
114

During the first quarter, the Fund recordedrtesturing charges relating to workforce reductibrarges and severance benefits
associated with the closure of the production itgdibcated in Abbottsford, British Columbia. Noditional accrual was recorded this
quarter (2006 — $438). At June 30, 2007, an amoti$i2,033 is included in accrued liabilities refatito these, and previously

recorded, restructuring charg

Other comprehensive income and accumulated other omprehensive los:

June 30, 20C December 31, 20(

Accumulated other comprehensive loss, beginningeabd $ 2572 $ 2,37:

Transition adjustmer 34¢ —

Change in foreign exchange contracts, net of inctames 243 —

Change interest rate swaps, net of income t (392 —

Allocation to minority interes (19 —

Change in cumulative translation adjustm 2,30¢ 19¢

Accumulated other comprehensive loss end of pe $ 5061 $ 2,572
Net change in non-cash operating working capital dances

Three month Three month Six months Six months

endec endec endec endec

June 30, 20C July 1, 200¢ June 30, 20C July 1, 200!

Decrease (increase) in accounts receiv $ 42z $ (3,12) $ 1,18¢ $  18¢

Increase in inventorie (1,057 (1,159 (950 (4,529

Increase in prepaid expens (169 (273) (849) 474

Decrease (increase) in accounts payables and ddébdities 182 (88) 4,63¢ (1,35€)

Decrase (increase) in income taxes recovel 394 44z 294 3

Net change in nc-cash operating working capital balan $ (228 $ (4,199 $ 4,3 $ (6,179

Related party transactions

On February 11, 2005, EDS Holdings Inc. acqlite business of North Coast Processing GrouptiiNGwast). Payment of $1,000
(US$) was made this quarter and up to an additio&$i4.4 million is payable to the vendor over a&é#year period, or upon a changt
control (note 16), based on the achievement o&irefinancial results of the acquired business utite provisions of the amended
promissory note. The original purchase price oftN@oast has been adjusted to reflect this paymithtan increase to goodwi
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14.

Financial instruments
Credit risk

At June 30, 2007, the Fund’s accounts recedvatgluded one customer that represented morelib#nof the total accounts receivable
balance. The customer’s outstanding balance rem®eg8% (2006 — 17%) of the total accounts recdé:akhis account is paid
regularly within normal commercial terms. During thuarter ended June 30, 2007, this customer mmeEE23% (2006 — 24%) of
total revenue

Interest rate risk

The Fund is exposed to interest rate risk ingbent of changes in the Canadian prime rate, ha&e rate, LIBOR or bankers acceptance
rate on the revolving credit facility. The Fund lesdered into an interest rate swap contract wita@proved creditworthy counterparty
to manage current and anticipated exposure toeistteate risk through May 2, 2008 on $25,000 aggeegrincipal amount on the
revolving credit facility. During 2006, the Fundtered into a second interest rate swap agreemdintttte interest rate on an additional
amount ranging from $28,000 to a maximum of $53,00Me aggregate principal amount of the revolviamgility at 6.50% per annum
through to May 200¢

Foreign exchange risk

The Fund is exposed to Canadian/US$ curremicyuations on cross-border transactions and oslaton of the net investment in, and
earnings of E. D. Smith, Inc., and E. D. Smith UBA. The Fund hedges the foreign currency exposnr@nticipated US$ inventory
purchases with derivatives that have a total natiamount of $10,482 over a 2 year period. On 83,8t Fund is required to buy US$
(sell Canadian dollars) at US/Cdn $1.24 and on $8¥3Fund is required to buy US$ (sell Canadidtak) at US/Cdn $1.190 and on
$1,167, the Fund is required to buy US$ (sell Caradollars) at US/Cdn $1.191. On the other hathefnotional amount, the Fund t

a call option to buy US$3,201 at US/Cdn. $1.241d68873 at US/Cdn $1.190 and US$1,167 at US/Cdro$1The fair value of the
foreign currency agreement as at June 30, 200@septs an unrealized loss of $8

A foreign currency loss of $236 (20— $379) from operations has been recorded during ¢neg ended June 30, 20(
Commitments
a. Lease commitments

The Fund has entered into agreements to leas@iges, equipment and computer hardware undeatipgtease agreements expiring at
various dates to 2011. In aggregate, the commitrtetal $9,989. The future minimum rental payméateach of the next five years
are as follows

2007 1,70/
2008 2,971
2009 2,30t
2010 1,632
2011 1,371

$ 9,98¢

b. Commodity commitments

The Fund regularly commits to purchase comnexlin advance in the normal course of businesstt$érm letters of credit, which are
not material in amount, are used from time to timthis process. At June 30, 2007 the Fund hadeagde purchase commitments of
$38,010.
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Segmented information

During the period, the Fund operated one reptetsegment: the manufacturing and marketinguitf, fsauce and oil based food
products. The Fund has two geographic segmentadasemd United State

June 30, 200 July 1, 200¢
Canade United State: Total Canade United State: Total
$ $ $ $ $ $
REVENUE
Three months ende 45,77: 34,05¢ 79,83 33,83( 22,36! 56,19!
Six months ende 89,88 65,43« 155,31¢ 60,82( 36,72¢ 97,54¢
June 30, 200 July 1, 200¢
Canade United State: Total Canade United State: Total
$ $ $ $ $ $
Assets 268,08 36,23: 304,32: 263,70° 40,92¢ 304,63t
Intangibles 84,33! 7,02 91,35! 88,52 8,16( 96,681
Goodwill 86,34« 5,18¢ 91,52¢ 81,36¢ 4,507 85,87¢

16.

Revenue by geographic segment is determined basedumtry of destinatior
Proposed Transaction with TreeHouse Foods, In

On June 25, 2007, the Fund announced thasiehtered into a definitive agreement (the “Agresif)evhereby TreeHouse Foods, Inc.
(“TreeHouse”) will acquire substantially all of thssets of the Fund, consisting of all of the @uging shares of E.D. Smith & Sons,
Limited (“EDSS"), all of the outstanding sharestoD. Smith & Sons GP Ltd., certain indebtednes&.Bf. Smith & Sons, Limited and
all of the LP units of E.D. Smith LP. Under the egyment, TreeHouse will acquire the assets of timel far approximately $217 million
in addition to the assumption of existing debt tmadsaction costs (the “Offer”). This transactieranticipated to allow the unitholders
of the Fund to receive up to $9.15 per unit subjeet holdback of $0.60 per unit to cover certaintmgencies associated with a
potential tax liability, expenses and wind up co$tse potential liability in respect of these takated contingent liabilities may, in
certain circumstances, exceed the $0.60 per ukdbhok that the Fund announced would be establisheétie completion of the
transaction with the Purchaser. The Fund has etgtmnan the basis of information available to &ttthe additional liability could be in
the range of $0.15 to $0.20 per unit. If this aiddil liability arises, the proceeds from the satrild be used to pay these liabilities. -
proceeds, net of the potential tax liabilities, expes and wind-up costs, would be used to prowvidihé redemption of Units by the
Fund. The Fur’'s Trustees, following the recommendation of itsisahs, unanimously approved the transact

Certain aspects of the transactions completedwrrently with the Fund’s IPO were structureé@imanner that may have created an
unintended potential tax liability. The Fund beéewhat this was inadvertent and the Partnersli@mpplied to the Ontario Superior
Court of Justice (the “Court'fpr an order rectifying the documentation assodiatéh these transactions to correctly reflectititentior
of the parties to the transactions which, in tuvauld eliminate the possibility of these unintendaxi consequences (the “Request”). A
hearing relating to the Request has been schethiédigust 24, 2007. The Canada Revenue Agency £CRas been notified of the
hearing and the Request. The CRA may not fully supihe Request. Discussions with the CRA to deirseriis position on the Request
are ongoing. The decision to accept or reject thguest by the Court is indeterminable as at the afathese interim consolidated
financial statement:

Completion of the Offer is subject to certain cuséoy conditions, including, among other thingsyéhieeing validly deposited under 1
Offer and not withdrawn, that number of units tbamstitutes at least 66 2/3% of the issued andandg units of the Fund (calculated
on a fully diluted basis). A special meeting of thetholders to approve the terms of the agreemasteen set for September 27, 2007
and the transaction is anticipated to close du@utpber of 2007
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19.

The Agreement also provides for, among othiegt) a “no-shop” restriction on the part of thenBuln certain circumstances, the Fund
may terminate the Agreement or withdraw its recomaia¢ion to unitholders to accept the Offer. In #went, the Fund would be
required to pay an $8 million termination fee t@@hnouse

Income Taxes

On June 12, 2007 the proposed “tax fairneggSlation on publicly traded Income Trusts receittéidd reading in the House of
Commons and is considered “substantively enacteiféctive January 1, 2011, the Fund will be reqiiite pay tax at the rate of 31.5%
on distributions to unitholders resulting in thdtbalder receiving 68.5% of distributions declar&tie unitholder will receive the
equivalent of a dividend tax credit for the amoahthe distribution paid by the fund. Currentlyethund does not pay income tax
provided distributions to unitholders exceed th@ant of the Fun’'s income that would otherwise be taxal

The passing of the legislation requires thedRianrecord future taxes on all temporary timinfjedences present at the time of
substantive enactment. The amount of the futurestagcognized is based on the expected timingefarsal of the tax differences.
Timing differences reversing before January 1, 28rEltaxed at a nil rate, while timing differencegersing after January 1, 2011 are
taxed at a rate of 31.5%. The impact of the sulistaenactment of the tax legislation is a non-dasbme tax expense of $9,123 in the
second quarte

Comparative consolidated financial statements

The comparative consolidated financial statedmbave been reclassified from statements prewiquelsented to conform to the
presentation of the 2007 consolidated financidakstants

Differences between Canadian and United States ofrerica Generally Accepted Accounting Principles

The consolidated financial statements of thedHuave been prepared in accordance with accouptingiples generally accepted in
Canada (“Canadian GAAPtyhich in most respects, conform to accounting pples generally accepted in the United States otAce
(“U.S. GAAP"). The significant differences as thagply to the Fund are shown below. All amountsiathousands (unless otherwise
noted) and in Canadian Dollars. Where applicablke tax rate applied to the adjustments is 34.

Consolidated statements of earnings in accordaitbelhS. GAAP are as follow:

Six months Six months
ended ended
June 30,2007 June 30, 200¢
(Loss) Earning— Canadian GAAF $ (7,84¢) $ 6,097
Dilution gain adjustment (t — (2,68¢)
(Loss) Earning— U.S. GAAP $ (7,849 % 3,40¢
Earnings per Fund Un
Basic $ 0.37) $ 0.2¢
Diluted $ 037) % 0.2z
Weighted average units outstand
Basic (actual, not in thousanc 21,222,75 14,701,22.
Diluted (actual, not in thousanc 21,222,75 15,541,15
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Consolidated balance sheets in accordancelhW@hGAAP are as follows:

ASSETS

Current Assets

Cash and cash equivalel
Accounts receivabl— trade
Inventories

Prepaid expenst

Derivative financial instrumen
Income taxes recoverak
Future income taxes (

Total current assets

Capital assets, n

Deferred cost, net (¢

Derivative financial instruments (
Intangible asset

Goodwill (b,d)

Total Assets

LIABILITIES AND UNITHOLDERS ’' EQUITY

Current liabilities

Accounts payable and accrued liabilit
Deferred incomt

Purchase price payak

Distributions payable to unitholde

Distributions payable to exchangeable LP unithai

Derivative financial instruments (
Total current liabilities

Bank credit facility (g}
Deferred incom
Future Income taxes (
Total liabilities

Non-controlling interest (e)
Temporary Equity (a)

Unitholders’ equity

Trust units issued (¢

Deficit (a,d)

Accumulated other comprehensive loss (
Total unitholders’ equity

Total liabilities and unitholders’ equity
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CDN GAAP U.S. GAAFP CDN GAAP U.S. GAAP
At June At June At Decembel At Decembel
30, 2007 30, 2007 31, 2006 31, 2006

$ 2,28( $ 2,28( $ 1,33¢ $ 1,33¢

22,08¢ 22,08¢ 23,71¢ 23,71¢
43,20( 43,20( 42,87: 42,87
1,97¢ 1,97¢ 1,13: 1,13:
25% 25% — —
47 47 33¢ 33¢
762 762 97¢€ 1,25¢
70,61( 70,61( 70,37: 70,64¢
50,19¢ 50,19¢ 50,75¢ 50,75¢
37:¢ 677 954 954
264 264 — 21C
91,35! 91,35! 96,68: 96,68!
91,52¢ 91,29¢ 85,87¢ 82,957
304,32: $304,39¢ $ 304,63t $ 302,20
$ 26,00¢ $ 26,00¢ $ 22,29: $ 22,29:
43¢ 43¢ —
— — 18,49 18,49
1,07: 1,07< 1,07: 1,07:
114 114 11E 11¢&
82( 82( — 74C
28,45¢ 28,45¢ 41,97" 42,71F
97,80: 98,10: 75,46¢ 75,46¢
1,87( 1,87( — —
17,16t 17,16t 11,07¢ 11,17¢
145,29; 145,59¢ 128,52 129,35!
16,19¢ 16,15¢ 17,10: 17,06(
— 152,58 — 101,71¢
179,17: — 178,58( —
(31,280 (4,920) (16,999 56,95(
(5,067) (5,020) (2,577) (2,879
142,83: (9,940 159,01! 54,07:
$ 304,32: $304,39¢ $ 304,63t $ 302,20




Unitholder’ Equity

Under adoption of EITF D-98 “Classification akiéasurement of Redeemable Securities”, the Furwtde the redemption value of all
outstanding Trust units as temporary equity onctiresolidated balance sheets. The amount includddrfitholders’ Equity is reduced
by an amount equal to the redemption value of fustTunits as at the balance sheet date. The rdaemyalue of the Trust units is
determined with respect to the trading value offbad, and the amount of the redemption valueaissified as temporary equity. Under
Canadian GAAP, all Trust units are classified aghémders’ Equity. At June 30, 2007 and DecemberZ8D6, the Fund has classified
$152,582 and $101,719 respectively, as temporaryyeip accordance with U.S. GAAP, after adjustthg amount to the redemption
value.

As of and for the six months ended June 30720@ 2006, the Trust units were reduced to themgdion value by $26,590 and
$28,225, respectively, with the offset being reearthrough Unitholders’ Equity. For the year enBetember 31, 2006, the Trust units
were reduced by $76,861. Upon adjustment to them@tion value, the unitholder value was reclagsifie temporary equit

Dilution Gain

In 2006 the Fund recorded a dilution gain ughemissuance of a subsidiary’s securities (ExchabigeUnits) in connection with a
purchase of a business. For Canadian GAAP purptsegxchangeable Units were measured using thage@rice 2 days before and
after April 20, 2006. For U.S. GAAP purposes, tkehmngeable units were measured as of the consuamutite, June 3, 2006. By
measuring the Exchangeable Units at the consummadtite, the dilution gain was reduced by $2,688® under U.S. GAAF

Derivatives and Other Financial Instrume

Statement of Financial Accounting Standard$A&S”) No. 133, “Accounting for Derivative Instrumisrand Hedging

Activities” (“SFAS133"), as modified by SFAS No. 83Accounting for Certain Derivative Instrumentsda@ertain Hedging

Activities”, establishes accounting and reportitenslards requiring that every derivative instruntantecorded in the balance sheet as
either an asset or liability measured at its faiue, and that change in the fair value be recegharrently in earnings unless specific
hedge accounting criteria are met. This statermentires an entity to establish, at the inceptioa bédge, the method it will use for
assessing the effectiveness of the hedging derévatid the measurement approach for determininmédfiective aspects of the hedge.
Those methods must be consistent with the ¢ s approach to managing ris

For Canadian GAAP purposes the Fund identifiederivative financial instruments as cash floxdges, which include interest rate
swap agreements and hedges of foreign currenctpfitions. The interest rate agreements adjustatiable rate debt to fixed rate debt.
The foreign currency hedges were put in place dukd exposure to Canadian/US Dollar currency tdiatbns on cross border
transactions

Effective January 1, 2007, the Fund adoptedAC8&ction 3855 —Financial Instruments — Recognition and Measurement
Section 3865 — Hedges, and Section 1530 — Comighdncome This effectively eliminates U.S. GAAP differendes periods
after January 1, 200
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The following adjustments were made to reconcite@anadian GAAP to U.S. GAAl

At June At December

30, 2007* 31, 2006
Derivative asset increa: $— $ 21C
Derivative liability— increase — 74C
Other comprehensive lo — (34¢)
Increase to future income tax as — 277
Increase to future income tax liabili — 95
CICA Sections 3855, 3865, and 1530 were adoptedadari, 2007, and therefore no difference ex

Six months Six months

ended June ended June

30, 2007 30, 2006

Other comprehensive lo $— $(190)

Tax credit adjustmer

For purposes of Canadian GAAP, the Fund rea@aghpreviously unrecognized income tax credit céorwards ($230) of an acquired
entity through the Consolidated Statements of Bgand Deficit, net of tax in fiscal 2005. Howewander U.S. GAAP, subsequent
realization of previously unrecognized tax benaditan acquired entity would first be applied todwill arising on the purchase, then
to intangibles and finally to earnings. The reqdiagljustment at June 30, 2007 and December 31,i20i8%d below. There is no
impact on the Consolidated Statements of Earniagthe six months ended June 30, 2007 and <

The following adjustments were made to reconcilagdiian GAAP to U.S. GAAF

At June At December

30, 2007 31, 200€
Decrease in goodwi $23C $23C
Increase in defici 23C 23C

Comprehensive income (los

The Fund provided a Comprehensive income setefor the six months ended June 30, 2007. Onalgriy 2007, the Fund adopted
CICA 3855, 3865, and 1530, which is equivalenti® t).S. GAAP method of accounting for derivativetinments. Comprehensive
income for the six months ended June 30, 2007 808 are as follows

Comprehensive income for the six months ended 30n2007 and 2006 is as follow
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Six months Six months

ended June ended June
30, 2007 30, 200€

(Loss) earning— U.S. GAAP $ (7,849 $ 3,40¢
Change in foreign exchange contracts, net o (243 (50%)
Change in interest rate swaps, net of 392 31t
Minority interest 19 18
Change in cumulative translation adjustm (2,309 (1,299
Total comprehensive incon $ (9,98¢) $  1,94¢

Financial statement subtot:

The Fund presents funds from operations befbamges in non-cash working capital as a subtotdlae consolidated statement of cash
flows. This line item would not be presented iraaltflow statement prepared in accordance with G/AP.

The Fund presents earnings before interesimedaxes, amortization, non-controlling interasig dilution gain. This line item would
not be presented in a consolidated statement ofregr and deficit prepared in accordance with GSAP.

Deferred debt issue cos

For Canadian GAAP reporting purposes, as dtresSthe adoption of CICA 3855, the Fund netteddebt issue costs with debt on the
Consolidated Balance Sheet at June 30, 2007. FRr@AAP reporting purposes, debt issue costs {gt#304 thousand) were
reclassified as deferred costs at June 30, 200¥ r83ult was an increase to debt and deferred cbte same amount. This adjustment
does not impact other periods or the Consolidatate®ents of Earnings and Defic

Recent U.S. Accounting Standal

In September 2006, the FASB issued SFAS 15i \Fdue Measurement,” which defines fair valugabtishes a framework for
measuring fair value, and expands disclosures daoutalue measurements. The provisions of SFABdr® effective for fiscal years
beginning after November 15, 2007. The Fund isenily evaluating the impact SFAS 157 will have wrfinancial statement

In February 2007, the FASB issued SFAS No. Th@, Fair Value Option for Financial Assets and Fingl Liabilities — Including an
amendment of FASB Statement No. MGich permits measurement of financial instruraetd other certain items at fair value. SFAS
No. 159 does not require any new fair value measentés. SFAS No. 159 is effective for financial staénts issued for fiscal ye:
beginning after November 15, 2007. Early adoptfopearmitted provided that SFAS No. 157 is conculyeadopted. The Fund is
currently evaluating the impact SFAS No. 159 wélk on its financial statemen

Page 49






Exhibit 99.3

Unaudited Pro Forma Condensed Combined Financial [formation

On October 15, 2007, TreeHouse Foods, Inc. (“Tresdy completed its acquisition of all the opergtassets of the E.D. Smith Income
Fund (“ED Smith”) and related liabilities. Immedi§t following the completion of the acquisitionE.Smith became a division of
TreeHouse’s operating subsidiary, Bay Valley Foad €.

The purchase price paid for ED Smith by TreeHouas approximately $340 million at October 15, 20@5&ed on the exchange rate of
$1.01963 U.S. Dollars for each Canadian dollarebfer 10, 2007, (the date TreeHouse purchased Canadingito complete the
purchase), including the payment of existing dabdt transaction expenses. The all cash acquisitiafinanced through borrowings under
TreeHouse's existing $600 million credit facility.

The unaudited pro forma condensed combined finhat@gements have been prepared using the puromeibed of accounting in accordance
with Statement of Financial Accounting Standards Nt, Business Combinations (SFAS 141). Undepthrehase method of accounting,
the total estimated purchase price is allocatetidmet tangible and intangible identifiable asseis liabilities based on their estimated
relative fair values. TreeHouse management has madeliminary allocation to the net tangible antngible assets acquired and liabilities
assumed based on preliminary estimates. A valuatiatysis was used to establish the fair valub@BD Smith inventory, real estate,
machinery and equipment and the fair value of ifiabte intangible assets. At the date of thisfij the valuation is not yet complete. As a
result of the final valuations, values and usefidd assigned to these assets could change. Mapag&ralso assessing certain liabilities
assumed in the transaction.

The following unaudited pro forma condensed comthin@ance sheet has been prepared to give efféue mcquisition as of June 30, 2007,
and is based on the assumptions and adjustmeruskeesin the accompanying notes. The ED Smith alichsted balance sheet included in
the unaudited pro forma condensed combined finhat@tements is as of June 30, 2007.

The following unaudited pro forma condensed comibineome statements are based on TreeHouse’s ydad ®@ecember 31, 2006 and the
six months ended June 30, 2007 and have been ptefagive effect to the completed acquisition fa¥amuary 1, 2006, the beginning of
TreeHouse’s most recently completed fiscal yeae iflcome statements are based on the assumptidrslprstments described in the
accompanying notes and are not indicative of wimatictual results would have been had the acquiditten completed on a different date
nor do they purport to indicate the results of fataperations. The ED Smith consolidated statenwritecome included in the unaudited pro
forma condensed combined financial statementsasedon the twelve-month period ended Decembe&2®15 and the six-month period
ended June 30, 2007.

The unaudited pro forma condensed combined statsmoémcome do not include the impacts of any nene cost or other synergies that
may result from the acquisition or any relatedregtiring costs. Cost savings, if achieved, coaklilt from, among other things, material
sourcing and elimination of redundant costs, iniclgdheadcount and facilities. In addition, thereyrba restructuring and other exit costs and
non-recurring costs related to the integration Df&mith. The purchase price includes managemestihate of costs for plant and process
rationalization and headcount reductions, whichracegnized in the opening balance sheet in acnosdwith EITF 95-3.




Based on TreeHouse’s review of ED Smith’s summasignificant accounting policies disclosed in EBigh'’s historical financial data, the
nature and amount of any adjustments to the histiiinancial data of ED Smith to conform their agnting policies to those of TreeHouse
are not expected to be significant. Further revaéD Smith’s accounting policies and financialtstaents may result in revisions to ED
Smith’s policies and classifications to conformrth® TreeHouse’s accounting policies.

The unaudited pro forma condensed combined balkstmeet and unaudited pro forma condensed combiredi® statements should be read
in conjunction with TreeHouse’s Annual Report onrRd.0-K for the year ended December 31, 2006 filét the Securities and Exchange
Commission on February 27, 2007 and TreeHouse Fdaocifterim financial statements on Form 10-Qtfoe quarters ended March 31,
2007 and June 30, 2007. and ED Smith consolidateddial statements for the year ended Decembe2@®g and for the period June 3, 2

to December 31, 2005 and the consolidated finastaéments for the three and six month interinioperended June 30, 2007 and June 30,
2006, included herein as Exhibit 99.1.




TreeHouse Foods, Inc.
Unaudited Pro Forma Condensed Combined Balance Shee
as of June 30, 2007
(in thousands)

Canadian GAAP

As Reported E.D. Smith Pro Forma
TreeHouse Foods, Inc Income Fund Pro Forma U.S. GAAP TreeHouse Foods, Inc
June 30, 2007 June 30, 2007* Adjustments Adjustments** June 30, 2007
Total current asse $ 283,33: $ 66,21: $ 1,99 2 $ —
(715 1
814 3 $ 351,63«
Property, plant and equipment, | 213,49¢ 47,06¢ (4,142 4 — 256,42!
Goodwill 432,43( 85,827 (85,82¢) 1 —
150,59¢ 5 583,03(
Identifiable intangible assets and othe
assets, ne 86,70¢ 86,25’ (85,66() 1 —
107,85: 5 195,15
Total asset 1,015,96! 285,36. 84,91« $ — 1,386,24
Total current liabilities 96,697 26,68: 13,85¢ 7 — 137,23:
Long-term debi 284,41: 91,71( (91,710 1 —
312,57 7 596,98t
Deferred income taxe 7,68: 16,09¢ (16,09¢) 1 —
15,07¢ 3 22,75¢
Other nor-current liabilities 27,12( 1,752 33¢ 6 — 29,21:
Non-controlling interes — 15,19( (15,190 1 — —
Total stockholde's equity 600,05¢ 133,93: (133,93) 1 — 600,05¢
Total liabilities and stockhold's equity $ 1,015,96! $ 285,36. $ 84,91« $ — 8 1,386,241

* Translated from Canadian dollars at June 30, 20€ivig the conversion rate on June 30, 2007 of $D €40.9377 USD
**  none

Note 1. Pro forma adjustments

The following pro forma adjustments are based onagament’s preliminary estimates of the valueseftangible and intangible assets
acquired and are subject to change.

1. To eliminate the historical deferred taxexydill, identifiable intangible assets, debt, eguihd non-controlling interests related to the
acquired E.D. Smith Income Fund busine

2.  Torecord the impact of preliminary purchasecainting adjustments as required by FASB Statefhé&ht— finished goods inventory
increase to fair value

3.  To record the impact of preliminary purchasecainting adjustments as required by FASB Statefh&ht— deferred income tax
adjustments

4.  To record the impact of preliminary purchasecainting adjustments as required by FASB Stateriéht— property, plant and
equipment decrease to fair value ($1,999) and deeserves related to exit activities ($2,1

5. To record the impact of preliminary purchasecainting adjustments as required by FASB Statefh&ht— record to goodwill and
identifiable intangible assel

6. To record the impact of preliminary purchasecanting adjustments as required by FASB Stateriht—supply agreement fair vali
adjustment, increase in liabilit

7. To record acquisition related debt used telpase the E.D. Smith Income Fund business andraagdction related costs and record
accrued exit costs ($13,85!

Note 2. Purchase price allocation
The preliminary purchase price allocation and udefes related to the acquired business are d@vist

Cash paid for business $203,72.
Debt Assumed 97,14¢
Estimated acquisition related cost 11,70¢
Total cash pail $312,57.
Preliminary

Preliminary Purcha: Estimatec



Description Price Allocation Useful Lives
Inventory $ 42,49¢

Other current asse 25,80:

Property, plant and equipme 42,92¢ 1to 24 yeal
Trade name 26,42« Indefinite
Customer list: 79,77( 1C-15 years
Recipes and oth¢ 2,257 8 months to 5 yea
Goodwill 150,59¢ Indefinite
Total assets acquire 370,27

Current liabilities (26,687)

Accrued Exit Cost: (13,859

Other lon¢-term liabilities (2,092)

Deferred taxe (15,079

Total liabilities acquirec (57,709

Net asset acquire $ 312,57:




TreeHouse Foods, Inc.
Unaudited Pro Forma Condensed Combined Income Stateent
for the Year Ended December 31, 2006
(in thousands, except per share data)

Canadian GAAP

As Reported E.D. Smith Pro Forma
TreeHouse Foods, Inc Income Fund u.S. TreeHouse Foods, Inc
Year Ended Year Ended Pro Forma GAAP Year Ended
December 31, 200! December 31, 200€ Adjustments Adjustments December 31, 200
Net Sales $ 939,39t $ 216,41« $ — $ 1,155,81
Cost of Sale: 738,81¢ 174,82: — — 913,64:
Gross Profit 200,57¢ 41,59: — — 242,16¢
Operating expenst 116,22« 38,19: 81z 1 — 155,22
Operating Incom 84,35¢ 3,40( (812 — 86,94
Other expens 12,32( 1,46¢ 15,41% 2 2,371 4 31,57«
Income from continuing
operations before income tax 72,03¢ 1,93 (16,227 (2,379 55,36¢
Provision for income taxe 27,33 (2,750 (6,329 3 — 18,25!
Income (loss) from continuing
operations $ 44,70: $ 4,68 $ (9,899 $ (2,37) $ 37,11t
Weighted average common sha 31,15¢ 31,15¢
Basic 31,39¢ 31,39¢
Diluted 1.4: 1.1¢
Basic earnings per she 1.42 1.1¢

Diluted earnings per sha

* Translated from Canadian dollars using the averatgefor the fiscal year ended December 31, 20G8L.dEAD = $0.88206 USL
Note 1. Pro Forma Adjustments

The following pro forma adjustments are based onagament’s preliminary estimates of the valueseftangible and intangible assets
acquired and are subject to change.

1. Net reduction in depreciation and amortizatinpesse based on fair value adjustments, and eltromaf public company costs. The
details of the adjustment are listed below.

Depreciation expense on revalued as $ 4,97¢
To eliminate previously recorded deprecial (3,929
Amortization expense on identifiable intangibleeds 7,26t
To eliminate previously recorded identifiable ass®brtizatior (6,069
To eliminate previously recorded public companyte (1,129
To eliminate previously recorded debt issue cosiréimation (309

$ 81z

2. Net increase in other expenses

To record interest expense on debt incurred toise@uD. Smith Incom:

Fund at the current rate of 5.527! $18,78¢
To eliminate previously recorded interest expe (3,779
To eliminate previously recorded r-controlling interest expen: (1479)
To eliminate previously recorded exchange gainelt éxtinguishmer 552

$15,41¢

3 To tax effect adjustments at 39%.

4 To adjust the dilution gain in accordance witlsUGAAP




TreeHouse Foods, Inc.
Unaudited Pro Forma Condensed Combined Income Stateent
for the Six Months ended June 30, 2007
(in thousands, except per share data)

As Reported
TreeHouse Foods, Inc
Six Months Ended

Canadian GAAP
E.D. Smith
Income Fund

Six Months Endec Pro Forma

U.S. GAAP

Pro Forma
TreeHouse Foods, Inc
Six Months Ended

June 30, 200% June 30, 2007 ° Adjustments Adjustments** June 30, 2007
Net Sales $ 515,01! $ 136,98¢ $ 652,00:
Cost of Sale: 409,31 115,32! — — 524,64«
Gross Profit 105,69¢ 21,66¢ — — 127,36(
Operating expenst 70,57( 19,55¢ (1,47¢) 1 — 88,65(
Operating Incom 35,12¢ 2,10¢ 1,47¢ — 38,71(
Other expens 7,801 3,18¢ 6,36€ 2 — 17,35
Income from continuing operations
before income taxe 27,32¢ (2,080 (4,889 — 21,35]
Provision for income taxe 10,51¢ 5,841 (1,906) 3 — 14,45¢
Income (loss) from continuing
operations $ 16,80¢ $ (6,92) $ (298 $ — 3 6,90
Weighted average common sha 31,20: 31,20:
Basic 31,30¢ 31,30¢
Diluted 0.54 0.2z
Basic earnings per she 0.54 0.22

Diluted earnings per sha

* Translated from Canadian dollars using the averatgefor the six months ended June 30, 2007 of 8D € $0.88199 USD

**  none

Note 1. Pro Forma Adjustments

The following pro forma adjustments are based onagament’s preliminary estimates of the valueseftangible and intangible assets

acquired and are subject to change.

1. Net reduction in depreciation and amortizatinpesse based on fair value adjustments, and eltromaf public company costs. The

details of the adjustment are listed below.

Depreciation expense on revalued as

To eliminate previously recorded deprecial

Amortization expense on identifiable intangibleeds

To eliminate previously recorded identifiable ass®brtizatior
To eliminate previously recorded public companyte

To eliminate previously recorded debt issue cosiréimation

2. Net increase in other expenses

To record interest expense on debt incurred toiee@uD. Smith

Income Fund at the current rate of 5.527
To eliminate previously recorded interest expe

To eliminate previously recorded r-controlling interest expen:

3 To tax effect adjustments at 39%.

$ 2,29
(2,551)
3,441
(4,110
(395)
(15¢)

$ (1,479




