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PART I 
  

Item 1.                                   Business. 
  
Overview 
  

Our company is a worldwide leader in the marketing of low-calorie tabletop sweeteners, with an estimated 22% dollar share 
as of December 31, 2007 of a stable global retail market, which we estimate at $1.6 billion.  We believe that our company has the 
leading dollar market share as of December 31, 2007 in almost half of what we estimate as the top 20 markets for low-calorie tabletop 
sweetener sales.  Our premium-priced brands, Equal® and Canderel®, are among the most recognized low-calorie tabletop sweetener 
products in the world, with aided brand awareness estimated at between 90% and 95% in our four top markets.  In addition to Equal® 
and Canderel®, we market our products under 18 other regional brands that enjoy significant brand recognition in their target 
markets.  We sell our brands in over 90 countries. 

  
Our business is the result of over 25 years of history in the low-calorie tabletop sweetener industry, first as a division of G.D. 

Searle & Co. (“Searle”) and later Monsanto Company (“Monsanto”).  Searle invented the key sweetening ingredient in many of our 
products, aspartame, in 1965.  Aspartame was first approved for consumer use in France in 1979, where Searle marketed the product 
under the Canderel® brand.  By the early 1980s, Canderel® was being marketed in much of Europe.  In 1981, the U.S. Food and 
Drug Administration approved the tabletop use of aspartame.  The following year, Searle launched Equal® in the United States.  
Monsanto entered the sweetener market in 1985 through its acquisition of Searle. Our company is a Delaware corporation that was 
formed in 2000 by an investor group led by an affiliate of Pegasus Capital Advisors, L.P. to acquire Monsanto Company’s tabletop 
sweetener business. 

  
This business legacy has provided us with a global infrastructure dedicated to the manufacture, marketing and distribution of 

low-calorie tabletop sweeteners.  Our worldwide headquarters is located in Chicago, Illinois, and we have principal regional offices in 
Mexico City, Mexico, Neuchâtel, Switzerland, Paris, France and Singapore.  We own and operate manufacturing facilities in Manteno, 
Illinois and Zarate, Argentina and own processing lines that are operated exclusively for us at plants located in Bergisch and Stendal, 
Germany and Bangkrason, Thailand.  As of March 28, 2008, we had 20 active direct and indirect subsidiaries, including five 
subsidiaries in the United States, six subsidiaries in Europe, five subsidiaries in Mexico, Central America and South America, and 
three subsidiaries in the Asia Pacific region, including Australia and India.  In addition, our Swiss subsidiary holds a 50% interest in a 
joint venture in the Philippines. 

  
Our core business continues to be products sweetened with aspartame, and the Equal® and Canderel® tabletop sweetener 

products accounted for approximately 85% of our net sales in 2007.   The majority of our eighteen other regional brands around the 
world are also sweetened with aspartame. 

  
Sales Trends and Strategy 
  

Our company’s premium-priced brands had enjoyed a strong market position among low-calorie sweeteners in many of our 
key markets.  In recent years, however, we have faced significant competition from McNeil Nutritionals LLC, a subsidiary of 
Johnson & Johnson (“McNeil”), which markets and distributes the artificial sweetener Splenda®.  Splenda® is sweetened with 
sucralose, which is produced through a complex chemical process that converts sucrose molecules into a synthetic compound. From 
December 2002 to December 2007, Splenda®’s dollar share of the United States retail grocery market has grown from approximately 
15% to 61% and has surpassed that of Equal® to become the number one premium low-calorie sweetener in the United States.  While 
we believe that the introduction of Splenda® has increased the size of the market for low-calorie sweeteners in general, our net sales 
have declined during this period, particularly in North America which had accounted for 46% and 40% of our net sales in 2003 and 
2007, respectively.  As a result of declining net sales, we have experienced significant declines in our Bank EBITDA from $110.2 
million in 2003 to a low of $67.2 million in 2006 before increasing to $69.9 million in 2007.  For a description of Bank EBITDA and 
a reconciliation of Bank EBITDA to cash flow from operating activities, see “Management’s Discussion and Analysis of Financial 
Condition and Results of Operations—Liquidity and Capital Resources”. 

  
A new management team launched efforts to revitalize our company’s business.  Paul Block was appointed Chief Executive 

Officer in November 2004 and has led an initiative to strengthen our company’s core brands, improve the efficiency of our operations, 
reduce costs and transform our company into a sweetener and sweetened food company.   Mr. Block has recruited individuals from 
outside our company and promoted individuals from within the organization to form a  
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new senior management team with the goal of developing a culture of innovation with a focus on the development and launch of new 
products designed to revitalize the existing customer base and attract new consumers. 

  
Our company seeks to stabilize and then grow revenues through the following five strategic initiatives: 

  
•                  Promote new usage among existing consumers and expand the Equal® and Canderel® brand positioning to attract 

new consumers through invasive marketing campaigns and improved sales execution. 
  
•                  Increase the pace of product innovation to bring new products and brand extensions to the market, including 

products sweetened with high intensity sweeteners other than aspartame. 
  
•                  Develop and test products that have the potential to transform our company’s brand portfolio, including by building 

a platform for all natural, low-calorie sweeteners and sweetened foods. 
  
•                  Dedicate significant resources to improving the efficiency of operations by, among other things, implementing 

programs to streamline manufacturing capabilities and improving the efficiency of certain support services.  We 
have successfully reduced costs and made our business more efficient, which has significantly contributed to the 
current stabilization of Bank EBITDA over the past two years. 

  
•                  Offer private label low-calorie sweeteners to retail and food service customers and leverage supply chain expertise 

globally. 
  

Beginning in 2005, we have pursued a strategy to stabilize the cash flows from operations generated by our core business.  
We have successfully reduced costs and made our business more efficient, which has significantly contributed to the current 
stabilization of Bank EBITDA compared to 2005.  These efforts resulted in cost savings of approximately $16 million and $10 million 
in 2006 and 2007, respectively.  While management will continue to seek more cost savings, it is anticipated that the opportunities for 
additional cost savings will diminish as a result of improved efficiencies throughout the organization.  Our company generated Bank 
EBITDA of $68.0 million, $67.2 million and $69.9 million in 2005, 2006 and 2007, respectively.  Net sales dropped by a precipitous 
12% from 2004 to 2005, and, although net sales have continued to decline, the rate of decline has moderated substantially.  Our 
company generated net sales of $305.0 million, $293.9 million and $290.2 million in 2005, 2006 and 2007, respectively.  Despite 
recent declines in net sales, our premium brands Equal® and Canderel® are among the most recognized low-calorie tabletop 
sweetener products in the world, with aided brand awareness estimated at between 90% and 95% in our top four markets.  For a 
description of Bank EBITDA and a reconciliation of Bank EBITDA to cash flow from operating activities, see “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources”. 

  
We believe that there are opportunities for future growth in the low-calorie tabletop sweetener and sweetened food category 

and that our company is positioned to pursue these opportunities.  Our company formed Whole Earth Sweetener Company LLC to 
develop and launch all-natural, low-calorie tabletop sweeteners and sweetened food products.  In 2006, Whole Earth Sweetener 
Company launched an all-natural, zero-calorie sweetener that is being marketed under its Sweet Simplicity® brand.  Currently, this 
innovative product has achieved national distribution at all Wild Oats or affiliated stores, and all Whole Foods stores and has also been 
sold into over 350 independent organic retail outlets across the United States, though sales to date have been insignificant.  Whole 
Earth Sweetener Company continues to pursue product innovations that will provide consumers with competitively priced natural, 
low-calorie alternatives to sugar and artificial sweeteners. 

  
Capital Constraints and Need to Refinance or Restructure 
  

We believe that the development and introduction of new products under our Equal® and Canderel® brands may help to 
stabilize our core business while innovative, all-natural sweeteners and sweetened food products under our Sweet Simplicity® brand 
for Whole Earth Sweetener Company present growth opportunities for us. However, we may be constrained in our ability to realize 
fully the value of these new products as a result of our current capital structure. The successful launch of new products and marketing 
of our core brands requires capital, and we must use a significant portion of our cash flows from operations to service our outstanding 
debt. We had an aggregate of $552.6 million of long-term debt outstanding at December 31, 2007, including capital lease obligations, 
and paid $40.7 million in interest costs for the year ended December 31, 2007, $22.0 million of which represented interest payments 
on Merisant Company’s (“Merisant”) 9 ½% senior subordinated notes due 2013 (the “Notes”). If we cannot generate cash flows from 
operations significantly in excess of our debt obligations, we may not have the resources required to fully realize the value of our 
strategic initiatives. 
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In order to maximize value, management is focused on refinancing or restructuring all or part of our debt obligations.  On 

January 11, 2009, approximately $4.1 million principal amount of the Term A loans and any revolving loans outstanding under our 
senior credit facility will become due and payable, and we will no longer be able to draw revolving loans or issue letters of credit 
under our senior credit facility.  In addition, interest on our 12 ¼% senior subordinated discount notes due 2014 (the “Discount 
Notes”), will become payable in cash commencing on May 15, 2009.  The indenture governing the Notes limits Merisant’s abilitiy to 
pay dividends or loan cash to our company, which has no operations of its own. 

  
On March 17, 2008, we launched efforts to arrange a new $245 million senior secured credit facility, comprised of $210 

million of term loans and a $35 million revolving loan facility (the “New Credit Facility”).  If successfully arranged on the terms 
contemplated, loans outstanding under the New Credit Facility will mature in 2013 and we anticipate that we will have more 
flexibility under its covenants to further stabilize our core business, pursue our growth initiatives and address the challenges of our 
current capital structure.  We may engage in discussions from time to time with our noteholders on ways to restructure all or part of 
our other debt obligations. 

  
Brands 
  

Our two largest brands, Equal® and Canderel®, are among the most recognized low-calorie tabletop sweetener products in 
the world, with aided brand awareness estimated at between 90% and 95% in our top four markets in 2007. Our consumer research 
also indicates that our company’s premium-priced brands enjoy significant loyalty. Equal® is our premium-priced brand sold mainly 
in North America and the Asia/Pacific region and Canderel® is our premium-priced brand, sold mainly in the Europe, Africa and 
Middle East region (“EAME”) and Mexico. Our remaining brands are primarily targeted at specific countries or markets. Our 
company’s global brand positioning for certain key brands is described in the table below: 

  
  
  

  
Our trademark portfolio is of material importance to our business and we have invested substantially in the promotion and 

development of our trademarked brands.  Our Swiss subsidiary holds our foreign trademark registrations, including Canderel®. 
  
The NutraSweet Company (“NutraSweet”) had granted us worldwide licenses to use the NutraSweet® trademark in 

connection with the sale of tabletop sweetener products that contain aspartame purchased from NutraSweet. The license agreement 
required the purchase of an annual minimum volume of aspartame from NutraSweet to continue the use of the trademark.  As a result 
of the initiation of a multi-supplier strategy for aspartame to substantially improve the cost efficiency  
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Brand 
  Key Markets

 

Price Point 
 

Equal® 

  

United States, Mexico, Puerto Rico,  
Australia, New Zealand, Canada  
South Africa 

Premium  
 
Mid-Priced

      
Canderel® 

  

France, UK, Belgium, 
Netherlands, South Africa, Mexico, 
Hungary, Portugal 

 

Premium

 

      
Sweet Simplicity® 

  United States
 

Premium
 

      
SweetMate® 

  United States, Mexico 
 

Value
 

      
EqualSweet® 

  
Argentina  
Mexico 

 

Premium  
Value

 

      
Misura®, Mivida™ 

  Italy 
 

Mid-priced
 

      
Sucaryl™ 

  Argentina, Mexico 
 

Value
 

      
Chuker™ 

  Argentina 
 

Value
 



 
  
of our aspartame supply, we did not require the minimum purchase volume needed in 2006 to maintain the license agreement.  
NutraSweet delivered written notice to us on January 2, 2007 of termination of the license agreement, which was effective six months 
after such notice.  The NutraSweet® product line accounted for less than 2% of our net sales in 2006 and the discontinuation of this 
value brand had an insignificant impact on our net sales in 2007. 
  
Segment Overview 
  

Our company’s reportable segments are organized and managed principally by geographic region: North America, EAME, 
Latin America and Asia/Pacific.  We review Operating EBITDA to evaluate segment performance and allocate resources.  Our assets, 
which are principally in the United States and Europe, are also managed geographically.  Additional financial information regarding 
our reportable segments can be found in Note 14 to the audited consolidated financial statements found elsewhere in this document. 

  
The following table provides the regional breakdown of our net sales and Operating EBITDA for the year ended 

December 31, 2007: 
  

(1)          Operating EBITDA consists of segment earnings before interest expense, income tax expense, depreciation and amortization 
as well as items such as expenses related to restructuring charges, certain significant charges related to new product 
development and launch costs, certain litigation costs, and certain other non-cash or excludable charges or losses.  Other 
expense (income), net, as reported in the audited consolidated financial statements, is included in Operating EBITDA of the 
respective reportable segment, except for the portion of other expense (income), net that relates to the foreign currency 
transaction gains or losses associated with our euro-denominated debt, unrealized gains or losses on derivative instruments 
and certain other non-recurring gains and non-cash losses.  Corporate expenses include corporate staff and related amounts. 
Corporate expenses, interest and other expenses, the provision for income taxes and certain new product development and 
launch costs are centrally managed and, accordingly, such items are not presented by segment or included in Operating 
EBITDA since they are excluded from the measure of segment performance reviewed by management. 

  
(2)          North America segment results exclude immaterial sales and $4.3 million of negative Operating EBITDA results related to a 

new product launch which we evaluate separately from the geographical segments. 
  
North America 
  
The North American segment, comprised of the United States and Canadian markets, accounted for 40% ($115.5 million) of total 

net sales and $42.4 million of Operating EBITDA in 2007. The majority of North American net sales are derived from Equal® 
branded products. We also offer lower priced products, such as SweetMate® (both an aspartame and a saccharin ingredient product) 
and we manufacture private label products for third parties, as part of our portfolio strategy designed to offer U.S. consumers various 
price options and to compete in the market for value priced products.  In North America, product is sold primarily in powder form, in 
sachets and in jars. 

  
Brands.    We primarily market one premium brand in North America: Equal®. Equal® represented approximately 90% of 

regional net sales in 2007.  In addition, Equal® enjoyed consumer loyalty of 60% in the United States in 2007 based on survey data 
that we commissioned. Other lower priced products and contract manufacturing sales represented the remainder of the region’s net 
sales before consumer incentive expenses in 2007. Equal® was launched in the United States in 1982 and it has been a leading low-
calorie tabletop sweetener in the region for several years. Equal® has been able to maintain a premium pricing strategy due to its 
strong brand equity, strong product performance and marketing initiatives. We have continued to retain a steady buying rate, purchase 
frequency and purchase size as measured by syndicated market data. 

  
Marketing.    With a 95% aided brand awareness level according to syndicated market data available to us, Equal® has 

established strong brand equity.  In 2006, we initiated a new marketing campaign aimed at maintaining and increasing usage among 
the brand’s core users and bringing new users to the brand.  A new national radio advertising campaign was launched  
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Segment 
 

% of Net  
Sales 

 

% of Operating 
EBITDA (1)

 

North America (2) 
 

40 % 45 %
EAME 

 

40 % 37 %
Latin America 

 

11 % 8 %
Asia/Pacific 

 

9 % 10 %



  
  

in January 2007. This campaign was conducted in collaboration with local and regional retail store customers through the use of 
retailer specific promotions.  In addition to the radio campaign, additional marketing activities for 2007 included consumer coupons 
through free standing inserts, in-store coupons, and on-line couponing and advertising activities. 

  
Distribution.    We have developed a multi-channel distribution and selling strategy in North America that enables us to focus on 

key retail customers while maintaining broad customer support for our brands throughout all outlets. These channels include: 
  

•                  U.S. food (grocery and pharmacy) retail, which represented 27% of regional sales excluding consumer incentive 
expenses and contract manufacturing sales in 2007; 

  
•                  U.S. food service distributors wholesale, which represented 34% of regional sales excluding consumer incentive 

expenses and contract manufacturing sales in 2007; 
  
•                  U.S. club/warehouse retail, which represented 23% of regional sales excluding consumer incentive expenses and 

contract manufacturing sales in 2007; 
  
•                  U.S. mass merchandisers retail, which represented 9% of regional sales excluding consumer incentive expenses and 

contract manufacturing sales in 2007; 
  
•                  U.S. other direct, which represented 3% of regional sales excluding consumer incentive expenses and contract 

manufacturing sales in 2007; and 
  
•                  Canada & other, which represented 4% of regional sales excluding consumer incentive expenses and contract 

manufacturing sales in 2007. 
  

This U.S. distribution strategy involves three selling methods: 
  

•                  Sales through our exclusive U.S. distributor, ACH Food Companies, Inc. (“ACH”), to retail grocery stores, 
pharmacies, food wholesalers and food service distributors and operators. Key customers served by ACH include 
Safeway, Kroger, Publix, Super Valu, US Food Service and Sysco. ACH handles the order processing, warehousing, 
trade marketing and distribution of the product. ACH takes title to the product, and an item is recorded as a sale 
when received by ACH. Effective May 5, 2006, ACH replaced H.J.Heinz Company (“Heinz”) as our sole U.S. 
distributor.  Approximately 51% of regional sales excluding consumer incentive expenses and contract 
manufacturing sales in 2007 were distributed by ACH. 

  
                        On January 29, 2008, we delivered notice to ACH that the distribution agreement between Merisant US, Inc. and 

ACH would terminate on July 27, 2008 with respect only to the retail grocery channel.  We have partially terminated 
the distribution agreement so that we can pursue a direct distribution model for retail customers in the United 
States.  We will handle order processing, warehousing and trade marketing internally and through a third-party 
broker and logistics providers for retail grocery customers in the United States which we anticipate will reduce our 
operating costs,  improve the efficiency of our inventory management and distribution capabilities, and provide 
more transparency in customer relations.  On March 4, 2008, Merisant and ACH agreed that Merisant will pay $0.3 
million to ACH and that commissions will not increase in connection with the partial termination of the distribution 
agreement. 

  
•                  Direct sales to large mass merchandisers, club/warehouse retailers, deep discount stores and food service companies. 

Key customers include Kmart, Wal-Mart, Sam’s Club, BJ’s, Costco, Dollar General, Starbucks and McDonald’s. 
These customers represented approximately 42% of regional sales excluding consumer incentive expenses and 
contract manufacturing sales in 2007. 

  
•                  Sales through brokers to provide national coverage of smaller mass merchandisers and to provide product to office 

coffee service operators and distributors, representing approximately 7% of regional sales excluding consumer 
incentive expenses and contract manufacturing sales in 2007. 
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EAME 
  
The EAME segment consists of the relatively mature markets in Western Europe and the growing markets in Eastern Europe, 

South Africa, and the Middle East.  The EAME segment accounted for 40% ($116.2 million) of total net sales and $35.2 million of 
Operating EBITDA in 2007. Of the $116.2 million of regional sales in 2007, France represented 40%, the UK and Ireland represented 
18%, Belgium represented 7%, South Africa represented 7%, Italy represented 5% and all other markets within the region represented 
23%. In this region, product is primarily sold in tablet and powder forms, and we rely upon Kruger GmbH & Co. (“Kruger”) to 
manufacture a large percentage of our products. 

  
Brands. Canderel® became the world’s first aspartame-based product when it was introduced to the French market in 1979 and 

is currently the only significant pan-European brand on the market. Canderel® accounted for the majority of EAME’s 2007 net sales. 
Canderel® is marketed in a variety of different product forms, of which the tablet form is the most popular.  Canderel®’s brand 
equity has enabled us to command a premium price over our competitors in the tabletop sweetener market. 

  
Marketing. Canderel® has been the pan-European brand leader of the low-calorie tabletop sweetener market, holding the highest 

market share in key markets, such as France and the UK. To differentiate ourselves from the competition and to reach new consumer 
segments, we have regularly developed new product offerings of Canderel®.  In markets where Canderel® has established strong 
brand equity, we have introduced products under the umbrella Canderel® brand. These products include chocolate products sold in 
France, Portugal, Belgium, Hungary, South Africa and the UK and, more recently, vanilla and lemon flavored sweeteners.  The vanilla 
flavored sweetener was supported in France through a significant sampling and advertising campaign.  We also expanded our 
distribution of Canderel DélicéO®, a flavored sweetener for water, to French retailers.  These additional products have created 
business opportunities and further strengthened the brand position through cost-effective umbrella advertising and promotion. 

  
Splenda® was launched in France in July of 2006, but the product was slow to gain distribution and was not supported with an 

advertising campaign.  In 2007, McNeil launched a local advertising campaign, but Splenda® continued to hold less than 2% of the 
French tabletop sweetener market by the end of 2007.  In the UK, McNeil initiated television advertising for Splenda® and introduced 
larger serving sizes in 2007.  As a result, their market share increased from 16% at the end of 2006 to 18% at the end of 2007.  
Canderel® remained the number one brand in the UK and maintained its market share of 31%. 

  
Distribution.  In the EAME region, we make approximately 47% of net sales directly to customers and the remaining sales are 

made through a network of distributors and brokers.  In several EAME countries, we have moved from a direct sales model to a 
distributor model in order to reduce infrastructure costs in the region. 

  
Overall, the European retail market is more concentrated than the U.S. retail market, with a small number of large operators 

accounting for the majority of the sector. We estimate that in 2007, our top 15 distributors and direct customers represented 
approximately 73% of net sales in the EAME region. 

  
Latin America 
  
The Latin American segment, comprised of 26 countries from Mexico to Argentina, accounted for 11% ($33.3 million) of total 

net sales and $8.1 million of Operating EBITDA in 2007.  Of Latin American regional sales, Mexico accounted for 46%, Argentina 
accounted for 21%, Puerto Rico accounted for 7% and all other Latin American countries accounted for 26% in 2007. The majority 
of product sold in Latin America is in the form of liquid and powder, and the majority of the packaging is in bottles (liquid) and 
sachets (powder). Sachets carry premium prices and correspondingly higher margins. 

  
Brands.    We manage 15 brands in the region. Canderel® is our largest brand in the region and is sold exclusively in Mexico 

where it has achieved over 90% aided brand awareness. Equal® is our second largest brand in the region based on revenue. 
EqualSweet® is sold primarily in Argentina and Mexico and is our third largest brand in Latin America. In addition to the 
introduction of our core brands in Latin America, we have acquired established regional brands to fill out our portfolio. In 1998, 
Monsanto acquired the Sucaryl™ brand. Sucaryl™ is sold as a saccharin and saccharin/cyclamate blend in liquid and tablet form, is 
our value brand in the region and is distributed mainly in Mexico, but also throughout South America. In 2003, we acquired the 
NoSucar™ brand in Central America, which is the largest brand in Costa Rica, and we had previously launched Same® in Puerto 
Rico.  We control nine additional brands in the region. These brands are generally country-specific and have enabled us to strengthen 
our position in markets including Argentina, Chile, Colombia, Puerto Rico and the Caribbean with a portfolio of products that we can 
offer at various price options to our consumer and that we can utilize to better address lower-priced competition. 
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Marketing.    Our marketing strategy in Latin America is aimed at expanding the low-calorie tabletop sweetener category, both 

in volume and profitability. The majority of volume expansion will be achieved by continuing to attract new users into the category. 
The current strategy focuses on positioning our brands as being part of a healthy lifestyle. This positioning is in line with the younger 
demographics of Latin America versus the United States and Europe. Our regional strategy is focused around: 

  
•                                          our top three revenue markets: primarily Mexico, followed by Argentina and Puerto Rico, 
  
•                                          the introduction of new formulations to enhance taste combined with sampling efforts and mass media, 
  
•                                          the positioning of our major brands as part of a healthy and modern lifestyle, 
  
•                                          bringing consumers from low-priced to premium-priced brands, and 
  
•                                          improving our distribution network and participating in new channels. 
  

We plan to maintain and continue to strengthen brand equity by bringing new product offerings to the marketplace and investing 
in the most cost-effective and proven programs that increase consumer demand at point of sale, such as tasting programs, 
demonstrators and one-to-one communication with consumers, secondary displays and on-pack promotions with host leading brands. 
As in other regions, we customize our marketing programs in the Latin American region depending upon country specific market 
conditions. 

  
Distribution.  Historically, we have used a distributor model in Mexico for our grocery and drug business while selling direct to 

certain large retailers.   In early 2007, we terminated our relationship with our primary retail distributor and pursued a direct sales 
model.  Execution has improved throughout the year and we look to apply our learnings to other channels as appropriate.  Throughout 
the rest of the Latin America region we use a broad network of approximately 50 distributors, through which the remainder of our 
sales are made. These distributors sell through all major channels in the region to direct accounts and wholesalers. 

  
Asia/Pacific 
  
The Asia/Pacific region, comprised of Australia, New Zealand and Asia, achieved net sales of $25.2 million in 2007, accounting 

for 9% of total net sales and $9.1 million of Operating EBITDA for the year. Australia and New Zealand accounted for 64% of net 
sales in the region in 2007 and the product is distributed primarily in tablet form, followed by sachets and powder in jars. 

  
Brands.   The majority of the net sales in the Asia/Pacific region are generated through the sale of one premium-priced brand, 

Equal®.  Equal® accounts for approximately 99% of the net sales in the region and, due to its premium-priced position, an 
equivalent percentage of the profit in the region. 

  
Marketing.   Our sales in the Asia/Pacific region are driven by our strong presence in Australia and New Zealand and we 

continue to focus resources on three key growth drivers: 
  

•                                          increasing existing customer loyalty by implementing a pipeline of product and packaging innovations, providing 
convenience and differentiation; 

  
•                                          bringing new users, targeting younger demographics, to our franchise by repositioning Equal® in Australia/New 

Zealand as a product that enhances hot beverage flavor and is part of a healthy lifestyle and continuing to build the 
Equal® franchise in other markets, specifically Thailand, India and China; and 

  
•                                          progressively shifting the Equal® brand from the “need to use” segment to the “choose to use” segment. 
  

Distribution.  In the first half of 2006, our sales and marketing offices in Malaysia, Singapore and Indonesia were closed and 
broader responsibilities were negotiated and assigned to the distributors in those countries.  An administrative branch is maintained in 
Singapore for the management of the Asia Pacific region.  We created four business hubs:  South Asia, based in India and responsible 
for developing existing trade in India, Pakistan, Sri Lanka and Bangladesh; South East  
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Asia, based in Thailand and responsible for business operations in Thailand, Singapore, Malaysia, Vietnam, Myanmar and Laos; East 
Asia, based in the Philippines and also responsible for China, Hong Kong & Indonesia; and Australia and New Zealand based in 
Sydney and covering Australia, New Zealand, and the Pacific Islands. 

  
Australia and India had been serviced through a direct sales and distribution model.  In late 2006, distributor arrangements were 

entered into in these two key markets. With the exception of the Philippines, where we operate through a joint venture, all markets 
now operate under a distributor model. 

  
Customers 
  

We sell through multiple channels of distribution, including grocery and pharmacy retailers, food service distributors, mass 
merchandisers and club/warehouse retailers.  We use distributors and brokers to distribute our products throughout the world and sell 
products directly to selected customers in our largest markets.  In 2007, $54.3 million, or 19% of net sales, were made to ACH, our 
primary distributor to the grocery, pharmacy and food service customers in the United States.  Other than ACH, no customer, 
including those serviced by ACH, accounted for greater than 10% of total net sales in 2007.   On January 29, 2008, we delivered 
notice to ACH that the distribution agreement between Merisant US, Inc. and ACH would terminate on July 27, 2008 with respect 
only to the retail grocery channel so that we can pursue a direct distribution model for retail customers in the United States. 

  
Suppliers and Raw Materials 
  

The primary raw materials used in our manufacturing process are aspartame, bulking agents, paper and carton. Packaging and 
aspartame are significant components in our cost of raw material which represent an average of 27% and 15% of total standard cost of 
goods sold in our top four markets in 2007, respectively. Our long-term aspartame supply agreement with NutraSweet expired on 
December 31, 2005.  In 2006, we consumed aspartame inventories that were purchased to meet minimum volume commitments under 
the expiring contract with NutraSweet and did not execute any significant aspartame purchases.  Starting in 2007, we implemented a 
multi-supplier sourcing strategy for our global aspartame requirements. 

  
According to our most recent estimates in 2007, the current aspartame market totals approximately 17,000 metric tons per 

year with a capacity of 18,800 to 19,500 metric tons per year. We believe that we are one of the top ten users of aspartame in the 
world and one of the top five users of aspartame for food consumer products in the world. Prior to 1992, aspartame was manufactured 
in the United States under patent protection. In 1992, the patent on aspartame expired, paving the way for additional aspartame 
producers and private label brands. Currently, capacity for aspartame exceeds demand and prices have declined significantly since the 
patent expiration.  The decline in prices stabilized in 2007. 

  
                                                We use bulking agents that are derived from corn and milk.  Recently, these commodities have faced price increases, and the 
bulking agents derived from these commodities have also increased in price.  While we have enjoyed the benefits of long-term 
contracts with suppliers of bulking agents derived from these commodities, some of these contracts will expire over the next 12 
months.  If we are unable to negotiate new supply contracts for these bulking agents on pricing terms as favorable as our current 
supply contracts or develop or switch to lower-cost bulking agents, our cost of goods sold could increase. 
  
Competition 
  

The United States Food and Drug Administration (the “FDA”) has approved five low-calorie sweetening ingredients 
(saccharin, aspartame, neotame, acesulfame potassium (“Ace-K”), and sucralose) and is currently reviewing two additional sweeteners 
for consumer use (cyclamate and alitame). The most recent entry is neotame, which was discovered in the early 1990s and approved 
by the FDA in July 2002, but which has not been used as a widely available commercial low-calorie tabletop sweetener. 

  
The low-calorie tabletop sweetener market is already well served at a variety of price points by a number of well-established 

competitors. Any potential new entrants using existing sweetening ingredients would have to overcome a highly loyal consumer base, 
established relationships with worldwide trade and distribution networks, the expense of brand building and lack of product 
differentiation. 

  
Based on management estimates and syndicated market data for select countries, our primary competitors are McNeil, 

Cumberland Packing Co., Ajinomoto, Sara Lee and Hermes Sweeteners Ltd. 
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We have faced significant competition in recent years from McNeil, which markets the artificial sweetener Splenda® 

primarily in the United States.  McNeil also markets Splenda® in France, the UK, Mexico, Australia and Canada, but the brand has 
not enjoyed the same success in those markets as in the United States.  McNeil launched Splenda® in France in July 2006, but the 
product has been slow to gain distribution and was not supported with an advertising campaign during 2006. Splenda® volume market 
share in France remained at less than 2% at the end of 2007. 

  
Employees 
  

Our company and its subsidiaries employed approximately 430 full-time employees at January 31, 2008.  Approximately 50 
hourly employees at our Argentina production facility are organized under the chemical union, as required by law in that country.  In 
France, five employees serve as delegates to a legally mandated works council and are members of a national union.  All other 
employees are non-unionized. 

  
Item 1A.  Risk Factors 

  
Our substantial indebtedness could adversely affect our financial condition. 
  
Our company has a significant amount of indebtedness.  As of December 31, 2007, our company had total debt of $552.5 

million, excluding unused revolving loan commitments under the senior credit agreement and the capital lease obligation of $0.1 
million, $4.6 million and $185.8 million of which is currently scheduled to become due in January 2009 and January 2010, 
respectively. Our substantial indebtedness could: 

  
•                  require us to dedicate a substantial portion of cash flow from operations to payments in respect of our indebtedness, thereby 

reducing the availability of cash flow to fund working capital, capital expenditures, potential acquisition opportunities, a level 
of marketing necessary to maintain the current level of sales and other general corporate purposes; 

  
•                  increase the amount of interest that we have to pay, because some of our borrowings are at variable rates of interest, which 

will result in higher interest payments if interest rates increase, and, if and when we are required to refinance any of our 
indebtedness, an increase in interest rates would also result in higher interest costs; 

  
•                  increase our vulnerability to adverse general economic or industry conditions; 
  
•                  require refinancing, which we may not be able to do on reasonable terms; 
  
•                  limit our flexibility in planning for, or reacting to, competition and/or changes in our business or the industry in which we 

operate; 
  
•                  limit our ability to borrow additional funds; 
  
•                  restrict us from making strategic acquisitions or necessary divestitures, introducing new brands and/or products or exploiting 

business opportunities; and 
  
•                  place us at a competitive disadvantage compared to our competitors that have less debt and/or more financial resources. 
  

Our company may default on its debt obligations if we cannot refinance or restructure the Discount Notes. 
  
Interest on our  Discount Notes will become payable in cash commencing on May 15, 2009.  The indenture governing the 

Notes limits Merisant’s ability to pay dividends or loan cash to our company.  Because we have no operations of our own, we will not 
be able to service the cash interest expense of its Discount Notes without the infusion of cash from Merisant.  Unless we refinance or 
restructure the Discount Notes, we may default on our interest payment obligations which would result in a default under the senior 
credit facility and the Notes. 
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We may not be able to refinance our senior credit facility on reasonable terms or at all. 
  
At December 31, 2007, Merisant had an aggregate of $203.9 million in loans outstanding under our senior credit facility, $4.6 

million and $185.8 million of which is currently scheduled to become due in January 2009 and January 2010, respectively.  In 
addition, Merisant will not be able to draw loans under the revolving credit facility or issue letters of credit after January 2009.  On 
March 17, 2008, Merisant commenced efforts to refinance the senior credit facility, but there can be no assurance that its efforts will 
be successful. 

  
There is no assurance that the senior management team or other key employees will remain with our company. 
  
We believe that our ability to successfully implement our business strategy and to operate profitably depends on the 

continued employment of the senior management team and other key employees.  If members of the management team or other key 
employees become unable or unwilling to continue in their present positions, the operation of our business would be disrupted and we 
may not be able to replace their skills and leadership in a timely manner to continue our operations as currently anticipated. 

  
Health-related allegations could damage consumer confidence in our products. 
  
Periodically, claims are made regarding the safety of aspartame consumption.  Past claims include allegations that aspartame 

leads to neurological illnesses and other health problems.  Although we believe that we have had success in presenting scientific 
evidence to dispute past claims and restore consumer confidence in our products that contain aspartame, there can be no assurance that 
we will be similarly successful in refuting legislative actions or other health-related allegations that may be made in the future.  We 
continue to believe that aspartame and our products that contain aspartame are safe for human consumption.  However, if consumers 
lose confidence in the safety of our products, sales and margins would be negatively impacted. 

  
Changes in consumer preferences could decrease revenues and cash flow. 
  
We are subject to the risks of evolving consumer preferences and nutritional and health-related concerns.  Substantially all of 

our revenues are derived from the sale of low-calorie tabletop sweeteners in which aspartame is the primary ingredient.  To the extent 
that consumer preferences evolve away from low-calorie tabletop sweeteners, and aspartame-based low-calorie tabletop sweeteners in 
particular, there will be a decreased demand for our products.  Consumer perception that there are low-calorie tabletop sweetener 
alternatives that are healthier or more natural than aspartame could also decrease demand for our aspartame-based products.  Any shift 
in consumer preferences away from our products, including any shift in preferences from aspartame-based products to sucralose-based 
products or other low-calorie tabletop sweetener products, could significantly decrease our revenues and cash flows and impair our 
ability to operate our business. 

  
Competition and consolidation may reduce sales and margins. 
  
We operate in a highly competitive industry and compete with companies that have greater capital resources, facilities and 

diversity of product lines.  Increased competition for products could result in reduced volumes and/or prices, both of which would 
reduce our sales and margins. 

  
Our competitors may also introduce new low-calorie sweeteners, such as has occurred with McNeil’s sucralose-based low-

calorie tabletop sweetener, Splenda®, which could increase competition.  To the extent that current users of our products switch to 
other low-calorie sweeteners, there could be a decrease in the demand for our products. 

  
Our margins are also under pressure from consolidation in the retail food industry in many regions of the world.  In the 

United States, we have experienced a shift in the channels where consumers purchase our products from the higher margin retail to the 
lower margin club and mass merchandisers.  Such consolidation may significantly increase our cost of doing business and may further 
result in lower sales of our products and/or lower margins on sales.  In addition, increased competition from private label 
manufacturers of low calorie tabletop sweeteners may have a negative impact on sales and/or margins. 

  
Disruptions in the implementation or failure to implement our direct distribution model could adversely affect our results 

of operations in our largest market. 
  
On January 29, 2008, we delivered notice to ACH that the distribution agreement with Merisant US, Inc. and ACH would 

terminate on July 27, 2008 with respect only to the retail grocery channel so that we can pursue a direct distribution 
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model for retail customers in the United States.  The agreement has not been terminated with respect to distribution in the food service 
channel in the United States.  Although we are building the infrastructure to support our direct distribution model in the United States, 
if we are unsuccessful in establishing a direct distribution model for retail customers in the United States, or if our distribution partner 
becomes unwilling or unable to fulfill its continuing obligations under the agreement, our financial performance may be adversely 
affected. 

  
Our business may be adversely affected by dependence upon suppliers. 
  
We currently rely upon Kruger, under an exclusive third party manufacturing contract, to source a large percentage of the 

products in the EAME region. There are a limited number of manufacturing service suppliers with the capability and capacity to meet 
our strict product requirements effectively. Failure by Kruger to manufacture products in accordance with the third party 
manufacturing agreement could result in inventory shortages.  Inventory practices and redundant sourcing contingencies have been 
established in the event of protracted product supply interruptions; however, regulatory, manufacturing, and replenishment lead times 
for contingent sources could extend beyond safety stock coverage, which would have a negative impact on earnings and cash flows 
and impair our ability to operate our business. 

  
Inability to protect our trademarks and other proprietary rights could damage our competitive position. 
  
Any infringement or misappropriation of our intellectual property could damage its value and limit our ability to compete.  

We rely on copyrights, trademarks, trade secrets, confidentiality provisions and licensing arrangements to establish and protect our 
intellectual property.  We own no patents relating to aspartame or otherwise.  We may have to engage in litigation to protect the rights 
to our intellectual property, which could result in significant litigation costs and require a significant amount of our time. 

  
In a limited number of cases, we license our Equal® trademark to certain third parties for use in marketing certain of their 

products.  We have invested substantially in the promotion and development of our trademarked brands and establishing their 
reputation as high-quality products.  Actions taken by these parties may damage our reputation and the value of our trademarks, which 
could lead to reduced sales of our products. We believe that the formulas and blends for our products are trade secrets.  We rely on 
security procedures and confidentiality agreements to protect this proprietary information; however, such agreements and security 
procedures may be insufficient to keep others from acquiring this information.  Any such dissemination or misappropriation of this 
information could deprive us of the value of our proprietary information. 

  
Product liability claims or product recalls could adversely affect our business reputation. 
  
The sale of food products for human consumption involves the risk of injury to consumers. Such hazards could result from: 
  

•                  tampering by unauthorized third parties; 
  
•                  product contamination; 
  
•                  the presence of foreign objects, substances, chemicals and other agents; or 
  
•                  residues introduced during the manufacturing, packaging, storage, handling or transportation phases. 
  

Some of the products we sell are produced by third parties and such third parties may not maintain quality control to our 
standards to ensure that such products are not adulterated, misbranded, contaminated or otherwise defective. Our company, as well as 
the manufacturers of aspartame, may be subject to claims made by consumers as a result of products manufactured by these third 
parties, which are marketed under our brand names. 

  
Consumption of adulterated products may cause serious health-related illnesses and we may be subject to claims or lawsuits 

relating to such matters.  Even an inadvertent shipment of adulterated products is a violation of law and may lead to an increased risk 
of exposure to product liability claims, product recalls and increased scrutiny by federal and state regulatory agencies.  Such claims or 
liabilities may not be covered by insurance or by any rights of indemnity or contribution which we may have against third parties.  In 
addition, even if a product liability claim is not successful or is not fully pursued, the negative publicity surrounding any assertion that 
our products caused illness or injury could have an adverse effect on our reputation with existing and potential consumers and on our 
brand image, all of which could negatively impact earnings and cash flows. 
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Our international operations involve the use of foreign currencies, which subjects us to exchange rate fluctuations and 

other currency risks. 
  
The revenues and expenses of our international operations generally are denominated in local currencies, which subject us to 

exchange rate fluctuations between such local currencies and the U.S. dollar.  These exchange rate fluctuations subject us to currency 
translation risk with respect to the reported results of our international operations, as well as to other risks sometimes associated with 
international operations.  In the future, we could experience fluctuations in financial results from our operations outside of the United 
States, and there can be no assurance we will be able, contractually or otherwise, to reduce the currency risks associated with our 
international operations. 

  
If we do not manage costs in the highly competitive tabletop sweetener industry, profitability could decrease. 
  
Our company’s success depends in part on our ability to manage costs and be efficient in the highly competitive tabletop 

sweetener industry.  If we do not continue to manage costs and achieve additional efficiencies, profitability could decrease. 
  
We may be adversely affected by conditions in the countries where we operate. 
  
We operate in many countries throughout the world.  Economic and political changes in these countries, such as inflation 

rates, recession, foreign ownership restrictions, restrictions on transfer of funds into or out of a country and similar factors may 
adversely affect results of operations. 

  
Our taxes may increase. 
  
In 2000, our Swiss subsidiary purchased all of our foreign intangibles, including trademarks, in exchange for a promissory 

note in the amount of $168.0 million.  The repayment of the principal of this note was not subject to tax in the United States; however, 
the note was repaid in full in January 2006.  On March 30, 2006, our U.S. operations  issued a revolver note to our Swiss subsidiary, 
which will mature in 2011. Our U.S. operations may borrow up to $200 million from our Swiss subsidiary during the term of the 
revolver note, and we expect to repatriate cash to the United States through borrowings under this revolver note. Any other future cash 
repatriation from this subsidiary could be subject to tax in the United States.  As of December 31, 2007, we had estimated net 
operating loss, or NOL, carryforwards for United States federal income tax purposes of approximately $148.5 million which are 
available to offset future United States federal taxable income, if any, through 2027, subject to any limitations which might apply 
under Section 382 of the Internal Revenue Code of 1986.  We have not recorded any deferred tax benefits related to these NOLs in our 
consolidated financial statements.   As a result, it is difficult to predict the impact on the effective tax rate of the combination of 
increased taxable income from repatriation of foreign earnings to the United States and the recognition in our financial statement of 
the benefit of our NOL carryforwards. 

  
Item 2.                                   Properties. 
  
Production Facilities 
  

Our company is engaged in two primary manufacturing processes, one for the production of powder products for portion 
packaging and one for tablet formation. We do not manufacture aspartame or any other ingredient used in these processes. The powder 
process primarily involves dry-blending ingredients in a tumble mixer or plow blender. The tablet operation consists of dry-blending 
and direct compression. 

  
We are also engaged in a number of different packaging processes for powder and tablets. Once the powder is mixed, it is 

filled into sachets, stick sachets or jars on high-speed filling lines and then packaged in varying carton sizes, depending on markets 
and channels. The tablets are filled through high-speed filling lines into appropriate dispensers of varying sizes and packaged in 
varying carton sizes, depending on market and channels. 

  
We produce the majority of our products at four production facilities throughout the world, two of which we currently 

operate: 
  
•                                          Manteno, Illinois. The business has operated the Manteno facility since 1990. The Manteno site was  
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selected for its proximity to key raw material and component suppliers, significant advantages for finished goods’ 
distribution, and lower conversion costs per case. 
  
Today, the Manteno facility operates with approximately 111 non-union employees. The plant has capacity to 
accommodate future growth for the business. The available capacity has been driven by significant improvements in 
machine efficiencies. The plant’s products are sold primarily in the United States, Canada, Mexico and Caribbean 
markets. 
  

•                                          Zarate, Argentina. The Latin American operation began in 1996 in Zarate, Argentina. There are approximately 76 
employees at the site dedicated to the production of our products.  The hourly employee base is organized under the 
Chemical Union as required by law in Argentina.  The plant produces products for the bulk of the Latin America 
region. It is the only facility that has a liquid line. 

  
•                                          Bergisch and Stendal, Germany. Since 1999, we have contracted with Kruger to manufacture our products for sale 

in Europe and South Africa. Kruger has production lines in its plants in Bergisch and Stendal, Germany which are 
exclusively dedicated to our products. We own the equipment used by Kruger to manufacture our products. 

  
•                                          Bangkrason, Thailand.  On October 26, 2007, we entered into a new contract manufacturing arrangement with a 

company that will operate processing lines that we will own. 
  
Our focus on safety continues to be very high and is reflected by the certifications awarded to each of our company-owned 

manufacturing sites: 
  
•                                          Manteno, Illinois. The Manteno facility was one of 178 U.S.-based companies and one of 36 food sites to receive 

the Voluntary Protection Program, or VPP, Star in 2001 and recertified in 2006. The Manteno facility has received 
the Illinois Safety Council Safety Award every year since 2003 and became OHSAS 18000 and  ISO 9000:2000 
certified in 2007. 

  
•                                          Zarate, Argentina. The Zarate facility was one of eight companies in Argentina, and the only company in Food, to 

receive the OHSAS 18001 designation in 2001. The Zarate facility recertified in OHSAS 18000 in 2004 and became 
ISO 9000:2000 certified in 2004. 

  
Offices 
  

Our company is headquartered in Chicago with offices around the world, including locations in Paris, London, Neuchatel, 
Mexico City, Buenos Aires and Singapore.  The executive and administrative office, located in Chicago, Illinois, has approximately 
18,269 rentable square feet. The lease for this office will expire on April 30, 2024. We do not believe that we will have difficulty 
renewing our current leases or finding alternative space in the event we are unable to renew any of our leases on a basis we find 
satisfactory.  We consider our offices suitable and adequate for the conduct of our business. 

  
Item 3.                                   Legal Proceedings. 
  

Our company is subject to various claims, pending and possible legal actions for product liability and other damages, and 
other matters arising out of the conduct of our business, including tax uncertainties arising from doing business in various European 
and Latin American jurisdictions. We believe, based on current knowledge and consultation with counsel, that the outcome of such 
claims and actions will not have a material adverse effect on our consolidated financial position or results of operations. 

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

There were no matters submitted to a vote of stockholders during the quarter ended December 31, 2007. 
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PART II 

  
Item 5.                                   Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity 

Securities. 
  

Our company’s equity securities are not publicly traded.  Our sole class of equity is common stock.  We do not pay regular 
dividends on our common stock.  There have been no dividends declared on our common stock in the two most recent fiscal years.  
See the information provided under the caption “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations — Financing” for a description of restrictions on our ability to pay dividends on our common stock. 

  
Item 6.                                   Selected Financial Data. 
  

The following table shows our summary historical consolidated financial data for the years ended December 31, 2003, 2004, 
2005, 2006 and 2007 which were derived from our audited consolidated financial statements. This summary consolidated financial 
data should be read in conjunction with, and is qualified in its entirety by “Management’s Discussion and Analysis of Financial 
Condition and Results of Operations” and our consolidated audited financial statements and accompanying notes included elsewhere 
in this document (totals may not foot due to rounding). 
  

  

(1)           “Bank EBITDA” as presented herein is the measure upon which the covenants contained in our senior credit 
agreement (the “Senior Credit Agreement”) are measured. Bank EBITDA excludes interest expense, income  
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Year Ended December 31, 
 

   

2003
 

2004
 

2005
  2006 

  2007
 

   
(dollars in millions) 

 

Operating Data: 
               

Net sales 
 

$ 352.3
 

$ 347.7
 

$ 305.0 
  $ 293.9 

  $ 290.2
 

Cost of sales 138.0 145.2 129.8 
  124.8 

  129.1
Gross profit 214.3 202.4 175.2 

  169.1 
  161.0

Operating expenses 
 

147.7
 

168.2
 

141.4 
  155.2 

  132.5
 

Income from operations 
 

66.7
 

34.3
 

33.8 
  13.9 

  28.6
 

Interest expense, net 
 

37.7
 

53.8
 

56.4 
  58.6 

  58.5
 

Cost of refinancing 
 

29.8
 

—
 

— 
  2.5 

  5.8
 

Euro-denominated loan foreign exchange loss 
(gain) 5.2 3.8 (5.7 ) 2.8 

  2.0
Other (income) expense, net 

 

(8.0 ) (12.0 ) (5.4 ) (2.4 ) (31.8 )
Provision for income taxes 

 

19.7
 

7.2
 

5.6 
  4.6 

  6.9
 

Net income (loss) 
 

$ (17.6 ) $ (18.5 ) $ (17.2 ) $ (52.2 ) $ (12.8 )
         
Other Financial Data: 

               

Depreciation, net loss on long lived assets and 
amortization 

 

$ 33.2
 

$ 36.6
 

$ 32.1 
  $ 39.6 

  $ 28.1
 

Capital expenditures 6.0 12.2 4.6 
  2.9 

  6.8
Cash flows provided by operating activities

 

68.4
 

42.4
 

9.7 
  21.0 

  44.4
 

         
Supplemental Data: 

               

Bank EBITDA (1) 
 

$ 110.2
 

$ 87.3
 

$ 68.0 
  $ 67.2 

  $ 69.9
 

Bank EBITDA margin (1) 
 

31 % 25 % 22 % 23 % 24 %

   

At December 31, 
 

   

2003
 

2004
  2005 

  2006
 

2007
 

   
(dollars in millions) 

 

Balance Sheet Data: 
              

Cash and cash equivalents 
 

$ 8.8
 

$ 9.1
  $ 18.1 

  $ 23.8
 

$ 51.0
 

Working capital (2) 
 

48.9
 

33.7
  34.2 

  49.2
 

75.0
 

Total assets 
 

576.6
 

535.6
  500.2 

  452.1
 

462.8
 

Total debt (3) 542.9 525.9
  538.2 

  545.9 552.5



 
tax expense and depreciation and amortization, as well as items such as expenses related to start-up costs, restructuring 
expenses, expenses related to our parent’s withdrawn offering of income deposit securities and other transaction fees and 
certain other non-cash items (including non-cash derivative gains and losses). Pursuant to the third and fourth amendments of 
the Senior Credit Agreement, Bank EBITDA for the years ended December 31, 2004 and December 31, 2005 also excludes 
certain significant charges related to obsolete or slow moving inventory or uncollectible receivables or indebtedness and 
Bank EBITDA for the year ended December 31, 2006 also excludes certain significant charges related to new product 
development and launch costs, costs related to the transition to a new exclusive distributor in the United States.  As further 
discussed below under “Management’s Discussion and Analysis of Financial Condition and Results of Operations — 
Liquidity and Capital Resources — Financing,” on May 9, 2007, our Senior Credit Agreement was amended and restated (the 
“Amended and Restated Credit Agreement”).  Pursuant to the Amended and Restated Credit Agreement, Bank EBITDA for 
the year ended December 31, 2007 also excludes certain litigation costs. 
  

The following table illustrates the reconciliation of cash flow provided by operating activities to Bank EBITDA, 
which we believe is the most nearly equivalent GAAP measure. The adjustments set forth below are those relevant to the 
periods presented: 

  

(a)                                  The charges principally relate to planned employee termination costs that have been announced in each of 
the respective periods. The restructuring liability as of the end of each period is included in accrued 
expenses and other liabilities in the consolidated balance sheets. Restructuring expenses for the year ended 
December 31, 2003 include a non-cash component of $0.3 million, which is excluded from restructuring 
expenses for the purpose of reconciling net cash provided by operating activities to Bank EBITDA. 

  
(b)                                    Other non-cash items consist of certain non-cash expenses (income), as well as certain significant charges 

related to obsolete or slow moving inventory and uncollectible receivables that are excluded from Bank 
EBITDA for the years ended December 31, 2004 and December 31, 2005 and certain significant charges 
related to new product development and launch costs and costs related to the transition to a new exclusive 
distributor in the United States that are excluded from Bank EBITDA for the years ended December 31, 
2006 and December 31, 2007.  For the year ended December 31, 2007, other non-cash items also  includes 
the non-cash charge related to the termination of our Chicago office lease and expenses related to our 
litigation against McNeil.  Combined, these items in 2007 were more than offset by a one-time cash 
payment received pursuant to an agreement with a third party. 

  
Bank EBITDA is presented herein because we believe it is a useful supplement to cash flow provided by operating 

activities in understanding cash flows generated from operations that are available for tax, debt service and capital 
expenditures. The covenants contained in the Amended and Restated Credit Agreement contain ratios based on this measure 
of Bank EBITDA. However, Bank EBITDA is not a measure of liquidity under GAAP. Accordingly, while providing useful 
information, these measures should not be considered in isolation or as a substitute for consolidated statement of cash flow 
data prepared in accordance with GAAP as an indication of liquidity. In addition, the Bank EBITDA measure presented may 
differ from, and may not be comparable to  
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Year Ended December 31, 
 

   

2003
 

2004
 

2005 
  2006 

 

2007
 

  (dollars in millions) 
Net cash provided by operating activities 

 

$ 68.4
 

$ 42.4
 

$ 9.7 
  $ 21.0 

 

$ 44.4
 

Provision for income taxes, net of deferred income tax provision
 

9.8
 

4.3
 

4.0 
  0.4 

 

2.7
 

Interest expense, net of non-cash interest expense
 

34.1
 

41.3
 

42.1 
  45.3 

 

40.9
 

Cash costs of refinancing 
 

—
 

3.8
 

(0.5 ) 0.8 
 

2.6
 

Restructuring expenses(a) 8.0 4.4 3.0 
  5.5 1.4

Other non-cash items and gains or losses excludable from Bank 
EBITDA(b) (0.2 ) 5.1 (0.2 ) 4.0 (19.8 )

Equity in income (loss) of affiliates 
 

(0.1 ) 0.1
 

(0.4 ) (0.1 ) (0.0 )
Net change in operating assets and liabilities

 

(9.8 ) (14.1 ) 10.3 
  (9.7 ) (2.3 )

Bank EBITDA 
 

$ 110.2
 

$ 87.3
 

$ 68.0 
  $ 67.2 

 

$ 69.9
 



 
similarly titled measures used by other companies.   Bank EBITDA margin is Bank EBITDA as a percentage of net sales. 

  
(2)                                  Working capital is defined as total current assets minus total current liabilities. 
  
(3)                                  Excludes capital lease obligations of $0.3 million at December 31, 2003, $0.3 million at December 31, 2004, $0.4 million at 

December 31, 2005, $0.1 million at December 31, 2006 and $0.1 million at December 31, 2007 and includes borrowings of 
$16.0 million under the revolving loan facility at December 31, 2005. 

  
Item 7.                           Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
  

You should read the following discussion together with our audited consolidated financial statements and their 
accompanying notes included elsewhere in this document.  The discussion of results by reportable segment should be read in 
conjunction with Note 14 to the audited consolidated financial statements included elsewhere in this document, which illustrates the 
reconciliation of Operating EBITDA to income(loss) before income taxes.  Unless otherwise indicated or unless the context requires 
otherwise, all references in this discussion to “Merisant Worldwide”, “our company,” or “we” or “our” mean Merisant 
Worldwide, Inc.  and its consolidated subsidiaries and all references to “Merisant” mean Merisant Company. 

  
Overview 
  

Our company is a worldwide leader in the marketing of low-calorie tabletop sweeteners, with an estimated 22% dollar share 
as of December 31, 2007 of a stable global retail market, which we estimate at $1.6 billion.  We believe that our company has the 
leading dollar market share as of December 31, 2007 in almost half of what we estimate as the top 20 markets for low-calorie tabletop 
sweetener sales.  Our company’s premium-priced brands, Equal® and Canderel®, are among the most recognized low-calorie 
tabletop sweetener products in the world, with aided brand awareness estimated at between 90% and 95% in our four top markets.  In 
addition to Equal® and Canderel®, we market our products under 18 other regional brands that enjoy significant brand recognition in 
their target markets.  We sell our brands in over 90 countries. 

  
Sales Trends 
  

Our company’s premium-priced brands had enjoyed a strong market position among low-calorie sweeteners in many of our 
key markets.  In recent years, however, we have faced significant competition from McNeil, which markets and distributes the 
artificial sweetener Splenda®.  Splenda® is sweetened with sucralose, which is produced through a complex chemical process that 
converts sucrose molecules into a synthetic compound.  Between December 2002 and December 2007, Splenda®’s dollar share of the 
United States retail grocery market has grown from approximately 15% to 61% and has surpassed that of Equal® to become the 
number one premium low-calorie sweetener in the United States.  While we believe that the introduction of Splenda® has increased 
the size of the market for low-calorie sweeteners in general, our net sales have declined during this period, particularly in North 
America which had accounted for 46% and 40% of net sales in 2003 and 2007, respectively.  As a result of declining net sales, we 
have experienced significant declines in our Bank EBITDA from $110.2 million in 2003 to a low of $67.2 million in 2006 before 
increasing to $69.9 million in 2007.  For a description of Bank EBITDA and a reconciliation of Bank EBITDA to cash flow from 
operating activities, see “—Liquidity and Capital Resources”. 

  
Critical Accounting Estimates 
  

The preparation of financial statements in conformity with GAAP requires us to make estimates and assumptions that affect 
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements 
and the reported amounts of revenues and expenses during the reporting period. Accounting estimates are an integral part of the 
financial statements prepared by us and are based on knowledge and experience about past and current events and on assumptions 
about future events. 

  
We believe the following to be our critical accounting estimates because they are both important to the portrayal of our 

financial condition and results of operations and they require us to make critical judgments and estimates about matters that are 
uncertain.  If actual results or events differ materially from those contemplated by us in making these estimates, results of operations 
for future periods could be materially affected. 
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Advertising and promotional accruals.    On a full year basis, we expense advertising costs as incurred or in the period in 

which the related advertisement initially appears. We deduct consumer incentive and trade promotion activities from revenue based on 
amounts estimated as being due to customers and consumers at the end of a period, based principally on historical utilization and 
redemption rates.  These deductions are estimated and recorded upon sale of product by us and revised as necessary at each period 
end. 

  
Trade marketing.    Our trade marketing program is designed to fund direct and indirect trade customer efforts that promote 

our products. Direct trade customers are customers we sell and ship directly to, including mass marketers and club customers. Indirect 
trade customers are those customers served by one of our distribution partners, such as ACH in the United States, and related trade 
marketing activities are managed by and funded through our partners. 

  
Trade marketing spending helps generate strong retailer support of our brands, including retailer participation in promotions. 

Trade promotion activities include every day low price (EDLP), co-op advertising, product displays, special shelf price tagging and 
securing shelf space and aisle placement. 

  
Trade marketing deductions are recorded as reductions to sales and accrued based on volume shipped using a rate per 

standard case developed from historical and forecasted trade plan experience and information. We derive our trade marketing accrual 
assumptions from the projected spending that is expected to occur against specifically identified trade programs. Trade marketing 
performance is monitored monthly and if these trade programs change throughout the year or incur greater than expected expenses, the 
accrual assumption is reevaluated and any necessary adjustments are made. Globally, trade marketing, sales discounts and slotting fees 
were approximately 13% of gross sales in 2005, 11% of gross sales in 2006 and 13% of gross sales in 2007. The trade marketing 
programs are most significant in the United States market and they are primarily related to deductions for price support. In the United 
States, we historically spend 12% to 20% of our gross sales on these programs. For every percentage point increase in trade marketing 
in the United States, we would incur a reduction in net sales of approximately $1.4 million, before consideration of potential increased 
sales due to the increase in trade marketing. 

  
Coupons.    One of the primary methods of promoting our products to consumers in certain markets, primarily the United 

States, is through coupon related programs. Coupons are distributed typically as: 
  

•                                  Free standing inserts in newspapers 
  
•                                  Instant redeemables included on product packaging 
  
•                                  In-store coupons at dispensers or register 
  
•                                  Direct mail 
  

The month a coupon program is in place, we accrue for expected redemptions by consumers and related redemption fees. 
We maintain extensive information on redemption history on coupon programs and have demonstrated the ability to reasonably 
predict and accrue for redemptions. If we were to experience coupon redemption rates above historical experience, we would also 
benefit from incremental volumes sold. The margin realized from this incremental volume would significantly offset any additional 
coupon expenses. However, if coupon expenses were greater than historical levels by 10% or 20%, without considering any additional 
margin derived from incremental volumes sold, the result would be a $0.2 million and $0.4 million reduction to gross sales, 
respectively. We review coupon redemption rates monthly and if there are deviations from expectations, the accrual is adjusted 
accordingly. 

  
Allowances against accounts receivable.    We record an allowance for doubtful accounts as an estimate of the inability of our 

customers to make their required payments. The determination of the allowance requires us to make assumptions about the future 
ability to collect amounts owed from customers. Changes to these assumptions or estimates could have a material impact on results of 
operations. When determining the amount of the allowance for doubtful accounts, a number of factors are considered. Most 
importantly, an aging of the accounts receivable that lists past due amounts according to invoice terms is reviewed. Additional 
considerations include the current economic environment, the credit rating of the customers, the level of credit insurance applicable to 
a particular customer, general overall market conditions and historical experience. Once the determination is made that a customer is 
unlikely to pay, a charge to bad debt expense is recorded in the income statement and an increase to the allowance for doubtful 
accounts is recorded on the balance sheet. When it becomes certain the customer cannot pay, the receivable is written off against the 
allowance for doubtful accounts. 
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We maintain a credit insurance policy for certain of our customers to reduce our overall risk of bad debt exposure. 
  
From our inception on March 17, 2000, we have experienced two significant customer bad debt issues, Kmart Corporation in 

the United States and Food Brokers LTD in the UK. The Kmart bankruptcy was announced at the end of 2001 and resulted in a charge 
against the allowance for doubtful accounts in the amount of $0.9 million. Food Brokers LTD announced that it was going into 
administration on February 8, 2005, resulting in a charge to increase allowances against accounts receivable for the full net receivable 
totaling $1.7 million as of December 31, 2004 and an incremental charge to increase allowances against accounts receivable of $1.4 
million during the year ended December 31, 2005. The allowances against accounts receivable as of December 31, 2007 were $0.9 
million, or 1% of gross trade accounts receivable, versus $0.5 million, or 1% of gross trade accounts receivable, as of December 31, 
2006.  We believe our allowances against accounts receivable are adequate to cover any future non-payments of our customers. 
However, if economic conditions deteriorate significantly or if any of our large customers declares bankruptcy, larger allowances 
might be necessary. 

  
Impairment of goodwill.    We evaluate the recoverability of goodwill by estimating the future discounted cash flows of the 

business. The rate used in determining discounted cash flows is a rate corresponding to our cost of capital, risk adjusted where 
necessary. When estimated future discounted cash flows are less than the carrying value of the net assets (tangible and identifiable 
intangibles) and related goodwill, impairment losses of goodwill are charged to operations. Impairment losses, limited to the carrying 
value of goodwill, represent the excess of the sum of the carrying value of the net assets (tangible and identifiable intangibles) and 
goodwill over the discounted cash flows. In determining the estimated future cash flows, we consider current and projected future 
levels of income as well as business trends, prospects and market and economic conditions. 

  
Impairment of long-lived assets.    Long-lived assets consist principally of property and equipment and trademarks. We make 

regular assessments to determine if factors are present which indicate that an impairment of a long-lived asset or asset group may 
exist. When factors indicate that an impairment may exist, we compare the sum of the undiscounted cash flows expected from the 
long-lived asset or asset group to the carrying amount of the asset or asset group. If this comparison indicates impairment, the carrying 
amount of the long-lived asset or asset group is written down to estimated fair value. The cash flows related to an asset or asset group 
are based on estimates of future results and actual cash flows may differ from such estimates. 

  
Income taxes.  We recognize deferred taxes for the future tax effects of temporary differences between financial and income 

tax reporting using tax rates in effect for the years in which the differences are expected to reverse. Federal income taxes are provided 
on that portion of the income of foreign subsidiaries that is expected to be remitted to the United States and be taxable. We evaluate 
our deferred tax assets to determine whether they are more likely than not to be realized in the future and record valuation allowances 
against the deferred tax assets for amounts which are not considered more likely than not to be realized. The estimate of the amount 
that is more likely than not to be realized requires the use of assumptions concerning the amounts and timing of future income by 
taxing jurisdiction. We periodically review assumptions and estimates of our probable tax obligations using historical experience in 
tax jurisdictions and informed judgments. Actual results may differ from those estimates. 

  
Results of Operations 
  

For each of the periods described below, the information set forth under the caption “Consolidated Results” represents an 
overview of our company’s results of operations on a consolidated basis.  Additional detail regarding results of operations can be 
found under the caption “—Segment Results” for each period described below. 

  
Year Ended December 31, 2007 Compared to Year Ended December 31, 2006 
  

The following table sets forth certain of our financial data for the years ended December 31, 2006 and 2007 (totals may not 
foot due to rounding). 
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Consolidated Results 
  

Net sales. Overall, net sales declined in the year ended December 31, 2007 compared to the year ended December 31, 2006.  
The decline was driven by lower sales in North America, and to a much lesser extent, Latin America.  In North America, decreased 
sales volume and higher trade marketing spending, specifically in the grocery, drug and food service channels, drove the negative 
variance.  In Latin America, the sales decrease primarily related to a sales return from our previous distributor in Mexico and a delay 
in shipping resulting from the conversion from a distributor to a direct sales model in Mexico.  Sales improved in Venezuela and 
Argentina as a local sugar shortage contributed to increased sales volume and effective promotional programs were executed in 2007, 
respectively.  The sales declines were partially offset by higher sales in the Asia Pacific and EAME region, both of which were 
significantly impacted by the devaluation of the U.S. dollar, though Asia Pacific to a lesser extent.  The resulting currency translation 
impact accounted for approximately $5.8 million of net sales in the EAME region.   Driving the operational sales decline in the EAME 
region was Belgium, France and the UK.  In Belgium, the business model change implemented in 2006 resulted in higher sales for 
2006 as our new distributor purchased a significant amount of initial inventory.   Softness in consumer demand negatively impacted 
sales volumes in Belgium, France and the UK in 2007.  Additionally in the UK, we experienced the impact of diversion of product 
into the retail channel and discontinued sales to certain distributors in an effort to stop the diversion.   In Asia Pacific, sales improved 
due to shipments to new distributors in Australia and India to establish beginning inventory levels.   Trade marketing, sales discounts 
and slotting expenses were approximately 13% of gross sales for the year ended December 31, 2007 as compared to approximately 
11% of gross sales for the year ended December 31, 2006. 

  
Cost of sales. Cost of sales increased, despite the decline in sales, due to sales volume increases in lower margin products, 

such as contract manufacturing and raw materials, the impact of purchasing product from our German contract manufacturer for sales 
in countries with weaker currencies and unfavorable raw material purchase prices.  We realized some improved efficiencies in our 
manufacturing conversion costs due to lower spending and headcount reductions in place for the full year; however offsetting these 
savings was increased raw material prices for certain components such as lactose and packaging elements.   Overall, the gross profit as 
a percentage of net sales declined slightly to 56% for the year ended December 31, 2007 compared to 58% for the year ended 
December 31, 2006 due to increases in costs discussed above as well as increased trade marketing in North America and France and 
decreased pricing in countries converted to distributor models. 
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Year Ended 

December 31,
 

Year Ended 
December 31,

  
Better/(Worse) 
than Prior Year

 

    2006
 

2007
 

2006
 

2007 
  Dollars

 

%
 

    (dollars in millions)
 

as % of Sales
       

        
Net sales 

  $ 293.9
 

290.2
 

100 % 100 % (3.8 ) (1 )%
Cost of sales 

  124.8
 

129.1
 

42 % 44 % (4.3 ) (3 )%
Gross profit 

  169.1
 

161.1
 

58 % 56 % (8.2 ) (5 )%
Operating expenses: 

                

Marketing and selling expenses 
  73.0

 

66.2
 

25 % 23 % 6.8
 

9 %
Administration expenses 

  40.2
 

41.2
 

14 % 14 % (1.0 ) (3 )%
Research and development expenses 

  2.0 1.6 1 % 1 % 0.4 19 %
Amortization of intangibles 

  22.4
 

22.0
 

8 % 8 % 0.4
 

2 %
Transaction fees 

  3.3 — 1 % — % 3.3 100 %
Net loss on long lived assets 

  8.8
 

—
 

3 % — % 8.8
 

100 %
Restructuring expenses 

  5.5
 

1.4
 

2 % 0 % 4.2
 

75 %
Total operating expenses 

  155.2
 

132.5
 

53 % 46 % 22.7
 

15 %
Income from operations 

  13.9
 

28.6
 

5 % 10 % 14.7
 

105 %
Other expenses (income): 

                

Interest income 
  (0.6 ) (0.9 ) (0 )% (0 )% 0.3

 

49 %
Interest expense 

  59.2
 

59.4
 

20 % 20 % (0.2 ) 0 %
Cost of refinancing 

  2.5 5.8 1 % 2 % (3.3 ) (134 )%
Other (income) expense, net 

  0.4 (29.8 ) 0 % (10 )% 30.2 7,354 %
Total other expenses 

  61.5
 

34.5
 

21 % 12 % 30.4
 

49 %
Loss before income taxes 

  (47.6 ) (5.9 ) (16 )% (2 )% 45.0 95 %
Provision for income taxes 

  4.6
 

6.9
 

2 % 2 % (2.3 ) (51 )%
Net loss 

  $ (52.2 ) (12.8 ) (18 )% (4 )% 42.7 82 %



 
Operating expenses Marketing and selling expenses decreased due to lower brand support in North America and EAME, 

termination costs recorded in the year ended December 31, 2006 related to the transition to a new distributor in the United States that 
did not repeat in 2007, and lower overall marketing and selling administration costs due to savings from restructuring actions. These 
favorable impacts were partly offset by higher brand support in the Asia Pacific region and unfavorable currency impacts.  
Administration expenses remained relatively stable despite higher litigation, consulting and employment termination costs and the 
expense related to the termination of our Chicago office lease as they were offset by lower depreciation and technology costs.  
Transaction fees decreased due to $3.3 million in expenses incurred in conjunction with the Second Lien Credit Agreement in 2006 
that did not repeat in 2007. 

  
The majority of the net loss on long lived assets for the year ended December 31, 2006 relates to the license agreement with 

NutraSweet that allowed us to manufacture and sell products using the NutraSweet® trademark. The license agreement required the 
purchase of an annual minimum volume of aspartame from NutraSweet to continue the use of the trademark.  In the year ended 
December 31, 2006, we determined that as a result of the initiation of a multi-supplier strategy for aspartame to substantially improve 
the cost efficiency of our aspartame supply, we would not require the minimum purchase volume needed in 2006 to maintain the 
license agreement.  NutraSweet delivered written notice to us on January 2, 2007 of termination of the license agreement, which was 
effective six months after such notice.  After a review of the undiscounted estimated future cash flows of this intangible asset and its 
carrying value, we determined that an impairment existed.  We completed an impairment analysis related to this intangible asset, 
which resulted in an impairment loss of $8.4 million. The impairment loss was calculated as the difference between the carrying value 
of the intangible asset and the estimated fair value of the license agreement using a traditional cash flow approach to present value. 
This non-cash accounting loss had no impact on the statement of cash flows or Operating EBITDA and we have been implementing 
programs aimed at mitigating future cash flow impact from the discontinuation of the NutraSweet® product line.  During the year 
ended December 31, 2007, the remaining value of the intangible asset was fully amortized and the accumulated amortization and 
impairment were offset against the gross value.  Additional information regarding the charges in the years ended December 31, 2006 
and 2007 can be found in Note 5 to the audited consolidated financial statements found elsewhere in this document. 

  
During the year ended December 31, 2007, we continued our restructuring initiatives to improve both financial results and 

the long-term value of the business. As a result of these actions, we recorded restructuring charges for workforce reductions of $1.4 
million in the year ended December 31, 2007 as compared to $5.5 million in the same period in 2006. The restructuring charges 
incurred in the year ended December 31, 2007 relate primarily to new employee termination costs across all segments and within the 
corporate headquarters and the remaining liability as of December 31, 2007 is expected to be paid by the end of the second quarter of 
2008.  Payroll related savings in 2007 as a result of the 2007 actions approximated $1.2 million. Had all 2007 actions taken through 
December 31, 2007 been in place as of January 1, 2007, estimated payroll savings would have been approximately $2.8 million. 
Payroll related savings includes base pay, incentive pay at 100% of target and estimated payroll related benefits and taxes.  Additional 
information regarding restructuring charges and the related liability can be found in Note 15 to the audited consolidated financial 
statements. 

  
Interest. Our interest expense decreased slightly for the year ended December 31, 2007 compared to the year ended 

December 31, 2006.  Contributing to this favorability was decreased interest on lower revolver borrowings in 2007.  Partially 
offsetting this decrease was the longer period during 2007 during which we paid  interest on loans outstanding under the Second Lien 
Credit Agreement.  Interest expense for 2007 includes four months of interest related to the Second Lien Credit Agreement compared 
to three months during the same period in 2006.  In May 2007, we refinanced and therefore terminated the Second Lien Credit 
Agreement as described below, which resulted in a reduction of cash interest expense.  The borrowings under the Senior Credit 
Agreement and Second Lien Credit Agreement had a weighted average interest rate of approximately 10.3% per annum upon the 
closing of the Second Lien Credit Agreement.  Borrowings under the Amended and Restated Credit Agreement had an average 
variable interest rate of 8.28%. 

  
On March 17, 2008, we launched marketing efforts to arrange a $245 million New Credit Facility, the proceeds of which will 

be used to refinance all loans outstanding under the Amended and Restated Credit Facility.  If successfully arranged on the terms 
contemplated, loans outstanding under the New Credit Facility will mature in 2013, and we anticipate that term loans outstanding 
under the New Credit Facility will bear interest at LIBOR plus 650 basis points with a minimum interest rate of 9.75% per annum.  
Term loans outstanding under our Amended and Restated Credit Agreement bear interest at LIBOR plus 350 basis points and do not 
have a minimum LIBOR level. 

  
Costs of refinancing.  Costs of refinancing for the year ended December 31, 2007 related to the extinguishment of debt under 

the Second Lien Credit Agreement.  As a result of this transaction, a premium of $2.6 million was incurred to pay all debt and interest 
outstanding under the Second Lien Credit Agreement and $3.2 million of existing deferred financing fees  
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was written off.  Costs of refinancing for the year ended December 31, 2006 related to the consummation of the Second Lien Credit 
Agreement and related extinguishment of debt under the previously established credit agreement, which resulted in a write-off of 
existing deferred financing fees of $2.5 million. 

  
Other (income)/expense, net. The highly favorable variance is attributable to the one-time cash payment received pursuant to 

an agreement with a third party.   Also in the year ended December 31, 2007, a $2.0 million currency loss on the euro-denominated 
debt was partially offset by favorable balance sheet remeasurement of other foreign currency denominated assets and liabilities of $1.6 
million.  In the year ended December 31, 2006, we recorded a loss on the euro-denominated debt of $2.8 million, which was partly 
offset by a $1.0 million gain on the liquidation of the Italian subsidiary, favorable balance sheet remeasurement of $1.0 million and a 
$0.7 million realized gain on interest rate derivatives that expired in March 2006. 

  
Taxes.  For the year ended December 31, 2007, a $6.9 million tax provision was recorded on loss before income taxes of $5.9 

million and cash tax payments totaled $2.6 million. The unusual relationship of the consolidated income tax provision and cash tax 
payments to the consolidated income before income taxes for 2007 results primarily from the aggregation of income and the related 
provision for taxes in our foreign subsidiaries with losses in the United States that had no related tax benefit. 

  
In 2007 in the United States, we incurred losses before income taxes of $44.4 million, while recording a tax provision of $4.8 

million, representing an effective tax rate of (11%). This tax provision primarily represented an increase in the net U.S. deferred tax 
liability caused principally by current income tax deductions related to amortization of goodwill over a 15 year life that have not been 
recognized for book purposes. Pursuant to FASB Statement No. 142, goodwill is not amortized for book purposes and is not written 
down unless impaired, which is not our case. As a result, the deferred tax liability will not reverse until such time, if any, that our 
goodwill becomes impaired or sold. As such, this deferred income tax liability, which is expected to continue to increase, will have an 
indefinite life, resulting in what is referred to as a “naked tax credit.” The current tax deduction, along with other components of the 
taxable loss for the year, served to increase the net operating loss tax credit carryforward, which is reflected as an increase in deferred 
net income tax assets. However, in assessing deferred tax assets, we consider whether it is more likely than not that some or all of the 
deferred tax assets will not be realized. SFAS 109 indicates that forming a conclusion that a valuation allowance against a deferred 
income tax asset is not needed is difficult when there is negative evidence such as cumulative losses in recent years. In 2002, we had 
cumulative income before taxes in the United States, whereas, the significant losses generated in 2003 through 2007 resulted in 
cumulative losses before income taxes for the preceding three years. In looking at this evidence, we determined that this negative 
evidence outweighed the positive evidence, and concluded that a valuation allowance was required against the United States deferred 
tax assets, as it was more likely than not that all or a portion of these deferred tax assets would not be realized. As discussed above, we 
have a “naked tax credit” for the deferred tax liability relating to the basis difference in goodwill. This deferred tax liability is not 
considered in the determination of the valuation allowance due to the indefinite life of the goodwill intangible assets. 

  
Through the period ended December 31, 2005, all earnings of our foreign operations were considered as permanently 

reinvested.  Undistributed earnings of our foreign subsidiaries amounted to approximately $133.4 million at December 31, 2005. 
Those earnings are considered to be indefinitely reinvested and, accordingly, no provision for U.S. federal and state income taxes has 
been provided thereon. Upon distribution of those earnings, we would be subject to U.S. income taxes (subject to an adjustment for 
foreign tax credits) and withholding taxes payable to various foreign countries. During 2006, we determined there was no clear need 
for future earnings and cash to remain in the foreign subsidiaries.  Therefore, all post 2005 earnings cannot be considered as 
permanently reinvested.  As such, all taxes related to future dividend distributions of post 2005 earnings must now be currently 
accrued.  In both 2006 and 2007, the current tax provision includes an accrual in the U.S. for potential withholding taxes of $1.7 
million and $1.9 million, respectively, which would be triggered on that formal dividend declared in the future. During 2006 and 
2007, foreign earnings were $21.2 million and $39.4 million, respectively. 

  
In 2007 outside the United States, we had income before income taxes of $38.5 million, while recording a tax provision of 

$2.1 million, representing an effective tax rate of 6%. The overall effective tax rate outside the United States is positively influenced 
by a favorable tax rate applicable to our operating subsidiary in Switzerland.  The rate was adversely influenced by deferred tax 
expenses recorded for uncertain tax positions taken by some subsidiaries and by a valuation allowance for a certain loss generating 
subsidiary.  In 2007, we have recorded a tax benefit of $0.2 million for losses that more likely than not will be utilized during the carry 
forward period. 

  
23 

 



 
Segment Results 
  
The following table presents net sales and Operating EBITDA expressed in millions of dollars for each of our reportable 

segments (totals may not foot due to rounding): 
  

(1)          “Operating EBITDA” as used with respect to our operating segments is a measure upon which we assess the financial 
performance of these segments. Operating EBITDA excludes interest expense, income tax expense and depreciation and 
amortization, as well as items such as restructuring expenses, certain significant charges related to new product development and 
launch costs, certain litigation costs, cost related to the transition to a new exclusive distributor in the United States and certain 
other non-cash items. Our definition of Operating EBITDA largely mirrors the definition of Bank EBITDA under our Senior 
credit facility.  That definition changed in the May 2007 amendment of that facility, and that change is reflected in our 
computation of Operating EBITDA for the 2007 period.  See Note 14 to the audited consolidated financial statements found 
elsewhere in this document for a description of Operating EBITDA and a reconciliation of Operating EBITDA to income (loss) 
before income taxes. Operating EBITDA margin represents Operating EBITDA as a percentage of net sales. 

  
(2)             North America segment results exclude immaterial sales and $3.3 million and $4.3 million of negative Operating EBITDA 

results related to a new product launch which we evaluate separately from the geographical segments for the years ended 
December 31, 2006 and 2007, respectively. 

  
North America 
  
Net sales. In North America, the sales decline was primarily related to both lower sales volume and higher trade marketing 

spending in the grocery, drug and food service channels.  The decline was exacerbated by a shift in the timing of shipments from 
January 2007 to December 2006 relating to the scheduling of our annual physical inventory in early January 2007 impacting grocery, 
drug and food service channels.  In the retail channel, the transition from NutraSweet® to our own value brand also contributed to the 
decline in sales along with decreased consumer demand.  In the food service channel, certain areas have benefited from distribution 
gains and new product offerings but overall, there has been a decrease in consumer consumption and an increase in trade marketing 
spending.  Increased contract manufacturing activity and improved sales volume in the club channel in response to promotional 
activity partially offset the decreases.  Overall sales in the mass channel were down slightly as decreases in consumer consumption 
were offset by decreased promotional spending in 2007.  Trade marketing, sales discounts and slotting fees were approximately 19% 
of gross sales for the year ended December 31, 2007 as compared to approximately 14% of gross sales for the year ended 
December 31, 2006. 

  
Operating EBITDA. The decrease in Operating EBITDA was primarily related to the adverse margin impact of lower net 

sales and unfavorable sales mix, driven by the decrease in consumer demand offset by increases in contract manufacturing activity.  
These unfavorable impacts were partly offset by lower overall brand support, lower commissions, termination costs recorded in the 
year ended December 31, 2006 related to the transition to a new distributor in the United States that did not repeat in 2007 and lower 
selling, marketing and general administrative costs due to savings from restructuring actions.  Operating EBITDA margin was stable 
from period to period. 
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    Net Sales
 

Operating EBITDA (1)
 

    
Year Ended 

December 31,
 

Better/(Worse) 
than Prior Year

 

Year Ended 
December 31, 

  
Better/(Worse) 
than Prior Year

 

    2006 
 

2007
 

$
 

%
 

2006
  2007 

  $
 

%
 

    (dollars in millions)
 

(dollars in millions)
 

North America (2) 
  $ 124.8 

 

$ 115.5
 

($9.3 ) (7 )% $ 45.7 
  $ 42.4 

  ($3.3 ) (7 )%
Operating EBITDA Margin 

           

37 % 37 % 0 %
  

              
EAME 

  114.3 116.2 1.9 2 % 32.9 
  35.2 

  2.3 7 %
Operating EBITDA Margin 

           

29 % 30 % 2 %
  

              
Latin America 

  34.0 
 

33.3
 

(0.7 ) (2 )% 8.9 
  8.0 

  (0.7 ) (8 )%
Operating EBITDA Margin 

           

26 % 24 % (2 )%
  

              
Asia/Pacific 

  20.8 
 

25.2
 

4.4
 

21 % 6.2 
  9.1 

  2.9
 

48 %
Operating EBITDA Margin 

    30 % 36 % 7 %



 
EAME 
  
Net sales. In the EAME region, the increase in net sales was driven by favorable currency translation accounting for $5.9 

million of this increase and sales of Aspartame bulk material and ingredients.  The increase was offset by unfavorable sales variances 
primarily in Belgium, France, UK, and Hungary. The conversion of markets from direct sales through subsidiaries or brokers to a 
distributor model typically results in increased net sales in the year in which the conversion occurs because the new distributor 
purchases a significant amount of inventory and then results in lower margins and sales in subsequent periods.  We experienced this 
effect in Belgium and Hungary as a result of distributor conversions that occurred in 2006.  In addition, weaker consumer demand and 
higher-than-expected inventories at the end of 2006 contributed to lower net sales in Belgium.  Continued softness in consumer 
demand and increased trade marketing costs reduced sales in France, however overall profitability improved as compared to the same 
period in 2006.  The decline in the UK’s sales were a result of weaker consumer demand, the impact of diversion of product into the 
retail channel and discontinued sales to certain distributors in an effort to stop the diversion   Despite the reduction in sales, we 
maintained the leading dollar market share of the slightly growing UK market.  Furthermore, UK sales performance showed a positive 
trend when comparing the first half of 2007 to the second half of 2007.   Sales volume improved in both Ireland and the Middle East 
as a result of more effective trade spending and higher consumer demand.    In Portugal, unusually high inventories at December 31, 
2005 negatively impacted the first quarter of 2006, resulting in an improvement in the 2007 versus 2006 comparison. 

  
Operating EBITDA.  Operating EBITDA increased mainly due to favorable currency translation impacts along with lower 

brand support in France and the UK.  These positive variances were partially offset by the business model changes that occurred in 
Belgium and Netherlands that resulted in an unusually high margin in 2006 along with the margin impact of lower sales, unfavorable 
raw material purchase prices and the impact of purchasing product in Euro for sales in countries with weaker currencies.  The slight 
increase in Operating EBITDA margin was primarily due to reduced selling, marketing and general administrative costs as a 
percentage of sales partly offset by lower gross margin as a percentage of sales resulting from changes in sales mix, discounted pricing 
in the UK during 2006 and other countries converted to a distributor model and increased pricing for raw materials. 

  
Latin America 
  
Net sales. The sales decrease primarily relates to the transition to a new business model in Mexico, including additional 

accruals for sales deductions and sales returns from our previous distributor, and a delay in shipping under the new business model.  
Mexico sales performance showed a positive trend when comparing the first half of 2007 to the second half of 2007.  Despite this 
encouraging trend, Splenda® became the market share leader in Mexico during 2007 and we experienced competitive pressure 
specifically in the club channel.  In addition, the deterioration of economic conditions in Puerto Rico adversely impacted sales along 
with strong competition in Chile.  These unfavorable impacts were partially offset by higher sales volume in Venezuela relating to a 
sugar shortage and by improved execution of promotional activity in Argentina, the Caribbean and Central America. 

  
Operating EBITDA. The decrease in Operating EBITDA was mainly related to the margin impact of lower sales volumes and 

increased sales deductions in Mexico.  These impacts were partially offset by reduced marketing, selling and general administrative 
costs due to savings from restructuring actions and business model changes.    Operating EBITDA margin decreased primarily due to 
lower gross profit as a percentage of sales in Mexico. 

  
Asia/Pacific 
  
Net sales. Net sales in the Asia/Pacific region increased primarily due to shipments to new distributors in Australia and India 

to establish beginning inventory levels and favorable currency translation of $2.0 million.  Sales also improved in Malaysia and 
Thailand due to strong consumer demand. 

  
Operating EBITDA. Operating EBITDA and Operating EBITDA margin increased mainly due to fluctuations in the 

Australian market.  The increases were specifically driven by the margin impact of increased net sales, lower sales and general 
administrative costs related to business model changes, partly offset by higher brand support correlated with the sales increase. 

  
Corporate and Other Expenses 
  
Corporate expenses decreased from $26.4 million for the year ended December 31, 2006 to $24.9 million for the year ended 

December 31, 2007 as higher consulting and employee related costs were more than offset by lower litigation fees classified as 
corporate expenses in 2007. 

  
25 

 



 
In 2006, we launched an all-natural, zero-calorie sweetener that is being marketed under the Sweet Simplicity® brand for our 

subsidiary, Whole Earth Sweetener Company LLC. We incurred $3.3 million and $4.3 million in expenses for the years ended 
December 31, 2006 and December 31, 2007, respectively related to the marketing and development of this sweetener but only limited 
net sales. 

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

The following table sets forth certain of our financial data for the years ended December 31, 2005 and 2006 (totals may not 
foot due to rounding). 
  

  
Consolidated Results 
  

Net sales. Overall, net sales declined in the year ended December 31, 2006 compared to the year ended December 31, 2005.  
The decline was primarily related to lower sales in the EAME region, led by the UK, France, South Africa, Portugal, Italy and 
Hungary, as well as a foreign currency translation loss of approximately $1.0 million, which occurred in the EAME and Latin 
America regions.  In the UK, sales were significantly impacted by aggressive pricing by major grocery retailers that forced higher 
discounting.  This trend may have been exacerbated by the diversion of discounted product to the retail channel.  Despite the reduction 
in sales, we maintained our volume and dollar share of the market; however, the overall value of the market has declined. In France 
and Italy, weakened economies continued to depress consumer demand and the decreased revenues for the year ended December 31, 
2006 also reflected the loss of consumers resulting from the publication in July 2005 of a now widely discredited study on the safety 
of aspartame. In France, a new law regulating price negotiations between the trade and manufacturers also negatively impacted net 
sales.  Sales declined in Portugal as our new distributor purchased more inventory than required to be on hand as of December 31, 
2005.  Also in Portugal, as well as South Africa and Hungary, the conversion from a direct sales model to a distributor model caused 
declines in net sales as expected, but this decline in revenue was also offset to varying extent by reduced infrastructure costs.  Sales 
also declined in Hungary, Ireland, Greece and Germany, primarily as a result of lower consumer demand, weak economies and health 
concerns.  In Latin America, the sales decrease primarily related to lower food service sales and a planned change in distributor 
inventory levels in Mexico, partially offset by improved consumer demand in the Caribbean and Central America and improved sales 
in Chile, Argentina and Venezuela. The sales declines in the EAME and Latin America regions were partially offset by improved sales 
in the North American and Asia/Pacific regions.  In North America, despite reduced consumer demand, net sales improved in the  
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Year Ended 

December 31,
 

Year Ended 
December 31,

  
Better/(Worse) 
than Prior Year

 

    2005 
 

2006
 

2005
 

2006
  Dollars

 

%
 

    (dollars in millions)
 

as % of Sales
       

        
Net sales 

  $ 305.0
 

$ 293.9
 

100 % 100 % $ (11.0 ) (4 )%
Cost of sales 

  129.8
 

124.8
 

43 % 42 % 5.0
 

4 %
Gross profit 

  175.2
 

169.1
 

57 % 58 % (6.1 ) (3 )%
Operating expenses: 

      
Marketing and selling expenses 

  72.9
 

73.0
 

24 % 25 % (0.1 ) 0 %
Administration expenses 

  41.4 40.2 14 % 14 % 1.2 3 %
Research and development expenses 

  1.8
 

2.0
 

1 % 1 % (0.2 ) (10 )%
Amortization of intangibles 

  22.2
 

22.4
 

7 % 8 % (0.1 ) (1 )%
Transaction fees 

  (0.5 ) 3.3
 

0 % 1 % (3.8 ) (759 )%
Net loss on long lived assets 

  0.6
 

8.8
 

0 % 3 % (8.3 ) (1478 )%
Restructuring expenses 

  3.0
 

5.5
 

1 % 2 % (2.5 ) (85 )%
Total operating expenses 

  141.4
 

155.2
 

46 % 53 % (13.8 ) (10 )%
Income from operations 

  33.8
 

13.9
 

11 % 5 % (19.9 ) (59 )%
Other expenses (income): 

      
Interest income 

  (0.8 ) (0.6 ) (0 )% (0 )% (0.2 ) (26 )%
Interest expense 

  57.3
 

59.2
 

19 % 20 % (2.0 ) (3 )%
Cost of refinancing 

  —
 

2.5
 

—
 

1 % (2.5 ) (100 )%
Other (income) expense, net 

  (11.1 ) 0.4
 

(4 )% 0 % (11.6 ) (104 )%
Total other expenses 

  45.3 61.5 15 % 21 % (16.2 ) (36 )%
Loss before income taxes 

  (11.5 ) (47.6 ) (4 )% (16 )% (36.1 ) (314 )%
Provision for income taxes 

  5.6
 

4.6
 

2 % 2 % 1.1
 

19 %
Net loss 

  $ (17.1 ) $ (52.2 ) (6 )% (18 )% $ (35.0 ) (204 )%



 
grocery/drug channel due to an adverse inventory adjustment in the year ended December 31, 2005 that did not repeat in the same 
period in 2006.  Lower trade marketing expenses in the grocery and food service channels, increased contract manufacturing activity 
and lower coupon redemption also favorably impacted North America sales.  In Asia/Pacific, sales improved as increased sales in 
Australia/New Zealand and Thailand were partially offset by net lower sales in Malaysia and India.  Trade marketing, sales discounts 
and slotting expenses were approximately 11% of gross sales for the year ended December 31, 2006 as compared to approximately 
13% of gross sales for the year ended December 31, 2005. 

  
Cost of sales. We realized some improved efficiencies in our manufacturing conversion costs due to lower spending and 

headcount reductions and improved overhead absorption through contract manufacturing activities.  Lower inventory obsolescence 
costs and reduced distribution costs relating mainly to the conversion of certain countries to distributor models also contributed to 
lower cost of sales.  In addition, cost of sales improved as a $0.4 million volume-related penalty relating to Equal® Sugar Lite™  
recorded in the year ended December 31, 2005 did not repeat in the year ended December 31, 2006.  Overall, the gross profit as a 
percentage of net sales improved slightly to 58% for the year ended December 31, 2006 compared to 57% for the year ended 
December 31, 2005 as changes in sales mix, discounted pricing in the UK and the pricing impact of converting countries to distributor 
models offset the other improvements in cost of sales. 

  
Operating expenses. Marketing and selling expenses increased slightly due to termination costs and higher selling costs 

relating to the transition from Heinz to ACH as our exclusive distributor in the United States and marketing and selling costs 
associated with Sweet Simplicity®.  These increases were nearly offset by lower brand support and selling costs in the EAME region, 
lower overall marketing and selling administration costs due to savings from restructuring actions and favorable foreign currency 
translation.  Administration expenses improved due to the non-recurring $1.4 million charge related to the Food Brokers, LTD 
receivable that was incurred in the year ended December 31, 2005 after Food Brokers, LTD went into receivership. Lower consulting 
and information technology costs and savings related to restructuring actions also reduced administration expenses.  These favorable 
impacts were partially offset by an increase in performance based incentive expense and litigation costs. Transaction fees increased as 
a result of $3.3 million in expenses incurred in conjunction with the Second Lien Credit Agreement. 

  
The net loss on long lived assets in the year ended December 31, 2005 relates to the write down of equipment that we were 

obligated to purchase from third party vendors due to the cancellation of a product launch in the EAME region, the write down of 
equipment in the Zarate plant and the write down of assets at our vacated Clayton, Missouri location that was being subleased.  The 
majority of the loss reported for the year ended December 31, 2006 relates to the license agreement with NutraSweet that allows us to 
manufacture and sell products using the NutraSweet® trademark. The license agreement requires the purchase of an annual minimum 
volume of aspartame from NutraSweet to continue the use of the trademark.  In the year ended December 31, 2006, as a result of the 
initiation of a multi-supplier strategy for aspartame to substantially improve the cost efficiency of our aspartame supply, we did not 
acquire the minimum purchase volume needed in 2006 to maintain the license agreement.  NutraSweet delivered written notice to us 
on January 2, 2007 of termination of the license agreement, which is effective six months after such notice.  We performed an 
impairment analysis of this intangible asset, which resulted in an impairment loss of $8.4 million. The impairment loss was calculated 
as the difference between the carrying value of the intangible asset and the estimated fair value of the license agreement using a 
traditional cash flow approach to present value. This non-cash accounting loss has no impact on the statement of cash flows or 
Operating EBITDA and we have been implementing programs aimed at mitigating future cash flow impact from the discontinuation 
of the NutraSweet® product line.  Additional information regarding the charges in the year ended December 31, 2006 can be found in 
Note 5 to the audited consolidated financial statements found elsewhere in this document. 

  
During the year ended December 31, 2006, we continued our restructuring initiatives to improve both financial results and 

the long-term value of the business. As a result of these actions, we recorded restructuring charges for workforce reductions of $5.5 
million in the year ended December 31, 2006 as compared to $3.0 million in the same period in 2005. The restructuring charges 
incurred in the year ended December 31, 2006 relate primarily to new employee termination costs across all segments and within the 
corporate headquarters and the remaining liability as of December 31, 2006 is expected to be paid by the end of the first quarter of 
2007.  Payroll related savings in 2006 as a result of the 2006 actions approximated $4.0 million. Had all 2006 actions taken through 
December 31, 2006 been in place as of January 1, 2006, estimated payroll savings would have been approximately $7.0 million. 
Payroll related savings includes base pay, incentive pay at 100% of target and estimated payroll related benefits and taxes.  Additional 
information regarding restructuring charges and the related liability can be found in Note 15 to the audited consolidated financial 
statements. 

  
Interest. On June 23, 2006, we entered into the Second Lien Credit Agreement. The Second Lien Credit Agreement consists 

of an $85.0 million term loan, the net proceeds of which were used to prepay $77.9 million in borrowings  
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outstanding under the Senior Credit Agreement and transaction costs.  In addition, our interest expense increased as a result of higher 
interest bearing loans under the Second Lien Credit Agreement and the use of proceeds from the Second Lien Credit Agreement to 
prepay lower interest bearing loans under the Senior Credit Agreement, as well as overall increases in interest rates on variable interest 
rate debt instruments. Loans outstanding under the Senior Credit Agreement had a weighted average interest rate of approximately 
9.0% per annum prior to the closing of the Second Lien Credit Agreement.  The borrowings under the Senior Credit Agreement and 
Second Lien Credit Agreement had a weighted average interest rate of approximately 10.3% per annum upon the closing of the 
Second Lien Credit Agreement.  Lastly, we successfully closed the registered exchange offer of the Notes in October 2005 which 
resulted in the discontinuation of penalty interest. The penalty interest went into effect as we had not consummated the registered 
exchange offer prior to the previously agreed deadline. The decrease in interest expense as a result of the discontinuation of the 
penalty interest partially offset the increases in interest expense previously discussed. 

  
Cost of refinancing.  The extinguishment of indebtedness under the Senior Credit Agreement resulted in an increase in cost of 

refinancing due to the write-off of related deferred financing fees totaling $2.5 million that did not occur in 2005. 
  
Other (income)/expense, net. The unfavorable variance of $11.6 million is mainly attributable to a $5.7 million currency gain 

on the euro-denominated debt for the year ended December 31, 2005 as compared to a $2.8 million currency loss on the euro-
denominated debt for the year ended December 31, 2006, as well as a $5.6 million unrealized gain on derivative instruments for the 
year ended December 31, 2005 as compared to a $0.7 million realized gain on derivative instruments for the year ended December 31, 
2006.  In addition, the impact of a $1.3 million reversal of a currency loss in Latin America, occurring in the year ended December 31, 
2005 and not repeating in the period ended December 31, 2006, also contributed to the unfavorable variance.  These items were 
partially offset by a favorable change in balance sheet remeasurement impacts of approximately $2.6 million and a gain on the 
liquidation of the Italian subsidiary of $1.0 million recorded in the year ended December 31, 2006, compared to a gain on the sale of 
the South African subsidiary of $0.5 million recorded in the year ended December 31, 2005. 

  
Taxes.  For the year ended December 31, 2006, a $4.6 million tax provision was recorded on loss before income taxes of 

$47.6 million and cash tax payments totaled $2.5 million. The unusual relationship of the consolidated income tax provision and cash 
tax payments to the consolidated income before income taxes for 2006 results primarily from the aggregation of income and the 
related provision for taxes in our foreign subsidiaries with losses in the United States that had no related tax benefit. 

  
In 2006 in the United States, we incurred losses before income taxes of $70.2 million, while recording a tax provision of $2.4 

million, representing an effective tax rate of (3%). This tax provision primarily represented an increase in the net U.S. deferred tax 
liability caused principally by current income tax deductions related to amortization of goodwill over a 15 year life that have not been 
recognized for book purposes. Pursuant to FASB Statement No. 142, goodwill is not amortized for book purposes and is not written 
down unless impaired, which is not our case. As a result, the deferred tax liability will not reverse until such time, if any, that our 
goodwill becomes impaired or sold. As such, this deferred income tax liability, which is expected to continue to increase, will have an 
indefinite life, resulting in what is referred to as a “naked tax credit.” The current tax deduction, along with other components of the 
taxable loss for the year, served to increase the net operating loss tax credit carryforward, which is reflected as an increase in deferred 
net income tax assets. However, in assessing deferred tax assets, we consider whether it is more likely than not that some or all of the 
deferred tax assets will not be realized. SFAS 109 indicates that forming a conclusion that a valuation allowance against a deferred 
income tax asset is not needed is difficult when there is negative evidence such as cumulative losses in recent years. In 2002, we had 
cumulative income before taxes in the United States, whereas, the significant losses generated in 2003 through 2006 resulted in 
cumulative losses before income taxes for the preceding three years. In looking at this evidence, we determined that this negative 
evidence outweighed the positive evidence, and concluded that a valuation allowance was required against the United States deferred 
tax assets, as it was more likely than not that all or a portion of these deferred tax assets would not be realized. As discussed above, we 
have a “naked tax credit” for the deferred tax liability relating to the basis difference in goodwill. This deferred tax liability is not 
considered in the determination of the valuation allowance due to the indefinite life of the goodwill intangible assets. 

  
Through the period ended December 31, 2005, all earnings of our foreign operations were considered as permanently 

reinvested.  Undistributed earnings of our foreign subsidiaries amounted to approximately $133.4 million at December 31, 2005. 
Those earnings are considered to be indefinitely reinvested and, accordingly, no provision for U.S. federal and state income taxes has 
been provided thereon. Upon distribution of those earnings, we would be subject to U.S. income taxes (subject to an adjustment for 
foreign tax credits) and withholding taxes payable to various foreign countries. During 2006, we determined there 
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was no clear need for future earnings and cash to remain in the foreign subsidiaries.  Therefore, all post 2005 earnings cannot be 
considered as permanently reinvested.  As such, all taxes related to future dividend distributions of post 2005 earnings must now be 
currently accrued.  This current tax accrual includes an accrual in the U.S. for potential withholding taxes of $1.7 million which would 
be triggered on that formal dividend declared in the future. During 2006, foreign earnings were $21.2 million. 

  
In 2006 outside the United States, we had income before income taxes of $22.6 million, while recording a tax provision of 

$2.2 million, representing an effective tax rate of 10%. The overall effective tax rate outside the United States is positively influenced 
by a favorable tax rate applicable to our operating subsidiary in Switzerland and adversely influenced by valuation allowances in 
certain loss generating subsidiaries. In certain foreign jurisdictions, we incurred losses before income taxes but recorded no tax benefit 
due to uncertainties regarding our ability to utilize any benefits associated with our net deferred income tax assets in those 
jurisdictions. Accordingly, we have established full valuation allowances against those net deferred income tax assets. 

  
Segment Results 
  
The following table presents net sales and Operating EBITDA expressed in millions of dollars for each of our reportable 

segments (totals may not foot due to rounding): 
  

(1)          “Operating EBITDA” as used with respect to our operating segments is a measure upon which we assess the financial 
performance of these segments. Operating EBITDA excludes interest expense, income tax expense and depreciation and 
amortization, as well as items such as restructuring expenses, certain significant charges related to new product development and 
launch costs, cost related to the transition to a new exclusive distributor in the United States and certain other non-cash items. See 
Note 14 to the audited consolidated financial statements found elsewhere in this document for a description of Operating 
EBITDA and a reconciliation of Operating EBITDA to income (loss) before income taxes. Operating EBITDA margin represents 
Operating EBITDA as a percentage of net sales. 

  
(2)             North America segment results exclude immaterial sales and $3.3 million of negative Operating EBITDA results related to a new 

product launch which we evaluate separately from the geographical segments for the year ended December 31, 2006. 
  

North America 
  
Net sales. In North America, despite reduced consumer demand, net sales improved in the grocery/drug channel as an 

adverse inventory adjustment in the year ended December 31, 2005 did not repeat in the same period in 2006.  Lower trade marketing 
expenses in the grocery and food service channels, increased contract manufacturing activity and lower coupon redemption also 
favorably impacted North America sales.  In the mass channel, sales increased due to improved distribution at a key retailer; however, 
the increase in sales was partially offset by unfavorable sales mix due to the shift from a 200 count to 250 count product.  In the club 
channel, sales declines related to slower consumer demand, unfavorable sales mix and higher trade marketing partially offset the sales 
improvements previously discussed.  Trade marketing, sales discounts and slotting fees  
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    Net Sales
 

Operating EBITDA (1)
 

    
Year Ended 

December 31,
 

Better/(Worse) 
than Prior Year

 

Year Ended 
December 31, 

  
Better/(Worse) 
than Prior Year

 

    2005 
 

2006
 

$
 

%
 

2005
  2006 

  $
 

%
 

    (dollars in millions)
 

(dollars in millions)
 

North America (2) 
  $113.5 $124.8 $11.3 10 % $36.5 

  $45.7 
  $9.2 25 %

Operating EBITDA Margin 
           

32 % 37 % 5 %
  

              
EAME 

  136.6 
 

114.3
 

(22.3 ) (16 )% 40.8 
  32.9 

  (7.9 ) (19 )%
Operating EBITDA Margin 

           

30 % 29 % (1 )%
  

              
Latin America 

  34.5 
 

34.0
 

(0.5 ) (2 )% 10.1 
  8.9 

  (1.3 ) (12 )%
Operating EBITDA Margin 

    29 % 26 % (3 )%
              
Asia/Pacific 

  20.4 
 

20.8
 

0.4
 

2 % 4.7 
  6.2 

  1.4
 

30 %
Operating EBITDA Margin 

           

23 % 30 % 6 %
  



  
were approximately 14% of gross sales for the year ended December 31, 2006 as compared to approximately 20% of gross sales for 
the year ended December 31, 2005. 

  
Operating EBITDA. The increase in Operating EBITDA was primarily related to the margin impact of the improved sales, 

lower conversion costs related to reduced spending, headcount reductions, improved overhead absorption costs related to increased 
contract manufacturing activities, lower inventory obsolescence costs and the impact of a volume related penalty recorded in 2005 that 
did not repeat in 2006.  These favorable impacts were partially offset by higher selling costs due to increased sales volumes and 
commissions to the new distributor, unfavorable sales mix and higher performance-based incentive expense. Operating EBITDA 
margin increased due primarily to the reductions in cost of goods sold previously discussed. 

  
EAME 
  
Net sales. In EAME, sales declined primarily as a result of lower sales across most of the region, led by France, the UK, 

South Africa, Portugal, Italy and Hungary, as well as unfavorable currency translation of $0.5 million.  In the UK, sales were 
significantly impacted by aggressive pricing by major grocery retailers that forced higher discounting.  This trend may have been 
exacerbated by the diversion of discounted product into the retail channel.  Despite the reduction in sales, we maintained our volume 
and dollar share of the market; however, the overall value of the market has declined. In France and Italy, weakened economies 
continued to depress consumer demand, and the decreased revenues for the year ended December 31, 2006 also reflected the loss of 
consumers resulting from the publication in July 2005 of a now widely discredited study on the safety of aspartame. In France, a new 
law regulating negotiations between the trade and manufacturer also negatively impacted net sales.  In Portugal, South Africa and 
Hungary, the conversion from a direct sales model to a distributor model caused declines in net sales as expected, but this decline in 
revenue was offset to varying extent by reduced infrastructure costs.  In Portugal, we closed our office and converted our proprietary 
distribution operation into a third party distributor operation at the end of 2005. The new distributor acquired more inventory than 
normally required as part of its start-up of the distributorship, which caused unusually low sales to that distributor in 2006.  Sales also 
declined in Hungary, Ireland, Greece and Germany, primarily as a result of lower consumer demand, weak economies and health 
concerns.  In Belgium and the Netherlands, an unusually positive impact on sales compared to the same period in 2005 was created by 
the conversion to a buy/sell model with the distributor in those countries. However, that favorable impact was fully offset in the 
Netherlands due to timing of promotional activities and partially offset in Belgium by weakness in the market for both chocolates and 
sweeteners. 

  
Operating EBITDA.  Operating EBITDA decreased mainly due to the margin impact of lower sales and higher performance-

based incentive expense.  These negative impacts were partially offset by reduced brand support at the regional level, favorable 
balance sheet remeasurement impacts, lower variable selling costs and freight and distribution costs due to reduced sales, reduced 
supply chain, marketing and selling administration costs due to savings from restructuring actions, lower inventory obsolescence costs 
and the $1.3 million charge related to the Food Brokers, LTD receivable that was incurred in the year ended December 31, 2005 that 
did not recur in the corresponding period in 2006. The slight decrease in Operating EBITDA margin was primarily due to a decrease 
in gross margin as a percent of sales, mainly related to changes in sales mix, discounted pricing in the UK and the pricing impact of 
converting countries to distributor models. 

  
Latin America 
  
Net sales. The decrease in Latin American sales was due to lower sales in Mexico and unfavorable currency translation of 

approximately $0.4 million.  In Mexico, food service sales declined as we are in the process of transitioning from our prior distributor 
to a direct sales model and sales were also negatively impacted by a planned reduction in distributor inventory levels in the retail 
channel.  These unfavorable impacts were partially offset by improved consumer demand in the grocery channel in the Caribbean and 
Central America and improved sales in Chile, Argentina and Venezuela. 

  
Operating EBITDA. The decrease in Operating EBITDA was mainly related to the margin impact of lower sales, higher 

brand support in Mexico and the impact of a $1.3 million reversal of a currency loss in the year ended December 31, 2005 that did not 
repeat in the corresponding period in 2006.  These impacts were partially offset by reduced marketing, selling and general 
administrative costs due to savings from restructuring actions and business model changes.    Operating EBITDA margin decreased 
primarily due to higher marketing expenses as a percentage of sales. 
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Asia/Pacific 
  
Net sales. Net sales in the Asia/Pacific region improved due to growth in the retail channel and increased distribution in the 

food service channel in the Australia/New Zealand market and improved sales in Thailand.  These favorable impacts were partially 
offset by lower sales in Malaysia and India as a result of inventory management to allow transitions to new distributors. 

  
Operating EBITDA. Operating EBITDA and Operating EBITDA margin increased mainly due to reductions in inventory 

obsolescence charges and savings from restructuring actions, mainly in Australia. 
  
Corporate and Other Expenses 
  
Corporate expenses increased from $24.4 million for the year ended December 31, 2005 to $26.4 million for the year ended 

December 31, 2006, primarily due to higher performance-based incentive expense and litigation costs, partially offset by lower 
consulting costs, information technology costs and savings related to restructuring actions. 

  
In 2006, we launched an all-natural, zero-calorie sweetener that is being marketed under the Sweet Simplicity® brand for our 

subsidiary, Whole Earth Sweetener Company LLC. We incurred $3.3 million in expenses for the year ended December 31, 2006 
related to the marketing and development of this sweetener. 

  
Liquidity and Capital Resources 
  

Our liquidity needs are primarily met through internally generated cash flow supplemented in 2007 by a one-time  payment 
received pursuant to an agreement with a third party. As needed, we also borrow money under the revolving credit facility of the 
Amended and Restated Credit Agreement.  Our primary uses of cash are cost of sales, operating expenses, debt service, capital 
expenditures and distributions to our stockholder. Foreign subsidiaries generated approximately 59% of consolidated net sales during 
the year ended December 31, 2007, and our U.S. operations have relied upon the repatriation of cash from our foreign subsidiaries to 
satisfy many of our domestic cash requirements. Historically, our U.S. operations had received a vast majority of funds from foreign 
subsidiaries through our Swiss subsidiary in the form of payments pursuant to a promissory note. This promissory note was repaid in 
full in January 2006. On March 30, 2006, we issued a revolver note to our Swiss subsidiary, which will mature in 2011. Our U.S. 
operations may borrow up to $200 million from our Swiss subsidiary during the term of the revolver note.  We are repatriating cash to 
the United States through borrowings under this revolver note. The principal balance relating to this revolving note as of 
December 31, 2007 was $66.1 million. 

  
We had $51.0 million of cash and cash equivalents as of December 31, 2007. Our cash balance at December 31, 2007 

increased 115% over the cash balance at December 31, 2006 due primarily to a one-time cash payment received in 2007 pursuant to 
an agreement with a third party.  Accounts receivable levels, time to payment and inventory levels impact the amount of internally 
generated cash flow. The following table shows information with respect to accounts receivable and inventory as of December 31, 
2005, 2006 and 2007. Accounts receivable increased in the year ended December 31, 2006 primarily due to higher sales in the fourth 
quarter of 2006 compared to the fourth quarter of 2005.  Accounts receivable increased in the year ended December 31, 2007 
primarily due to the timing of year end collections from ACH, impact of change in distribution model in Mexico and higher 2007 
fourth quarter sales in the UK. The decrease in inventory as of December 31, 2006 as compared to December 31, 2005 resulted as the 
excess aspartame inventory purchased in 2005 was consumed to a large extent during 2006 and finished goods inventories were 
lowered due to changes in business models and improvements in finished goods inventory management.  Inventory remained 
relatively stable when comparing December 31, 2007 and December 31, 2006. 
  

  
Capital Constraints and Need to Refinance or Restructure 
  

We believe that the development and introduction of new products under our Equal® and Canderel® brands may help to 
stabilize our core business while innovative, all-natural sweeteners and sweetened food products under our Sweet Simplicity® brand 
for Whole Earth Sweetener Company present growth opportunities for us. However, we may be constrained in our ability to realize 
fully the value of these new products as a result of our current capital structure. The  
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December 31,
 

   

2005 
  2006

 

2007
 

Accounts receivable (in millions) 
 

$ 66.3 
  $ 68.0

 

$ 74.4
 

Days sales outstanding 
 

78 
  83

 

92
 

Inventory (in millions) 
 

$ 29.2 
  $ 13.8

 

$ 13.5
 

Days sales in inventory 81 
  40 38



  
successful launch of new products and marketing of our core brands requires capital, and we must use a significant portion of our cash 
flows from operations to service our outstanding debt. We had an aggregate of $552.6 million of long-term debt outstanding at 
December 31, 2007, including capital lease obligations, and paid $40.7 million in interest costs for the year ended December 31, 2007, 
$22.0 million of which represented interest payments on the Notes. If we cannot generate cash flows from operations significantly in 
excess of our debt obligations, we may not have the resources required to fully realize the value of our strategic initiatives. 

  
In order to maximize value, management is focused on refinancing or restructuring all or part of our debt obligations.  On 

January 11, 2009, approximately $4.1 million principal amount of the Term A loans and any revolving loans outstanding under our 
senior credit facility will become due and payable, and we will no longer be able to draw revolving loans or issue letters of credit 
under our senior credit facility.  In addition, interest on our Discount notes will become payable in cash commencing on May 15, 
2009.  The indenture governing the Notes limits Merisant’s ability to pay dividends or loan cash to our company, which has no 
operations of its own. 

  
On March 17, 2008, we launched efforts to arrange a new $245 million senior secured credit facility, comprised of $210 

million of term loans and a $35 million revolving loan facility.  If successfully arranged on the terms contemplated, loans outstanding 
under the New Credit Facility will mature in 2013 and we anticipate that we will have more flexibility under its covenants to further 
stabilize our core business, pursue our growth initiatives and address the challenges of our current capital structure.  We may engage 
in discussions from time to time with our noteholders on ways to restructure all or part of our other debt obligations. 

  
Year Ended December 31, 2007 Compared to Year Ended December 31, 2006 
  

For the year ended December 31, 2007, net cash provided by operating activities was $44.4 million compared to $21.0 
million for the year ended December 31, 2006. Operating cash flows increased $23.4 million versus the year ended December 31, 
2006, due to increased net income in 2007 after adjusting for non-cash items of $54.8 million primarily due to the gain related to a 
one-time payment received in 2007 pursuant to an agreement with a third party net of a decrease in the contribution of working capital 
of $7.6 million.  The contribution from working capital decreased mainly due to reduced aspartame inventories as we consumed 
significant quantities in 2006 that were purchased in 2005 to satisfy a minimum volume commitment.  Inventory purchases have 
stabilized since 2005.  Partially offsetting this impact, the contribution from working capital for 2007 was more positively impacted by 
changes in accounts payable and accrued expenses as compared to 2006. 

  
Net cash used in investing activities totaled $6.6 million for the year ended December 31, 2007 compared to $2.7 million for 

the year ended December 31, 2006 due to increased spending on capital expenditures primarily related to increasing manufacturing 
efficiencies. 

  
For the year ended December 31, 2007, financing activities used $11.3 million in cash as compared to $13.0 million in cash 

for the year ended December 31, 2006.  In the year ended December 31, 2007, cash was provided from $85.0 million in borrowings 
under the Amended and Restated Credit Agreement and we used cash to pay our scheduled principal payments under the Senior Credit 
Agreement, to pay all outstanding borrowings, interest and premium under the Second Lien Credit Agreement and to pay costs 
associated with the Amended and Restated Credit Agreement.  In the year ended December 31, 2006, cash was provided from 
borrowings of $85.0 million under the Second Lien Credit Agreement, but the proceeds were used fully to prepay borrowings under 
the Senior Credit Agreement and for costs relating to the Second Lien Credit Agreement.  Additional funds obtained from the sale of 
our South African and Hungarian subsidiaries were used to prepay existing debt obligations in accordance with the terms of the Senior 
Credit Agreement and cash from operations was used to reduce our borrowings under the revolving credit facility from $16.0 million 
as of December 31, 2005 to $0 as of December 31, 2006.  For the year ended December 31, 2006, we also used cash to pay scheduled 
principal payments under the Senior Credit Agreement and to pay fees related to amendments to the Senior Credit Agreement. 

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

For the year ended December 31, 2006, net cash provided by operating activities was $21.0 million compared to $9.7 million 
for the year ended December 31, 2005. Operating cash flows increased $11.3 million versus the year ended December 31, 2005, due to 
an increase in the contribution from working capital of $19.5 million partially offset by decreased net income after adjusting for non-
cash items. The contribution from working capital increased mainly due to reduced aspartame inventories as we consumed significant 
quantities in 2006 that were purchased in 2005 to satisfy a minimum volume commitment, lower finished goods inventories related to 
several business model changes and improved inventory management and a reduction in  
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other receivables due mainly to the collection of funds related to the sale of the South African subsidiary.  In addition, the contribution 
from working capital for the period ending December 31, 2005 was more negatively impacted by changes in accounts payable and 
accrued expenses and, to nearly the same extent, more positively impacted by changes in accounts receivable as compared to the 
period ending December 31, 2006. 

  
Net cash used in investing activities totaled $2.7 million for the year ended December 31, 2006 compared to $4.4 million for 

the year ended December 31, 2005 due to decreased spending on capital expenditures. 
  
For the year ended December 31, 2006, financing activities used $13.0 million in cash as compared to providing $4.7 million 

in cash for the year ended December 31, 2005.  In the year ended December 31, 2006, cash was provided from borrowings of $85.0 
million under the Second Lien Credit Agreement, but the proceeds were used fully to prepay borrowings under the Senior Credit 
Agreement and for costs relating to the Second Lien Credit Agreement.  Additional funds obtained from the sale of our South African 
and Hungarian subsidiaries were used to prepay existing debt obligations in accordance with the terms of the Senior Credit Agreement 
and cash from operations was used to reduce our borrowings under the revolving credit facility from $16.0 million as of December 31, 
2005 to $0 as of December 31, 2006.  For the year ended December 31, 2006, we also used cash to pay scheduled principal payments 
under the Senior Credit Agreement and to pay fees related to amendments to the Senior Credit Agreement, as was also the case for the 
year ended December 31, 2005. 

  
Capital Expenditures 
  

Capital expenditures in 2007 were $6.8 million and are expected to be in the range of $21.0 million to $24.0 million in 2008. 
The expected increase is related to forecasted purchases of equipment and capital improvements necessary to further optimize our 
manufacturing operations. We believe that internally generated cash flow, together with borrowings available under the Amended and 
Restated Credit Agreement will be sufficient to fund capital expenditures over the next 12 months. 

  
We may be required to prepay up to $15.2 million of the principal amount of term loans outstanding under our Amended and 

Restated Credit Agreement five business days after the filing of this report with excess cash as required and calculated under the terms 
of our Senior Credit Facility.  On March 17, 2008, Merisant launched efforts to arrange a new $245 million senior secured credit 
facility, comprised of $210 million in term loans and a $35 million revolving loan facility.  If the New Credit Facility is closed prior to 
the date on which we are required to prepay a portion of the term loans with excess cash, Merisant will retain the cash that would 
otherwise have been used to prepay the term loans.  If we do not close the New Credit Facility by that date, we will prepay a portion 
of the term loans and raise the full amount of the $210 million in term loans under the New Credit Facility, thereby providing cash 
equivalent to the amount used to prepay the term loans under our current Amended and Restated Credit Agreement.  If Merisant is not 
able to close the New Credit Facility at all, we believe that cash on hand and internally generated cash flow, together with borrowings 
available under the Amended and Restated Credit Agreement will provide sufficient cash to make this term loan payment and meet 
our planned capital expenditures. 

  
Financing 
  

On November 12, 2003, we issued $136.0 million stated aggregate principal amount at maturity of our Discount Notes and 
on July 11, 2003, Merisant issued $225.0 million principal amount of their Notes and Merisant refinanced its credit facility with the 
Senior Credit Agreement.  A portion of the proceeds of the Discount Notes, the Notes and the Senior Credit Agreement were used to 
pay a dividend to our stockholders. 

  
The Discount Notes are unsecured obligations and are subordinated in right of payment to all of our existing and future senior 

indebtedness.  The Discount Notes had an initial accreted value of principal of $.551 per $1 fully accreted stated principal amount at 
maturity.  The accreted value of principal of each Discount Note increases from the date of issuance until November 15, 2008 at the 
rate equal to the interest rate then in effect.  The stated rate of interest for the Discount Notes is 12.25% per annum.  Interest is payable 
semiannually in arrears on May 15th and November 15th, commencing on May 15, 2009.  The Discount Notes mature on 
May 15, 2014. 

  
The Notes are unsecured obligations and are subordinated in right of payment to all existing and future senior indebtedness of 

Merisant. The Notes mature on July 15, 2013. The stated rate of interest for the Notes is 9 ⁄2% per annum. Interest is payable 
semiannually in arrears on January 15th and July 15th. 

  
The Senior Credit Agreement provided for aggregate commitments of up to $310.0 million, consisting of a revolving loan 

facility of $35.0 million, of which a portion is available at our option in euro or dollars or in the form of letters of credit  
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denominated in dollars or euro, as well as term loan facilities of $275.0 million, consisting of a Euro Term Loan A of $50.0 million, 
and a Term Loan B of $225.0 million, denominated in dollars. The Euro Term Loan A and the revolving loan facility have a maturity 
of five and one-half years while the Term Loan B has a maturity of six and one-half years. The Senior Credit Agreement is guaranteed 
by our company and each of our domestic subsidiaries. The Senior Credit Agreement and the guarantees of the guarantors were 
secured by a first-priority security interest in substantially all of our assets and the assets of the guarantors. 

  
Merisant has sought and obtained amendments to the Senior Credit Agreement from time to time. Merisant faced a possible 

immediate default under the Senior Credit Agreement in the first quarter of 2006 as a result of continued declines in Bank EBITDA.  
Merisant successfully completed an amendment to the Senior Credit Agreement on March 29, 2006, which amended the financial 
covenants as of December 31, 2005, adjusted the financial covenants through the maturity date of loans outstanding under the Senior 
Credit Agreement, incorporated new financial covenants, adjusted the interest rate on borrowings under the Senior Credit Agreement, 
amended the definition of Bank EBITDA to provide additional “add backs” related to restructuring and new product development 
efforts, and amended certain other covenants (the “Fourth Amendment”).  The Fourth Amendment also required us to raise 
approximately $85.0 million of new borrowings to be used to reduce borrowings under the Senior Credit Agreement before January 2, 
2007.  Merisant consummated the Second Lien Credit Agreement on June 23, 2006.  The Second Lien Credit Agreement provided for 
an $85.0 million term loan facility, which was drawn in a single draw at closing and was secured by a second lien on all of the assets 
that secure loans outstanding under the Senior Credit Agreement. The maturity date of the term loan was June 11, 2010. 

  
Concurrent with the closing of the Second Lien Credit Agreement, Merisant completed another amendment to the Senior 

Credit Agreement (the “Fifth Amendment”).  The Fifth Amendment amended the Senior Credit Agreement to accommodate the 
Second Lien Credit Agreement and to effect certain other amendments that were intended to facilitate a de-leveraging of our capital 
structure.  The amendments include exceptions to the restrictive covenants to permit, subject to certain limitations and subject to the 
restrictions contained in the indenture governing the Notes and the Discount Notes due 2014: 

  
•                                        the issuance of certain preferred stock; 
  
•                                        the issuance of up to an aggregate of $100.0 million of payment-in-kind (“PIK”) notes and additional secured 

indebtedness; 
  
•                                        additional restricted payments up to $10.0 million each fiscal year; 
  
•                                        the exchange by our company or Merisant of our capital stock, PIK notes or additional secured PIK indebtedness for 

the Discount Notes or the Notes or the repurchase of the Notes or Discount Notes with the net cash proceeds from 
the issuance of such capital stock, PIK notes or additional secured PIK indebtedness so long as the Notes and the 
Discount Notes are cancelled in connection with any such transaction; and 

  
•                                        the acquisition by our company or Merisant of the Notes or Discount Notes in transactions permitted under the 

restricted payment covenant. 
  
In addition, the beneficial owners of the Notes and the Discount Notes may acquire our common stock without triggering a 

change of control event of default so long as our original investors continue to control of record and beneficially, directly or indirectly, 
at least 51% of our outstanding common stock. 

  
Depending on the type of borrowing, the applicable interest rate under the Second Lien Credit Agreement was calculated as a 

per annum rate equal to (a) LIBOR plus 850 basis points or (b) (i) the greater of (x) the prime rate or (y) the federal funds effective 
rate plus 0.5% plus (ii) 750 basis points.  As of December 31, 2006, there were $85.0 million in term loans outstanding under the 
Second Lien Credit Agreement at an interest rate of 13.89%. 

  
The obligations under the Second Lien Credit Agreement were guaranteed by our company and our domestic subsidiaries, 

and were secured by a lien on substantially all of our assets and the assets of Merisant Worldwide and each subsidiary guarantor, 
including a pledge of 65% of the ownership interests in each first-tier foreign subsidiary held by a guarantor, with certain exceptions. 

  
The Second Lien Credit Agreement increased the aggregate principal amount of our indebtedness by $7.2 million  
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and increased our interest expense.  Merisant’s loans outstanding under the Senior Credit Agreement had a weighted average interest 
rate of approximately 9.0% per annum prior to the closing of the Second Lien Credit Agreement. Merisant’s borrowings under the 
Senior Credit Agreement and Second Lien Credit Agreement had a weighted average interest rate of approximately 10.3% per annum 
upon the closing of the Second Lien Credit Agreement.  The interest rates on loans outstanding under the Senior Credit Agreement 
reverted to Euro-LIBOR plus 325 basis points on Euro-denominated term A loans and LIBOR plus 325 basis points on term B loans 
and revolving loans upon the closing of the Second Lien Credit Agreement. 

  
On May 9, 2007, Merisant amended and restated its Senior Credit Agreement (the “Amended and Restated Credit 

Agreement”), which, among other things, increased by $85.0 million the principal amount of Tranche B Term Loans that could be 
borrowed by us under the facility.  Merisant paid $2.5 million in fees and expenses related to this amendment and restatement which 
were deferred and are being amortized over the term of the related debt. Upon closing, we borrowed the full $85.0 million of 
additional Tranche B Term Loans and used the proceeds plus cash on hand to prepay the principal of all loans outstanding under the 
Second Lien Credit Agreement totaling $85.0 million, plus all outstanding interest of $1.4 million and a premium of $2.6 million, or 
$89.0 million.  The Second Lien Credit Agreement has been terminated as a result of the transaction and there was no increase in our 
long term debt.  In addition to the incurrence of fees, this transaction resulted in a write-off of existing deferred financing fees relating 
to the extinguishment of previously outstanding debt in the amount of $3.2 million. 

  
Upon closing of the above transaction and execution of the related amendment, the interest rate on all term loans and 

revolving loans outstanding under the Amended and Restated Credit Agreement increased from euro-LIBOR and LIBOR plus 325 
basis points per annum to euro-LIBOR and LIBOR plus 350 basis points per annum.  As a result of the termination of the Second Lien 
Credit Facility, our effective interest rate on variable interest rate debt decreased from 10.63% per annum prior to the closing of this 
transaction to 8.73% per annum subsequent to this transaction.  As of December 31, 2007, there were $203.9 million in borrowings 
outstanding under the Amended and Restated Credit Agreement. 

  
As of December 31, 2007, unamortized deferred financing cost related to entering into the Senior Credit Agreement, the 

issuance of the Notes in July 2003, the issuance of the Discount Notes in November 2003, the 2005 registered exchange offer with 
respect to the Notes and Discount Notes, the execution of any subsequent amendments to the Senior Credit Agreement and the 
execution of the Amended and Restated Credit Agreement was approximately $11.5 million and is being amortized in accordance 
with the terms of the respective debt instruments. 

  
On March 17, 2008, Merisant launched efforts to arrange a new $245 million senior secured credit facility, comprised of 

$210 million of term loans and a $35 million revolving loan facility.  If successfully arranged on the terms contemplated, loans 
outstanding under the New Credit Facility will mature in 2013 and we anticipate that we will have more flexibility under its covenants 
to further stabilize our core business, pursue our growth initiatives and address the challenges of our current capital structure.  We 
anticipate that term loans outstanding under the New Credit Facility will bear interest at LIBOR plus 650 basis points with a minimum 
interest rate of 9.75% per annum.  Term loans outstanding under our Amended and Restated Credit Agreement bear interest at LIBOR 
plus 350 basis points and do not have a minimum LIBOR level. 

  
Restrictive Covenants and Bank EBITDA.  The indentures governing the Discount Notes and the Notes and the Amended 

and Restated Credit Agreement contain certain covenants that limit or restrict the incurrence of liens, investments (including 
acquisitions), sales of assets, indebtedness, restricted payments (including dividends) and mergers and consolidations, subject to 
certain exceptions. 

  
The Amended and Restated Credit Agreement also requires Merisant to maintain compliance with a consolidated first-lien 

leverage ratio covenant, a consolidated leverage ratio covenant and a consolidated interest coverage ratio covenant. These ratios are 
measured on the basis of Bank EBITDA for the four fiscal quarters ending at least 45 days prior to the payment date.  Bank EBITDA 
is discussed here because it is the measure upon which the covenants contained in the Amended and Restated Credit Agreement are 
measured.  However, Bank EBITDA is not a measure of liquidity under GAAP. Accordingly, while providing useful information with 
respect to assessing compliance with covenants under our primary debt obligations, this measure should not be considered in isolation 
from, or as a substitute for, consolidated statement of cash flow data prepared in accordance with GAAP as an indication of liquidity. 
In addition, the Bank EBITDA measure presented may differ from, and may not be comparable to, similarly titled measures used by 
other companies. 

  
Bank EBITDA as defined under the Amended and Restated Credit Agreement excludes interest expense, income tax  
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and gross receipts tax expense, depreciation and amortization as well as certain other expenses and non-cash items, including: 

  
•                                          any extraordinary, unusual or non-recurring non-cash expenses or losses (including non-cash losses on sales of 

assets outside of the ordinary course of business); 
  
•                                          non-cash contributions and other non-cash compensation expense; 
  
•                                          non-cash losses attributable to equity in non-consolidated subsidiaries; 
  
•                                          transaction costs associated with the 2003 recapitalization transaction which are expensed and not amortized; 
  
•                                          any non-cash foreign currency translation adjustments; 
  
•                                          any extraordinary or non-recurring cash losses or expenses arising from restructuring not to exceed in the aggregate  

(A) if such period ends prior to January 1, 2006, $14,600,000, or (B) if such period begins on or after January 1, 
2006, (x) $11,000,000 with respect to any such non-recurring cash losses or expenses arising from the 
implementation of our plan known as “Project Arrow” and related restructuring, (y) $4,000,000 with respect to any 
such non-recurring cash losses or expenses arising from the transition from Heinz to ACH as our exclusive 
distributor in the United States; and (z) any cash expenses incurred in connection with (i) any waiver of a default or 
event of default and any amendment to the Senior Credit Agreement including the fees and expenses of any 
attorneys and financial advisers retained by the administrative agent pursuant thereto with respect to any such 
waiver or amendment and (ii) the negotiation, execution and closing of the Second Lien Credit Agreement and any 
waiver of a default or event of default and any amendment to the Second Lien Credit Agreement including the fees 
and expenses of any attorneys and financial advisers retained by the administrative agent with respect to any such 
waiver or amendment; 

  
•                                          expenses incurred by us or any subsidiary prior to January 1, 2007 in connection with the development and 

commercialization of our all-natural, zero-calorie sweetener to be marketed under the Sweet Simplicity® trademark 
in an amount not to exceed in the aggregate $3,000,000 and prior to January 1, 2009 in an amount not to exceed in 
the aggregate $15,000,000; and 

  
•                                          expenses incurred between January 1, 2007 and December 31, 2007 in connection with our litigation against McNeil 

and McNeil-PPC, Inc. in an amount not to exceed $4,000,000. 
  
Bank EBITDA for the year ended December 31, 2007 was $69.9 million. Merisant was in compliance with the covenants 

under the Amended and Restated Credit Agreement, at December 31, 2007. 
  
As of December 31, 2007, the company had no off balance sheet arrangements. 
  

Contractual Obligations and Commercial Commitments 
  

The following table summarizes future payments for our contractual obligations at December 31, 2007. 
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Contractual Obligations 

  
At December 31, 2007 

  
  

  
For additional information, see Notes 6 and 9 to the audited consolidated financial statements included elsewhere in this document. 

(1)                                  Includes projected variable and fixed interest related to the Amended and Restated Credit Agreement, Notes and Discount 
Notes and assumes that future variable interest rates do not deviate from current interest rates.  A significant portion of our 
debt bears interest at a fixed rate. Interest rate exposure results from our floating rate borrowings. Of the total interest of 
$161.1 million, $32.8 million relates to projected variable interest under the Amended and Restated Credit Agreement and 
$128.3 million relates to fixed interest under the Notes and the Discount Notes. 

  
(2)                                  Includes commitments to purchase major raw materials as well as finished goods from third party manufacturers, such as 

Kruger. 
  
(3)                                  Consists of deferred compensation in the aggregate amount of $3.0 million owed to Mr. Donald. The payments to 

Mr. Donald are offset by a note receivable from Mr. Donald. 
  

Interest on the Discount Notes will become payable in cash commencing on May 15, 2009.  The indenture governing the 
Notes limits Merisant’s ability to pay dividends or loan cash to our company.  Because we have no operations of our own, we will not 
be able to service the cash interest expense of its Discount Notes without the infusion of cash from Merisant.  Unless we refinance or 
restructure the Discount Notes, we may default on our interest payment obligations which would result in a default under our 
Amended and Restated Credit Agreement and the Notes. 

  
Item 7A.         Quantitative and Qualitative Disclosures About Market Risk 
  

Foreign Operations 
  
With approximately 59% of consolidated total net sales generated by subsidiaries outside of the United States in the years 

ended December 31, 2006 and December 31, 2007, our ability to obtain funds necessary to meet our obligations is subject to 
applicable laws, foreign taxes and intercompany pricing laws, including those relating to the flow of funds between our foreign 
affiliates pursuant to, for example, purchase agreements, licensing agreements or other arrangements.  Historically, our US operations 
received a vast majority of funds from foreign affiliates through our Swiss subsidiary in the form of payments pursuant to a 
promissory note.  The note was repaid in full in January 2006. On March 30, 2006, we issued a revolver note to our Swiss subsidiary, 
which will mature in 2011. Our US operations may borrow up to $200 million from our Swiss subsidiary during the term of the 
revolver note.  We are repatriating cash to the United States through borrowings under this revolver note, which total $34.9 million 
and $66.1 million as of December 31, 2006 and December 31, 2007, respectively. Regulators in the United States and other foreign 
countries where we operate may closely monitor our corporate structure and how it affects intercompany fund transfers. 

  
In addition, as of December 31, 2007, foreign affiliates comprised approximately 48% of our consolidated total assets.  

Accordingly, we have experienced and will continue to be exposed to foreign currency exchange risk. 
  
Foreign Currency and Interest Rate Risks 
  
Inherent in our operations are certain risks related to changes in foreign currency exchange rates and interest rates. We bear 

foreign currency exchange risk because a majority of our financing was obtained in U.S. dollars although a significant portion of 
revenues are earned in the various currencies of our foreign subsidiaries’ operations.  Under the Amended and Restated 
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Payments due by Period 
 

Contractual Obligations 
 

Less than 
1 year

 

Year 
2-3

 

Year 
4-5 

  
After 5 
years

 

Total
 

   
(dollars in millions) 

 

Long-Term Debt (1) $ 12.1 $ 191.8 $ 225.0 
  $ 137.1 $ 566.0

Total Interest (1) 
 

37.8
 

92.7
 

76.3 
  46.6

 

253.4
 

Capital Lease Obligations 
 

0.1
 

0.0
 

0.0 
  —

 

0.1
 

Operating Leases 
 

2.3
 

2.4
 

1.1 
  6.4

 

12.2
 

Inventory Purchase Obligations (2) 
 

9.2
 

9.9
 

0.2 
  —

 

19.3
 

Other Long-Term Liabilities (3) 1.0 2.0 — 
  — 3.0

Total Contractual Cash Obligations $ 62.5 $ 298.8 $ 302.6 
  $ 190.1 $ 854.0



Credit Agreement, a portion of our financing was obtained in euro.  This euro-denominated loan decreases our transactional exposure 
to euro exchange fluctuations until the euro principal and interest are repaid.  Decreases in sales and earnings from euro denominated 
countries that result from the euro weakening against the U.S. dollar are offset by the decrease in the euro denominated debt 
obligations (i.e., foreign currency transaction gain) and interest expense that also results from such a decrease in exchange rate.  
Likewise, any increase in sales and earnings from the euro denominated countries that results from a strengthening euro against the 
U.S. dollar offsets the increase in the euro denominated debt obligations (i.e., foreign currency transaction loss) and interest expense 
that results from such an exchange rate increase. 

  
A significant portion of our debt bears interest at a fixed rate.  Interest rate exposure results from our floating rate 

borrowings. For the year ended December 31, 2007, a 1.0% per annum increase or decrease in interest rates would have resulted in an 
increase or decrease in cash interest costs for our variable rate term loans of approximately $2.0 million. 

  
In the normal course of business, we identify risks relating to foreign currency exchange rates and interest rates and mitigate 

their financial impact through corporate policies and, at times, through the use of derivative financial instruments.  We use derivatives 
only where there is an underlying exposure and do not use them for trading or speculative purposes. The counter parties to the hedging 
activities would be highly rated financial institutions. We did not have any foreign currency forward exchange contracts or interest 
rate derivatives outstanding at December 31, 2007. 

  
Inflation Risk 
  
Inflation is not expected to have a material impact on our business, financial condition or results of operations.  In markets 

outside the United States in countries with higher inflation, we generally have been able to offset the impact of inflation through a 
combination of cost-cutting measures and price increases. 
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Item 8.            Financial Statements and Supplementary Data. 
  

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 
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Report of Independent Registered Public Accounting Firm 

  
To the Board of Directors and Stockholders of 
Merisant Worldwide, Inc. 
Chicago, Illinois 
  
We have audited the accompanying consolidated balance sheet of Merisant Worldwide, Inc. and Subsidiaries as of December 31, 2006 
and December 31, 2007 and the related consolidated statements of operations and comprehensive income (loss), stockholders’ equity 
(deficit) and cash flows for each of the three years in the period ended December 31, 2007.  These financial statements are the 
responsibility of the Company’s management.  Our responsibility is to express an opinion on these financial statements based on our 
audits. 
  
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).  
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are 
free of material misstatement.  The Company is not required to have, nor were we engaged to perform, an audit of its internal control 
over financial reporting.  Our audits included consideration of internal control over financial reporting as a basis for designing audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
Company’s internal control over financial reporting.  Accordingly, we express no such opinion.  An audit also includes examining, on 
a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation.  We believe that our 
audits provide a reasonable basis for our opinion. 
  
In our opinion, the consolidated statements referred to above present fairly, in all material respects, the financial position of Merisant 
Worldwide, Inc. and Subsidiaries at December 31, 2006 and December 31, 2007, and the results of their operations and cash flows for 
each of the three years in the period ended December 31, 2007 in conformity with accounting principles generally accepted in the 
United States of America. 
  
As described in Note 12 to the consolidated financial statements, the Company changed its method of accounting for uncertain tax 
positions effective January 1, 2007. 
  
/s/ BDO Seidman, LLP 
  
Chicago, Illinois 
March 26, 2008 
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MERISANT WORLDWIDE, INC. AND SUBSIDIARIES 

Consolidated Balance Sheets 
(Dollars In Thousands, Except Per Share Amounts) 

  

  
The accompanying notes are an integral part of these consolidated financial statements. 
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   At December 31,
 

   2006
 

2007
 

ASSETS 
  

Cash and cash equivalents 
  $ 23,753

 

$ 51,050
 

Trade accounts receivable, net of allowances of $534 and $854, respectively
  68,006

 

74,410
 

Other receivables 
  5,676

 

9,128
 

Inventories 
  13,792

 

13,540
 

Prepaid expenses and other assets 
  5,477 6,269

Current portion of note receivable from director 
  970

 

970
 

Deferred income tax assets 
  1,534

 

1,620
 

Total current assets 
  119,208

 

156,987
 

Property and equipment, net 
  23,341

 

23,509
 

Trademarks and other intangible assets, less accumulated amortization and impairment of $159,340 and 
$164,022, respectively 

  182,679
 

160,697
 

Goodwill 
  107,209 107,209

Deferred financing costs, less accumulated amortization of $8,410 and $11,186, respectively
  15,793

 

11,464
 

Non-current portion of note receivable from director
  2,651

 

1,822
 

Investment in equity affiliate 
  269

 

264
 

Other non-current assets 
  967

 

880
 

Total assets 
  $ 452,117

 

$ 462,832
 

LIABILITIES AND STOCKHOLDER’S DEFICIT
      

Accounts payable 
  $ 16,234 $ 22,618

Income taxes payable 
  1,578

 

1,031
 

Accrued interest expense 
  11,793 12,727

Accrued trademarketing and consumer promotions
  12,200

 

14,353
 

Accrued incentives 
  8,017

 

8,024
 

Accrued expenses and other liabilities 
  11,757

 

11,069
 

Current maturities of long-term obligations 
  8,468

 

12,178
 

Total current liabilities 
  70,047

 

82,000
 

Long-term obligations, net of current maturities 
  537,565 540,446

Deferred income tax liabilities 
  19,439

 

23,701
 

Other liabilities 
  11,452

 

6,954
 

Total liabilities 
  638,503

 

653,101
 

Commitments and contingencies (Note 9) 
  

Stockholder’s Deficit: 
      

Common stock, $0.01 par value, 10,000,000 shares authorized, 9,169,552 shares issued and 9,089,380 
and 9,086,495 shares outstanding, respectively.

  91
 

91
 

Due for purchase of shares in Merisant Worldwide, Inc.
  (707 ) (107 )

Retained deficit 
  (178,423 ) (185,434 )

Accumulated other comprehensive loss 
  (5,626 ) (3,038 )

  
  (184,665 ) (188,488 )

Less cost of treasury stock (80,172 and 83,057 shares, respectively)
  (1,721 ) (1,781 )

Total stockholders’ deficit 
  (186,386 ) (190,269 )

Total liabilities and stockholders’ deficit 
  $ 452,117 $ 462,832



 
MERISANT WORLDWIDE, INC. AND SUBSIDIARIES 

Consolidated Statements of Operations and Comprehensive Loss 
(Dollars In Thousands) 

  

  
The accompanying notes are an integral part of these consolidated financial statements. 
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Years Ended December 31,
 

   

2005
  2006 

 

2007
 

Net sales 
 

$ 304,965 
  $ 293,925

 

$ 290,167
 

Cost of sales 
 

129,782 
  124,795

 

129,089
 

Gross profit 
 

175,183 
  169,130

 

161,079
 

Operating expenses: 
         

Marketing and selling expenses 
 

72,926 
  73,012

 

66,244
 

Administration expenses 43,218 
  42,202 42,876

Amortization of intangible assets 
 

22,216 
  22,361

 

21,982
 

Transaction fees 
 

(501 ) 3,300
 

—
 

Net loss on long lived assets 
 

559 
  8,823

 

—
 

Restructuring expenses 
 

2,975 
  5,504

 

1,390
 

Total operating expenses 
 

141,393 
  155,202

 

132,492
 

Income from operations 
 

33,790 
  13,928

 

28,587
 

Other expense (income): 
         

Interest income 
 

(833 ) (618 ) (916 )
Interest expense 

 

57,269 
  59,248

 

59,403
 

Cost of refinancing — 
  2,478 5,791

Other expense (income), net (11,143 ) 411 (29,812 )
Total other expense 

 

45,293 
  61,519

 

34,466
 

Loss before income taxes (11,503 ) (47,591 ) (5,879 )
Provision for income taxes 

 

5,647 
  4,570

 

6,889
 

Net loss 
 

$ (17,150 ) $ (52,161 ) $ (12,768 )
Net loss from above 

 

$ (17,150 ) $ (52,161 ) $ (12,768 )
Other comprehensive income (loss) 

 

(3,083 ) 1,405
 

2,588
 

Total comprehensive loss 
 

$ (20,233 ) $ (50,756 ) $ (10,180 )



  
MERISANT WORLDWIDE, INC. AND SUBSIDIARIES 
Consolidated Statements of Stockholders’ Equity (Deficit) 

(Dollars in Thousands) 
  

  
The accompanying notes are an integral part of these consolidated financial statements. 
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Common 

Stock
 

Due for 
Purchase of 

Shares in 
Merisant 

Worldwide,  
Inc.

 

Retained 
Earnings 
(Deficit)

 

Accumulated 
Other 

Comprehensive 
Loss 

  
Treasury  
Stock at  

cost
 

Total
 

Balance at December 31, 2004. 
  $ 91 $ (767 ) $ (109,112 ) $ (3,948 ) $ (1,721 ) $ (115,457 )

Foreign currency translation adjustment 
  —

 

—
 

—
 

(4,915 ) —
 

(4,915 )
Net change in fair value of derivative instruments, 

net of taxes 
  —

 

—
 

—
 

1,832 
  —

 

1,832
 

Net loss 
  —

 

—
 

(17,150 ) — 
  —

 

(17,150 )
Balance at December 31, 2005. 

  91 (767 ) (126,262 ) (7,031 ) (1,721 ) (135,690 )
Foreign currency translation adjustment 

  —
 

—
 

—
 

1,405 
  —

 

1,405
 

Settlement of loan for purchase of common stock 
  —

 

60
 

—
 

— 
  —

 

60
 

Net loss 
  — — (52,161 ) — 

  — 52,161 )
Balance at December 31, 2006. 

  91
 

(707 ) (178,423 ) (5,626 ) (1,721 ) (186,386 )
Cumulative effect of FIN 48 implementation 

  —
 

—
 

5,757
 

— 
  —

 

5,757
 

Foreign currency translation adjustment 
  —

 

—
 

—
 

2,588 
  —

 

2,588
 

Settlement of loan for purchase of common stock 
  —

 

540
 

—
 

— 
  —

 

540
 

Repurchase of common stock 
  — 60 — — 

  (60 ) —
Net loss 

  —
 

—
 

(12,768 ) — 
  —

 

(12,768 )
Balance at December 31, 2007. 

  $ 91 $ (107 ) $ (185,434 ) $ (3,038 ) $ (1,781 ) $ (190,269 )



 
MERISANT WORLDWIDE, INC. AND SUBSIDIARIES 

Consolidated Statements of Cash Flows 
(Dollars in Thousands) 

  

  
The accompanying notes are an integral part of these consolidated financial statements. 

  
44 

 

   

Years Ended December 31,
 

   

2005
  2006 

 

2007
 

Operating Activities 
    

Net loss 
 

$ (17,150 ) $ (52,161 ) $ (12,768 )
Adjustments to reconcile net loss to net cash provided by operating activities:

         

Depreciation 
 

9,330 
  8,371

 

6,159
 

Net non-cash loss on long lived assets 
 

559 
  8,823

 

—
 

Euro-denominated loan foreign exchange loss (gain) (5,680 ) 2,842 2,025
Amortization of intangible assets 

 

22,216 
  22,361

 

21,982
 

Amortization of deferred financing costs 2,789 
  3,482 3,656

Interest accretion on senior subordinated discount notes
 

11,468 
  12,303

 

13,856
 

Deferred financing fee write off 
 

— 
  2,478

 

3,241
 

Net gains on derivative instruments 
 

(5,607 ) (694 ) —
 

Equity in loss of affiliate 
 

407 
  93

 

4
 

Deferred income tax provision 1,660 
  4,144 4,193

Gain on liquidation or sale of subsidiaries 
 

(534 ) (791 ) (284 )
Changes in operating assets and liabilities: 

    
Trade accounts receivable 

 

11,712 
  984

 

(3,956 )
Other receivables 

 

2,483 
  5,960

 

(2,507 )
Inventories 

 

(5,419 ) 16,426
 

586
 

Prepaid expenses and other assets 
 

824 
  (2,292 ) (663 )

Accounts payable (13,587 ) (134 ) 6,215
Accrued expenses and other (5,767 ) (11,226 ) 2,668

Net cash provided by operating activities 
 

9,704 
  20,969

 

44,407
 

Investing Activities 
         

Proceeds from sale of property and equipment 
 

147 
  216

 

245
 

Purchase of property and equipment 
 

(4,585 ) (2,948 ) (6,838 )
Net cash used in investing activities 

 

(4,438 ) (2,732 ) (6,593 )
Financing Activities 

    
Net borrowings (payments) under revolving credit facility

 

16,000 
  (16,000 ) —

 

Borrowings under long-term obligations 
 

324 
  85,095

 

85,088
 

Principal payments on long-term obligations 
 

(9,684 ) (76,565 ) (94,335 )
Payment of deferred financing costs 

 

(1,971 ) (5,581 ) (2,568 )
Settlement of loan for purchase of shares — 

  60 540
Net cash (used in) provided by financing activities

 

4,669 
  (12,991 ) (11,275 )

Effect of exchange rates on cash and cash equivalents
 

(965 ) 433
 

758
 

Net increase in cash and cash equivalents 
 

8,970 
  5,679

 

27,297
 

Cash and cash equivalents at beginning of year 9,103 
  18,073 23,753

Cash and cash equivalents at end of year 
 

$ 18,073 
  $ 23,753

 

$ 51,050
 

      
Supplemental cash flow information 

    
Cash paid for interest 

 

$ 41,896 
  $ 44,313

 

$ 40,655
 

Cash paid (received) for income taxes $ (641 ) $ 2,452 $ 2,587



 
MERISANT WORLDWIDE, INC.  AND SUBSIDIARIES 

Notes to Consolidated Financial Statements 
(Dollars In Thousands, Except Per Share Amounts) 

  
1. Description of Business and Basis of Presentation 
  

On March 17, 2000, Merisant Worldwide, Inc. (the “Company”), acquired the global tabletop sweetener business from the 
Monsanto Company (“Monsanto”) of St. Louis, Missouri. The Company, headquartered in Chicago, Illinois, manufactures and 
distributes sugar substitute sweeteners for the domestic and international consumer food markets, primarily under the Equal® and 
Canderel® brands. The Company distributes its products via the food retail, mass merchandising, pharmacy and food service 
channels. The Company, through its broker/distributor agents or its own direct sales force, extends credit to its customers on terms 
customary with local, regional or national practices.  As of December 31, 2007, the Company has two manufacturing facilities, one in 
the United States and one in Argentina, and approximately nineteen foreign subsidiaries throughout Europe, Africa and the Middle 
East (“EAME”), Latin America and Asia Pacific through which it sells its product. 

  
Certain reclassifications have been made in the prior years’ financial statements to conform to the current year presentation. 
  

2. Summary of Significant Accounting Policies 
  

Principles of Consolidation 
  
The consolidated financial statements of the business include the domestic and international subsidiaries of the Company. All 

significant intercompany balances and transactions have been eliminated in consolidation.  The Company has one non-wholly owned 
subsidiary in the Philippines that it accounts for under the equity method. 

  
Cash and Cash Equivalents 
  
Cash and cash equivalents are highly liquid investments with original maturities of three months or less. 
  
Inventories 
  
Inventories are stated at the lower of cost or market. The cost of inventory is determined by the first in, first out method. 
  
Property and Equipment 
  
Property and equipment are recorded at cost. Depreciation is computed using the straight-line method over the estimated 

useful lives of the assets as follows: 
  

  
When property and equipment are disposed of, the related cost and accumulated depreciation are removed from the 

respective accounts, and any gains or losses are included in income from operations. 
  
Ordinary repairs and maintenance costs are charged to operations as incurred. 
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Land and buildings 
 

20 years
Building improvements 10 years
Machinery and equipment 

 

10 years
Furniture and fixtures 

 

7 years
Vehicles 

 

3-7 years
Computers 

 

3-5 years



 
Intangible Assets 
  
Intangible assets consist of goodwill, trademarks and deferred financing costs. Goodwill represents the excess of the purchase 

price over the fair value of the net assets acquired from Monsanto in 2000.  The Company’s goodwill was allocated by reporting unit. 
Based on that allocation, goodwill by segment is as follows as of December 31: 
  

  
Goodwill and “indefinite-lived” intangibles are tested at least annually for impairment. If the asset is determined to be 

impaired, an impairment loss would be recognized to reduce carrying value to fair value. The Company has no “indefinite-lived” 
intangibles other than goodwill.  The Company uses a discounted cash flow model for the assessment of goodwill impairment that 
requires assumptions about the timing and amount of future cash flows, risk, the cost of capital and terminal values.  No impairments 
have been recorded to date. 

  
The Company has determined that its trademarks are finite-lived intangibles. Trademarks are amortized on a straight-line 

basis over 15 years. Accordingly, the Company expects to record intangible amortization of approximately $21,647 for the years 
ending December 31, 2008 through December 31, 2012. 

  
Deferred financing costs are amortized using the straight-line method (which is not materially different than the interest rate 

method) over the term of the related debt (five to ten years). 
  
Income Taxes 
  
Deferred income tax assets and liabilities are computed by applying enacted tax rates to the expected reversal of temporary 

differences between financial reporting and income tax reporting. The Company records deferred income taxes using the liability 
method in accordance with Statement of Financial Accounting Standards (“SFAS”) No. 109, “Accounting for Income Taxes.” A 
valuation allowance is provided to offset any net deferred income tax assets if, based upon the available evidence, it is more likely 
than not that some or all of the deferred income tax assets will not be realized. 

  
Revenue Recognition 
  
Revenue is recognized in accordance with agreed shipping terms. Revenue is recognized when product is shipped or 

delivered to third parties, depending on the applicable shipment terms. Allowances, based on historical experience, are made for 
anticipated returns of product and sales discounts at the time products are sold.  Additionally, the Company records an allowance for 
doubtful accounts as an estimate of the inability of its customers to make their required payments. The determination of the allowance 
requires the Company to make assumptions about the future ability to collect amounts owed from customers. When determining the 
amount of the allowance for doubtful accounts, a number of factors are considered. Most importantly, an aging of the accounts 
receivable that lists past due amounts according to invoice terms is reviewed. Additional considerations include the current economic 
environment, the credit rating of the customers, the level of credit insurance applicable to a particular customer, general overall market 
conditions and historical experience. Once the determination is made that a customer is unlikely to pay, a charge to bad debt expense 
is recorded in the income statement and an increase to the allowance for doubtful accounts is recorded on the balance sheet. When it 
becomes certain the customer cannot pay, the receivable is written off against the allowance for doubtful accounts. The Company 
maintains a credit insurance policy for certain of its customers to reduce its overall risk of bad debt exposure. Following is a roll-
forward of the Company’s allowance for doubtful accounts: 
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2006 
  2007

 

North America 
 

$ 71,902 
  $ 71,902

 

EAME 25,812 
  25,812

Latin America 
 

9,495 
  9,495

 

Asia Pacific 
 

— 
  —

 
  

 

$ 107,209 
  $ 107,209

 



  

  
Marketing Costs 
  
The Company promotes its products with marketing activities, including advertising, consumer incentives and trade 

promotions. On an annual basis, advertising costs are expensed as incurred or in the year in which the related advertisement initially 
appears.  Advertising expense was $21,600, $20,193 and $13,420 for the years ended December 31, 2005, 2006, and 2007, 
respectively. As of December 31, 2006 and 2007, $3,074 and $3,088, respectively, of prepaid advertising is included in prepaid 
expenses and other assets in the accompanying consolidated balance sheets, primarily representing costs of advertisements that had 
not been released as of the respective year ends. 

  
Consumer incentive and trade promotion activities are deducted from revenue based on amounts estimated as being or 

becoming due to customers and consumers at the end of a period, based principally on the Company’s historical utilization and 
redemption rates.  These deductions are estimated and recorded upon sale of product by the Company and revised as necessary at each 
period end. 

  
Use of Estimates 
  
The preparation of consolidated financial statements in conformity with generally accepted accounting principles requires 

management to make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent 
assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses during the 
reporting period. Actual results could differ from those estimates. 

  
Fair Value of Financial Instruments 
  
The carrying values reported in the consolidated balance sheets for cash and cash equivalents, accounts and notes receivable, 

accounts payable and accrued expenses are reasonable estimates of their fair value due to the short maturity of these items.  See Note 6 
for estimates of the fair value of the Company’s debt instruments. 

  
Major Customers and Credit Concentration 
  
The Company sells products to customers in the United States and internationally. The Company performs ongoing credit 

evaluations of customers, and generally does not require collateral on trade accounts receivable. Allowances are maintained for 
potential credit losses and such losses have been within management’s expectations. Net sales to the Company’s largest customer for 
the year ended December 31, 2005, H.J. Heinz Company (“Heinz”), were $53,713.  Net sales to the Company’s two largest customers 
for the year ended December 31, 2006, Heinz and ACH Food Companies, Inc. (“ACH”), were $18,559 and $44,930, respectively.  Net 
sales to the Company’s largest customer for the year ended December 31, 2007, ACH, were $54,318.  Effective May 5, 2006, ACH 
replaced Heinz as the Company’s sole distributor in the United States.  No trade accounts receivable were outstanding from Heinz as 
of December 31, 2006 and 2007 and trade accounts receivable were $8,736 and $9,264 from ACH as of December 31, 2006 and 2007, 
respectively.  No other single customer accounted for a material portion of net sales or trade accounts receivable. 

  
Foreign Currency Translation 
  
The Company has determined that the functional currency for each consolidated subsidiary, except for certain European 

entities whose functional currency is the U.S. dollar, is its local currency. Assets and liabilities of entities outside the United States are 
translated into U.S. dollars at the exchange rates in effect at the end of each period; income and expense items are translated at each 
period’s average exchange rate; and any resulting translation difference is reported and accumulated as a separate component of 
consolidated stockholder’s equity (deficit), except for any entities which may operate in highly inflationary economies. Accumulated 
foreign currency translation adjustments at December 31, 2006 and 2007 were $5,626 and 
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Balance at  
Beginning  
of Period

 

Charged to 
Costs and 
Expenses

 

Charged 
to Sales

  
Additions 

to/(Deductions) 
from Reserve 

 

Balance 
at End of 

Period
 

    
Year ended December 31, 2005 

  $ 4,326
 

$ 1,477
 

$ (577 ) $ (1,610 ) $ 3,616
 

    
Year ended December 31, 2006 

  $ 3,616 $ 61 $ (216 ) $ (2,927 ) $ 534
    
Year ended December 31, 2007 

  $ 534 $ 219 $ 107 $ (6 ) $ 854



  
$3,038, respectively.  Remeasurements of European entities whose functional currency is the U.S. dollar as well as translation 
adjustments for entities operating in highly inflationary economies are recognized currently in income. 

  
Derivative Instruments 
  
The Company at times has used certain financial instruments related to mitigating foreign currency exchange rate and interest 

rate exposures and accounted for these derivative instruments under SFAS No. 133, “Accounting for Derivative Instruments and 
Hedging Activities,” and its related amendment, SFAS No. 138, “Accounting for Certain Derivative Instruments and Certain Hedging 
Activities” (collectively referred to as “SFAS 133”). These standards require that all derivative financial instruments be recorded on 
the consolidated balance sheets at their fair value as either assets or liabilities. Changes in the fair value of derivatives are recorded 
each period in income or accumulated other comprehensive loss, depending on whether a derivative is designated and effective as part 
of a hedge transaction and, if it is, the type of hedge transaction. Gains and losses on derivative instruments reported in accumulated 
other comprehensive loss are included in income in the periods in which income is affected by the hedged item.  For a derivative to 
qualify as a hedge at inception and throughout the hedged period, the Company formally documents the nature and relationships 
between the hedging instruments and hedged items, as well as its risk-management objectives, strategies for undertaking the various 
hedge transactions and method of assessing hedge effectiveness. Additionally, for hedges of forecasted transactions, the significant 
characteristics and expected terms of the forecasted transaction must be specifically identified, and it must be probable that each 
forecasted transaction will occur. If it were deemed probable that the forecasted transaction will not occur, the gain or loss would be 
recognized in earnings currently. Financial instruments qualifying for hedge accounting must maintain a specified level of 
effectiveness between the hedging instrument and the item being hedged, both at inception and throughout the hedged period. 

  
The Company’s net amounts paid or received and net amounts accrued through the end of the accounting period related to 

interest rate swaps and no cost collars were included in interest expense. Any gains or losses on any contracts terminated early were 
deferred and amortized to income over the remaining life of the terminated contract.  See Note 6 for further information. 

  
Currencies in which the Company has significant exposures are the British pound, the Euro, the Argentine peso, the 

Australian dollar and the Mexican peso. At times, the Company has used derivative financial instruments, principally to reduce 
exposures to market risks resulting from fluctuations in foreign exchange rates by creating offsetting exposures. As of December 31, 
2006 and 2007, the Company had no foreign currency forward exchange contracts in place. 

  
Impairment of Long Lived Assets 
  
In accordance with SFAS 144, “Accounting for the Impairment or Disposal of Long-lived Assets” a long-lived asset or asset 

group is tested for recoverability whenever events or changes in circumstances indicate that its carrying amount may not be 
recoverable. When such events occur, the Company compares the sum of the undiscounted cash flows expected to result from the use 
and eventual disposition of the asset or asset group to the carrying amount of a long-lived asset or asset group. If this comparison 
indicates that there is an impairment, the amount of the impairment is typically calculated using discounted expected future cash 
flows. The discount rate applied to these cash flows is based on the Company’s weighted-average cost of capital. 

  
Recently Issued Accounting Standards 
  
In December 2007, the Financial Accounting Standards Board, (“FASB”) issued SFAS 141 (revised 2007), “Business 

Combinations” (“SFAS 141R”). SFAS 141R will significantly change the accounting for business combinations in a number of areas 
including the treatment of contingent consideration, contingencies, acquisition costs, IPR&D and restructuring costs.  In addition, 
under SFAS 141R, changes in deferred tax asset valuation allowances and acquired income tax uncertainties in a business 
combination after the measurement period will impact income tax expense.  SFAS 141R is effective for fiscal years beginning after 
December 15, 2008.   The Company has not yet evaluated the impact, if any, of adopting this pronouncement. 

  
In December 2007, the FASB issued SFAS 160, “ Noncontrolling Interests in Consolidated Financial Statements, an 

amendment of ARB No. 51”   (“SFAS 160”).  SFAS 160 will change the accounting and reporting for minority interests, which will 
be recharacterized as noncontrolling interests (“NCI”) and classified as a component of equity.  This new consolidation method will 
significantly change the accounting for transactions with minority interest holders.  SFAS 160 is effective for fiscal years beginning 
after December 15, 2008.   The Company has not yet evaluated the impact, if any, of adopting this pronouncement. 
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3. Inventories 
  

Inventories consist of the following as of December 31: 
  

  
Inventory reserve activity for the years ended December 31, 2005, 2006 and 2007, respectively was as follows: 

  

  
4. Property and Equipment 
  

Property and equipment, net consists of the following as of December 31: 
  

  
5. Net Loss on Long Lived Assets 
  

In the year ended December 31, 2005, the Company recorded impairment losses of a) $184 related to the write down of 
equipment that the Company was obligated to purchase from third party vendors due to the cancellation of a product launch in the 
EAME region, b) $233 to write down equipment in its Argentina manufacturing plant and c) $142 to write down the assets at the 
vacated Clayton, Missouri office location that was being subleased. 

  
On July 2, 2007, the Company’s license agreement to manufacture and sells product using the NutraSweet® trademark under 

a license agreement with The NutraSweet Company (“NutraSweet”) terminated.  The value of this license agreement was classified as 
an Intangible asset on the balance sheet and was being amortized over a 15 year life commencing in March, 2000.  The majority of the 
net loss on long lived assets reported for the year ended December 31, 2006 relates to the impairment of this license agreement. The 
license agreement required the purchase of an annual minimum volume of aspartame from NutraSweet to continue the use of the 
trademark.  In the year ended December 31, 2006, the Company determined that, as a result of the initiation of a multi-supplier 
strategy for aspartame to substantially improve the cost efficiency of its aspartame supply, it would not require the minimum purchase 
volume needed in 2006 to maintain the license agreement.  NutraSweet delivered written notice to the Company on January 2, 2007 of 
termination of the license agreement, which was effective six months after such notice.  After a review of the undiscounted estimated 
future cash flows of this intangible asset and its carrying value, the Company determined that an impairment existed. The Company 
recorded an impairment loss related to this intangible asset of $8,394.  The impairment loss was calculated as the difference between 
the carrying value of the intangible asset and the estimated fair value of the license agreement using a traditional cash flow approach 
to present value. The impaired intangible asset is reported in the North America and EAME segments.  This non- 
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    2006 
 

2007
 

Raw materials and supplies 
  $ 7,309

 

$ 5,767
 

Work in process 
  592

 

383
 

Finished goods 
  6,869

 

7,924
 

Inventory obsolescence reserves 
  (978 ) (534 )

  
  $ 13,792

 

$ 13,540
 

    
Balance at 
Beginning 
of Period

 

Charged to 
Costs and 
Expenses

 

Additions 
to/(Deductions) 
from Reserve 

  
Balance 

at End of 
Period 

 

        
Year ended December 31, 2005 

  $ 3,148
 

$ 2,581
 

$ (1,293 ) $ 4,436
 

        
Year ended December 31, 2006 

  $ 4,436
 

$ 32
 

$ (3,490 ) $ 978
 

        
Year ended December 31, 2007 

  $ 978 $ (5 ) $ (439 ) $ 534

    2006 
 

2007
 

Machinery, equipment and other 
  $ 62,056

 

$ 61,864
 

Land and buildings 
  7,529 7,872

Building improvements 
  2,432

 

2,322
 

Construction in progress 
  843

 

3,751
 

  
  72,860

 

75,809
 

Less: Accumulated depreciation 
  (49,519 ) (52,300 )

  
  $ 23,341

 

$ 23,509
 



  
cash accounting loss has no impact on the statement of cash flows or Operating EBITDA and the Company has been  implementing 
programs aimed at mitigating future cash flow impact from the discontinuation of the NutraSweet® product line.  During the year 
ended December 31, 2007, the remaining value of the intangible was fully amortized and the accumulated amortization and 
impairment were offset against the gross value. The remainder of the net loss on long lived assets in the year ended December 31, 
2006 relates to the write down of fixed assets, mainly in the North America and EAME segments, to reflect them at their current 
estimated fair market value. 

  
6. Long-Term Obligations 
  

Long-term obligations consists of the following as of December 31: 
  

  
Term Loan Facilities, Revolving Loan Facility and Senior Subordinated Notes 
  
The Company and its wholly owned subsidiary, Merisant Company (“Merisant”), are highly leveraged. At December 31, 

2007, the Company had $552,501of long-term debt outstanding, consisting of $123,608 aggregate principal amount of the Company’s 
12 ¼% senior subordinated discount notes due 2014, $225,000 aggregate principal amount of the Merisant’s 9 ½% senior 
subordinated notes due 2013 (the “Notes”), $203,893 aggregate principal amount outstanding under Merisant’s senior secured credit 
agreement (the “Senior Credit Agreement” or , as amended and restated, the “Amended and Restated Credit Agreement”), excluding 
capital lease obligations of $124 and unused commitments on the revolving portion of the Senior Credit Agreement. Merisant’s Senior 
Credit Agreement entered into in 2003 consists of a revolving loan facility of $35,000, of which a portion is available at Merisant’s 
option in euros or dollars or in the form of letters of credit denominated in euros or dollars; as well as term loan facilities, consisting of 
a Euro Term Loan A (“Term A”) originally $50,000, denominated in euros, and a Term Loan B (“Term B”) originally $225,000, 
denominated in dollars. The Senior Credit Agreement is guaranteed by the Company and each of the Merisant’s domestic subsidiaries. 
The Senior Credit Agreement and the guarantees of the guarantors are secured by a first priority security interest in substantially all of 
the Merisant’s assets and the assets of the guarantors. 

  
Borrowings under the Senior Credit Agreement bear interest, at Merisant’s option, at either adjusted LIBOR or, in the case of 

dollar-denominated loans, at the alternate base rate plus, in each case, a spread. For the initial period ending December 31, 2003, such 
spread was a fixed percentage rate of 2.75%. Pursuant to the Amended and Restated Credit Agreement, the spread is currently 3.50%.  
Outstanding letters of credit under the revolving loan facility will be subject to a per annum fee equal to the applicable spread over 
adjusted LIBOR for revolving loans. 

  
The Term A and the revolving loan facility have a maturity of five and one-half years while the Term B has a maturity of six 

and one-half years. The Term A loan current amortization requires quarterly principal payments of €1,388 through July 31, 2008 and 
two final payments of €2,776 on October 31, 2008 and January 11, 2009. Term B loan current amortization requires quarterly 
principal payments of $476 through October 31, 2009 with a final payment of approximately $185,782 due January 11, 2010. 

  
The Term A loans are euro-denominated and are translated into U.S. dollars at the spot rate at every period end, resulting in 

foreign exchange gains or losses.  For the years ended December 31, 2006 and December 31, 2007, foreign exchange losses on the 
Term A loan were $2,842 and $2,025, respectively, and for the year ended December 31, 2005, foreign exchange gains on the Term A 
loan were $5,680 and are included in other income (expense) net on the consolidated statements of operations. 

  
On March 29, 2006, the lenders holding a majority of the aggregate principal amount of outstanding loans and revolver 

commitments under the Senior Credit Agreement agreed to amend the terms of the Senior Credit Agreement (the “Fourth 
Amendment”) and waived a technical default related to the use of proceeds from the repayment of the inter-company  
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    2006 
 

2007
 

Term loan facilities and revolving credit facility 
  $ 211,183

 

$ 203,892
 

Senior subordinated notes 
  225,000

 

225,000
 

Senior subordinated discount notes 
  109,752

 

123,608
 

Capital lease obligations 
  98

 

124
 

  
  546,033 552,624

Less: Current maturities 
  8,468

 

12,178
 

  
  $ 537,565

 

$ 540,446
 



  
loan between the Company and its Swiss subsidiary. Among other things, the Fourth Amendment amended the financial covenants as 
of December 31, 2005, adjusted the financial covenants through the maturity date of loans outstanding under the Senior Credit 
Agreement, incorporated new financial covenants, adjusted the interest rate on borrowings under the Senior Credit Agreement, 
amended the definition of Bank EBITDA to provide additional “add backs” related to Merisant’s restructuring and new product 
development efforts, and amended certain other covenants. The Fourth Amendment also required Merisant to refinance a portion of 
the loans outstanding with the proceeds of a borrowing secured by a second lien on all of the assets securing Merisant’s obligations 
under the Senior Credit Agreement or, in the alternative, refinance the Senior Credit Agreement in its entirety by January 2, 2007. The 
Fourth Amendment increased the interest rates of all term loans and revolver loans under the Senior Credit Agreement to euro-LIBOR 
or LIBOR plus 425 basis points commencing on the date of the Fourth Amendment. 

  
On June 23, 2006, Merisant entered into the Second Lien Credit Agreement.  The Second Lien Credit Agreement consisted of 

an aggregate of $85,000 principal amount of term loans, the net proceeds of which were used to prepay $9,540 of euro-denominated 
Term A loans, prepay $53,320 of Term B loans and to repay $15,000 of revolving loans, in each case, outstanding under the Senior 
Credit Agreement.  The maturity date of the term loans outstanding under the Second Lien Credit Agreement was June 11, 2010. The 
Second Lien Credit Agreement satisfied Merisant’s refinancing obligation under the Fourth Amendment and the interest rate on loans 
under the Senior Credit Agreement reverted to euro-LIBOR or LIBOR plus 325 basis points upon the completion of the Second Lien 
Credit Agreement.  In conjunction with the Second Lien Credit Agreement, Merisant incurred fees of approximately $7,451, of which 
$4,151 were being amortized over the term of the loan and $3,300 were recorded as transaction fees.  The extinguishment of the debt 
under the Senior Credit Agreement resulted in a write-off of existing deferred financing fees totaling $2,478. Depending on the type of 
borrowing by Merisant, the applicable interest rate under the Second Lien Credit Agreement was calculated as a per annum rate equal 
to (a) LIBOR plus 850 basis points or (b) (i) the greater of (x) the prime rate or (y) the federal funds effective rate plus 0.5% plus 
(ii) 750 basis points. 

  
The obligations under the Second Lien Credit Agreement were guaranteed by the Company and Merisant’s domestic 

subsidiaries, and were secured by a lien on substantially all of the assets of the Company, Merisant and each subsidiary guarantor, 
including a pledge of 65% of the ownership interests in each first-tier foreign subsidiary held by a guarantor, with certain exceptions. 

  
On June 23, 2006, Merisant entered into a Fifth Amendment to the Senior Credit Agreement (the “Fifth Amendment”) to 

accommodate the Second Lien Credit Agreement and to effect certain other amendments that are intended to facilitate transactions 
aimed at de-leveraging the Company’s capital structure.  No assurances can be made that any such transactions will be initiated by the 
Company or, if initiated, will be successful in de-leveraging the Company. 

  
On May 9, 2007, the Company, Merisant and certain of Merisant’s subsidiaries entered into the Amended and Restated 

Credit Agreement, which, among other things, increased by $85,000 the principal amount of Term B loans that may be borrowed by 
the Company under the Senior Credit Agreement.  Merisant paid $2,534 in fees and expenses related to this amendment and 
restatement which it deferred and is amortizing over the term of the related debt. Upon closing, Merisant borrowed the full $85,000 of 
additional Term B loans available under the Amended and Restated Credit Agreement and used the proceeds plus cash on hand to 
prepay the principal of all loans outstanding under the Second Lien Credit Agreement totaling $85,000, plus all outstanding interest of 
$1,438 and a premium of $2,550, or $88,988.  The Second Lien Credit Agreement was terminated as a result of the transaction and 
there was no increase in the Company’s long term debt as a result of this transaction.  In addition to the incurrence of fees, this 
transaction also resulted in a write-off of existing deferred financing fees relating to the extinguishment of previously outstanding debt 
under the Second Lien Credit Agreement of $3,241. 

  
Upon closing of the above transaction and execution of the related amendment, the interest rate on all term loans and 

revolving loans outstanding under the Amended and Restated Credit Agreement increased from euro-LIBOR and LIBOR plus 325 
basis points per annum to euro-LIBOR and LIBOR plus 350 basis points per annum.  As a result of the termination of the Second Lien 
Credit Facility, Merisant’s effective interest rate on variable interest rate debt decreased from 10.63% per annum prior to the closing 
of this transaction to 8.73% per annum subsequent to this transaction. 

  
At December 31, 2007, borrowings under the Senior Credit Agreement included $14,300 (Term A) aggregate principal 

amount of term loans bearing annual interest of 10.06% and $189,593 (Term B) aggregate principal amount of term loans bearing 
annual interest of 8.46%. 
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At December 31, 2006, borrowings under the Senior Credit Agreement included $20,054 (Term A) aggregate principal 

amount of term loans bearing annual interest of 6.81% and $106,129 (Term B) aggregate principal amount of term loans bearing 
annual interest of 8.63%.  Borrowings under the Second Lien Credit Agreement included $85,000 aggregate principal amount of term 
loans bearing annual interest of 13.89%. 

  
At December 31, 2006 and 2007, $28,434 and $29,320 of borrowing capacity was available under the revolving loan facility, 

respectively.  These balances represent the full revolving credit facility at the respective date less letters of credit required per vendor 
agreements. 

  
On July 11, 2003, the Merisant issued $225,000 of Notes. The Notes are unsecured obligations and are subordinated in right 

of payment to all existing and future senior indebtedness of the Company. The Notes mature on July 15, 2013. The stated rate of 
interest for the Notes is 9.5% per annum. Interest is payable semiannually in arrears on January 15th and July 15th. 

  
On November 12, 2004, the Company issued $136,040 of Discount Notes.  The Discount Notes are unsecured obligations 

and are subordinated in right of payment to all existing and future senior indebtedness of the Company.  The stated rate of interest for 
the Discount Notes is 12.25% per annum.  Interest is payable semiannually in arrears on May 15th and November 15th, commencing 
on May 15, 2009.  The Discount Notes mature on May 15, 2014.  The Discount Notes had an initial accreted value of principal of 
$.551 per $1 fully accreted stated principal amount at maturity of the Discount Notes.  The accreted value of principal of each 
Discount Note increases for accrued, unpaid interest expense from the date of issuance until November 15, 2008. 

  
At December 31, 2007, unamortized deferred financing cost related to entering into the Senior Credit Agreement, the 

issuance of the Notes in July 2003, the issuance of the discount notes in November 2003, the 2005 registered exchange offer with 
respect to the Notes and the Discount Notes, and the execution of any subsequent amendments to the Senior Credit Agreement was 
approximately $11,464 and is being amortized in accordance with the terms of the respective debt instruments. 

  
The fair value of debt instruments is shown below and, where applicable, is estimated primarily based on approximate trading 

values at or around December 31, 2006 and 2007: 
  

  
The indentures governing the Discount Notes and the Notes, and the Amended and Restated  Credit Agreement contain 

covenants that limit the Company’s ability to pay dividends, incur additional debt, create liens, engage in transactions with affiliates, 
sell or purchase property and equipment and take certain other actions with respect to its business.   In addition, the Amended and 
Restated Credit Agreement contain covenants that require Merisant to maintain a specified maximum leverage ratio, senior debt 
leverage ratio and first lien leverage ratio and a minimum fixed charge ratio and interest coverage ratio.  These ratios are measured on 
the basis of Bank EBITDA for the four fiscal quarters ending at least 45 days prior to the payment date. However, Bank EBITDA is 
not a measure of liquidity under GAAP. Accordingly, while providing useful information with respect to an assessment of liquidity as 
measured in accordance with the covenants in Merisant’s primary debt obligations, this measure should not be considered in isolation 
from, or as a substitute for, consolidated statement of cash flow data prepared in accordance with GAAP as an indication of liquidity. 
In addition, the Bank EBITDA measure presented may differ from, and may not be comparable to, similarly titled measures used by 
other companies. 

  
Bank EBITDA as defined under the Amended and Restated Credit Agreement excludes interest expense, income tax and gross 

receipts tax expense, depreciation and amortization as well as the certain other expenses and non-cash items, including: 
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  2006
  2007

   

Fair Value
 

Carrying Value
  Fair Value 

 

Carrying Value
 

Revolving credit facility $ — $ — $ — $ —
Term loan A 

 

20,054
 

20,054
 

14,300
 

14,300
 

Term loan B 
 

105,930
 

106,129
 

184,379
 

189,592
 

Second lien term loan 
 

86,275
 

85,000
 

—
 

—
 

Senior subordinated notes 
 

133,734
 

225,000
 

167,344
 

225,000
 

Senior subordinated discount notes 34,279 109,752 53,647 123,608
Capital lease obligations 

 

98
 

98
 

124
 

124
 

  
 

$ 380,370
 

$ 546,033
 

$ 419,794
 

$ 552,624
 



  
•                                          any extraordinary, unusual or non-recurring non-cash expenses or losses (including non-cash losses on sales of 

assets outside of the ordinary course of business); 
  
•                                          non-cash contributions and other non-cash compensation expense; 
  
•                                          non-cash losses attributable to equity in non-consolidated subsidiaries; 
  
•                                          transaction costs associated with the 2003 recapitalization transaction which are expensed and not amortized; 
  
•                                          any non-cash foreign currency translation adjustments; 
  
•                                          any extraordinary or non-recurring cash losses or expenses arising from restructuring not to exceed in the aggregate  

(A) if such period ends prior to January 1, 2006, $14,600,000, or (B) if such period begins on or after January 1, 
2006, (x) $11,000,000 with respect to any such non-recurring cash losses or expenses arising from the 
implementation of our plan known as “Project Arrow” and related restructuring, (y) $4,000,000 with respect to any 
such non-recurring cash losses or expenses arising from the transition from Heinz to ACH as our exclusive 
distributor in the United States; and (z) any cash expenses incurred in connection with (i) any waiver of a default or 
event of default and any amendment to the Senior Credit Agreement including the fees and expenses of any 
attorneys and financial advisers retained by the administrative agent pursuant thereto with respect to any such 
waiver or amendment and (ii) the negotiation, execution and closing of the Second Lien Credit Agreement and any 
waiver of a default or event of default and any amendment to the Second Lien Credit Agreement including the fees 
and expenses of any attorneys and financial advisers retained by the administrative agent with respect to any such 
waiver or amendment; 

  
•                                          expenses incurred by us or any subsidiary prior to January 1, 2007 in connection with the development and 

commercialization of our all-natural, zero-calorie sweetener to be marketed under the Sweet Simplicity® trademark 
in an amount not to exceed in the aggregate $3,000,000 and prior to January 1, 2009 in an amount not to exceed in 
the aggregate $15,000,000; and 

  
•                                          expenses incurred between January 1, 2007 and December 31, 2007 in connection with our litigation against McNeil 

and McNeil-PPC, Inc. in an amount not to exceed $4,000,000. 
  
Bank EBITDA for the year ended December 31, 2007 was $69,901. Merisant was in compliance with the covenants under 

the Amended and Restated Credit Agreement at December 31, 2007. 
  
In June 2001, Merisant entered into an interest rate swap which fixed the underlying interest rate on $155,000 of debt (which 

amortized similarly with the debt and had a balance of $62,842 at December 31, 2005) at 5.47% for a period of six years. This interest 
rate swap expired on March 31, 2006, pursuant to the adoption of the optional termination date per the agreement. 

  
In June 2000, Merisant entered into no cost interest rate collars, which locked the underlying interest rate on $80,000 of debt 

between 6.49% and 8.50% for a three-year period. In June 2001, Merisant extended the terms of the no cost interest rate collars for 
three additional years. The extended no cost interest rate collars locked the underlying interest rate on $40,000 of debt between 5.92% 
and 8.5% and $40,000 of debt between 5.96% and 8.5%. Both no cost interest rate collars expired on March 30, 2006. Following the 
debt refinancing in July 2003, Merisant had not redesignated its interest rate derivative instruments as cash flow hedges. Unrealized 
gains or losses on interest rate swap contracts and no cost interest rate collars that do not qualify for hedge accounting are recognized 
in income.  Therefore, the changes in fair value of the derivative instruments since the refinancing were recorded as Other (income) 
expenses, net in the consolidated statement of operations and comprehensive (loss). The Company recorded an unrealized gain of 
$5,607 for the year ended December 31, 2005 and a swap termination gain of $694 in the year ended December 31, 2006. 
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Capital Lease Obligations 
  
The Company leases certain equipment from a service provider under leases that have been accounted for as capital leases. 

Amortization expense for assets under capital leases was $262, $120 and $58 for the years ended December 31, 2005, 2006 and 2007, 
respectively, and the net carrying value of such assets was $124 at December 31, 2007. 

  
Aggregate maturities of long-term debt and capital lease obligations as of December 31, 2007, are as follows: 

  

  
7. Stock Appreciation Rights Plan 
  

The Company has a stock appreciation rights program (the “2000 SAR Plan”) pursuant to which rights based on the 
Company’s shares were issued to key employees of the Company at the market value of its common stock at the date of grant (“grant 
price”). The value of the rights may only be distributed upon the sale of all of the Company’s common stock or other distribution 
event (“trigger date”). Upon distribution, the employee will receive compensation equal to the difference between the fair market 
value of the stock at the trigger date and the grant price of the right reduced by $18.71. The rights vested over a four-year period from 
the date of issuance and carry a term of ten years. As of December 31, 2006 and 2007, the Company had 889,135 vested rights 
outstanding at grant prices ranging from $18.71 to $35.09 per share.  The Company has not currently accrued a liability or recognized 
an expense for the 2000 SAR Plan as it is not probable that there will be a distribution. 

  
8. Employee Benefit Plans 
  

The Company provides a defined contribution plan for all eligible domestic employees, as defined by the plan. The plan 
provides for employer matching contributions based on participant compensation. Total cost of the plan for the years ended 
December 31, 2005, 2006 and 2007 was $352, $443 and $340, respectively. 

  
The Company also participates in certain state-sponsored defined benefit plans covering certain non-US employees. These 

defined benefit plans are immaterial to the Company’s consolidated financial statements. 
  
In July 2004, the Company adopted the IDS Incentive Plan. The IDS Incentive Plan was intended to provide long-term 

incentives to eligible employees and directors. As the Company withdrew its offering of income deposit securities, no grants were 
made under the IDS Incentive Plan and the plan was terminated on September 19, 2005. 

  
9. Commitments and Contingencies 
  
The Company leases certain facilities and office equipment. Future minimum payments under non-cancelable operating leases with 
initial terms of one year or more consisted of the following as of December 31, 2007: 
  

  
Rent expense for the years ended December 31, 2005, 2006 and 2007, was $7,208, $7,184 and $8,102, respectively. 
  
The Company has an investment in an affiliate located in the Philippines that is accounted for using the equity method. The 

affiliate, a 50⁄50 joint venture, imports and markets low-calorie sweeteners, primarily under the Equal® brands. In addition to its 
investment in the joint venture, the Company is committed to a 50% share in any new borrowings of the joint venture. As of 
December 31, 2006 and 2007, there were no additional joint venture borrowings. 
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2008 
  $ 12,178

 

2009 
  6,020

2010 
  185,798

 

2011 
  225,012

Thereafter 
  123,616

 
  

  $ 552,624
 

2008 
  $ 2,311

 

2009 
  1,497

2010 
  884

 

2011 
  565

2012 
  565

 
  

  $ 5,822
 



  
In September 2003, the Company implemented the Key Executive Performance and Retention Plan for the Company’s 

former Chief Executive Officer. Payout under the Key Executive Performance and Retention Plan will only occur in the event of 
certain triggering events. According to his separation agreement, the Company’s former Chief Executive Officer is fully vested in the 
Key Executive Performance and Retention Plan. The Company has not accrued any liabilities or recognized any expenses pursuant to 
this plan as of December 31, 2007 as it is not probable that the payout will occur. 

  
Merisant Europe B.V.B.A., Merisant’s Belgium subsidiary, entered into a co-branding agreement with Galleria Srl, a 

company through which the Italian designer Elio Fiorucci operates. Under this co-branding arrangement, Merisant Europe produced a 
line of Canderel® tablet dispensers that featured designs and trademarks from Mr. Fiorucci’s “Love Therapy by Elio Fiorucci” 
collection. The co-branding arrangement contains a representation and warranty that Galleria owns all rights in the name “Love 
Therapy by Elio Fiorucci” and associated designs and further provides that Galleria will indemnify and hold Merisant Europe and its 
affiliates harmless against damages resulting from or related to their use of the name and designs pursuant to the agreement. 
Beginning in 2005, Merisant Europe sold tablet dispensers with the “Love Therapy by Elio Fiorucci” designs in Italy. Edwin & Co. 
Ltd. has claimed that it owns all rights in Mr. Fiorucci’s name and in the designs used by the Company and has filed suit against 
Merisant Europe in Milan, Italy. On or about March 17, 2006, the court in Milan enjoined Merisant Europe from producing or selling 
the tablet dispensers after the date of the court order. Merisant no longer produces and has stopped selling the dispensers. Merisant 
Europe has filed an appeal and will vigorously oppose the court’s order. Merisant Europe will also enforce its indemnification rights 
under its co-branding arrangement with Galleria Srl. 

  
The Company has an obligation to indemnify Monsanto, the Company’s prior owner, for certain liabilities that may arise out 

of the business or assets purchased on March 17, 2000. The Company does not believe that this indemnification obligation will have a 
material adverse effect on the Company’s consolidated financial position or results of operations. 

  
The Company is subject to various other claims, pending and possible legal actions for product liability and other damages, 

and other matters arising out of the conduct of the Company’s business, including tax uncertainties arising from doing business in 
various European and Latin American jurisdictions. The Company believes, based on current knowledge and consultation with 
counsel, that the outcome of such claims and actions will not have a material adverse effect on the Company’s consolidated financial 
position or results of operations. 

  
On September 19, 2005, our board of directors approved the 2005 Merisant Worldwide, Inc. Share Appreciation Plan (the 

“2005 Plan”).  The 2005 Plan is designed to provide incentives to senior management to increase the equity value of the Company.  In 
general, participants in the 2005 Plan may receive three types of awards, each of which corresponds to a percentage of the aggregate 
net proceeds distributed to the stockholders of the Company, participants in the 2000 SAR Plan and participants in the 2005 Plan upon 
a change in control (as defined under the 2005 Plan).  Participants in the 2005 Plan will be entitled to receive awards of share units 
representing, in the aggregate, up to 8% of the first $100,000 of such net proceeds, up to 10% of the next $100,000 of such net 
proceeds and up to 12% of such net proceeds in excess of $200,000. 

  
The net proceeds will be increased by any dividends or other distributions made to the holders of common stock of the 

Company prior to the change in control and reduced by an amount equal to 12% compounded annual return on any new equity 
investment in the Company.  The share units underlying the 2005 Plan will be determined on a fully diluted basis, taking into account 
the outstanding number of shares of common stock of the Company and stock appreciation rights underlying the 2000 SAR Plan.  
New issuances of common stock of the Company will dilute the share units underlying the 2005 Plan.  Upon a distribution under the 
2005 Plan, participants will receive payouts under the 2005 Plan in the same form as the consideration received by the stockholders of 
the Company.  The Company and Merisant have not currently accrued a liability or recognized an expense for the 2005 Plan as it is 
not probable that there will be a distribution. The Company also does not anticipate that it will be able to determine the aggregate 
value of the awards under the 2005 Plan because its equity is privately held and there is no public market for the underlying 
securities.  At December 31, 2006 and December 31, 2007, all share units under the 2005 Plan had been granted. 

  
On November 26, 2004, Merisant filed a federal and state false advertising complaint against McNeil in the United States 

District Court for the Eastern District of Pennsylvania. That lawsuit sought to have McNeil’s Splenda® advertising campaign stopped 
and significant damages recovered.  The trial commenced on April 9, 2007 before a Philadelphia jury and the parties entered into a 
confidential settlement agreement on May 11, 2007. 

  
In April 2007, an operating subsidiary of the Company entered into a new operating lease for office space in Chicago and 

terminated its current lease, providing the required one year notice period.  The Company moved its corporate  
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operations to the new space on March 11, 2008.  The new landlord paid the lease termination fee of $869 on the Company’s behalf 
and the related expense was recorded in Administration expenses in the year ended December 31, 2007.  The new lease terminates on 
April 30, 2024.  Current leasehold improvements and other non-transferable assets were fully depreciated between April 2007 and 
February 2008.  Moving costs were expensed as they were incurred. 

  
10. Deferred Compensation Plan 
  

The Company maintains a nonqualified executive deferred compensation plan. All Company employees that reach a certain 
income level are eligible to participate in this voluntary program, which permits participants to elect to defer receipt of a portion of 
their compensation. Deferred contributions and investment earnings are payable to participants upon various specified events, 
including retirement, disability or termination. Investment earnings (or losses) are credited to the participants’ accounts based on 
investment allocation elections determined by the participants. The Company does not guarantee these investments or earnings 
thereon. The consolidated balance sheet includes the deferred compensation liability, including investment earnings thereon, owed to 
participants. The consolidated balance sheet also includes the investments, classified as other non-current assets, purchased by the 
Company with the deferred funds. These investments, totaling $527 and $579 at December 31, 2006 and December 31, 2007, 
respectively, remain assets of the Company and are available to the general creditors of the Company in the event of the Company’s 
insolvency. 

  
11. Stockholders’ Equity 
  

In 2000 through 2002, certain employees purchased 577,323 shares of common stock of the Company at the fair market 
value on the date of purchase ($18.71 to $35.09 per share). Under the terms of a share purchase agreement, certain employees were 
allowed to pay a portion of the cost of the shares and the Company financed the remaining portion under recourse loan agreements. 
The loans bear interest at 7.50% (due at maturity) and matured between April 5th and August 3rd of 2007.  One loan with a remaining 
principal amount of $107 is outstanding at December 31, 2007 to be repaid in accordance with an extension agreement by June 30, 
2008.  Two loans with remaining principal amounts of $15 and $45 were forgiven in 2007 in exchange for a surrender of related 
shares.  The Company recorded $57, $57 and $8 of interest income on these notes receivable for the years ended December 31, 2005, 
2006 and 2007, respectively. As of December 31, 2006 and 2007, $707 and $107, respectively, of notes receivable are reflected as a 
reduction to stockholders’ equity in the accompanying consolidated financial statements. 

  
12. Income Taxes 
  

Significant components of the deferred income tax assets and liabilities are as follows as of December 31: 
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    2006 
 

2007
 

Gross deferred income tax assets: 
  

Accrued expenses and inventories
  $ 14,549

 

$ 16,533
 

Deferred compensation 
  1,387

 

1,072
 

Net operating loss (“NOL”) carryforwards 
  58,519

 

62,632
 

Property and equipment 
  1,207

 

797
 

Trademark amortization 
  2,571 2,703

Unrealized loss on foreign exchange 
  2,349

 

2,226
 

Other 
  2,441

 

4,585
 

Total deferred income tax assets 
  83,023

 

90,548
 

Gross deferred income tax liabilities: 
      

Intangible assets 
  (17,573 ) (20,500 )

Tax on future repatriation 
  (1,686 ) (3,552 )

Other 
  (1,329 ) (1,055 )

Total deferred income tax liabilities 
  (20,588 ) (25,107 )

Net deferred income tax assets before valuation allowance
  62,436 65,441

Valuation allowance 
  (80,340 ) (87,522 )

Net deferred income tax liabilities 
  $ (17,905 ) $ (22,081 )



  
Classification of the deferred income tax balances is as follows as of December 31: 

  

  
Income before income taxes consisted of the following for the years ended December 31: 

  

  
The provision for income taxes consisted of the following for the years ended December 31: 

  

  
The reconciliation of the provision for income taxes computed at the U.S. federal statutory rate of 35% to the reported 

provision for income taxes for the years ended December 31, 2005, 2006, and 2007 is as follows: 
  

  
In assessing the realizability of deferred tax assets, the Company considers whether it is more likely than not that some or all 

of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future 
taxable income during the periods in which those temporary differences become deductible. Management considers the scheduled 
reversal of deferred tax liabilities, projected future taxable income and tax planning strategies in making this assessment. At 
December 31, 2006 and 2007, a full valuation allowance has been provided against the Company’s U.S. and certain foreign NOL 
carryforwards. Management also determined that a valuation allowance was 
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    2006 
 

2007
 

Current deferred income taxes: 
      

Assets 
  $ 1,534

 

$ 1,620
 

Liabilities 
  —

 

—
 

Total current deferred income tax asset 
  1,534 1,620

Non-current deferred income taxes: 
      

Assets 
  1,149

 

1,406
 

Liabilities 
  (20,588 ) (25,107 )

Total non-current deferred income tax liability 
  (19,439 ) (23,701 )

Net deferred income tax liability 
  $ (17,905 ) $ (22,081 )

   

2005
  2006 

 

2007
 

Loss before income taxes: 
         

United States $ (48,166 ) $ (70,196 ) $ (44,400 )
Outside United States 

 

36,663 
  22,605

 

38,521
 

  
 

$ (11,503 ) $ (47,591 ) $ (5,879 )

   

2005
  2006 

 

2007
 

Current provision: 
         

Federal 
 

$ — 
  $ —

 

$ —
 

State (182 ) — 36
Foreign 

 

3,163 
  2,489

 

2,163
 

Total current provision 
 

2,981 
  2,489

 

2,199
 

Deferred provision: 
         

Federal 3,029 
  2,149 4,562

State 
 

259 
  229

 

231
 

Foreign 
 

(622 ) (297 ) (103 )
Total deferred provision 

 

2,666 
  2,081

 

4,690
 

Total provision 
 

$ 5,647 
  $ 4,570

 

$ 6,889
 

   

2005
  2006 

 

2007
 

Income tax provision at the statutory federal tax rate
 

$ (4,026 ) $ (16,657 ) $ (2,058 )
State income taxes, net of federal benefit (1,629 ) (2,103 ) (1,296 )
Impact of foreign tax rates 

 

(9,747 ) (8,088 ) (11,944 )
U.S. taxes on foreign related earnings 

 

2,029
  7,415

 

13,064
 

Tax on future repatriation 
 

—
  1,686

 

1,866
 

Valuation allowance adjustment 
 

17,766
  20,714

 

7,182
 

Other 
 

1,254
  1,603

 

75
 

  
$ 5,647

  $ 4,570 $ 6,889



required against other U.S. deferred tax assets because it was more likely than not that all or a portion of these deferred tax assets 
would not be realized. 

  
Through the period ended December 31, 2005, all earnings of the Company’s foreign operations were considered as 

permanently reinvested.  Undistributed earnings of the Company’s foreign subsidiaries amounted to approximately $133,373 at 
December 31, 2005. Those earnings are considered to be indefinitely reinvested and, accordingly, no provision for U.S. federal and 
state income taxes has been provided thereon. Upon distribution of those earnings, the Company would be subject to U.S. income 
taxes (subject to an adjustment for foreign tax credits) and withholding taxes payable to various foreign countries. 

  
During 2006, the Company determined there was no clear need for future earnings and cash to remain in the foreign 

subsidiaries.  Therefore, all post 2005 earnings cannot be considered as permanently reinvested.  As such, all taxes related to future 
dividend distributions of post 2005 earnings must now be currently accrued.  This current tax accrual includes any withholding taxes 
which would be triggered on that formal dividend declared in the future. 

  
 At December 31, 2007, the Company had income tax NOL carryforwards of approximately $162,480 of which $148,497 are 

United States federal income tax losses which expire between 2007 and 2027. 
  

In June 2006, FASB issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes - an interpretation of FASB 
Statement No. 109 (“FIN 48”), that clarifies the accounting and recognition for income tax positions taken or expected to be taken in 
the Company’s tax returns. The Company adopted FIN 48 on January 1, 2007, and recorded the cumulative effect of a change in 
accounting principle by recording a decrease in the liability for uncertain tax positions of $5,757, that was accounted for as a credit to 
opening retained earnings. At January 1, 2007 and December 31, 2007, the total liability, including interest and penalties of $429 and 
$715, respectively  for uncertain tax positions recorded in the Company’s balance sheet in non-current Other liabilities was $2,145 and 
$2,815, respectively.   No uncertain tax position reserves were reversed or settled during 2007.  The entire amount of this consolidated 
worldwide liability for uncertain tax positions would affect the Company’s effective tax rate upon favorable resolution of the uncertain 
tax positions.  Absent new experience in defending these uncertain tax positions in the various jurisdictions to which they relate, the 
Company cannot currently estimate a range of possible change of the December 31, 2007 liability over the next twelve months. 

  
The Company files a consolidated U.S. income tax return and tax returns in various state and local jurisdictions. The 

Company’s subsidiaries also file tax returns in various foreign jurisdictions. In addition to the U.S., the Company’s major taxing 
jurisdictions include Switzerland, France, the United Kingdom, Belgium, Australia, Argentina and Mexico. In the U.S., all tax years 
from inception in 2000 through the present are open.  The Company’s Switzerland subsidiary operates under a tax holiday, resulting in 
no uncertain tax positions for that entity for any tax year.  Local audits of the tax returns for the Company’s France subsidiary have 
been completed through 2004.  In the United Kingdom, the Company assumes that tax years through 2004 are closed due to local 
practice.  In Belgium and Australia, tax years through 2003 and 2001, respectively, are closed due to the local statute of limitations.  In 
Argentina and Mexico, only the year of inception, 2000, is considered a closed tax year due to the local statute of limitations. 

  
A reconciliation of the beginning and ending amount of unrecognized tax benefits, excluding interest and penalties, is as 

follows: 
  

  
Interest and penalties related to tax positions taken in the Company’s tax returns are recorded in income tax expense in the 

consolidated statements of operations. 
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Balance at January 1, 2007 
  $ 1,716

Additions based on tax positions related to current year
  238

 

Additions for tax positions in prior year 
  238

 

Reductions for tax positions of prior year 
  (92 )

Settlements 
  —

 

Balance at December 31, 2007 
  $ 2,100



 

13. Transactions with Related Parties 
  

The principal stockholder of the Company is controlled by Pegasus Partners II, L.P., which is, in turn, managed by Pegasus 
Capital Advisors, L.P. (“Pegasus Advisors”).  Employees of Pegasus Advisors have in the past and currently serve as members of the 
board of directors of the Company, and the senior management of the Company regularly consults with Pegasus Advisors on strategic 
and other business matters.  On September 19, 2005, Merisant and Pegasus Advisors formalized this advisory function by entering 
into an Advisory Agreement.  Pegasus Advisors will provide such financial, strategic and other advisory services to Merisant’s senior 
management and its subsidiaries as such managers may reasonably request, and Merisant will reimburse Pegasus Advisors and its 
affiliates for all reasonable costs and expenses incurred in connection with the performance of such services, subject to any contractual 
limitation on such payments between the Company and its lenders.  Such reimbursement amounts have not been and are not expected 
to be material.  Merisant will not pay any fees to Pegasus Advisors under the agreement and will indemnify and hold Pegasus 
Advisors and related parties against losses and direct damages arising out of the Advisory Agreement. 

  
On March 28, 2006, the Company acquired from Pegasus Partners II, L.P. all of the issued and outstanding limited liability 

interests of Whole Earth Sweetener Company LLC for $1. At the time of the acquisition, the only assets of Whole Earth Sweetener 
Company LLC were trademark applications for the Sweet Simplicity® trademark. 

  
In connection with the acquisition (Note 1), Merisant assumed a liability of $5,350 (present value on the acquisition date) for 

deferred compensation payable to an executive employee. The deferred compensation agreement requires annual payments of $535 
each January 31, 2001 through 2005 and annual payments of $1,000 each January 31, 2006 through 2010. Also in connection with the 
acquisition, Merisant advanced cash of $5,350 to the employee in exchange for a note receivable. The note receivable bears interest at 
6.35% and requires annual interest and principal payments of $535 each January 1, 2001, through 2005 and annual payments of 
$1,000 each January 1, 2006, through 2010. Merisant recorded $268, $221 and $171 of interest income on the note receivable for the 
years ended December 31, 2005, December 31, 2006 and December 31, 2007 and an equal amount of interest expense in the 
respective years. 

  
Merisant is party to an agreement with Brand Architecture International (“Brand Architecture”) pursuant to which Brand 

Architecture has agreed to provide consulting services relating to the development of brand architecture for the Company’s products 
and  brands. As compensation, Merisant paid approximately $1,075 and $562 to Brand Architecture in the years ended December 31, 
2006 and 2007, respectively, including the reimbursement to Brand Architecture for expenses relating to its work. Adam Stagliano, a 
member of the Company’s board of directors, is a founding director and the President and Chief Strategic Officer of Brand 
Architecture. 

  
Merisant had been a party to a sublease agreement with The Digital Home/Digital Office, LLC (“Digital Home”), pursuant to 

which it subleased office space located at One North Brentwood Boulevard in Clayton, Missouri to Digital Home for a term that 
expired on March 31, 2006 at a rate of $9 per month. At the end of the term of the sublease agreement, Digital Home acquired the 
office furniture and equipment at no cost. The underlying lease expired on March 31, 2006 and the Company had leased the office 
space for $15 per month. The acquisition value of the furniture and equipment was $225 and the net book value of these assets was 
zero, subsequent to a previously recorded impairment charge of $142. Digital Home is controlled by Arnold Donald, one of the 
Company’s directors. 

  
14. Segment Information 
  

The Company manufactures and markets primarily low-calorie tabletop sweeteners globally. Therefore, the Company’s 
reportable segments are organized and managed principally by geographic region: North America; EAME; Latin America; and 
Asia/Pacific. The Company’s management reviews operating EBITDA to evaluate segment performance and allocate resources. 
Operating EBITDA consists of segment earnings before interest expense, income tax expense, depreciation and amortization as well 
as items such as expenses related to start up costs, restructuring charges, certain significant charges related to obsolete or slow moving 
inventory, uncollectible receivables and indebtedness, charges related to new product development and launch costs, costs related to 
the transition to a new exclusive distributor in the United States and certain other non-cash or excludable charges or losses.  Other 
expense (income), net, as reported in the audited consolidated financial statements, is included in Operating EBITDA of the respective 
reportable segments, except for the portion of other expense (income), net that relates to the foreign currency transaction gains or 
losses associated with the Company’s euro-denominated debt (see Note 6), unrealized gains or losses on derivative instruments and 
certain other non-recurring gains and non-cash losses. Corporate expenses include corporate staff and related amounts. Corporate 
expenses, interest and other expenses and the provision for income taxes are centrally managed and, accordingly, such items are not 
presented by segment since they are excluded from the measure of segment performance reviewed by management. The Company 
launched a new product line in North America in the first quarter of 2006 which management evaluates and  
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manages separately from its other North American operations. As such, this item is also excluded from the measure of segment 
performance reviewed by management. The Company’s assets, which are principally in the United States and Europe, are also 
managed geographically. The accounting policies of the segments are the same as those described in the Summary of Significant 
Accounting Policies. 

  
Reportable segment data were as follows: 
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For the Year Ended December 31, 2005 

  

  
For the Year Ended December 31, 2006 
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North 
America

 

EAME
 

Latin 
America 

  
Asia / 
Pacific

 

Total
 

Net sales 
 

$ 113,489
 

$ 136,607
 

$ 34,517 
  $ 20,352

 

$ 304,965
 

Operating EBITDA 
 

$ 36,502
 

$ 40,847
 

$ 10,126 
  $ 4,739

 

$ 92,214
 

Less (plus): 
             

Corporate expenses 
    24,365

Restructuring expenses 
           

2,975
 

Depreciation expense 
    9,127

Net loss on long lived assets 
           

559
 

Loss on sale or disposal of fixed assets 
           

203
 

Amortization expense 
           

22,216
 

Currency gain on Euro debt 
           

(5,680 )
Unrealized gain on derivative instruments 

           

(5,607 )
Provision for doubtful accounts excluded from Operating EBITDA

           

141
 

Transaction fees 
    (501 )

Gain on sale of subsidiary 
           

(543 )
Other non-cash expenses 

           

26
 

Other income, net 
    11,143

Income from operations 
           

33,790
 

Interest expense, net 
           

56,436
 

Other income, net 
           

(11,143 )
Loss before income taxes 

           

$ (11,503 )

   

North 
America

 

EAME
 

Latin 
America 

  
Asia / 
Pacific

 

Total
 

Total net sales for reportable segments $ 124,779 $ 114,335 $ 33,968 
  $ 20,796 $ 293,878

Net sales related to new product launch 
           

47
 

Total consolidated net sales 
    $ 293,925

Operating EBITDA 
 

$ 45,720
 

$ 32,942
 

$ 8,863 
  $ 6,153

 

$ 93,678
 

Less (plus): 
             

Corporate expenses 
           

26,380
 

Restructuring and specified project implementation costs
           

5,583
 

Depreciation expense 
           

8,371
 

Net loss on long lived assets 
           

8,823
 

Amortization expense 
    22,361

Currency loss on Euro debt 
           

2,842
 

Swap termination gain on derivative instruments 
    (694 )

Gain on liquidation or sale of subsidiary 
           

(925 )
Loss related to new product launch 

           

3,254
 

Transition costs for new exclusive distributor in the United States
           

832
 

Transaction fees 
           

3,300
 

Other non-cash expense 
    34

Other expense, net 
    (411 )

Income from operations 
    13,928

Interest expense, net 
           

61,108
 

Other expense, net 
           

411
 

Loss before income taxes 
           

$ (47,591 )



 
For the Year Ended December 31, 2007 
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North 
America

 

EAME
 

Latin 
America 

  
Asia / 
Pacific

 

Total
 

Total net sales for reportable segments 
 

$ 115,510
 

$ 116,235
 

$ 33,278 
  $ 25,165

 

$ 290,188
 

Net sales related to new product launch 
    (21 )

Total consolidated net sales 
           

$ 290,167
 

Operating EBITDA 
 

$ 42,401
 

$ 35,200
 

$ 8,031 
  $ 9,087

 

$ 94,719
 

Less (plus): 
             

Corporate expenses 
    24,941

Restructuring and specified project implementation costs
           

2,189
 

Depreciation expense 
           

6,159
 

Amortization expense 
           

21,982
 

Currency loss on Euro debt 
           

2,025
 

Gain on liquidation or sale of subsidiary 
           

(284 )
Loss related to new product launch 

           

4,337
 

Other non-cash charge and net gain excludable from Operating 
EBITDA 

           

4,869
 

Gain from receipt of one-time payment excludable from Operating 
EBITDA 

           

(30,000 )
Other non-cash expense 

           

102
 

Other income, net 
    29,812

Income from operations 
    28,587

Interest expense, net 
           

58,487
 

Cost of refinancing 
    5,791

Other income, net 
           

(29,812 )
Loss before income taxes 

    $ (5,879 )



  
Long-lived assets (which consists of all noncurrent assets, other than goodwill), depreciation expense, amortization expense 

and capital expenditures by geographic location were as follows: 
  

For the Year Ended December 31, 2005 
  

  
For the Year Ended December 31, 2006 

  

  
For the Year Ended December 31, 2007 

  

  
15. Restructuring Expenses 
  

During 2007, the Company continued to evaluate strategic options for its tabletop sweetener business. This review resulted in 
the continuation of workforce reductions and planned changes in the Company’s global business model. These actions are designed to 
improve both financial results and the long-term value of the business. Restructuring expenses for workforce reductions of $2,975, 
$5,504 and $1,390 were recorded for the years ended December 31, 2005, 2006 and 2007, respectively.   The 2007 charges principally 
relate to termination costs for employees, including charges related to 24 additional personnel that were notified of their termination 
during the year ended December 31, 2007.  Future payouts are scheduled to be made through the second quarter of 2008. 

  
Reconciliation of the restructuring liability, as of December 31, 2007 is as follows: 

  

  
The restructuring liability at December 31, 2006 and 2007 is included in accrued expenses and other liabilities in the 

accompanying consolidated balance sheets. 
  
The following table presents restructuring expense by segment for each of the years ended December 31: 
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North 
America

 

EAME
 

Latin 
America 

  
Asia / 
Pacific

 

Total
 

Long-lived assets 
 

$ 121,414
 

$ 138,403
 

$ 3,894 
  $ 675

 

$ 264,386
 

Depreciation and impairment 7,170 1,383 1,076 
  187 9,816

Amortization 
 

8,656
 

13,560
 

— 
  —

 

22,216
 

Capital expenditures 
 

2,521
 

1,735
 

301 
  28

 

4,585
 

   

North 
America

 

EAME
 

Latin 
America 

  
Asia / 
Pacific

 

Total
 

Long-lived assets 
 

$ 103,162
 

$ 118,905
 

$ 3,307 
  $ 326

 

$ 225,700
 

Depreciation and impairment 
 

9,998
 

6,325
 

666 
  213

 

17,202
 

Amortization 8,883 13,478 — 
  — 22,361

Capital expenditures 
 

2,014
 

488
 

446 
  —

 

2,948
 

   

North 
America

 

EAME
 

Latin 
America 

  
Asia / 
Pacific

 

Total
 

Long-lived assets 
 

$ 89,240
 

$ 105,822
 

$ 3,200 
  $ 373

 

$ 198,636
 

Depreciation and impairment 
 

4,707
 

976
 

503 
  (27 ) 6,159

 

Amortization 
 

8,896
 

13,086
 

— 
  —

 

21,982
 

Capital expenditures 
 

4,820
 

1,229
 

622 
  167

 

6,838
 

Restructuring liability at December 31, 2004 
 

$ 3,871
 

2005 restructuring expenses 
 

2,975
 

2005 cash payments 
 

(4,169 )
Restructuring liability at December 31, 2005 

 

2,677
 

2006 restructuring expenses 5,504
2006 cash payments (7,737 )
Restructuring liability at December 31, 2006 444
2007 restructuring expenses 

 

1,390
 

2007 cash payments 
 

(1,652 )
Restructuring liability at December 31, 2007 

 

$ 182
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  2005
  2006 2007

North America $ 378 
  $ 354 $ —

EAME 
 

1,592 
  2,934

 

750
 

Latin America 644 
  1,081 118

Asia Pacific 
 

39 
  778

 

369
 

Corporate 
 

322 
  357

 

153
 

Total 
 

$ 2,975 
  $ 5,504

 

$ 1,390
 



  
Item 9A(T).    Controls and Procedures 
  

Evaluation of Disclosure Controls and Procedures 
  
We conducted an evaluation, under the supervision of the Chief Executive Officer and Chief Financial Officer, of the 

effectiveness as of December 31, 2007 of our disclosure controls and procedures (as defined in Exchange Act Rule 15d-15(e)). Based 
on this evaluation, the Chief Executive Officer and Chief Financial Officer had concluded that, as of December 31, 2007, such 
controls and procedures were effective. 

  
The certifications of the Chief Executive Officer and Chief Financial Officer required in accordance with Section 302 of the 

Sarbanes-Oxley Act of 2002 appear as exhibits to this report. The disclosures set forth in this Item 9A(T) contain information 
concerning the evaluation of our disclosure controls and procedures, and changes in internal controls over financial reporting, referred 
to in paragraphs 4(b) and (c) of the certifications. The certifications should be read in conjunction with this Item 9A(T) for a more 
complete understanding of the topics presented. 

  
Management’s Annual Report on Internal Control Over Financial Reporting 
  
Our company’s management is responsible for the preparation, integrity and objectivity of the financial statements and other 

financial information presented in this Annual Report on Form 10-K for the year ended December 31, 2007. The financial statements 
have been prepared in conformity with accounting principles generally accepted in the United States and reflect the effects of certain 
estimates and judgments made by management. 

  
Our company’s management is also responsible for establishing and maintaining adequate internal control over financial 

reporting, as defined in Securities Exchange Act Rule 15d-15(f). Under the supervision and with the participation of our company’s 
management, including the Chief Executive Officer and the Chief Financial Officer, we conducted an evaluation of the effectiveness 
of its internal control over financial reporting based on criteria established in Internal Control - Integrated Framework issued by the 
Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

  
Based on our company’s evaluation under the framework in Internal Control - Integrated Framework issued by the COSO, 

management concluded that internal control over financial reporting was effective as of December 31, 2007. 
  
Attestation Report of the Registered Public Accounting Firm 
  
This Annual Report on Form 10-K does not include an attestation report of our company’s registered public accounting firm 

regarding internal control over financial reporting.  Management’s report was not subject to attestation by our company’s registered 
public accounting firm pursuant to temporary rules of the Securities and Exchange Commission that permit our company to provide 
only management’s report in this annual report. 

  
Changes in Internal Control Over Financial Reporting 
  
There have been no changes in our internal control over financial reporting during the most recently completed fiscal quarter 

that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting. 
  

Item 9B.         Other Information 
  

None 
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PART III 

  
Item 10.                            Directors and Executive Officers of the Registrant. 
  

The following table sets forth the names, ages and titles of the members of our board of directors and executive officers as of 
March 28, 2008. Each of the directors holds office until the next annual meeting of stockholders or until his successor has been elected 
and qualified. 
  

(1)                                  Mr. Alsvig and Ms. Wool will assume their new positions effective March 31, 2008.  Mr. Alsvig currently serves as Director, 
Global Financial Planning and Analysis.  Ms. Wool currently serves as Global Controller and Treasurer. 
  
(2)           Ms. Ferguson has resigned effective March 31, 2008. 
  
Board of Directors and Executive Officers 
  

Board of Directors 
  
Paul Block has served as Chairman of the Board of Directors since February 28, 2006, a director of our company since 

December 2004, as President and Chief Executive Officer of our company since November 2004 and was the President and Chief 
Operating Officer from September 2004 to November 2004. Prior to joining our company, from 2002 to 2004, Mr. Block was 
President and Chief Executive Officer of Sara Lee Coffee and Tea Consumer Brand, a manufacturing coffee company serving the 
retail marketplace with brands like Chock full o’Nuts and Hills Brothers. From 1999 to 2002, Mr. Block served as Chief Marketing 
Officer and, subsequently, Executive Vice President General Manager of Allied Domecq Spirits USA. Prior to this, Mr. Block held 
general management and marketing positions at Groupe Danone and Guinness Import Company. Mr. Block currently serves on the 
board of directors of ClearSource Inc., a bottled water producer. 

  
Robert Albus has served as a director of our company since May 2004. Mr. Albus serves as President and Chief Executive 

Officer of Goodrich Capital and has been Managing Partner of ChemPro LLC, a technology development company, since he founded 
the company in 1998. Mr. Albus served as President and Chief Executive Officer of Home-Link Services from 2002 to 2003. Prior to 
joining Home-Link Services, Mr. Albus was President of the Toiletry Division of Advance Polymer Systems, Inc., where he was 
employed from 1997 to 2000. Prior to that, Mr. Albus served as Director of Marketing of Combe, Inc. (U.S.); General Manager of 
Combe, Inc. (Canada); Vice President of Business Development of the W.B. Saunders Division of CBS; and a Product Director of 
Johnson & Johnson. 

  
Arnold Donald has served as a director of our company since April 2000. From March 2000 to April 2003, Mr. Donald served as 

Chief Executive Officer of our company. Prior to 2000, Mr. Donald was a senior executive of Monsanto Company in St. Louis, 
Missouri. Mr. Donald joined Monsanto in industrial chemical sales in 1977 and held increasingly senior roles in his 20 plus years with 
that company. Mr. Donald currently serves on the boards of Washington University, Carleton College, Crown Holdings, Inc., The 
Scotts Company, Carnival Corporation, Oil-Dri Corporation and The Laclede Group, Inc.  
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Name 
  Age 

  Position
        
Paul. Block 

  51 
  Chairman of the Board of Directors, President and Chief Executive Officer

Robert Albus 
  61 

  Director
Arnold Donald 

  53 
  Director

David House 
  58 

  Director
Alec Machiels 

  35 
  Director

Adam Stagliano 
  52 

  Director
Brian Alsvig 

  38 
  Vice President, Finance, Planning and Analysis (1) 

Scott Bartlett 
  42 

  Vice President, Global Supply Chain
Jonathan Cole 

  43 
  Vice President, General Counsel and Secretary 

Diana Ferguson 
  44 

  Executive Vice President, Chief Financial Officer (2) 
Sanjay Holay 

  51 
  Vice President, Marketing and Innovation

Carrie Murphy 
  49 

  Global Director, Human Resources
Lee Van Syckle 

  57 
  Executive Vice President, Global Commercial Director 

Julie Wool 
  37 

  Vice President, Finance, Controller (1)



  
Mr. Donald also serves on the President’s Export Council, appointed initially by President Clinton and then re-appointed by 

President Bush. 
  
David House has served as a director of our company since July 2006.  Mr. House held senior management positions at American 

Express Company before his retirement from that company in March 2006.  He last served as Group President of the Global Network 
and Establishment Services & Travelers Cheques and Prepaid Services businesses as well as a member of the Global Leadership 
Team, American Express’s senior-most management group.  From 1995 to 2000, Mr. House was president, Establishment Services 
(U.S.).  Prior to joining American Express in 1993, Mr. House was a senior vice president of Reebok International Inc., where from 
1989 to 1993, he held a variety of sales, marketing and operations positions.  He has also held sales and marketing positions with 
PepsiCo, Majers Corporation and Procter & Gamble.  Mr. House continues to advise Ken Chenault, the Chairman and Chief 
Executive Officer of American Express, and is an advisor to Pegasus Capital Advisors, L.P. 

  
Alec Machiels has served as a director of our company since April 2005. Mr. Machiels is a partner at Pegasus Capital Advisors, 

L.P. He has over eight years of private equity investing and investment banking experience.  Prior to joining Pegasus in August 2002, 
Mr. Machiels served as a consultant for Radius Ventures, a biotechnology consulting firm, from 2001 to 2002. From 1996 through 
1999, Mr. Machiels served as a financial analyst for Goldman Sachs International and Goldman, Sachs & Co. 

  
Adam Stagliano has served as a director of our company since June 2005. Mr. Stagliano has led the management team as 

President and Chief Strategic Officer of brandarchitectureinternational, a multi-disciplinary branding company, since its launch in 
2001. Prior to joining brandarchitectureinternational, Mr. Stagliano served as President and Planning Director of Weiss Stagliano 
Partners. Before starting Weiss Stagliano Partners in 1989, Mr. Stagliano was Executive Vice President and Planning Director at 73 
Doyle Graf Mable, where he led strategic planning efforts for several “blue chip” accounts. Mr. Stagliano has served as a founding 
board member and former Chairman of the Accounting Planning Group/U.S., a founding board member and former Chairman of the 
AAAA Account Planning Committee, a board member of the Advertising Research Federation and a founding board member of The 
Philadelphia Chamber Orchestra. 

  
Executive Officers 
  
Brian Alsvig currently serves as Director, Global Financial Planning and Analysis, a position he has held since May 2007, and he 

will become the Vice President, Finance, Planning and Analysis on March 31, 2008.  Prior to his current position, Mr. Alsvig served 
as Senior Manager, Financial Planning and Analysis from 2002 until 2005 and he had served in financial planning and controller 
positions since he joined our predecessor in 1995. 

  
Scott Bartlett has held various positions in operations and global planning at Monsanto prior to its sale of our company, including 

Worldwide Operations Manager for Plastic Products and Operations Planning Manager for the Nylons Platform within the Solutia 
Division. Mr. Bartlett joined our company in 2002 as the Manteno Plant Manager and assumed the role of Manufacturing Director in 
2004. He currently serves as our Vice President, Global Supply Chain. Mr. Bartlett brings 20 years of international manufacturing and 
supply chain management experience to our company. 

  
Jonathan Cole has served as Vice President, General Counsel and Secretary of our company since April 2005. Prior to joining 

our company, Mr. Cole was counsel in the New York offices of Akin Gump Strauss Hauer & Feld LLP from October 1999 to 
April 2005. From September 1993 to October 1999, Mr. Cole was an associate in the New York offices of Thelen Reid & Priest LLP. 

  
Diana Ferguson has served as Executive Vice President, Chief Financial Officer since April 2007, and she resigned effective 

March 31, 2008. Prior to joining our company, Ms. Ferguson held executive and senior management positions at Sara Lee 
Corporation, a global consumer products manufacturer and marketer.  Until March 2007, she had served as Senior Vice President of 
Sara Lee Corporation from January 2004 and Chief Financial Officer of Sara Lee Foodservice from June 2006.  Ms. Ferguson served 
as Senior Vice President, Strategy and Corporate Development from February 2005 to June 2006, and Treasurer from January 2001 to 
February 2004.  She was elected a Vice President of Sara Lee Corporation in January 2001.  Ms. Ferguson serves as a member of the 
Board of Directors of Integrys Energy Group, Inc. and TreeHouse Foods. 

  
Sanjay Holay has served as Vice President, Global Marketing and Innovation since September 2007.  Prior to joining our 

company, Mr. Holay served from April 2005 until July 2007 as the Vice President, Brand Technical Equity for Diageo 
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North America, a division of Diageo PLC which is a worldwide leader in premium branded spirits and beer.  From 2003 until 2005, 
Mr. Holay was the Managing Principal of NuVo Food Group, an innovation consulting organization, and from 2001 until 2003, he 
served as Vice President of Marketing and New Products for Chef Solutions. 

  
Carrie Murphy currently serves as Global Director of Human Resources, a position she has held since June 2007.  Prior to her 

current position, Ms. Murphy served as Human Resources Director for the Americas, and Senior Manager International Recruiting 
from the time of her hire in September 2005.  Ms. Murphy brings over fifteen years of human resources management experience to 
our company.  Prior to joining our company she was Senior Manager Human Resources for Motorola, Inc. from August 2003 to 
December 2004, Senior Manager Human Resources and Staffing at The Spiegel Group from January 2002 to July 2003, and Assistant 
Director Human Resource at Ernst and Young LLP. from December 1997 to July 2001. 

  
Lee Van Syckle joined our company in January 2005 as Senior Vice President, Sales and Marketing.  Mr. Van Syckle became the 

Regional Vice President, North America in September 2006 and has served as Executive Vice President, Global Commercial Director 
since March 2007.  Prior to joining our company, Mr. Van Syckle served as the Executive Vice President, Sales and Marketing for 
Imperial Sugar Company between November 2002 and March 2004.  Between March 1981 and April 2002, he worked in various sales 
management positions for Novartis Consumer Health, including as Senior Vice President, Head Global Sales between 2001 and 2002. 

  
Julie Wool currently serves as Global Controller and Treasurer, a position she has held since September, 2007, and she will 

become the Vice President, Finance, Controller on March 31, 2008.  Prior to her current position, Ms. Wool served as Director, Global 
Accounting and Consolidations from 2003 until 2007.  Ms. Wool joined our company in the controller’s group shortly after its 
divesture from Monsanto in 2000. 

  
Board of Directors 
  

Our board of directors is comprised of six directors, including Paul Block, Robert Albus, Arnold Donald, David House, Alec 
Machiels and Adam Stagliano. We currently have two vacancies on our board of directors. Two of the directors are current or former 
employees.  Two of the remaining four directors have other relationships with Tabletop Holdings, LLC, the controlling stockholder of 
our company. See Item 13 — Certain Relationships and Related Transactions, and Director Independence. 

  
Audit Committee. The audit committee recommends the firm to be appointed as the independent registered public accounting 

firm to audit financial statements and to perform services related to the audit, reviews the scope and results of the audit with the 
independent registered public accounting firm, reviews with management and the independent registered public accounting firm the 
year-end operating results, considers the adequacy of the internal accounting procedures and approves all audit and non-audit services 
to be provided by the independent registered public accounting firm. The audit committee presently consists of Messrs. Albus and 
Machiels. The audit committee operates under a written charter adopted by the board of directors. 

  
Compensation Committee. The compensation committee, which presently consists of Messrs. Albus and Machiels, reviews and 

recommends the compensation arrangements for all executive officers and directors and administers and takes such other action as 
may be required in connection with certain compensation and incentive plans. The compensation committee operates under a written 
charter adopted by the board of directors. 

  
Audit Committee Financial Expert 
  

While the current members of our audit committee have significant experience both analyzing and working with financial 
statements of both public and private companies, we currently do not have a designated “audit committee financial expert” as defined 
in Item 407(d)(5) of Regulation S-K.  Our board of directors believes that the current members of the audit committee have requisite 
levels of financial literacy and financial sophistication to enable the audit committee to be effective in relation to the purposes outlined 
in its charter and in light of the scope and nature of our company’s business and financial statements. 

  
Code of Ethics 
  

We have adopted a Code of Ethics that applies to each of our employees and each employee of our subsidiaries,  
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including our principal executive officer, principal financial officer and principal accounting officer. The Code of Ethics covers all 
areas of professional conduct, including conflicts of interest, disclosure obligations, confidential information, as well as compliance 
with all laws, rules and regulations applicable to our business. We encourage all employees, officers and directors to promptly report 
any violations of the Code to the appropriate persons identified in the Code. 

  
A copy of the Code of Ethics is posted on our website at www.merisant.com. In the event that an amendment to, or waiver 

from, a provision of the Code of Ethics that applies to our executive officers is necessary, we intend to post such information on our 
website. 

  
Item 11.                             Executive Compensation 
  
Compensation Discussion and Analysis 
  

This section provides information regarding the compensation program for our principal executive officer, principal financial 
officer and the other executive officers included in the Summary Compensation Table below, which we refer to collectively as named 
executive officers.  It includes information regarding, among other things, the overall objectives of our compensation program and 
each element of compensation that we provide. 

  
Objectives of Our Compensation Program 
  

The Compensation Committee of our Board of Directors has responsibility for approving the compensation program for our 
named executive officers.  The Compensation Committee acts pursuant to a charter that has been approved by our Board. 

  
The compensation program for our named executive officers is designed to attract, retain and reward talented executives who 

can contribute to our long-term success and thereby build value for our investors.  The program is organized around five fundamental 
principles: 

  
We Focus on Superior Performance and Achieving Both Operating Results and Strategic Objectives.  Our compensation 

program is designed to reward superior performance and the achievement of both operating results and strategic objectives.  It 
accomplishes this in a number of ways.  Target award opportunities provided to each named executive officer under the Merisant 
Company 2007 Annual Incentive Plan (which pays bonuses on the basis of companywide performance and, with respect to sales and 
marketing employees, the achievement of regional sales and sales related performance criteria) (the “Annual Incentive Plan”) and the 
Merisant Company 2007 Supplemental Incentive Plan (which pays bonuses based on the accomplishment of particular strategic 
initiatives) (the “Supplemental Incentive Plan”) are generally between 1.8 and 3.5 times each named executive officer’s base salary.  
Whether and to what extent bonuses under the Annual Incentive Plan and Supplemental Incentive Plan are paid depends entirely on 
the extent to which our company meets performance targets and officers and key employees achieve strategic objectives, as 
determined by the Compensation Committee. 

  
Compensation Should Motivate and Reward Immediate and Bold Action.  Our senior management team leads an initiative to 

strengthen our core brands, improve our operations, reduce costs and transform our company into a sweetener and sweetened food 
company.  The Compensation Committee believes that a substantial portion of total compensation should be delivered in the form of 
short-term cash awards to provide management with incentives to achieve the near-term strategic goals that will provide a platform for 
long-term growth and value for our investors.  Participants in the Supplemental Incentive Plan are eligible to earn cash bonuses 
throughout the year upon the successful and timely completion of strategic objectives. 

  
A Substantial Portion of Compensation Should be at Risk.  Most of the potential annual compensation of our named 

executive officers is at risk by linking it to the extent to which our company outperforms budget targets and whether strategic 
objectives are met in a timely fashion.  Our named executive officers may generally earn between 1.8 and 3.5 times their base salary. 

  
A Portion of Compensation Should Motivate Long-Term Value Creation.  The Compensation Committee believes that a 

portion of total compensation should include incentives to increase the value of our company. Our 2005 Share Appreciation Plan (the 
“2005 Plan”) is designed to provide these incentives.  Participants in the 2005 Plan are entitled to  
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