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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
SCHEDULE 14A
Proxy Statement Pursuant to Section 14(a) of the Securities Exchange Act of 1934
Filed by the Registrant p
Filed by a Party other than the Registrant o
Check the appropriate box:
o Preliminary Proxy Statement
o Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
p Definitive Proxy Statement
o Definitive Additional Materials
o Soliciting Material Pursuant to §240.14a-12
TREEHOUSE FOODS, INC.

(Name of Registrant as Specified In Its Charter)
(Name of Person(s) Filing Proxy Statement, if other than the Registrant)
Payment of Filing Fee (Check the appropriate box):
b No fee required.

0 Fee computed on table below per Exchange Act Rules 14a-6(i)(4) and O-11.
(1) Title of each class of securities to which transaction applies:

(2) Aggregate number of securities to which transaction applies:

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set
forth the amount on which the filing fee is calculated and state how it was determined):

(4) Proposed maximum aggregate value of transaction:

(5) Total fee paid:

o Fee paid previously with preliminary materials.

o Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing
for which the offsetting fee was paid previously. Identify the previous filing by registration statement number,
or the Form or Schedule and the date of its filing.

(1) Amount Previously Paid:

(2) Form, Schedule or Registration Statement No.:

(3) Filing Party:
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TREEHOUSE FOODS, INC.
TWO WESTBROOK CORPORATE CENTER
TOWER TWO, SUITE 1070
WESTCHESTER, ILLINOIS 60154

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
ON APRIL 21, 2006

The Annual Meeting of Stockholders of TreeHouse Foods, Inc. ( TreeHouse orthe Company ) will be held at Two
Westbrook Corporate Center, First Floor, Conference Center (Link Two/Five), Westchester, Illinois 60154, on Friday,
April 21, 2006, at 9:00 a.m., local time, for the following purposes:

1. To elect two directors to hold office until the 2009 Annual Meeting of Stockholders;
2. To ratify the selection of Deloitte & Touche LLP as our independent auditors for fiscal year 2006; and

3. To transact such other business as may properly come before the meeting or any adjournment or postponement
thereof.

The foregoing items are fully discussed in the proxy statement accompanying this notice. A copy of the Company s
2005 Annual Report is also enclosed.

The close of business on March 17, 2006, has been fixed as the record date for the meeting. Only stockholders of
record at that time are entitled to notice of and to vote at the meeting and any adjournment or postponement thereof.

All stockholders are cordially invited to attend the meeting. However, to assure your representation at the meeting, the
Board of Directors urges you to date, execute and return promptly the enclosed proxy card or vote electronically using
our Internet or telephone voting procedures to give voting instructions with respect to your shares of Common Stock.
Voting by proxy will not affect your right to vote in person if you attend the meeting.

Thomas E. O Neill
Corporate Secretary

March 29, 2006

PLEASE SUBMIT YOUR PROXY THROUGH THE INTERNET OR BY PHONE
OR MARK, SIGN, DATE AND RETURN YOUR PROXY IN THE ENCLOSED ENVELOPE
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TREEHOUSE FOODS, INC.
TWO WESTBROOK CORPORATE CENTER
TOWER TWO, SUITE 1070
WESTCHESTER, ILLINOIS 60154

PROXY STATEMENT

This proxy statement is furnished in connection with the solicitation of proxies by the Board of Directors of

TreeHouse Foods, Inc. ( TreeHouse or the Company ) for use in voting at the Annual Meeting of Stockholders (the
Meeting ) to be held at Two Westbrook Corporate Center, First Floor, Conference Center (Link Two/Five),

Westchester, Illinois 60154, on Friday, April 21, 2006, at 9:00 a.m. local time, and at any postponement or

adjournment thereof, for the purposes set forth in the attached notice. This proxy statement, the attached notice and the

enclosed proxy are being sent to stockholders on or about March 29, 2006.

The solicitation of proxies from the stockholders is being made by the Board of Directors and management of the
Company and the cost of solicitation, including the cost of preparing and making the proxy statement, the proxy,
notice of annual meeting and annual report is being paid for by the Company.
Who May Vote
Shareholders of record as of the close of business on March 17, 2006 are entitled to notice of and to vote at the
Meeting. As of that date, there were 31,087,773 shares of the Company s common stock outstanding, the only class of
voting securities outstanding. Each share of Common Stock is entitled to one vote, without cumulation, on each matter
to be voted upon at the Meeting.
How Proxies Work
Only votes cast in person at the Meeting or by proxy received by the Company before commencement of the Meeting
will be counted at the Meeting. Giving us your Proxy means you authorize us to vote your shares at the Meeting in the
manner you direct. You may vote for or against both, either or none of our nominees for director, or you may abstain
from voting. If your shares are held in your name, you can vote by proxy in three convenient ways:

Via Internet: Go to https.://www.proxyvotenow.com/ths and follow the instructions.

By Telephone: Call toll-free 1-866-809-5297 and follow the instructions.

In Writing: Complete, sign, date and return your proxy card in the enclosed envelope.

If a proxy is properly returned, the shares it represents will be voted at the Meeting in accordance with the instructions
of the stockholder. If no specific instructions are given, the shares will be voted as follows:

FOR the election of the two nominees for director set forth herein;

FOR the ratification of the selection of our independent auditors; and
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with respect to any other matter that may properly come before the Meeting, in the discretion of the persons
voting the respective proxies.

The Board of Directors does not intend to bring any matters before the Meeting except those indicated in the notice. If
any other matters properly come before the Meeting, however, the persons named in the enclosed proxy, or their duly
constituted substitutes acting at the Meeting, will be authorized to vote or otherwise act thereon in accordance with
their judgment on such matters.

If you are the beneficial owner of shares held in street name by a broker, your broker, as the record holder of the
shares, must vote those shares in accordance with your instructions. If you do not give instructions to your broker,

your broker can vote your shares with respect to discretionary items but not with respect to non-discretionary items.
On non-discretionary items, for which you do not give instructions, the shares will be treated
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as broker non-votes. A discretionary item is a proposal that is considered routine under the rules of the New York
Stock Exchange. Shares held in street name may be voted by your broker on discretionary items in the absence of
voting instructions given by you. The proposals to be presented at the Meeting are considered routine and therefore
may be voted upon by your broker if you do not give instructions for the shares held by your broker.

Quorum

There must be a quorum to carry on the business of the Meeting. The presence at the Meeting, in person or by proxy,
of stockholders entitled to cast a majority of the votes which all stockholders are entitled to cast will constitute a
quorum.

Revoking a Proxy

A stockholder giving a proxy has the power to revoke it at any time prior to its exercise by voting in person at the
meeting, by giving written notice to the Secretary of the Company prior to the Meeting, or by giving a later dated

proxy.
Required Vote

The election of the nominees for director, the ratification of the selection of our independent auditors and the approval
of any other matter that may properly come before the Meeting (each a Proposal ) will become effective only upon the
affirmative vote of shares of Common Stock representing a majority of the votes cast on such Proposal (whether for or
against or abstained on such Proposal). Votes cast as abstentions will not be counted as a vote for or against a

Proposal, but will nevertheless increase the total votes cast on the matter and thus increase the number of votes
necessary to effectuate such Proposal. So called broker non-votes (brokers failing to vote by proxy shares of the
Common Stock held in nominee name for customers) will not be counted at the Meeting. The effect of such broker
non-votes is to decrease the total votes cast on the matter and thus decrease the number of votes necessary to

effectuate a Proposal.

ITEM1 ELECTION OF DIRECTORS

The Company has a classified Board of Directors (the Board ) consisting of three classes. At each annual meeting of
stockholders, directors are elected for a full term of three years to succeed those directors whose terms are expiring.

At the Meeting, the stockholders will elect two directors to hold office, subject to the provisions of the Company s
By-laws, until the annual meeting of stockholders in 2009 and until their successors are duly elected and qualified.
Unless contrary instructions are given, the shares represented by the enclosed proxy will be voted FOR the election of
Messrs. O Connell and Ussery, the nominees set forth below. Proxies cannot be voted for a greater number of directors
than the number of nominees named. See Record Date, Required Vote, Outstanding Shares and Holdings of Certain
Stockholders.

Messrs. O Connell and Ussery have consented to being named in this proxy statement and to serve if elected.
However, if any nominee at the time of his or her election is unable or unwilling to serve or is otherwise unavailable
for election, and as a result another nominee is designated by the Board of Directors, the persons named in the
enclosed proxy, or his or her substitute, will have discretion and authority to vote or refrain from voting for such
nominee in accordance with their judgment.

The Nominating and Corporate Governance Committee has recommended Messrs. O Connell and Ussery for
nomination for re-election to the Company s Board of Directors. As a member of the Nominating and Corporate

Table of Contents 8



Edgar Filing: TreeHouse Foods, Inc. - Form DEF 14A

Governance Committee, Mr. O Connell recused himself from any discussion and decision related to his nomination for
re-election to the Board.
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The nominees for election as directors, together with certain information about them, is contained below.

Director Present Position
Name Age Since with the Company
Frank J. O Connell 62 2005 Director
Terdema L. Ussery, 11 47 2005 Director

Frank J. O Connell has served on the Company s Board of Directors since June 6, 2005. Since June 2004,

Mr. O Connell has served as a senior partner of The Parthenon Group. From November 2000 to June 2002,

Mr. O Connell served as President and Chief Executive Officer of Indian Motorcycle Corporation. From June 2002 to
May 2004, Mr. O Connell served as Chairman of Indian Motorcycle Corporation. Indian Motorcycle Corporation was
liquidated under applicable California statutory procedures in January 2005. From 1996 to 2000, Mr. O Connell served
as Chairman, President and Chief Executive Officer of Gibson Greetings, Inc. From 1991 to 1995, Mr. O Connell
served as President and Chief Operating Officer of Skybox International. Previously, Mr. O Connell served as
President of Reebok Brands, North America, President of HBO Video and Senior Vice President of Mattel s
Electronics Division. In addition to our Board, Mr. O Connell serves on the Board of Directors of Radica Games
Limited. Mr. O Connell holds a B.A. and a M.B.A. from Cornell University. Mr. O Connell is the Chairman of the
Compensation Committee and a member of the Nominating and Corporate Governance Committee of our Board of
Directors.

Terdema L. Ussery, Il has served on the Company s Board of Directors since June 6, 2005. Since April 1997,

Mr. Ussery has served as the President and Chief Executive Officer of the Dallas Mavericks. Since September 2001,

Mr. Ussery also has served as Chief Executive Officer of HDNet. From 1993 to 1996, Mr. Ussery served as the
President of Nike Sports Management. From 1991 to 1993, Mr. Ussery served as Commissioner of the Continental
Basketball Association (the CBA ). Prior to becoming Commissioner, Mr. Ussery served as Deputy Commissioner and
General Counsel of the CBA from 1990 to 1991. From 1987 to 1990, Mr. Ussery was an attorney at Morrison &

Foerster LLP. In addition to our Board, Mr. Ussery serves on the Board of Directors of The Timberland Company.

Mr. Ussery holds a B.A. from Princeton University, an M.P.A. from Harvard University and a J.D. from the

University of California at Berkeley. Mr. Ussery is a member of the Compensation Committee of our Board of
Directors.

RECOMMENDATION:
THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE ELECTION OF
ITS NOMINEES TO SERVE ON THE COMPANY S BOARD OF DIRECTORS

ITEM 2 RATIFICATION OF THE SELECTION OF INDEPENDENT AUDITORS

Deloitte & Touche LLP audited our financial statements for fiscal year 2005, and has been selected by the audit
committee of our Board of Directors to audit our financial statements for fiscal year 2006. A representative of
Deloitte & Touche LLP is expected to attend our annual meeting, where he or she will have the opportunity to make a
statement, if he or she desires, and will be available to respond to appropriate questions.

Stockholder ratification of the selection of Deloitte & Touche LLP is not required by our By-laws or otherwise.
However, our Board of Directors is submitting the selection of Deloitte & Touche LLP to our stockholders for
ratification as a matter of good corporate practice. If our stockholders fail to ratify the selection, our audit committee
will review its future selection of auditors. Even if the selection is ratified, the audit committee in its discretion may
direct the appointment of different independent auditors at any time during the year if it determines that such a change
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would be in the best interests of the Company and our stockholders.

For information regarding audit and other fees billed by Deloitte & Touche LLP for services rendered in fiscal year
2005, see Audit Committee Report Fees Billed by Independent Auditors below.

RECOMMENDATION:
THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE RATIFICATION OF THE
SELECTION OF OUR INDEPENDENT AUDITORS

3
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CORPORATE GOVERNANCE

Current Board Members. The members of the Board of Directors on the date of this proxy statement, and the
committees of the Board on which they serve, are identified below.

Nominating and

Corporate
Compensation Audit Governance

Director Committee Committee Committee
Sam K. Reed
George V. Bayly * o
Gregg L. Engles
Michelle R. Obama *
Frank J. O Connell K
Gary D. Smith * ok
Terdema L. Ussery, 11 *

* Member

*#* Chairman

Corporate Governance Guidelines. All of the Company s corporate governance materials, including the Corporate
Governance Guidelines and committee charters and the Code of Business Conduct and Ethics are published on the
Company s website at www.treehousefoods.com in the investor information section. The Board regularly reviews
corporate governance developments and modifies these Guidelines, charters and Governance practices as warranted.
Any modifications are reflected on the Company s website.

Director Independence. The New York Stock Exchange listing rules require that a majority of the Company s
directors are independent. The Board has determined that Ms. Obama and Messrs. Bayly, O Connell, Smith and Ussery
satisfy the New York Stock Exchange s independence guidelines and are independent directors. The Board determined
that each of such persons met the independence standards of the New York Stock Exchange and the Securities and
Exchange Commission and that each such person was free from relationships with management that could cause such
person to be disqualified as an independent director. All members of the audit, compensation and nominating and
corporate governance committees must be independent directors. Members of the audit committee must also satisfy an
additional Securities and Exchange Commission independence requirement, which provides that they may not accept
directly or indirectly any consulting, advisory or other compensatory fee from the Company or any of its subsidiaries
other than their directors compensation. The Board has determined that a majority of the Board and all members of the
audit, compensation, and nominating and corporate governance satisfy the relevant independence requirements.

Nomination of Directors. The Board, which is responsible for approving candidates for Board membership, has
delegated the process of screening and recruiting potential director nominees to the Nominating and Corporate
Governance Committee in consultation with the Chairman of the Board and the Chief Executive Officer. The
Nominating and Corporate Governance Committee seeks candidates that have a reputation for integrity, honesty and
adherence to high ethical standards and that have demonstrated business acumen, experience and ability to exercise
sound judgments in matters that relate to the current and long-term objectives of the Company. When the committee
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reviews a candidate of Board membership, the committee looks specifically at the candidate s background and
qualifications in light of the needs of the Board and the Company at that time, given the then current composition of
the Board.

Code of Business Conduct and Ethics. All directors, officers and employees of the Company must act ethically at all
times and in accordance with the policies comprising the Company s Code of Business Conduct and Ethics. The Code
is published on the investor relations section of the Company s website at www.treehousefoods.com.

Compensation of Directors. Directors who are not employees of the Company receive a fee of $30,000 per year plus
$1,500 per board and committee meeting attended in person ($750 for meetings attended telephonically).

4
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An additional annual fee of $10,000 is paid to the chairperson of the Audit Committee, and directors chairing other
committees will be paid an additional $5,000 per year. Directors who are employees of the Company do not receive
additional compensation for service as a director. In addition, to ensure that directors have an ownership interest
aligned with other stockholders, each outside director will be granted annually following his or her election to our
Board options and/or restricted shares or restricted share units of Company common stock having a value to be
determined by our Board. As of the date of this proxy statement, 40,794 options have been issued to our Directors
under the Company s 2005 Long-Term Stock Incentive Plan.

Meetings of the Board of Directors and Committees/Role of Committees

The Board of Directors met five times during 2005. Each of the members of the Board participated in 100% of the
Board of Directors and Committee meetings that took place while such person was a member of the Board and the
applicable Committee. Members of the Board are expected to attend each meeting, as per the Company s Corporate
Governance Guidelines. It is the Board s policy that all of our directors attend the Annual Meeting of Stockholders
absent exceptional cause. The non-management directors of the Company are required to meet regularly (at least
quarterly) in executive session of the Board without management present. The presiding director at non-management
sessions is Michelle R. Obama.

The Board of Directors has established standing audit, compensation, and nominating and corporate governance
committees. The membership of each of these committees is determined from time to time by the Board of Directors
and, to date, only outside directors have served on these committees.

The Audit Committee held seven meetings during 2005 and presently consists of Ms. Obama and Messrs. Bayly and
Smith. The Audit Committee is composed entirely of independent directors (in accordance with the New York Stock
Exchange listing standards and SEC rules). In addition, the Board of Directors has determined that Mr. Bayly, the
chairman of the Audit Committee, is qualified as an audit committee financial expert within the meaning of SEC
regulations and the Board has determined that he has accounting and related financial management expertise within
the meaning of the listing standards of the New York Stock Exchange. The Committee reviews and approves the
scope and cost of all services (including non-audit services) provided by the firm selected to conduct the audit. The
Committee also monitors the effectiveness of the audit effort and financial reporting, and inquires into the adequacy of
financial and operating controls. The report of the Audit Committee is set forth later in this proxy statement. A copy
of the Audit Committee Charter is included with this proxy statement as Appendix A.

The Compensation Committee held three meetings in 2005 and presently consists of Messrs. O Connell, Ussery and
Bayly. The Committee is composed entirely of non-management directors. The Compensation Committee reviews and
approves salaries and other matters relating to compensation of the senior officers of the Company, including the
administration of the 2005 Long-Term Stock Incentive Plan. The Compensation Committee also reviews the
Company s general compensation policies, administers the Company s 401(k) plan, and recommends director
compensation programs to the Board of Directors. The report of the Compensation Committee is set forth later in this
proxy statement.

The Nominating and Corporate Governance Committee held two meetings in 2005 and presently consists of

Ms. Obama and Messrs. Smith and O Connell. The Committee is composed entirely of non-management directors. The
Nominating and Corporate Governance met in February 2006 to propose the nominees whose election to the

Company s Board of Directors is a subject of this proxy statement. The purposes of the Nominating and Corporate
Governance are (i) to identify individuals qualified to become members of the Board, (ii) to recommend to the Board
the persons to be nominated for election as directors at any meeting of the stockholders, (iii) in the event of a vacancy
on or increase in the size of the Board, to recommend to the Board the persons to be nominated to fill such vacancy or
additional Board seat, (iv) to recommend to the Board the persons to be nominated for each committee of the Board,
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(v) to develop and recommend to the Board a set of corporate governance guidelines applicable to the Company,
including the Company s Code of Business Conduct and Ethics, and (vi) to oversee the evaluation of the Board. The
Nominating and Corporate Governance will consider nominees who are recommended by stockholders, provided such
nominees are recommended in accordance with the nominating procedures set forth in the

5
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Company s By-laws. The report of the Nominating and Corporate Governance Committee is set forth later in this
proxy statement.

STOCK OWNERSHIP
Holdings of Management

The executive officers and directors of the Company own shares, and exercisable rights to acquire shares, representing
an aggregate of 1,408,340 shares of Common Stock or approximately 4.5% of the outstanding shares of Common
Stock (see Security Ownership of Certain Beneficial Owners and Management ). Such officers and directors have
indicated an intention to vote in favor of each Proposal.

Security Ownership of Certain Beneficial Owners and Management

The following table sets forth, as of the close of business on March 24, 2006, certain information with respect to the
beneficial ownership of Common Stock beneficially owned by (i) each director of the Company, (ii) the chief
executive officer of the Company and four most highly compensated executive officers of the Company other than the
chief executive officer (collectively, the named officers ), (iii) all executive officers and directors as a group and
(iv) each stockholder who is known to the Company to be the beneficial owner, as defined in Rule 13d-3 under the
Securities Exchange Act of 1934, as amended (the Exchange Act ), of more than 5% of the outstanding Common
Stock. Each of the persons listed below has sole voting and investment power with respect to such shares, unless
otherwise indicated. Unless otherwise indicated below, the address of the Directors and Officers listed below is

c/o TreeHouse Foods, Inc., Two Westbrook Corporate Center, Tower Two, Suite 1070, Westchester, Illinois 60154.

Common Stock Percent of
Beneficially

Name of Beneficial Owner Owned Class(1)
Directors and Named Officers:
Sam K. Reed 256,677 *
George V. Bayly 200 *
Gregg L. Engles 894,788(2) 2.9%
Michelle R. Obama 0 *
Frank J. O Connell 0 *
Gary D. Smith 0 *
Terdema L. Ussery 0 *
David B. Vermylen 102,670 *
E. Nichol McCully 51,335 *
Thomas E. O Neill 51,335 *
Harry J. Walsh 51,335 *
All directors and executive officers as a group (11 persons) 1,408,340 4.5%
Principal Stockholders:
Iridian Asset Management LLC
276 Post Road West
Westport, CT 06880-4704 2,294,689(3) 7.4%
Janus Capital Management LLC
151 Detroit Street
Denver, CO 80206 2,849,057(4) 9.2%
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Highfields Capital Management LP, Highfields GP, LLC and
Jonathan S. Jacobson and Richard L. Grubman

c/o Highfields Capital Management

John Hancock Tower

200 Clarendon Street, 51st Floor

Boston, MA 02116
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Common Stock Percent of
Beneficially
Name of Beneficial Owner Owned Class(1)
Highfields Capital Ltd.
c/o Goldman Sachs (Cayman) Trust, Limited
Harbour Centre, Second Floor
George Town, Grand Cayman
Cayman Islands, B.W.1I 2,548,100(5) 8.3%
FMR Corp.
82 Devonshire Street
Boston, MA 02109 2,933,347(6) 9.436%
Wachovia Corporation
One Wachovia Center
Charlotte, NC 28288 1,805,290(7) 5.82%

Except as otherwise noted, the directors and executive officers, and all directors and executive officers as a group,
have sole voting power and sole investment power over the shares listed.

(1) An asterisk indicates that the percentage of common stock projected to be beneficially owned by the named
individual does not exceed one percent of our Common Stock.

(2) Includes the following shares which could be acquired within 60 days of March 24, 2006: 459,505 shares.

(3) Asreported on the Schedule 13G filed with the SEC on February 3, 2006 by Iridian Asset Management LLC
( Iridian ), which has direct beneficial ownership of 2,294,689 shares of Company common stock. Due to their
ownership interests, direct and indirect, in Iridian, the Governor and Company of the Bank of Ireland, IBI
Interfunding, Banc Ireland/First Financial, Inc. and BIAM (US) Inc. may share beneficial ownership of the
shares.

(4) As reported on the Schedule 13G/A filed with the SEC on February 14, 2006 by Janus Capital Management LLC
( Janus ), which has beneficial ownership of 2,849,057 shares of Company common stock due in part to an indirect
77.5% ownership stake by Janus in Enhanced Investment Technologies LL.C and an indirect 30% ownership
stake by Janus in Perkins, Wolf, McDonnell and Company, LLC.

(5) As reported on the Schedule 13G filed with the SEC on July 5, 2005 by Highfields Capital Management LP
( Highfields ), which has beneficial ownership of 2,548,100 shares of Company common stock owned by
Highfields Capital I LP ( Highfields I ), Highfields Capital Il LP ( Highfields IT ), Highfields Capital Ltd.
(collectively, the Highfields Funds ) and Highfields Capital Ltd. ( Highfields Capital ) Due to their ownership
interests, direct and indirect, in the Highfields Funds and Highfields Capital, Highfields (the investment manager
to each of the Highfields Funds), Highfields GP LLC ( Highfields GP ) (the General Partner of Highfields) and
Jonathan S. Jacobson and Richard L. Grubman (managing members of Highfields GP) may share beneficial
ownership of the shares.

(6) As reported on the Schedule 13G filed with the SEC on February 14, 2006 by FMR Corp. ( FMR ). Fidelity

Management and Research Company ( Fidelity ), a wholly-owned subsidiary of FMR and a registered investment
adviser, is the beneficial owner of 2,932,827 shares of Company common stock as a result of acting as
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investment adviser to various investment companies registered under Section 8 of the Investment Company Act
of 1940. Edward C. Johnson IIT and FMR, through its control of Fidelity, and the funds each has sole power to
dispose of the 2,932,827 shares owned by the funds. Fidelity Management Trust Company, a wholly-owned
subsidiary of FMR, is the beneficial owner of 361 shares of Company Common Stock. Strategy Advisors, Inc., a
wholly-owned subsidiary of FMR, provides investment advisory services to individuals. As such, FMR s
beneficial ownership includes 159 Company common shares beneficially owned through Strategic Advisors, Inc.

(7) As reported on the Schedule 13G filed with the SEC on February 13, 2006.
7
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires the Company s executive officers and directors and persons who own more
than ten percent of a registered class of the Company s equity securities (collectively, the reporting persons ) to file
reports of ownership and changes in ownership with the Securities and Exchange Commission and to furnish the
Company with copies of these reports. Based on the Company s review of the copies of these reports received by it,
and written representations, if any, received from reporting persons with respect to such filings, the Company believes
that all filings required to be made by the reporting persons for the period June 14, 2005, to December 31, 2005, were
made on a timely basis, except that on July 1, 2005, David B. Vermylen filed a Form 4 with respect to non-qualified
stock options and restricted stock units that were awarded on June 28, 2005 in connection with our separation from
Dean Foods Company as a result of a clerical error by the Company.

MANAGEMENT
Directors and Executive Officers

The following table sets forth the names and ages of the Company s directors and executive officers.

Name Age Position

Sam K. Reed 59(a) Chief Executive Officer and Chairman of the
Board

George V. Bayly 63(b) Director

Gregg L. Engles 47(a) Director

Michelle R. Obama 42(b) Director

Frank J. O Connell 62(c) Director

Gary D. Smith 63(b) Director

Terdema L. Ussery, 11 47(c) Director

David B. Vermylen 55 President and Chief Operating Officer

Dennis F. Riordan 48 Senior Vice President and Chief Financial
Officer

E. Nichol McCully 51 Senior Vice President of Business
Development and Strategic Planning

Thomas E. O Neill 51 Senior Vice President, General Counsel and
Chief Administrative Officer

Harry J. Walsh 50 Senior Vice President of Operations

(a) Messrs. Reed and Engles comprise a class of directors whose term expires in 2008.

(b) Ms. Obama and Messrs. Bayly and Smith comprise a class of directors whose term expires in 2007.

(c) Messrs. O Connell and Ussery comprise a class of directors whose term expires in 2006.
Sam K. Reed is the Chairman of our Board of Directors. Mr. Reed has served as our Chief Executive Officer since
January 2005. Prior to joining us, Mr. Reed was a principal in TreeHouse LLC, an entity unrelated to the Company

that was formed to pursue investment opportunities in consumer packaged goods businesses. From March 2001 to
April 2002, Mr. Reed served as Vice Chairman of Kellogg Company. From January 1996 to March 2001, Mr. Reed
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served as the President and Chief Executive Officer and as a director of Keebler Foods Company. Prior to joining
Keebler, Mr. Reed served as Chief Executive Officer of Specialty Foods Corporation s (unrelated to Dean Foods)
Western Bakery Group division from 1994 to 1995. Mr. Reed also has served as President and Chief Executive
Officer of Mother s Cake and Cookie Co. and has held Executive Vice President positions at Wyndham Bakery
Products and Murray Baker Products. In addition to our Board, Mr. Reed serves on the Board of Directors of Weight
Watchers International and Tractor Supply Company. Mr. Reed holds a B.A. from Rice University and an M.B.A.
from Stanford University.
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George V. Bayly was elected as a Director on June 6, 2005. Since January 2003, Mr. Bayly has served as
Co-Chairman of U.S. Can Corporation. In 2004, Mr. Bayly also served as Chief Executive Officer of U.S. Can
Corporation. In addition, Mr. Bayly has been a principal of Whitehall Investors, LLC, a consulting and venture capital
firm, since January 2002. From January 1991 to December 2002, Mr. Bayly served as Chairman, President and Chief
Executive Officer of Ivex Packaging Corporation. From 1987 to 1991, Mr. Bayly served as Chairman, President and
Chief Executive Officer of Olympic Packaging, Inc. Mr. Bayly also held various management positions with
Packaging Corporation of America from 1973 to 1987. In addition to our Board, Mr. Bayly serves on the Board of
Directors of General Binding Corporation, Packaging Dynamics, Inc., Huhtamaki Oyj and U.S. Can Corporation.

Mr. Bayly holds a B.S. from Miami University and a M.B.A. from Northwestern University. Mr. Bayly also served as
a Lieutenant Commander in the United States Navy. Mr. Bayly is the Chairman of our Audit Committee and is a
member of the Compensation Committee of our Board of Directors.

Gregg L. Engles was elected as a Director on June 6, 2005. Mr. Engles has served as Dean Foods Company s Chief
Executive Officer and as a director of Dean Foods Company since the company s formation in October 1994. From
October 1994 until December 21, 2001, Mr. Engles served as Chairman of the Board of Dean Foods. When Dean
Foods acquired the former Dean Foods Company ( Legacy Dean ) on December 21, 2001, Mr. Howard Dean was
named Chairman of the Board pursuant to the merger agreement concerning Dean Foods acquisition of Legacy Dean,
and Mr. Engles was named Vice Chairman of the Board. In April 2002, Mr. Dean retired and Mr. Engles resumed his
position as Chairman of the Board. Prior to the formation of Dean Foods, Mr. Engles served as Chairman of the Board
and Chief Executive Officer of certain predecessors to Dean Foods. In addition to our Board and the Board of Dean
Foods, Mr. Engles serves on the Board of Directors of Swift & Company. Mr. Engles holds a B.A. from Dartmouth
College and a J.D. From Yale Law School.

Michelle R. Obama was elected as a Director on June 6, 2005. Since March 2005, Ms. Obama has served as the Vice
President for Community and External Affairs for the University of Chicago Hospitals. From September 2001 to
March 2005, Ms. Obama served as Executive Director of Community Affairs at the University of Chicago Hospitals.
In addition, Ms. Obama served as Associate Dean of Students and Director of Community Service for the University
of Chicago from September 1997 to March 2005. Ms. Obama also has held numerous positions in the public and
non-profit sectors, including Executive Director of the Chicago Office of Public Allies, Assistant Commissioner of
Planning and Development for the City of Chicago and Assistant to the Mayor of the City of Chicago. Ms. Obama
holds a B.A. from Princeton University and a J.D. from Harvard Law School. Ms. Obama is a member of the Audit
Committee and the Nominating and Corporate Governance Committee of our Board of Directors.

Frank J. O Connell was elected as a Director on June 6, 2005. Since June 2004, Mr. O Connell has served as a senior
partner of The Parthenon Group. From November 2000 to June 2002, Mr. O Connell served as President and Chief
Executive Officer of Indian Motorcycle Corporation. From June 2002 to May 2004, Mr. O Connell served as
Chairman of Indian Motorcycle. Indian Motorcycle was liquidated under applicable California statutory procedures in
January 2005. From 1996 to 2000, Mr. O Connell served as Chairman, President and Chief Executive Officer of
Gibson Greetings, Inc. From 1991 to 1995, Mr. O Connell served as President and Chief Operating Officer of Skybox
International. Previously, Mr. O Connell served as President of Reebok Brands, North America, President of HBO
Video and Senior Vice President of Mattel s Electronics Division. In addition to our Board, Mr. O Connell serves on
the Board of Directors of Radica Games Limited. Mr. O Connell holds a B.A. and a M.B.A. from Cornell University.
Mr. O Connell is the Chairman of the Compensation Committee and a member of the Nominating and Corporate
Governance Committee of our Board of Directors.

Gary D. Smith was elected as a Director on June 6, 2005. Since January 2001, Mr. Smith has served as Chief
Executive Officer and Chairman of Encore Associates, Inc. From April 1995 to December 2004, Mr. Smith served as
Senior Vice President Marketing of Safeway Inc. In addition, Mr. Smith held various management positions at
Safeway Inc. from 1961 to 1995. In addition to our Board, Mr. Smith serves on the Board of Directors of The Winery
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Exchange, Supply Chain Systems Ltd. and Altierre Corporation. He is also an advisory Board member of TradePoint,
Inc. Mr. Smith is the Chairman of the Nominating and Corporate Governance Committee and is a member of the
Audit Committee of our Board of Directors.
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Terdema L. Ussery, Il was elected as a Director on June 6, 2005. Since April 1997, Mr. Ussery has served as the
President and Chief Executive Officer of the Dallas Mavericks. Since September 2001, Mr. Ussery also has served as
Chief Executive Officer of HDNet. From 1993 to 1996, Mr. Ussery served as the President of Nike Sports
Management. From 1991 to 1993, Mr. Ussery served as Commissioner of the Continental Basketball Association (the

CBA ). Prior to becoming Commissioner, Mr. Ussery served as Deputy Commissioner and General Counsel of the
CBA from 1990 to 1991. From 1987 to 1990, Mr. Ussery was an attorney at Morrison & Foerster LLP. In addition to
our Board, Mr. Ussery serves on the Board of Directors of The Timberland Company. Mr. Ussery holds a B.A. from
Princeton University, an M.P.A. from Harvard University and a J.D. from the University of California at Berkeley.
Mr. Ussery is a member of the Compensation Committee of our Board of Directors.

Upper Put Lower Call Upper CallCrude Oil Put/Call Spread Contracts by Expiration
Dates Barrels BPD ($/Bbl) ($/Bbl) ($/Bbl) ($/Bbl)
October 2007
248,000 8,000 $59.06 $69.06 $79.06 $89.06
November 2007
240,000 8,000 $56.86 $66.86 $76.86 $86.86
December 2007
248,000 8,000 $62.85 $72.85 $82.85 $92.85

Totals
736,000
Average price
$59.59 $69.59 $79.59 $89.59 At December 31, 2006, the Company had the following derivatives related
to crude oil purchases used in specialty products

production. Average Average Average Average Lower Put Upper Put Lower Call Upper

Call Crude Oil Put/Call Spread Contracts by Expiration Dates Barrels BPD ($/Bbl) ($/Bbl) ($/Bbl) ($/Bbl)
January 2007

248,000 8,000 $48.66 $58.66 $68.66 $78.66
February 2007

224,000 8,000 49.28 59.28 69.28 79.28
March 2007

248,000 8,000 50.85 60.85 70.85 80.85

Totals

720,000
Average price

$49.61 $59.61 $69.61 $79.61
Crude Oil Swap Contracts
The Company utilizes swap contracts to manage crude oil price risk and volatility of cash flows in its fuel products

segment. The Company s policy is generally to enter into crude oil swap contracts for a period no greater than five
years forward and for no more than 75% of crude oil purchases used in fuels production. At September 30, 2007, the
Company had the following derivatives related to crude oil purchases in its fuel products segment, all of which are
designated as hedges.

Crude Oil Swap Contracts by Expiration Dates Barrels BPD ($/Bbl)
Fourth Quarter 2007 1,742,000 18,935 65.51
Calendar Year 2008 8,692,000 23,749 67.20
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Calendar Year 2009 8,212,500 22,500 66.26
Calendar Year 2010 7,482,500 20,500 67.27
Calendar Year 2011 2,096,500 5,744 67.70
Totals 28,225,500

Average price $ 66.88

At December 31, 2006, the Company had the following derivatives related to crude oil purchases in its fuel
products segment, all of which are designated as hedges.

Crude Oil Swap Contracts by Expiration Dates Barrels BPD ($/Bbl)
First Quarter 2007 1,710,000 19,000 $65.14
Second Quarter 2007 1,728,000 18,989 64.68
Third Quarter 2007 1,742,000 18,935 65.51
Fourth Quarter 2007 1,742,000 18,935 65.51
Calendar Year 2008 8,143,000 22,249 67.37
Calendar Year 2009 7,482,500 20,500 66.04
Calendar Year 2010 5,840,000 16,000 67.40
Calendar Year 2011 363,500 996 65.99
Totals 28,751,000

Average price $ 66.49

11
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Fuel Products Swap Contracts
The Company utilizes swap contracts to manage diesel, gasoline and jet fuel price risk and volatility of cash flows
in its fuel products segment. The Company s policy is generally to enter into diesel and gasoline swap contracts for a
period no greater than five years forward and for no more than 75% of the Company s estimated forecasted fuel
products sales.
Diesel Swap Contracts
At September 30, 2007, the Company had the following derivatives related to diesel and jet fuel sales in its fuel
products segment, all of which are designated as hedges.

Diesel Swap Contracts by Expiration Dates Barrels BPD ($/Bbl)
Fourth Quarter 2007 1,102,000 11,978 81.36
Calendar Year 2008 5,307,000 14,500 82.11
Calendar Year 2009 4,745,000 13,000 80.51
Calendar Year 2010 4,745,000 13,000 80.41
Calendar Year 2011 1,641,000 4,496 79.93
Totals 17,540,000

Average price $ 80.97

At December 31, 2006, the Company had the following derivatives related to diesel and jet fuel sales in its fuel
products segment, all of which are designated as hedges except for 169,855 barrels in 2007. As a result of these
barrels not being designated as hedges, the Company recognized a gain of $1,314 in unrealized gain (loss) on
derivative instruments in the consolidated statements of operations during the year ended December 31, 2006.

Diesel Swap Contracts by Expiration Dates Barrels BPD ($/Bbl)
First Quarter 2007 1,080,000 12,000 $81.10
Second Quarter 2007 1,092,000 12,000 80.74
Third Quarter 2007 1,102,000 11,978 81.36
Fourth Quarter 2007 1,102,000 11,978 81.36
Calendar Year 2008 4,941,000 13,500 82.18
Calendar Year 2009 4,562,500 12,500 80.50
Calendar Year 2010 3,650,000 10,000 80.52
Calendar Year 2011 273,000 748 76.52
Totals 17,802,500

Average price $ 81.07

Gasoline Swap Contracts
At September 30, 2007, the Company had the following derivatives related to gasoline sales in its fuel products
segment, all of which are designated as hedges.

Gasoline Swap Contracts by Expiration Dates Barrels BPD ($/Bbl)
Fourth Quarter 2007 640,000 6,957 72.67
Calendar Year 2008 3,385,000 9,249 75.87
Calendar Year 2009 3,467,500 9,500 73.83
Calendar Year 2010 2,737,500 7,500 75.10
Calendar Year 2011 455,500 1,248 74.98
Totals 10,685,500

Average price $74.78

12
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At December 31, 2006, the Company had the following derivatives related to gasoline sales in its fuel products
segment, all of which are designated as hedges.

Gasoline Swap Contracts by Expiration Dates Barrels BPD ($/Bbl)
First Quarter 2007 630,000 7,000 $ 72.09
Second Quarter 2007 636,000 6,989 71.38
Third Quarter 2007 640,000 6,957 72.67
Fourth Quarter 2007 640,000 6,957 72.67
Calendar Year 2008 3,202,000 8,749 76.17
Calendar Year 2009 2,920,000 8,000 73.45
Calendar Year 2010 2,190,000 6,000 75.27
Calendar Year 2011 90,500 248 70.87
Totals 10,948,500

Average price $74.30

Natural Gas Swap Contracts
The Company utilizes swap contracts to manage natural gas price risk and volatility of cash flows. These swap
contracts are designated as cash flow hedges of the future purchase of natural gas. The Company s policy is generally
to enter into natural gas derivative contracts to hedge approximately 75% or more of its upcoming fall and winter
months anticipated natural gas purchases. At September 30, 2007, the Company had the following derivatives related
to natural gas purchases.

Natural Gas Swap Contracts by Expiration Dates MMbtu $/MMbtu
Fourth Quarter 2007 900,000 8.77
First Quarter 2008 850,000 8.76
Third Quarter 2008 60,000 8.30
Fourth Quarter 2008 90,000 8.30
First Quarter 2009 90,000 8.30
Totals 1,990,000

Average price $ 871

At December 31, 2006, the Company had the following derivatives related to natural gas purchases.

Natural Gas Swap Contracts by Expiration Dates MMbtu $/MMbtu
First Quarter 2007 600,000 $ 887
Third Quarter 2007 100,000 7.99
Fourth Quarter 2007 150,000 7.99
First Quarter 2008 150,000 7.99
Totals 1,000,000

Average price $ 852

Interest Rate Swap Contracts

In 2006, the Company entered into a forward swap contract to manage interest rate risk related to its variable rate
senior secured first lien term loan. The Company hedged the interest payments related to 85% of its future term loan
indebtedness. This swap contract was designated as a cash flow hedge of the future payment of interest with
three-month LIBOR fixed at 5.44% per annum. In August 2007, the Company amended its term loan facility and was
required to repay approximately $19,000 in term loan borrowings. As a result of this change in the forecasted
transaction, in the three month period ended September 30, 2007, the Company dedesignated this interest rate swap
and has recorded an unrealized loss of $1,171 in the condensed consolidated statements of operations.
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6. Commitments and Contingencies

From time to time, the Company is a party to certain claims and litigation incidental to its business, including
claims made by various taxing and regulatory authorities, such as the Louisiana Department of Environmental Quality
( LDEQ ), Environmental Protection Agency ( EPA ), Internal Revenue Service ( IRS ) and Occupational Safety and
Health Administration ( OSHA ), as the result of audits or reviews of the Company s business. Management is of the
opinion that the ultimate resolution of any known claims, either individually or in the aggregate, will not have a
material adverse impact on the Company s financial position, results of operations or cash flow.

Environmental

The Company operates crude oil and specialty hydrocarbon refining and terminal operations, which are subject to
stringent and complex federal, state, and local laws and regulations governing the discharge of materials into the
environment or otherwise relating

13
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to environmental protection. These laws and regulations can impair the Company s operations that affect the
environment in many ways, such as requiring the acquisition of permits to conduct regulated activities; restricting the
manner in which the Company can release materials into the environment; requiring remedial activities or capital
expenditures to mitigate pollution from former or current operations; and imposing substantial liabilities for pollution
resulting from its operations. Certain environmental laws impose joint and several, strict liability for costs required to
remediate and restore sites where petroleum hydrocarbons, wastes, or other materials have been released or disposed.

Failure to comply with environmental laws and regulations may result in the triggering of administrative, civil and
criminal measures, including the assessment of monetary penalties, the imposition of remedial obligations, and the
issuance of injunctions limiting or prohibiting some or all of the Company s operations. On occasion, the Company
receives notices of violation, enforcement and other complaints from regulatory agencies alleging non-compliance
with applicable environmental laws and regulations. In particular, the LDEQ has proposed penalties totaling $191 and
supplemental projects for the following alleged violations: (i) a May 2001 notification received by the Cotton Valley
refinery from the LDEQ regarding several alleged violations of various air emission regulations, as identified in the
course of the Company s Leak Detection and Repair program, and also for failure to submit various reports related to
the facility s air emissions; (ii) a December 2002 notification received by the Company s Cotton Valley refinery from
the LDEQ regarding alleged violations for excess emissions, as identified in the LDEQ s file review of the Cotton
Valley refinery; and (iii) a December 2004 notification received by the Cotton Valley refinery from the LDEQ
regarding alleged violations for the construction of a multi-tower pad and associated pump pads without a permit
issued by the agency. The Company is currently in settlement negotiations with the LDEQ to resolve these matters, as
well as a number of similar matters at the Princeton refinery, for which no penalty has yet been proposed. The
Company anticipates that any penalties that may be assessed due to the alleged violations at its Princeton refinery as
well as the aforementioned penalties related to the Cotton Valley refinery will be consolidated in a settlement
agreement that the Company anticipates executing with the LDEQ in connection with the agency s Small Refinery and
Single Site Refinery Initiative described below.

The Company is party to ongoing discussions on a voluntary basis with the LDEQ regarding the Company s
participation in that agency s Small Refinery and Single Site Refinery Initiative. This state initiative is patterned after
the EPA s National Petroleum Refinery Initiative, which is a coordinated, integrated compliance and enforcement
strategy to address federal Clean Air Act compliance issues at the nation s largest petroleum refineries. The Company
expects that the LDEQ s primary focus under the state initiative will be on four compliance and enforcement concerns:
(i) Prevention of Significant Deterioration/New Source Review; (ii) New Source Performance Standards for fuel gas
combustion devices, including flares, heaters and boilers; (iii) Leak Detection and Repair requirements; and
(iv) Benzene Waste Operations National Emission Standards for Hazardous Air Pollutants. The Company is only in
the beginning stages of discussion with the LDEQ and, consequently, while no significant compliance and
enforcement expenditures have been requested as a result of the Company s discussions with the LDEQ, the Company
anticipates that it will ultimately be required to make emissions reductions requiring capital investments between an
aggregate of $1,000 and $3,000 over a three to five year period at the Company s three Louisiana refineries.

Voluntary remediation of subsurface contamination is in process at each of the Company s refinery sites. The
remedial projects are being overseen by the appropriate state agencies. Based on current investigative and remedial
activities, the Company believes that the groundwater contamination at these refineries can be controlled or remedied
without having a material adverse effect on its financial condition. However, such costs are often unpredictable and,
therefore, there can be no assurance that the future costs will not become material.

The Company is indemnified by Shell Oil Company, as successor to Pennzoil-Quaker State Company and Atlas
Processing Company, for specified environmental liabilities arising from the operations of the Shreveport refinery
prior to the Company s acquisition of the facility. The indemnity is unlimited in amount and duration, but requires the
Company to contribute up to $1,000 of the first $5,000 of indemnified costs for certain of the specified environmental
liabilities.

On December 27, 2006, the LDEQ approved the Company s application for a modification of its air emissions
permit for the Shreveport refinery expansion. The Company was required to obtain approval of this modified air
emissions permit from the LDEQ prior to commencing construction of the expansion activities. Upon receipt of the
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permit approval from the LDEQ, the Company commenced construction of the Shreveport refinery expansion project.
The approval granted by the LDEQ for the Company s application for a modified air quality permit was challenged by
an individual on her own behalf and on behalf of a neighborhood group and was subsequently voluntarily dismissed
on July 11, 2007.
Standby Letters of Credit
The Company has agreements with various financial institutions for standby letters of credit which have been
issued to domestic vendors. As of September 30, 2007 and December 31, 2006, the Company had outstanding standby
letters of credit of $66,282 and
14
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$42,775, respectively, under its senior secured revolving credit facility. The Company also had a $50,000 letter of
credit outstanding under the senior secured first lien credit facility for its fuel products hedging program, which bears
interest at 3.50%.

7. Partners Capital

On January 31, 2006, the Partnership completed the initial public offering of its common units and sold 5,699,900

of those units to the underwriters in the initial public offering at a price to the public of $21.50 per common unit. The
Partnership also sold a total of 750,100 common units to certain relatives of the chairman of our general partner at a
price of $19.995 per common unit. In addition, on February 8, 2006, the Partnership sold an additional 854,985
common units to the underwriters at a price to the public of $21.50 per common unit pursuant to the underwriters
over-allotment option. Each of these issuances was made pursuant to the Partnership s Registration Statement on Form
S-1 (File No. 333-128880) declared effective by the Securities and Exchange Commission on January 29, 2006. The
proceeds received by the Partnership (net of underwriting discounts and structuring fees and before expenses) from the
sale of an aggregate of 7,304,985 units were approximately $144,400. The net proceeds were used to: (i) repay
indebtedness and accrued interest under the first lien term loan facility in the amount of approximately $125,700,
(ii) repay indebtedness under the secured revolving credit facility in the amount of approximately $13,100 and
(iii) pay transaction fees and expenses in the amount of approximately $5,600. Underwriting discounts totaled
approximately $11,600 (including certain structuring fees paid to certain of the underwriters of approximately
$2,400).

On July 5, 2006, the Partnership completed a follow-on public offering of its common units in which it sold
3,300,000 common units to the underwriters of the offering at a price to the public of $32.94 per common unit. This
issuance was made pursuant to the Partnership s Registration Statement on Form S-1 (File No. 333-134993) declared
effective by the Securities and Exchange Commission on June 28, 2006. The proceeds received by the Partnership (net
of underwriting discounts, commissions and expenses but before its general partner s capital contribution) from this
offering was $103,479. The use of proceeds from the offering was to: (i) repay all of its borrowings under its
revolving credit facility, which were approximately $9,243 as of June 30, 2006 and (ii) fund a portion of the
construction and other start-up costs of the expansion project at the Shreveport refinery. Underwriting discounts
totaled $4,620. The general partner contributed $2,218 to retain its 2% general partner interest.

The Predecessor s policy was that distributions were limited to the amount necessary to pay each partner s federal
income tax and state income tax on their share of partnership income. However, additional distributions to the partners
could be made at the sole discretion of the general partner. In January 2006, the Predecessor made its final distribution
of $6,900 to its partners. Subsequent to January 31, 2006, Calumet s distribution policy is as defined in the Partnership
Agreement. During the nine months ended September 30, 2007 and 2006, the Company made distributions of $57,196
and $21,515, respectively, to its partners.

8. Segments and Related Information
a. Segment Reporting

Under the provisions of SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information, the
Company has two reportable segments: Specialty Products and Fuel Products. The Specialty Products segment
produces a variety of lubricating oils, solvents and waxes. These products are sold to customers who purchase these
products primarily as raw material components for basic automotive, industrial and consumer goods. The Fuel
Products segment produces a variety of fuel and fuel-related products including gasoline, diesel and jet fuel.

The accounting policies of the segments are the same as those described in the summary of significant accounting
policies except that the Company evaluates segment performance based on income from operations. The Company
accounts for intersegment sales and transfers at cost plus a specified mark-up. Reportable segment information is as
follows:

15
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Three Months Ended September 30, 2007
Sales:

External customers

Intersegment sales

Total sales

Depreciation and amortization
Income from operations
Reconciling items to net income:
Interest expense

Interest income

Debt extinguishment costs

Loss on derivative instruments
Other

Income tax expense

Net income

Capital expenditures

Three Months Ended September 30, 2006
Sales:

External customers

Intersegment sales

Total sales

Depreciation and amortization
Income from operations
Reconciling items to net income :
Interest expense

Interest income

Debt extinguishment costs

Loss on derivative instruments
Other

Income tax expense

Net income
Capital expenditures
Nine Months Ended September 30, 2007

Sales:
External customers

Table of Contents

Specialty
Products

$219,670
190,487

$410,157

4,248
3,000

$ 58,814

Specialty
Products

$252,396
176,808

$429,204

3,650
20,073

$ 17,470

Specialty
Products

$ 648,638

Fuel Combined
Products  Segments
$208,414 $ 428,084

7,340 197,827
$215,754 $ 625911
4,248

14,279 17,279
$ $ 58,814

Fuel Combined
Products  Segments
$192,351  $ 444,747

6,445 183,253
$198,796 $ 628,000
3,650

9,463 29,536

$ $ 17,470

Fuel Combined
Products  Segments
$552,285  $1,200,923

Eliminations

$
(197,827)

$ (197,827)

Eliminations

$
(183,253)

$ (183,253)

$
$

Eliminations

$

Consolidated
Total

$ 428,084

$ 428,084

4,248
17,279

(1,346)
290
(347)
(6,315)
©)
(96)
$ 9,456
$ 58814

Consolidated
Total

$ 444,747

$ 444,747

3,650
29,536

(1,705)
1,369

6,970
(19)
(64)

36,087

$ 17,470

Consolidated

Total

$ 1,200,923
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Intersegment sales

Total sales

470,463

$1,119,101 $575,696  $ 1,694,797

23,411

493,874

(493,874)

$ (493,874) $ 1,200,923

Depreciation and amortization 13,564 13,564 13,564
Income from operations 46,592 44,604 91,196 91,196
Reconciling items to net income:

Interest expense (3,474)
Interest income 1,849
Debt extinguishment costs (347)
Loss on derivative instruments (13,595)
Other (145)
Income tax expense 401)
Net income $ 75,083
Capital expenditures $ 165460 $ $ 165,460 $ $ 165,460
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Specialty Fuel Combined Consolidated
Nine Months Ended September 30, 2006 Products Products Segments Eliminations Total
Sales:

External customers $ 727,383 $544,983 $1,272,366 $ $ 1,272,366
Intersegment sales 516,920 27,350 544,270 (544,270)
Total sales $1,244303 $572,333 $1,816,636 $ (544,270) $ 1,272,366
Depreciation and amortization 10,798 10,798 10,798
Income from operations 62,733 35,770 98,503 98,503
Reconciling items to net income:
Interest expense (7,838)
Interest income 1,614
Debt extinguishment costs (2,967)
Loss on derivative instruments (25,691)
Other 35
Income tax expense (128)
Net income 63,458
Capital expenditures $ 39923 § $ 39,923 $ $ 39,923
September
30, December 31,
2007 2006

Segment assets:
Specialty Products $ 1,277,361 $ 973,854
Fuel Products 916,543 681,677
Combined segments 2,193,904 1,655,531
Eliminations (1,616,802) (1,123,880)
Total assets $ 577,102 $ 531,651

b. Geographic Information
International sales accounted for less than 10% of consolidated sales for each of the three and nine months ended
September 30, 2007 and 2006.
¢. Product Information
The Company offers products primarily in four general categories consisting of fuels, lubricants, solvents and
waxes. Other includes asphalt and other by-products. The following table sets forth major product category sales.

Three Months Ended September

30,
2007 2006
Fuels $ 210,398 $ 197,190
Lubricants 116,726 135,549
Solvents 49,480 55,350
Waxes 20,293 16,439
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Other 31,187 40,219

Total sales $ 428,084 $ 444,747

Nine Months Ended September

30,
2007 2006
Fuels $ 559,567 $ 571,896
Lubricants 358,066 404,524
Solvents 150,855 159,742
Waxes 45,928 48,187
Other 86,507 88,017
Total sales $ 1,200,923 $ 1,272,366

d. Major Customers
During the three months ended September 30, 2007, the Company had one customer, Murphy Oil U.SA., that
represented approximately 11% of consolidated sales due to increased fuel products sales to this customer. No other
customer represented 10% or greater of consolidated sales in each of the three months and nine months ended
September 30, 2007 and 2006.
17
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9. Subsequent Events

On October 8, 2007, the Company declared a quarterly cash distribution of $0.63 per unit on all outstanding units,
or $19,850 in total, for the three months ended September 30, 2007. The distribution will be paid on November 14,
2007 to unitholders of record as of the close of business on November 2, 2007. This quarterly distribution of $0.63 per
unit equates to $2.52 per unit on an annualized basis.

On October 19, 2007, Calumet entered into a definitive purchase and sale agreement (the Purchase Agreement )
with ConocoPhillips Company ( ConocoPhillips ) and M.E. Zukerman Specialty Oil Corporation ( Zukerman , and
collectively, the Sellers ) to acquire Penreco, a Texas general partnership, which manufactures a wide variety of
specialty petroleum products, for an aggregate purchase price of approximately $240,000, subject to customary
purchase price adjustments including a working capital adjustment.

Penreco, which had sales of approximately $432,000 in 2006, manufactures and markets highly refined products
and specialty solvents, including white mineral oils, petrolatums, natural petroleum sulfonates, cable-filling
compounds, refrigeration oils, compressor lubricants and gelled products. The acquisition includes plants in Karns
City, Pennsylvania and Dickinson, Texas. The transaction is expected to close in the fourth quarter of 2007, subject to
customary closing conditions and regulatory approval. There can be no assurance that all of the conditions to closing
the acquisition will be satisfied. Calumet has a commitment in place, subject to certain conditions, which would allow
Calumet to fully finance the acquisition with borrowings under a new secured credit facility. Calumet intends to
finance the acquisition with a combination of borrowings under this new credit facility and through the issuance of
common units. Calumet s obligation to close the acquisition is not conditioned on the receipt of financing.

18
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations

The historical condensed consolidated financial statements included in this Quarterly Report on Form 10-Q reflect all
of the assets, liabilities and results of operations of Calumet Specialty Products Partners, L.P. ( Calumet ) when
used in the present tense, prospectively or for historical periods since January 31, 2006 and Calumet Lubricants Co.,
Limited Partnership ( Predecessor ) for historical periods prior to January 31, 2006 where applicable. The
following discussion analyzes the financial condition and results of operations of Calumet for the three and nine
months ended September 30, 2007 and 2006. The financial condition and results of operations for the nine months
ended September 30, 2006 are of Calumet and include the results of operation of the Predecessor from January 1,
2006 to January 31, 2006. Unitholders should read the following discussion of the financial condition and results of
operations for Calumet and the Predecessor in conjunction with the historical condensed consolidated financial
statements and notes of Calumet and the Predecessor included elsewhere in this Quarterly Report on Form 10-Q.
Overview

We are a leading independent producer of high-quality, specialty hydrocarbon products in North America. Our
business is organized into two segments: specialty products and fuel products. In our specialty products segment, we
process crude oil into a wide variety of customized lubricating oils, solvents and waxes. Our specialty products are
sold to domestic and international customers who purchase them primarily as raw material components for basic
industrial, consumer and automotive goods. In our fuel products segment, we process crude oil into a variety of fuel
and fuel-related products including unleaded gasoline, diesel and jet fuel. In connection with our production of
specialty products and fuel products, we also produce asphalt and a limited number of other by-products. The asphalt
and other by-products produced in connection with the production of specialty products at the Princeton, Cotton
Valley and Shreveport refineries are included in our specialty products segment. The by-products produced in
connection with the production of fuel products at the Shreveport refinery are included in our fuel products segment.
The fuels produced in connection with the production of specialty products at the Princeton and Cotton Valley
refineries are included in our specialty products segment. For the three and nine months ended September 30, 2007,
approximately 57.2% and 67.2%, respectively of our gross profit was generated from our specialty products segment
and approximately 42.8% and 32.8%, respectively of our gross profit was generated from our fuel products segment.

Our fuel products segment began operations in 2004, as we substantially completed the approximately
$39.7 million reconfiguration of the Shreveport refinery to add motor fuels production, including gasoline, diesel and
jet fuel, to its existing specialty products production as well as to increase overall feedstock throughput. The project
was fully completed in February 2005. The reconfiguration was undertaken to capitalize on strong fuels refining
margins, or crack spreads, relative to historical levels, to utilize idled assets, and to enhance the profitability of the
Shreveport refinery s specialty products segment by increasing overall refinery throughput. In 2006, we commenced
construction of an expansion project at our Shreveport refinery to increase throughput capacity and feedstock
flexibility. Please read  Liquidity and Capital Resources Capital Expenditures below.

Our sales and net income are principally affected by the price of crude oil, demand for specialty and fuel products,
prevailing crack spreads for fuel products, the price of natural gas used as fuel in our operations and our results from
derivative instrument activities.

Our primary raw material is crude oil and our primary outputs are specialty petroleum and fuel products. The
prices of crude oil, specialty and fuel products are subject to fluctuations in response to changes in supply, demand,
market uncertainties and a variety of additional factors beyond our control. We monitor these risks and enter into
financial derivatives designed to mitigate the impact of commodity price fluctuations on our business. The primary
purpose of our commodity risk management activities is to economically hedge our cash flow exposure to commodity
price risk so that we can meet our cash distribution, debt service and maintenance capital expenditure requirements
despite fluctuations in crude oil and fuel products prices. We enter into derivative contracts for future periods in
quantities which do not exceed our projected purchases of crude oil and sales of fuel products. Please read Item 3

Quantitative and Qualitative Disclosures about Market Risk Commodity Price Risk. As of September 30, 2007, we
have hedged approximately 28 million barrels of fuel products through December 2011 at an average refining margin
of $11.64 per barrel and average refining margins range from a low of $10.91 in the first and second quarters of 2011
to a high of $12.66 in the fourth quarter of 2007. Please refer to Item 3 Quantitative and Qualitative Disclosures About
Market Risk Commodity Price Risk Existing Commodity Derivative Instruments for a detailed listing of our hedge
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positions.

On October 19, 2007, Calumet entered into a definitive purchase and sale agreement (the Purchase Agreement )
with ConocoPhillips Company ( ConocoPhillips ) and M.E. Zukerman Specialty Oil Corporation ( Zukerman , and
collectively, the Sellers ) to acquire Penreco, a Texas general partnership, which manufactures a wide variety of
specialty petroleum products, for an aggregate purchase price of approximately $240,000, subject to customary
purchase price adjustments including a working capital adjustment.

Penreco, which had sales of approximately $432 million in 2006, manufactures and markets highly refined
products and specialty solvents, including white mineral oils, petrolatums, natural petroleum sulfonates, cable-filling
compounds, refrigeration oils, compressor lubricants and gelled products. The acquisition includes plants in Karns
City, Pennsylvania and Dickinson, Texas. The transaction is expected close in the fourth quarter of 2007, subject to
customary closing conditions and regulatory approval. There can be no assurance that all of the conditions to closing
the acquisition will be satisfied. Calumet has a commitment in place, subject to certain conditions, which would allow
Calumet to fully finance the acquisition with borrowings under a new secured credit facility. Calumet intends to
finance the acquisition with a combination of borrowings under this new credit facility and through the issuance of
common units. Calumet s obligation to close the acquisition is not conditioned on the receipt of financing.

Our management uses several financial and operational measurements to analyze our performance. These
measurements include the following:

Sales volumes;

Production yields; and
19
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Specialty products and fuel products gross profit.

Sales volumes. We view the volumes of specialty and fuels products sold as an important measure of our ability to
effectively utilize our refining assets. Our ability to meet the demands of our customers is driven by the volumes of
crude oil and feedstocks that we run at our refineries. Higher volumes improve profitability both through the
spreading of fixed costs over greater volumes and the additional gross profit achieved on the incremental volumes.

Production yields. We seek the optimal product mix for each barrel of crude oil we refine in order to maximize our
gross profit and minimize lower margin by-products which we refer to as production yield.

Specialty products and fuel products gross profit. Specialty products and fuel products gross profit are an
important measure of our ability to maximize the profitability of our specialty products and fuel products segments.
We define specialty products and fuel products gross profit as sales less the cost of crude oil and other feedstocks and
other production-related expenses, the most significant portion of which include labor, plant fuel, utilities, contract
services, maintenance and processing materials. We use specialty products and fuel products gross profit as an
indicator of our ability to manage our business during periods of crude oil and natural gas price fluctuations, as the
prices of our specialty products and fuel products generally do not change immediately with changes in the price of
crude oil and natural gas. The increase in selling prices typically lags behind the rising costs of crude oil and other
feedstocks for specialty products. Other than plant fuel, production-related expenses generally remain stable across
broad ranges of throughput volumes, but can fluctuate depending on maintenance and turnaround activities.

In addition to the foregoing measures, we also monitor our general and administrative expenditures, substantially
all of which are incurred through our general partner, Calumet GP, LLC.

Three and Nine Months Ended September 30, 2007 Results of Operations

The following table sets forth information about our combined refinery operations. Refining production volume

differs from sales volume due to changes in inventory.

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
Total sales volume (bpd)(1) 49,108 51,163 47,435 51,337
Total feedstock runs (bpd)(2) 51,305 53,330 48,758 53,025
Refinery production (bpd)(3):
Specialty products:
Lubricating oils 10,768 11,241 10,785 11,677
Solvents 5,294 6,049 5,162 5,361
Waxes 1,287 1,083 1,177 1,151
Fuels 1,798 1,753 1,985 2,288
Asphalt and other by-products 6,980 7,664 6,254 7,053
Total 26,127 27,790 25,363 27,530
Fuel products:
Gasoline 7,651 9,538 7,382 9,507
Diesel 6,309 6,752 5,627 7,161
Jet fuel 8,627 6,899 7,922 6,928
By-products 1,409 627 1,618 511
Total 23,996 23,816 22,549 24,107
Total refinery production 50,123 51,606 47,912 51,637
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(1) Total sales
volume includes
sales from the
production of
our refineries,
sales of
purchased
products and
sales of
inventories.

(2) Feedstock runs
represent the
barrels per day
of crude oil and
other feedstocks
processed at our
refineries. The
decrease in
feedstock runs
for the nine
months ended
September 30,
2007 was
partially due to
unscheduled
downtime of
certain
operating units
at our
Shreveport
refinery in the
second quarter
of 2007, with no
comparable
activities during
the respective
period in 2006.
Feedstock runs
for the nine
months ended
September 30,
2007 were also
negatively
affected by
scheduled
turnarounds
performed at
our Shreveport
and Princeton
refineries in the
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first quarter of
2007, with no
similar activities
in the
comparable
period in 2006.
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(3) Total refinery
production
represents the
barrels per day
of specialty
products and
fuel products
yielded from
processing
crude oil and
other refinery
feedstocks at
our refineries.
The difference
between total
refinery
production and
total feedstock
runs is primarily
a result of the
time lag
between the
input of
feedstock and
production of
end products
and volume
loss.

The following table reflects our consolidated results of operations and includes the non-GAAP financial measures
EBITDA and Adjusted EBITDA. For a reconciliation of net income to EBITDA and Adjusted EBITDA as well as
Adjusted EBITDA and EBITDA to cash flow from operating activities, our most directly comparable financial
performance and liquidity measures calculated in accordance with GAAP, please read  Non-GAAP Financial
Measures .

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
(In millions) (In millions)
Sales $ 428.1 $ 444.7 $1,200.9 $1,272.4
Cost of sales 390.2 393.1 1,047.5 1,111.1
Gross profit 37.9 51.6 153.4 161.3
Operating costs and expenses:
Selling, general and administrative 4.2 4.8 16.1 14.9
Transportation 13.2 16.0 40.8 44.5
Taxes other than income taxes 1.0 1.0 2.7 2.8
Other 23 0.3 2.6 0.6

Table of Contents 43



Edgar Filing: TreeHouse Foods, Inc. - Form DEF 14A

Operating income 17.2 29.5 91.2 98.5
Other income (expense):
Interest expense (1.3) (1.7) 3.5 (7.8)
Interest income 0.3 14 1.8 1.6
Debt extinguishment costs 0.3) 0.3) 3.0)
Realized loss on derivative instruments 3.9 (9.8) 9.7) (25.6)
Unrealized gain (loss) on derivative instruments 2.4) 16.8 3.9 0.1
Other 0.1
Total other income (expense) (7.6) 6.7 (15.7) (34.9)
Net income before income taxes 9.6 36.2 75.5 63.6
Income taxes 0.1 0.1 04 0.1
Net income 9.5 $ 36.1 $ 751 63.5
EBITDA 14.7 $ 40.7 $ 900 82.8
Adjusted EBITDA 20.3 $ 257 $ 963 81.2
21
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Non-GAAP Financial Measures
We include in this Quarterly Report on Form 10-Q the non-GAAP financial measures EBITDA and Adjusted
EBITDA, and provide reconciliations of net income to EBITDA and Adjusted EBITDA and Adjusted EBITDA and
EBITDA to net cash provided by operating activities, our most directly comparable financial performance and
liquidity measures calculated and presented in accordance with GAAP.
EBITDA and Adjusted EBITDA are used as supplemental financial measures by our management and by external
users of our financial statements such as investors, commercial banks, research analysts and others, to assess:
the financial performance of our assets without regard to financing methods, capital structure or historical cost
basis;

the ability of our assets to generate cash sufficient to pay interest costs, support our indebtedness, and meet
minimum quarterly distributions;

our operating performance and return on capital as compared to those of other companies in our industry,
without regard to financing or capital structure; and

the viability of acquisitions and capital expenditure projects and the overall rates of return on alternative
investment opportunities.

We define EBITDA as net income plus interest expense (including debt issuance and extinguishment costs), taxes
and depreciation and amortization. We define Adjusted EBITDA to be Consolidated EBITDA as defined in our credit
facilities. Consistent with that definition, Adjusted EBITDA means, for any period: (1) net income plus (2)(a) interest
expense; (b) taxes; (c) depreciation and amortization; (d) unrealized losses from mark to market accounting for
hedging activities; (e) unrealized items decreasing net income (including the non-cash impact of restructuring,
decommissioning and asset impairments in the periods presented); and (f) other non-recurring expenses reducing net
income which do not represent a cash item for such period; minus (3)(a) tax credits; (b) unrealized items increasing
net income (including the non-cash impact of restructuring, decommissioning and asset impairments in the periods
presented); (c) unrealized gains from mark to market accounting for hedging activities; and (d) other non-recurring
expenses and unrealized items that reduced net income for a prior period, but represent a cash item in the current
period. We are required to report Adjusted EBITDA to our lenders under our credit facilities and it is used to
determine our compliance with the consolidated leverage test thereunder. We are required to maintain a consolidated
leverage ratio of consolidated debt to Adjusted EBITDA, after giving effect to any proposed distributions, of no
greater than 3.75 to 1 in order to make distributions to our unitholders. If an event of default exists under our credit
agreements, the lenders will be able to accelerate the maturity of the credit facilities and exercise other rights and
remedies. Please refer to  Liquidity and Capital Resources Debt and Credit Facilities ~ within this item for additional
details regarding debt covenants.

EBITDA and Adjusted EBITDA should not be considered alternatives to net income, operating income, net cash
provided by operating activities or any other measure of financial performance presented in accordance with GAAP.
Our EBITDA and Adjusted EBITDA may not be comparable to similarly titled measures of another company because
all companies may not calculate EBITDA and Adjusted EBITDA in the same manner. The following table presents a
reconciliation of both net income to EBITDA and Adjusted EBITDA and Adjusted EBITDA and EBITDA to net cash
provided by operating activities, our most directly comparable GAAP financial performance and liquidity measures,
for each of the periods indicated.
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Three Months Ended
September 30,
2007 2006
(In millions)
Reconciliation of Net Income to EBITDA and Adjusted

EBITDA:

Net income $ 95 $ 36.1
Add:

Interest expense and debt extinguishment costs 1.7 1.7
Depreciation and amortization 34 2.8
Income tax expense 0.1 0.1
EBITDA $ 147 $ 407
Add:

Unrealized (gain) loss from mark to market accounting for

hedging activities $ 34 $ (18.3)
Prepaid non-recurring expenses and accrued non-recurring

expenses, net of cash outlays 2.2 3.3
Adjusted EBITDA $ 203 $ 257

Reconciliation of Adjusted EBITDA and EBITDA to net cash provided by
operating activities:

Adjusted EBITDA

Add:

Unrealized gain (loss) from mark to market accounting for hedging activities

Prepaid non-recurring expenses and accrued non-recurring expenses, net of cash outlays

EBITDA

Add:

Interest expense and debt extinguishment costs, net
Income tax expense

Provision for doubtful accounts
Debt extinguishment costs
Changes in assets and liabilities:
Accounts receivable

Inventory

Other current assets

Derivative activity

Accounts payable

Other current liabilities
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Nine Months Ended
September 30,
2007 2006
(In millions)

$ 751 $ 635
3.8 10.8
10.7 8.4
0.4 0.1

$ 90.0 $ 828

$ 5.0 $ (0.7)

1.3 (0.9)

$ 96.3 $ 81.2

Nine Months Ended
September 30,

2007 2006
(In millions)

$ 96.3 $ 81.2
$ (5.0 $ 07
(1.3) 0.9

$ 90.0 $ 82.8
(3.5) (10.8)
(0.4) 0.1)
0.1

0.3 3.0
(18.2) (6.6)
9.6 10.0
1.8 11.5
5.0 0.2
45.0 36.7
(1.2) 0.9
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Other, including changes in noncurrent assets and liabilities (2.6) 54

Net cash provided by operating activities $125.8 $133.1
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Three Months Ended September 30, 2007 Compared to Three Months Ended September 30, 2006

Sales. Sales decreased $16.7 million, or 3.7%, to $428.1 million in the three months ended September 30, 2007
from $444.7 million in the three months ended September 30, 2006. Sales for each of our principal product categories
in these periods were as follows:

Three Months Ended September 30,

%o
2007 2006 Change
(Dollars in millions)
Sales by segment:
Specialty products:
Lubricating oils $ 116.7 $ 135.5 (13.9%)
Solvents 49.5 55.4 (10.6%)
Waxes 20.3 16.4 23.4%
Fuels (1) 12.1 7.8 56.3%
Asphalt and by-products (2) 21.0 37.3 (43.6%)
Total specialty products $ 219.6 $ 252.4 (13.0%)
Total specialty products volume (in barrels) 2,097,000 2,427,000 (13.6%)
Fuel products:
Gasoline $ 80.1 $ 88.6 (9.6%)
Diesel 53.9 51.9 3.8%
Jet fuel 64.3 48.9 31.4%
By-products (3) 10.2 2.9 247.1%
Total fuel products $ 208.5 $ 192.3 8.4%
Total fuel products sales volumes (in barrels) 2,421,000 2,280,000 6.2%
Total sales $ 428.1 $ 4447 (3.7%)
Total sales volumes (in barrels) 4,518,000 4,707,000 (4.0%)

(1) Represents fuels
produced in
connection with
the production
of specialty
products at the
Princeton and
Cotton Valley
refineries.

(2) Represents
asphalt and
other
by-products
produced in
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connection with
the production
of specialty
products at the
Princeton,
Cotton Valley
and Shreveport
refineries.

(3) Represents
by-products
produced in
connection with
the production
of fuels at the
Shreveport
refinery.

This $16.7 million decrease in sales resulted from a $32.7 million decrease in sales by our specialty products
segment offset by a $16.1 million increase in sales by our fuel products segment.

Specialty products segment sales for the three months ended September 30, 2007 decreased $32.7 million, or
13.0%, primarily due to a 13.6% decrease in volumes sold, from approximately 2.4 million barrels in the third quarter
of 2006 to 2.1 million barrels in the third quarter of 2007. This decrease was primarily driven by decreased sales
volume of 0.3 million barrels of lubricating oils and asphalt and by-products due to lower overall production related to
operational decisions to reduce production volumes due to less favorable incremental refining margins driven by the
rising cost of crude. Specialty segment sales were positively affected by a slight increase in the sales price per barrel
of specialty products as compared to a 7.8% increase in the average cost of crude.

Fuel products segment sales for the three months ended September 30, 2007 increased $16.1 million, or 8.4%,
primarily due to a 6.0% increase in the average selling price per barrel as compared to a 8.0% increase in the average
cost of crude primarily driven by increases in gasoline sales prices due to market conditions, as well as smaller
increases in diesel and by-products sales prices. Fuel products sales were also positively affected by a 6.2% increase in
volume sold, from approximately 2.3 million barrels in the third quarter of 2006 to 2.4 million barrels in the third
quarter of 2007. These increases in sales due to pricing and volume were partially offset by the recognition of
$8.4 million of increased derivative losses on our fuel products cash flow hedges recorded in sales for the three
months ended September 30, 2007 as compared to the same period in 2006.

Gross Profit. Gross profit decreased $13.7 million, or 26.5%, to $37.9 million for the three months ended
September 30, 2007 from $51.6 million for the three months ended September 30, 2006. Gross profit for our specialty
and fuel products segments were as follows:
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Three Months Ended September 30,
2007 2006 % Change
(Dollars in millions)
Gross profit by segment:

Specialty products $21.7 $39.3 (44.8%)
Percentage of sales 9.9% 15.5%

Fuel products $16.2 $12.3 31.4%
Percentage of sales 7.8% 6.4%

Total gross profit $37.9 $51.6 (26.5%)
Percentage of sales 8.9% 11.6%

This $13.7 million decrease in total gross profit includes a decrease in gross profit of $17.6 million in our specialty
product segment offset by an increase in gross profit of $3.9 million in our fuel products segment.

The decrease in our specialty products segment gross profit was primarily due to a 13.6% decrease in sales volume,
from approximately 2.4 million barrels in the third quarter of 2006 to 2.1 million barrels in the third quarter of 2007.
Specialty products segment gross profit was also negatively affected by our specialty products sales prices increasing
by only 0.7% as compared to an increase in the average cost of crude oil of 7.8%. These decreases in gross profit were
offset by a $2.0 million decrease in derivative losses recognized on our cash flow hedges of crude oil and natural gas
purchases from the three months ended September 30, 2007 as compared to the same period in 2006. Specialty
products segment gross profit was also positively affected by a gain from the liquidation of a portion of its LIFO
inventory.

The increase in our fuel products segment gross profit was primarily driven by a 6.2% increase in volumes sold,
from approximately 2.3 million barrels in the third quarter of 2006 to 2.4 million barrels in the third quarter of 2007.
This increase was offset by the average selling price of fuel products increasing by 6.0% as compared to an increase in
the average cost of crude oil of 8.0%. Fuel products segment gross profit was also negatively affected by a
$2.0 million increase in derivative losses recognized on our cash flow hedges of fuel products sales and crude oil
purchases for the three months ended September 30, 2007 as compared to the three months ended September 30,
2006. Fuel products segment gross profit was also positively affected by a gain from the liquidation of a portion of its
LIFO inventory, which is valued at lower prices.

Transportation. Transportation expenses decreased $2.8 million, or 17.4%, to $13.2 million in the three months
ended September 30, 2007 from $16.0 million in the three months ended September 30, 2006. This decrease in
transportation expense is primarily due to a 13.6% decrease in sales volume for the specialty products segment. The
majority of our transportation expenses are reimbursed by our customers and are reflected in sales in the condensed
consolidated statements of operations.

Other Expenses. Other expenses increased $1.9 million to $2.2 million in the three months ended September 30,
2007 from $0.3 million in the three months ended September 30, 2006. This increase was primarily due to certain
environmental expenses incurred as a result of the Company s Shreveport refinery expansion project.

Interest expense. Interest expense decreased $0.4 million, or 21.1%, to $1.3 million in the three months ended
September 30, 2007 from $1.7 million in the three months ended September 30, 2006. This decrease was primarily
due to increased capitalized interest due to capital expenditures related to the Shreveport refinery expansion project,
offset by certain fees incurred as a result of amendments to our credit agreements with no similar fees during the same
period in 2006.

Interest income. Interest income decreased $1.1 million to $0.3 million in the three months ended September 30,
2007 from $1.4 million in the three months ended September 30, 2006. This decrease was primarily due to a larger
average investment balance during the third quarter of 2006 as compared to the same period in 2007 due to the
utilization of cash for the Shreveport refinery expansion project.

Realized loss on derivative instruments. Realized loss on derivative instruments decreased $5.9 million to
$3.9 million in the three months ended June 30, 2007 from $9.8 million for the three months ended September 30,
2006. This decreased loss was primarily was the result of the unfavorable settlement of certain contracts not
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designated as cash flow hedges in 2006. In 2007, the majority of our derivatives are designated as cash flow hedges
and are recorded to gross profit.

Unrealized gain (loss) on derivative instruments. Unrealized gain on derivative instruments decreased
$19.2 million to a $2.4 million loss in the three months ended September 30, 2007 from a $16.8 million gain for the
three months ended September 30, 2006. The decrease is primarily due to a favorable market change related to
derivative instruments not classified as cash flow hedges in the third quarter of 2006, the significantly lower volume
of contracts which do not qualify for hedge accounting in 2007 and the dedesignation of our interest rate swap from
hedge accounting in the third
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quarter of 2007.

Nine Months Ended September 30, 2007 Compared to Nine Months Ended September 30, 2006
Sales. Sales decreased $71.4 million, or 5.6%, to $1,200.9 million in the nine months ended September 30, 2007

from $1,272.4 million in the nine months ended September 30, 2006. Sales for each of our principal product

categories in these periods were as follows:

Sales by segment:

Specialty products:
Lubricating oils

Solvents

Waxes

Fuels (1)

Asphalt and by-products (2)

Total specialty products

Total specialty products volume (in barrels)
Fuel products:

Gasoline

Diesel

Jet fuel

By-products (3)

Total fuel products

Total fuel products sales volumes (in barrels)
Total sales

Total sales volumes (in barrels)

(1) Represents fuels
produced in
connection with
the production
of specialty
products at the
Princeton and
Cotton Valley
refineries.

(2) Represents
asphalt and
other
by-products
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Nine Months Ended September 30,

2007

$ 358.0
150.9
45.9
38.2
55.6

$ 648.6
6,416,000

$ 2104
154.0

157.0

30.9

$ 552.3

6,534,000
$  1,200.9

12,950,000

2006

(Dollars in millions)

$ 404.5
159.8
48.2
33.8
81.1

$ 7274
7,281,000

$ 238.2
164.9

135.0

6.9

$ 545.0

6,733,000
$ 1,2724

14,014,000

%
Change

(11.5%)
(5.6%)
(4.7%)
12.8%

(31.4%)

(10.8%)
(11.9%)
(11.7%)
(6.6%)
16.3%
346.3%
1.3%

(3.0%)
(5.6%)

(7.6%)
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produced in
connection with
the production
of specialty
products at the
Princeton,
Cotton Valley
and Shreveport
refineries.

(3) Represents
by-products
produced in
connection with
the production
of fuels at the
Shreveport
refinery.

This $71.4 million decrease in sales is due to a $78.7 million decrease in sales by our specialty products segment
offset by a $7.3 million increase in our fuel products segment.

Specialty products segment sales for the nine months ended September 30, 2007 decreased $78.7 million, or
10.8%, primarily due to a 11.9% decrease in volumes sold, from approximately 7.3 million barrels in the nine months
ended September 30, 2006 to 6.4 million barrels in the nine months ended September 30, 2007. This decrease was
primarily due to lower combined sales volume of 0.8 million barrels for lubricating oils and asphalt and by-products
due to reduced overall production levels in the third quarter of 2007 as well as scheduled turnaround activities at our
Shreveport and Princeton refineries during the first quarter of 2007. The decrease due to sales volume was partially
offset by a 1.2% increase in the average selling price per barrel as compared to a 1.9% decrease in the overall cost of
crude per barrel. This increase was primarily due to sales price increases for lubricating oils, offset by price sales price
decreases for asphalt and by-products due to market conditions.

Fuel products segment sales for the nine months ended September 30, 2007 increased $7.3 million, or 1.3%,
primarily due to a 3.0% increase in the average selling price per barrel as compared to a 1.5% decrease in the overall
cost of crude oil. The increase in the sales price per barrel was primarily a result of higher commodity prices for
gasoline and by-products due to market conditions. This increase was offset by a 3.0% decrease in sales volume, from
approximately 6.7 million barrels in the nine months ended September 30, 2006 to 6.5 million barrels in the nine
months ended September 30, 2007, due primarily to unscheduled downtime at our Shreveport refinery during the
second quarter of 2007 as well as scheduled turnaround activities at the same refinery in the first
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quarter of 2007. Fuel products segment sales were also negatively affected by a $7.6 million decrease in derivative
losses on our fuel products cash flow hedges recorded in sales.

Gross Profit. Gross profit decreased $7.9 million, or 4.9%, to $153.4 million for the nine months ended
September 30, 2007 from $161.3 million for the nine months ended September 30, 2006. Gross profit for our specialty
and fuel products segments were as follows:

Nine Months Ended September 30,
2007 2006 % Change
(Dollars in millions)
Gross profit by segment:

Specialty products $103.1 $117.5 (12.3%)
Percentage of sales 15.9% 16.2%

Fuel products $ 50.3 $ 43.8 14.9%
Percentage of sales 9.1% 8.0%

Total gross profit $153.4 $161.3 (4.9%)
Percentage of sales 12.8% 12.7%

This $7.9 million decrease in total gross profit includes an decrease in gross profit of $14.4 million in our specialty
product segment offset by an increase of $6.6 million in our fuels product segment.

The decrease in our specialty products segment gross profit was primarily due to a 11.9% decrease in volumes
sold, from approximately 7.3 million barrels in the nine months ended September 30, 2006 to 6.4 million barrels in the
nine months ended September 30, 2007. This decrease was primarily due to lower combined sales volume of
0.8 million barrels for lubricating oils and asphalt and by-products due to reduced overall production levels in 2007 as
well as scheduled turnaround activities at our Shreveport and Princeton refineries during the first quarter of 2007.
Specialty products segment gross profit was also negatively affected by a 1.2% increase in the average selling price
per barrel as compared to a 1.9% decrease in the overall cost of crude per barrel primarily due to increased pricing for
lubricating oils, offset by a $0.2 million decrease in derivative losses recognized on our cash flow hedges of crude oil
and natural gas purchases.

The increase in our fuel products segment gross profit was primarily driven by a 3.0% increase in the average
selling price of fuel products as compared to a decrease in the average cost of crude of 1.5%, primarily driven by
increased sales prices for gasoline. The increase due to sales prices was offset by a 3.0% decrease in sales volumes,
from approximately 6.7 million barrels in the nine months ended September 30, 2006 to 6.5 million barrels in the nine
months ended September 30, 2007, due to unscheduled downtime at our Shreveport refinery during the second quarter
of 2007 as well as scheduled turnaround activities at the same refinery in the first quarter of 2007. Fuel products
segment gross profit was also negatively affected by a $14.4 million increase in derivative losses recognized on our
cash flow hedges of fuel products sales and crude oil purchases for the nine months ended September 30, 2007 as
compared to the nine months ended September 30, 2006. Fuel products gross profit was also positively affected by a
$1.9 million gain from the liquidation of a portion of its LIFO inventory, which is valued at lower prices.

Selling, general and administrative. Selling, general and administrative expenses increased $1.2 million, or 7.9%,
to $16.1 million in the nine months ended September 30, 2007 from $14.9 million in the nine months ended
September 30, 2006. This increase was primarily due to additional employee compensation costs due to increased
headcount and additional general and administrative costs associated with compliance with Section 404 of the
Sarbanes-Oxley Act of 2002.

Transportation. Transportation expenses decreased $3.7 million, or 8.2%, to $40.8 million in the nine months
ended September 30, 2007 from $44.5 million in the nine months ended September 30, 2006. This decrease in
transportation expense is primarily due to an 11.9% decrease in sales volume for the specialty products segment. The
majority of our transportation expenses are reimbursed by our customers and are reflected in sales in the condensed
consolidated statements of operations.

Other Expenses. Other expenses increased $2.0 million to $2.6 million in the nine months ended September 30,
2007 from $0.6 million in the nine months ended September 30, 2006. This increase was primarily due to certain

Table of Contents 54



Edgar Filing: TreeHouse Foods, Inc. - Form DEF 14A

environmental expenses incurred in conjunction with the Company s Shreveport refinery expansion project.

Interest expense. Interest expense decreased $4.4 million, or 55.7%, to $3.5 million in the nine months ended
September 30, 2007 from $7.8 million in the nine months ended September 30, 2006. This decrease was primarily due
to the repayment of debt with the
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proceeds of the follow-on equity offering, which closed on July 5, 2006, as well as repayments of the outstanding
balance on the revolving credit facility during 2006.

Debt extinguishment costs. Debt extinguishment costs decreased $2.6 million to $0.3 million in the nine months
ended September 30, 2007 from $3.0 million in the nine months ended September 30, 2006. This decrease was due to
the repayment of a portion of borrowings under Calumet s term loan facility in 2006 using the proceeds of the initial
public offering, which closed on January 31, 2006. The expenses recorded in 2007 represent costs associated with
repayment of approximately $19.0 million of borrowings under the Company s term loan facility in the third quarter of
2007.

Realized loss on derivative instruments. Realized loss on derivative instruments decreased $16.0 million to
$9.7 million in the nine months ended September 30, 2007 from $25.6 million in the nine months ended
September 30, 2006. The decreased loss was due primarily to the unfavorable settlement in the second and third
quarter of 2006 of certain derivatives not designated as cash flow hedges, with no similar derivative settlements
during the same period in 2007.

Unrealized loss on derivative instruments. Unrealized loss on derivative instruments increased $3.8 million, to
$3.9 million in the nine months ended September 30, 2007 from $0.1 million for the nine months ended September 30,
2006. This increase was primarily due to the market change of our interest rate swap, which was dedesignated from
hedge accounting during the third quarter of 2007. As a result, the unfavorable market change of this derivative was
recorded to unrealized loss on derivative instruments in the condensed consolidated statement of operations for the
nine months ended September 30, 2007.

Liquidity and Capital Resources

Our principal sources of cash have included cash flow from operations, proceeds from public offerings, issuance of
private debt and bank borrowings. Principal historical uses of cash have included capital expenditures, growth in
working capital, distributions and debt service. We expect that our principal uses of cash in the future will be for
working capital, distributions to our limited partners and general partner, debt service, expenditures related to internal
growth projects and acquisitions from third parties or affiliates. Future internal growth projects or acquisitions may
require expenditures in excess of our then current cash flow from operations and cause us to issue debt or equity
securities in public or private offerings or incur additional borrowings under bank credit facilities to meet those costs.
We frequently enter into confidentiality agreements, letters of intent and other preliminary agreements with third
parties in the ordinary course of business as we evaluate potential growth opportunities for our business. Our
compliance with these agreements could result in additional costs, such as engineering fees, legal fees, consulting
fees, and/or termination fees that we do not anticipate to be material to our liquidity or operations.

The Penreco acquisition will require capital resources of $240 million plus a working capital adjustment to be
determined at closing. We currently estimate that the total cash consideration to be paid will be approximately
$267 million; however, due to changing crude prices, among other factors, the amount could be higher or lower than
this estimate. We intend to utilize a combination of debt and equity to ultimately finance the purchase of Penreco.
We have a commitment from our current senior secured first lien term loan s administrative agent, Bank of America,
N.A., for a new $425 million senior secured first lien term loan facility that will include a $375 million term loan and
a $50 million prefunded letter of credit facility to support crack spread hedging. In addition, we plan to amend our
senior secured revolving credit facility to a total facility size of approximately $325 million after the closing of the
Penreco acquisition to further enhance our liquidity. In the near term, we expect to amend our senior secured
revolving credit facility, prior to closing the Penreco acquisition, to increase our availability under the revolving credit
facility up to $260 million through January 15, 2008, or until either the closing on the new senior secured first lien
term loan facility or the issuance of equity, whichever occurs first. This amendment is expected to provide increased
liquidity as we prepare for the completion of the Shreveport expansion during the fourth quarter and its ramp up in
production in the first quarter of 2008.

We have entered into a non-binding letter of intent for the purchase of three specialty hydrocarbon products
processing and distribution facilities in Europe and a specialty products processing facility in the United States for a
total purchase price of approximately $250 million, subject to customary purchase price adjustments. The majority of
the activities conducted at the facilities employ similar technologies to those used at our existing facilities.
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Any such purchase is subject to substantial due diligence, the negotiation of a definitive purchase and sale
agreement and ancillary agreements, including, but not limited to supply, transition services and licensing agreements,
and the receipt of various board of directors, governmental and other approvals. Therefore, there is significant
uncertainty whether we will execute a purchase agreement and consummate the acquisition. Nor can we provide any
assurance as to the timing of any signing or closing.

Cash Flows

We believe that we have sufficient liquid assets, cash flow from operations and borrowing capacity to meet our
financial commitments, debt service obligations, contingencies and anticipated capital expenditures. However, we are
subject to business and operational risks that could materially adversely affect our cash flows. A material decrease in
our cash flow from operations would likely produce a corollary materially adverse effect on our borrowing capacity.
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The following table summarizes our primary sources and uses of cash in the periods presented:

Nine Months Ended
September 30,
2007 2006
(In millions)
Net cash provided by operating activities $ 125.8 $133.1
Net cash used in investing activities (165.4) (39.8)
Net cash used in financing activities $ 41.3) $ (5.2

Operating Activities. Operating activities provided $125.8 million in cash during the nine months ended
September 30, 2007 compared to $133.1 million during the nine months ended September 30, 2006. The cash
provided by operating activities during the nine months ended September 30, 2007 primarily consisted of net income
after adjusting for non-cash items of $89.2 million and a $36.6 million of cash provided by a decrease in working
capital. Net income after adjustments for non-cash items increased to $89.2 million in 2007 from $77.4 million in
2006 primarily as a result of an increase in net income of $11.6 million. The decrease due to changes in working
capital was primarily due to a $43.8 million increase in current liabilities due primarily to increases in accounts
payable as a result of improvements in payment terms with crude suppliers combined with the rising crude costs. This
increase was offset by a $6.8 million increase in current assets primarily due to higher accounts receivable and a
$4.8 million increase in derivative activity due to unfavorable market changes in our derivative instruments.

Investing Activities. Cash used in investing activities increased to $165.4 million during the nine months ended
September 30, 2007 compared to a use of $39.8 million during the nine months ended September 30, 2006. This
increase was primarily due to the $126.3 million of additions to property, plant and equipment related to the
Shreveport refinery expansion project during the nine months ended September 30, 2007 as compared to $32.5 million
incurred for this expansion project during the same period in 2006, with the remaining capital expenditures being
incurred on other capital improvement projects at our refineries.

Financing Activities. Financing activities used cash of $41.3 million for the nine months ended September 30, 2007
compared to using $5.2 million for the nine months ended September 30, 2006. This use is primarily due to increased
distributions to partners, from $28.4 million combined in 2006 to $57.2 million during 2007 and a total of
$19.3 million in repayments of term loan debt.

On October 8, 2007, the Company declared a quarterly cash distribution of $0.63 per unit on all outstanding units,
or $19.9 million, for the three months ended September 30, 2007. The distribution will be paid on November 14, 2007
to unitholders of record as of the close of business on November 2, 2007. This quarterly distribution of $0.63 per unit
equates to $2.52 per unit on an annualized basis.

Capital Expenditures

Our capital expenditure requirements consist of capital improvement expenditures, replacement capital
expenditures and environmental capital expenditures. Capital improvement expenditures include expenditures to
acquire assets to grow our business and to expand existing facilities, such as projects that increase operating capacity.
Replacement capital expenditures replace worn out or obsolete equipment or parts. Environmental capital
expenditures include asset additions to meet or exceed environmental and operating regulations. We previously
expensed all costs associated with major maintenance and repairs (facility turnarounds) through the accrue-in-advance
method over the period between turnarounds. The accounting method used for facility turnarounds changed effective
January 1, 2007 as discussed below in ~ Recent Accounting Pronouncements.

The following table sets forth our capital improvement expenditures, replacement capital expenditures and
environmental capital expenditures in each of the periods shown.

Nine Months Ended
September 30,
2007 2006
(in millions)
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Capital improvement expenditures $ 156.0
Replacement capital expenditures $ 85
Environmental capital expenditures $ 1.0
Total $165.5

&L L L

$

35.9
29
1.1

39.9

We anticipate that future capital improvement requirements will be provided through long-term borrowings, other
debt financings, equity offerings and/or cash on hand. Until the Shreveport expansion project is complete, our ability
to raise additional capital through the sale of common units is limited to 3,233,000 units pursuant to our Partnership

Agreement.
29
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Capital improvement expenditures for the nine months ended September 30, 2007 of $156.0 million were primarily
related to the expansion project at our Shreveport refinery to increase its throughput capacity and its production of
specialty products. The remaining capital improvements expenditures related to various capital expenditures related to
process improvements. The expansion project involves several of the refinery s operating units and is estimated to
result in a crude oil throughput capacity increase of approximately 15,000 bpd, bringing total crude oil throughput
capacity of the Shreveport refinery to approximately 57,000 bpd. Management expects that the expansion will be
substantially completed in the fourth quarter of 2007 with production ramping up during the first quarter of 2008.

As part of the Shreveport refinery expansion project, we plan to increase the Shreveport refinery s capacity to
process an additional 8,000 bpd of sour crude oil, bringing total capacity to process sour crude oil to 13,000 bpd. Of
the anticipated 57,000 bpd throughput rate upon completion of the expansion project, we expect the refinery to have
the capacity to process approximately 42,000 bpd of sweet crude oil and 13,000 bpd of sour crude oil, with the
remainder coming from interplant feedstocks.

During the second quarter of 2006, we began purchasing equipment for the Shreveport expansion project and have
incurred a total of approximately $192.0 million on capital expenditures for the expansion as of September 30, 2007,
with $126.3 million of capital expenditures incurred in the nine months ended September 30, 2007. In July 2006, we
completed a follow-on public offering of 3.3 million common units raising $103.5 million to fund a significant portion
of this project. Management estimates that Calumet will incur approximately an additional $28.0 million of capital
expenditures in the fourth quarter of 2007 and early 2008 on the expansion project. We estimate the total cost of the
Shreveport refinery expansion project will be approximately $220.0 million, an increase of $20.0 million from our
previous estimate. This increase is primarily due to the continued escalation of material costs and labor costs, which
has been an ongoing trend in the industry. Cash on hand from the follow-on offering, cash flow from operations and
borrowings under the secured revolving credit facility are expected to fund these expenditures.

In order to accommodate our estimates of the increased cost of the Shreveport refinery expansion project and other
planned capital expenditures, we amended certain provisions of our revolving and term loan credit facilities related to
permitted capital expenditures during the third quarter of 2007.

The approval granted by the LDEQ for the Company s application for a modified air quality permit was challenged
by an individual on her own behalf and on behalf of a neighborhood group and was subsequently voluntarily
dismissed on July 11, 2007.

Debt and Credit Facilities

On December 9, 2005, we repaid all of our existing indebtedness under our prior credit facilities and entered into

new credit agreements with syndicates of financial institutions for credit facilities that consist of:
a $225.0 million senior secured revolving credit facility; and

a $225.0 million senior secured first lien credit facility consisting of a $175.0 million term loan facility and a
$50.0 million letter of credit facility to support crack spread hedging.

The revolving credit facility borrowings are limited by advance rates of percentages of eligible accounts receivable
and inventory (the borrowing base) as defined by the revolving credit agreement. At September 30, 2007, we had
borrowings of $30.2 million under our term loan and 34.0 under our revolving credit facility. Our standby letters of
credit outstanding as of September 30, 2007 were $66.3 million under the revolving credit facility and $50.0 million
under the $50.0 million letter of credit facility to support crack spread hedging.

The secured revolving credit facility currently bears interest at prime or LIBOR plus 100 basis points (which basis
point margin may fluctuate), has a first priority lien on our cash, accounts receivable and inventory and a second
priority lien on our fixed assets and matures in December 2010. In August 2007, the Company repaid approximately
$19.0 million of borrowings under its term loan facility using borrowings on its revolving credit facility in conjunction
with an amendment to its term loan facility debt covenants. On September 30, 2007, we had availability on our
revolving credit facility of $116.2 million, based upon its $216.6 million borrowing base, $66.3 million in outstanding
standby letters of credit, and borrowings of $34.0 million.

The term loan facility bears interest at a rate of LIBOR plus 350 basis points and the letter of credit facility to
support crack spread hedging bears interest at a rate of 3.5%. Each facility has a first priority lien on our fixed assets
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and a second priority lien on our cash, accounts receivable and inventory and matures in December 2012. Under the
terms of our term loan facility, we applied a portion of the net proceeds we received from our initial public offering
and the underwriters over-allotment option as a repayment of the term loan facility, and are required to make
mandatory repayments of approximately $0.1 million at the end of each fiscal quarter, beginning with the fiscal
quarter ended March 31, 2006 and ending with the fiscal quarter ending December 31, 2011. At the end of each fiscal
quarter in 2012 we are required to make mandatory repayments of approximately $11.8 million per quarter, with the

remainder of the principal due at maturity. On
30
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April 24, 2006, the Company entered into an interest rate swap agreement with a counterparty to fix the LIBOR
component of the interest rate on a portion of outstanding borrowings under its term loan facility. The notional amount
of the interest rate swap agreement is 85% of the outstanding term loan balance over its remaining term, with LIBOR
fixed at 5.44%.

Our letter of credit facility to support crack spread hedging is secured by a first priority lien on our fixed assets. We
have issued a letter of credit in the amount of $50.0 million, the full amount available under this letter of credit
facility, to one counterparty. As long as this first priority lien is in effect and such counterparty remains the
beneficiary of the $50.0 million letter of credit, we will have no obligation to post additional cash, letters of credit or
other collateral with such counterparty to provide additional credit support for a mutually-agreed maximum volume of
executed crack spread hedges. In the event such counterparty s exposure exceeds $100.0 million, we would be required
to post additional credit support to enter into additional crack spread hedges up to the aforementioned maximum
volume. In addition, we have other crack spread hedges in place with other approved counterparties under the letter of
credit facility whose credit exposure to us is also secured by a first priority lien on our fixed assets.

The credit facilities permit us to make distributions to our unitholders as long as we are not in default or would not
be in default following the distribution. Under the credit facilities, we are obligated to comply with certain financial
covenants requiring us to maintain a Consolidated Leverage Ratio of no more than 3.75 to 1 (as of the end of each
fiscal quarter and after giving effect to a proposed distribution or other restricted payments as defined in the credit
agreement) and available liquidity of at least $30.0 million (after giving effect to a proposed distribution or other
restricted payments as defined in the credit agreements). The Consolidated Leverage Ratio is defined under our credit
agreements to mean the ratio of our Consolidated Debt (as defined in the credit agreements) as of the last day of any
fiscal quarter to our Adjusted EBITDA (as defined below) for the last four fiscal quarter periods ending on such date.
Available Liquidity is a measure used under our credit agreements to mean the sum of the cash and borrowing
capacity under our revolving credit facility that we have as of a given date. Adjusted EBITDA means Consolidated
EBITDA as defined in our credit facilities to mean, for any period: (1) net income plus (2)(a) interest expense;

(b) taxes; (c) depreciation and amortization; (d) unrealized losses from mark to market accounting for hedging
activities; (e) unrealized items decreasing net income (including the non-cash impact of restructuring,
decommissioning and asset impairments in the periods presented); and (f) other non-recurring expenses reducing net
income which do not represent a cash item for such period; minus (3)(a) tax credits; (b) unrealized items increasing
net income (including the non-cash impact of restructuring, decommissioning and asset impairments in the periods
presented); (c) unrealized gains from mark to market accounting for hedging activities; and (d) other non-recurring
expenses and unrealized items that reduced net income for a prior period, but represent a cash item in the current
period.

In addition, at any time that our borrowing capacity under our revolving credit facility falls below $25.0 million,
we must maintain a Fixed Charge Coverage Ratio of at least 1 to 1 (as of the end of each fiscal quarter). The Fixed
Charge Coverage Ratio is defined under our credit agreements to mean the ratio of (a) Adjusted EBITDA minus
Consolidated Capital Expenditures minus Consolidated Cash Taxes, to (b) Fixed Charges (as each such term is
defined in our credit agreements). We anticipate that we will continue to be in compliance with the financial
covenants contained in our credit facilities and will, therefore, be able to make distributions to our unitholders.

In addition, our credit agreements contain various covenants that limit, among other things, our ability to: incur
indebtedness; grant liens; make certain acquisitions and investments; make capital expenditures above specified
amounts; redeem or prepay other debt or make other restricted payments such as distributions to unitholders; enter
into transactions with affiliates; enter into a merger, consolidation or sale of assets; and cease our refining margin
hedging program (our lenders have required us to obtain and maintain derivative contracts for fuel products margins in
our fuel products segment for a rolling two-year period for at least 40%, and no more than 80%, of our anticipated
fuels production). Please read  Capital Expenditures and Liquidity and Capital Resources above for the amendments to
our credit agreements obtained in order to accommodate the increased capital expenditures we expect in connection
with the completion of the Shreveport refinery expansion and other planned capital expenditures and an amendment to
our senior secured revolving credit facility we expect to execute in the fourth quarter of 2007.
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If an event of default exists under our credit agreements, the lenders will be able to accelerate the maturity of the
credit facilities and exercise other rights and remedies. An event of default is defined as nonpayment of principal
interest, fees or other amounts; failure of any representation or warranty to be true and correct when made or
confirmed; failure to perform or observe covenants in the credit agreement or other loan documents, subject to certain
grace periods; payment defaults in respect of other indebtedness; cross-defaults in other indebtedness if the effect of
such default is to cause the acceleration of such indebtedness under any material agreement if such default could have
a material adverse effect on us; bankruptcy or insolvency events; monetary judgment defaults; asserted invalidity of
the loan documentation; and a change of control in us. As of September 30, 2007, we believe we are in compliance
with all debt covenants and have adequate liquidity to conduct our business.
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Equity Offerings

On January 31, 2006, we completed the initial public offering of our common units and sold 5,699,900 of those
units to the underwriters of the initial public offering at a price to the public of $21.50 per common unit. We also sold
a total of 750,100 common units to certain other investors at a price of $19.995 per common unit. In addition, on
February 8, 2006, we sold an additional 854,985 common units to the underwriters at a price to the public of $21.50
per common unit pursuant to the underwriters over-allotment option. We received total net proceeds of approximately
$144.4 million. The net proceeds were used to: (i) repay indebtedness and accrued interest under the first lien term
loan facility in the amount of approximately $125.7 million, (ii) repay indebtedness under the secured revolving credit
facility in the amount of approximately $13.1 million and (iii) pay transaction fees and expenses in the amount of
approximately $5.6 million.

On July 5, 2006, we completed a follow-on public offering of common units in which we sold 3,300,000 common
units to the underwriters of this offering at a price to the public of $32.94 per common unit and received net proceeds
of $103.5 million. The net proceeds were used to: (i) repay all of our borrowings under our revolving credit facility,
which were approximately $9.2 million as of June 30, 2006 and (ii) fund a portion of the costs of the expansion
project at our Shreveport refinery. The general partner contributed an additional $2.2 million to us to retain its 2%
general partner interest.

Recent Accounting Pronouncements

In July 2006, the Financial Accounting Standards Board (FASB) issued FASB Interpretation No. 48, Accounting
for Uncertainty in Income Taxes (the Interpretation ), an interpretation of FASB Statement No. 109. The Interpretation
clarifies the accounting for uncertainty in income taxes by prescribing a recognition threshold and measurement
methodology for the financial statement recognition and measurement of a tax position to be taken or expected to be
taken in a tax return. The Interpretation is effective for fiscal years beginning after December 15, 2006. The Company
adopted the Interpretation on January 1, 2007. The adoption had no material effect on its financial position, results of
operations or cash flow. Interest and penalties related to income taxes, if any, would be recorded in income tax
expense on the unaudited condensed consolidated statements of operations. The Company had no unrecognized tax
benefits as of September 30, 2007 and December 31, 2006. The Company s income taxes generally remain subject to
examination by major tax jurisdictions for a period of three years.

In September 2006, the FASB issued FASB Staff Position No. AUG AIR-1, Accounting for Planned Major
Maintenance Activities (the Position ), which amends certain provisions in the AICPA Industry Audit Guides, Audits of
Airlines, and APB Opinion No. 28, Interim Financial Reporting. The Position prohibits the use of the
accrue-in-advance method of accounting for planned major maintenance activities (turnaround costs) and requires the
use of the direct expensing method, built-in overhaul method, or deferral method. The Position is effective for fiscal
years beginning after December 15, 2006.

The Company adopted the Position on January 1, 2007 and began using the deferral method to account for
turnaround costs. Under this method, actual costs of an overhaul are capitalized as incurred and amortized to cost of
sales until the next overhaul date. Prior to the adoption of this standard, the Company accrued for such overhaul costs
in advance and recorded the charge to cost of sales. As a result of the adoption of the Position, the Company has
restated prior periods to account for turnaround costs as capitalized costs, recorded in other noncurrent assets on the
consolidated balance sheets, in lieu of accrued turnaround costs.

In September 2006, the FASB issued FASB Statement No. 157, Fair Value Measurements (the Statement ). The
Statement applies to assets and liabilities required or permitted to be measured at fair value under other accounting
pronouncements. The Statement defines fair value, establishes a framework for measuring fair value, and expands
disclosure requirements about fair value, but does not provide guidance whether assets and liabilities are required or
permitted to be measured at fair value. The Statement is effective for fiscal years beginning after November 15, 2007.
The Company does not anticipate that this Statement will have a material effect on its financial position, results of
operations, or cash flow.

In June 2006, the FASB issued Emerging Issues Task Force ( EITF ) No. 06-3, How Taxes Collected from
Customers and Remitted to Governmental Authorities Should be Presented in the Income Statement (That is, Gross
versus Net Presentation). The scope of EITF No. 06-3 includes any tax assessed by a governmental authority that is
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imposed concurrent with or subsequent to a revenue-producing transaction between a seller and a customer. For taxes
within the scope of this EITF that are significant in amount, the consensus requires the following disclosures: (i) the
accounting policy elected for these taxes and (ii) the amount of the taxes reflected gross in the income statement on an
interim and annual basis for all periods presented. The disclosure of those taxes can be provided on an aggregate basis.
This EITF is effective for the first interim reporting period beginning after December 15, 2006. The Company adopted
the EITF on January 1, 2007. The Company
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presents excise taxes related to its fuel product sales on a net basis and has no other taxes subject to the scope of this
EITF.

In April 2007, the FASB issued FASB Staff Position No. FIN 39-1, Amendment of FASB Interpretation No. 39 (the

Position ), which amends certain aspects of FASB Interpretation Number 39, Offsetting of Amounts Related to Certain

Contracts. The Position permits companies to offset fair value amounts recognized for the right to reclaim cash
collateral or the obligation to return cash collateral against fair value amounts recognized for derivative instruments
executed with the same counterparty under a master netting arrangement. The Position is effective for fiscal years
beginning after November 15, 2007. The Company does not anticipate that the Position will have a material effect on
its financial position, results of operations, or cash flow.
Item 3. Quantitative and Qualitative Disclosures About Market Risk
Interest Rate Risk

Our profitability and cash flows are affected by changes in interest rates, specifically LIBOR and prime rates. The
primary purpose of our interest rate risk management activities is to hedge our exposure to changes in interest rates.

We are exposed to market risk from fluctuations in interest rates. As September 30, 2007, we had approximately
$64.2 million of variable rate debt. Holding other variables constant (such as debt levels) a one hundred basis point
change in interest rates on our variable rate debt as of September 30, 2007 would be expected to have an impact on net
income and cash flows for 2007 of approximately $0.6 million.
Commodity Price Risk

Both our profitability and our cash flows are affected by volatility in prevailing crude oil, gasoline, diesel, jet fuel,
and natural gas prices. The primary purpose of our commodity risk management activities is to hedge our exposure to
price risks associated with the cost of crude oil and natural gas and sales prices of our fuel products.
Crude Oil Price Volatility

We are exposed to significant fluctuations in the price of crude oil, our principal raw material. Given the historical
volatility of crude oil prices, this exposure can significantly impact product costs and gross profit. Holding all other
variables constant, and excluding the impact of our current hedges, we expect a $1.00 change in the per barrel price of
crude oil would change our specialty product segment cost of sales by $8.7 million and our fuel product segment cost
of sales by $10.0 million on an annual basis based on our results for the three months ended September 30, 2007.
Crude Oil Hedging Policy

We typically do not set prices for our specialty products in advance of our crude oil purchases; thus, we can take
into account the cost of crude oil in setting our specialty products prices. We further manage our exposure to
fluctuations in crude oil prices in our specialty products segment through the use of derivative instruments. Our policy
is generally to enter into crude oil derivative contracts for three to nine months forward and for approximately 8,000
bpd of our anticipated crude oil purchases related to our specialty products production and for up to five years and no
more than 75% of our crude oil purchases related to fuel products production on average for each fiscal year.
Natural Gas Price Volatility

Natural gas purchases comprise a significant component of our cost of sales. As a result, changes in the price of
natural gas can significantly affect our profitability and our cash flows. Holding all other cost and revenue variables
constant, and excluding the impact of our current hedges, we expect a $0.50 change per MMBtu (one million British
Thermal Units) in the price of natural gas would change our cost of sales by $3.0 million on an annual basis based on
our results for the three months ended September 30, 2007.
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Natural Gas Hedging Policy

In order to manage our exposure to natural gas prices, we enter into derivative contracts. Our policy is generally to
enter into natural gas swap contracts during the summer months for approximately 75% or more of our upcoming fall
and winter months anticipated natural gas requirements.

Fuel Products Selling Price Volatility

We are exposed to significant fluctuations in the prices of gasoline, diesel, and jet fuel. Given the historical
volatility of gasoline, diesel, and jet fuel prices, this exposure can significantly impact sales and gross profit. Holding
all other variables constant, and excluding the impact of our current hedges, we expect that a $1.00 change in the per
barrel selling price of gasoline, diesel, and jet fuel would change our forecasted fuel products segment sales by $10.0
million on an annual basis based on our results for the three months ended September 30, 2007.

Fuel Products Hedging Policy

In order to manage our exposure to changes in gasoline, diesel, and jet fuel selling prices, we enter into fuels
product swap contracts. Our policy is to enter into derivative contracts to hedge our fuel products sales for a period no
greater than five years forward and for no more than 75% of anticipated fuels sales on average for each fiscal year,
which is consistent with our crude purchase hedging policy for our fuel products segment discussed above. We
believe this policy lessens the volatility of our cash flows. In addition, in connection with our credit facilities, our
lenders require us to obtain and maintain derivative contracts to hedge our fuels product margins for a rolling two-year
period for at least 40%, and no more than 80%, of our anticipated fuels production. Until March 31, 2006, the
historical impact of fair value fluctuations in our derivative instruments has been reflected in the realized/unrealized
gain (loss) on derivative instruments line items in our condensed consolidated statements of operations. Effective
April 1, 2006, we restructured and designated certain derivative contracts for our fuel products segment as cash flow
hedges under SFAS 133 of gasoline, diesel, and jet fuel sales, and the effective portion of these hedges is recorded in
accumulated other comprehensive income (loss) until the underlying transaction hedged is recognized in the
condensed consolidated statements of operations.

The unrealized gain or loss on derivatives at a given point in time is not necessarily indicative of the results
realized when such contracts mature. The decrease in the fair market value of our outstanding derivative instruments
from a net asset of $37.8 million as of December 31, 2006 to a net liability of $41.5 million as of September 30, 2007
was primarily due to increases during 2007 in the forward market values of fuel products margins, or cracks spreads,
relative to our hedged fuel products margins. Please read Derivatives in Note 5 to our unaudited condensed
consolidated financial statements for a discussion of the accounting treatment for the various types of derivative
transactions, and a further discussion of our hedging policies.

Existing Commodity Derivative Instruments
The following tables provide information about our derivative instruments as of September 30, 2007:

Crude Oil Swap Contracts by Expiration Dates Barrels BPD ($/Bbl)
Fourth Quarter 2007 1,742,000 18,935 65.51
Calendar Year 2008 8,692,000 23,749 67.20
Calendar Year 2009 8,212,500 22,500 66.26
Calendar Year 2010 7,482,500 20,500 67.27
Calendar Year 2011 2,096,500 5,744 67.70
Totals 28,225,500

Average price $ 66.88
Diesel Swap Contracts by Expiration Dates Barrels BPD ($/Bbl)
Fourth Quarter 2007 1,102,000 11,978 81.36
Calendar Year 2008 5,307,000 14,500 82.11
Calendar Year 2009 4,745,000 13,000 80.51
Calendar Year 2010 4,745,000 13,000 80.41
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Calendar Year 2011 1,641,000 4,496 79.93

Totals 17,540,000

Average price $ 80.97
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Gasoline Swap Contracts by Expiration Dates Barrels BPD ($/Bbl)
Fourth Quarter 2007 640,000 6,957 72.67
Calendar Year 2008 3,385,000 9,249 75.87
Calendar Year 2009 3,467,500 9,500 73.83
Calendar Year 2010 2,737,500 7,500 75.10
Calendar Year 2011 455,500 1,248 74.98
Totals 10,685,500

Average price $ 74.78

The following table provides a summary of these derivatives and implied crack spreads for the crude oil, diesel and
gasoline swaps disclosed above.

Implied

Crack

Spread
Swap Contracts by Expiration Dates Barrels BPD ($/Bbl)
Fourth Quarter 2007 1,742,000 18,935 12.66
Calendar Year 2008 8,692,000 23,749 12.48
Calendar Year 2009 8,212,500 22,500 11.43
Calendar Year 2010 7,482,500 20,500 11.20
Calendar Year 2011 2,096,500 5,744 11.15
Totals 28,225,500
Average price $ 11.64

The following tables provide information about our derivative instruments related to our specialty products
segment as of September 30, 2007:

AverageAverageAverageAverage

Lower Upper Lower Upper

Put Put Call Call

Crude Oil Put/Call Spread Contracts by Expiration Dates Barrels BPD ($/Bbl) ($/Bbl) ($/Bbl) ($/Bbl)

October 2007 248,000 8,000 $59.06 $69.06 $79.06 $89.06
November 2007 240,000 8,000 $56.86 $66.86 $76.86 $86.86
December 2007 248,000 8,000 $62.85 $72.85 $82.85 $92.85
Totals 736,000

Average price $59.59 $69.59 $79.59 $89.59
Natural Gas Swap Contracts by Expiration Dates MMbtu $/MMbtu
Fourth Quarter 2007 900,000 8.77
First Quarter 2008 850,000 8.76
Third Quarter 2008 60,000 8.30
Fourth Quarter 2008 90,000 8.30
First Quarter 2009 90,000 8.30
Totals 1,990,000

Average price $ 871
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As of November 1, 2007, the Company has added the following derivative instruments to the above transactions
for our specialty products segment:

AverageAverageAverageAverage

Lower Upper Lower Upper

Put Put Call Call

Crude Oil Put/Call Spread Contracts by Expiration Dates Barrels BPD ($/Bbl) ($/Bbl) ($/Bbl) ($/Bbl)

January 2008 248,000 8,000 $67.85 $77.85 $87.85 $97.85
Totals
Average price $67.85 $77.85 $87.85 $97.85

Item 4T. Controls and Procedures

(a) Evaluation of disclosure controls and procedures.

Our principal executive officer and principal financial officer have evaluated, as required by Rule 13a-15(b) under
the Securities Exchange Act of 1934 (the Exchange Act ), our disclosure controls and procedures (as defined in
Rule 13a-15(e) under the Exchange Act) as of the end of the period covered by this Quarterly Report on Form 10-Q.
Based on that evaluation, the principal executive officer and principal financial officer concluded that the design and

operation of our disclosure controls and procedures are effective
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in ensuring that information we are required to disclose in the reports that we file or submit under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange
Commission s rules and forms.

PART II
Item 1. Legal Proceedings

We are not a party to any material litigation. Our operations are subject to a variety of risks and disputes normally
incident to our business. As a result, we may, at any given time, be a defendant in various legal or regulatory
proceedings and litigation arising in the ordinary course of business. Please see Note 6 Commitments and
Contingencies in Part [ Item 1 Financial Statements for a description of our current regulatory matters related to the
environment.

Item 1A. Risk Factors

In addition to the other information included in this Quarterly Report on Form 10-Q and the risk factors reported in
our Annual Report on Form 10-K for the period ended December 31, 2006, you should consider the following risk
factor in evaluating our business and future prospects. If any of the risks contained in this Quarterly Report or our
Annual Report occur, our business, results of operations, financial condition and ability to make cash distributions to
our unitholders could be materially adversely affected.

We have adopted certain valuation methodologies that may result in a shift of income, gain, loss and deduction
between the general partner and the unitholders. The IRS may challenge this treatment, which could adversely
affect the value of the common units.

When we issue additional units or engage in certain other transactions, we determine the fair market value of our
assets and allocate any unrealized gain or loss attributable to our assets to the capital accounts of our unitholders and
our general partner. Our methodology may be viewed as understating the value of our assets. In that case, there may
be a shift of income, gain, loss and deduction between certain unitholders and the general partner, which may be
unfavorable to such unitholders. Moreover, subsequent purchasers of common units may have a greater portion of
their Internal Revenue Code Section 743(b) adjustment allocated to our tangible assets and a lesser portion allocated
to our intangible assets. The IRS may challenge our valuation methods, or our allocation of the Section 743(b)
adjustment attributable to our tangible and intangible assets, and allocations of income, gain, loss and deduction
between the general partner and certain of our unitholders.

A successful IRS challenge to these methods or allocations could adversely affect the amount of taxable income or
loss being allocated to our unitholders. It also could affect the amount of gain from our unitholders sale of common
units and could have a negative impact on the value of the common units or result in audit adjustments to our
unitholders tax returns without the benefit of additional deductions.

The pending Penreco acquisition may not close as anticipated.

The Penreco acquisition is expected to close during the fourth quarter of 2007 and is subject to customary closing
conditions and regulatory approvals. If these conditions and regulatory approvals are not satisfied or waived, the
acquisition will not be consummated. Certain of the conditions remaining to be satisfied include:

the continued accuracy of the representations and warranties contained in the Purchase Agreement;

the performance by each party of its obligations under the Purchase Agreement;

the absence of any temporary restraining order, preliminary injunction, injunction or other order from any
governmental authority to materially delay or otherwise enjoin the transactions contemplated in the Purchase
Agreement; and

the entry into miscellaneous related agreements between ConocoPhillips and the Partnership.
In addition, the Sellers may terminate the transaction if the acquisition has not closed on or before March 31, 2007.
There is no assurance that this acquisition will close on or before that time, or at all, or close without material
adjustment.
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If the Penreco acquisition does not perform as expected, our future financial performance may be negatively
impacted.

Integration of the Penreco business and operations with our existing business and operations will be a complex,
time-consuming and costly process, particularly given that the acquisition will substantially increase our size, expand
our product line beyond products
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we have historically sold and diversify the geographic areas in which we operate. A failure to successfully integrate
the Penreco business and operations with our existing business and operations in a timely manner may have a material
adverse effect on our business, financial condition, results of operations and cash flows. The difficulties of combining
the acquired operations include, among other things:

operating a larger combined organization and adding operations;

difficulties in the assimilation of the assets and operations of the acquired business;
customer or key employee loss from the acquired businesses;

changes in key supply or feedstock agreements related to the acquired business;
the diversion of management s attention from other business concerns;

integrating personnel from diverse business backgrounds and organizational cultures, including unionized
employees previously employed by Penreco;

managing relationships with new customers and suppliers for whom we have not previously provided products
Or services;

integrating internal controls, compliance under the Sarbanes-Oxley Act of 2002 and other regulatory
compliance and corporate governance matters;

maintaining an effective system of internal controls related to the acquired business;
an increase in our indebtedness;

potential environmental or regulatory compliance matters or liabilities including, but not limited to, the matters
associated with the Environmental Protection Agency, Texas Commission on Environmental Quality and the
Commonwealth of Pennsylvania Department of Environmental Protection, and title issues, including certain
liabilities arising from the operation of the acquired business before the acquisition;

coordinating geographically disparate organizations, systems and facilities; and

coordinating with the labor unions associated with the acquired business whose labor agreements are set to
expire in January 2009 related to the Karns City, Pennsylvania facility and March 2010 related to the
Dickinson, Texas facility;

coordinating and consolidating corporate and administrative functions.

Further, unexpected costs and challenges may arise whenever businesses with different operations or management
are combined, and we may experience unanticipated delays in realizing the benefits of an acquisition. Also, it is
possible in certain circumstances for a publicly traded partnership such as ours to be treated as a corporation for
federal income tax purposes. In order to maintain our status as a partnership for U.S. federal income tax purposes,

90 percent or more of our gross income in each tax year must be qualifying income under Section 7704 of the Internal
Revenue Code. Our tax counsel, Vinson & Elkins L.L.P. is unable to opine as to the qualifying nature of the income
generated by the Penreco assets and operations due to limited tax rulings on this topic. As a result, we have requested
a ruling from the Internal Revenue Service (the IRS ) upon which, if granted, we may be able to rely with respect to
such income. If the IRS is unwilling or unable to provide a favorable ruling with respect to the Penreco income, it may
be necessary for us to own portions or all of the Penreco assets and conduct portions or all of the acquired Penreco
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business operations in a taxable corporate subsidiary. This would reduce the anticipated cash available for distribution
from the Penreco assets and operations to us and, in turn, to our unitholders.

Our acquisition of Penreco could expose us to potential significant liabilities.

In connection with the anticipated Penreco acquisition, we will purchase all of the partnership interests of Penreco
rather than just its assets. As a result, we will purchase the liabilities of Penreco except for certain liabilities as
outlined in the Purchase Agreement, including unknown and contingent liabilities. We have performed due diligence
in connection with the Penreco acquisition and have attempted to verify the representations of the Sellers and of
Penreco management, but there may be pending, threatened, contemplated or contingent claims against Penreco
related to environmental, title, regulatory, litigation or other matters of which we are unaware. Although the former
owners of Penreco agreed to indemnify us on a limited basis against some of these liabilities, a significant portion of
these indemnification obligations will expire two years after the date the acquisition is completed without any claims
having been asserted by us. Accordingly, there is a risk that we could ultimately be liable for unknown obligations of
Penreco, which could materially adversely affect our operations and financial condition.

We expect to derive a significant portion of our revenues related to the Penreco assets from a limited number of
customers, and the loss of any portion of these customers could result in a significant loss of revenues and cash
flow.

We expect to derive a significant portion of our revenues and cash flow in connection with the Penreco assets from
a limited number of customers. We expect that their top ten customers in terms of revenue will account for less than
7% of our combined
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revenues for the nine months ended September 30, 2007. The loss of a top ten customer could have a material adverse
effect on our business, results of operations and financial condition and our ability to make cash distributions.

Financing the Penreco Acquisition will substantially increase our leverage and will involve restrictions on our
business.

We received a senior secured financing commitment from Bank of America to finance the proposed Penreco
acquisition and to refinance existing debt, which commitment is subject to customary closing conditions. Upon
receiving the funds under the senior secured financing commitment, our increased indebtedness may reduce our
flexibility to respond to changing business and economic conditions or to fund capital expenditure or working capital
needs because we will require additional funds to service our indebtedness. In addition, if the Penreco acquisition is
completed and we borrow under the new facility, the credit agreement will contain operating and financial restrictions
and will require that we satisfy certain financial tests, which we believe will generally be at least as restrictive, and
possibly more restrictive, than those under our existing credit facility. The failure to comply with any of these
covenants would cause a default under the credit facility. A default, if not waived, could result in acceleration of our
debt, in which case the debt would become immediately due and payable. If this occurs, we may not be able to repay
our debt or borrow sufficient funds to refinance it. Even if new financing were available, it may be on terms that are
less attractive to us than our then existing credit facility or it may not be on terms that are acceptable to us.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

None.

Item 3. Defaults Upon Senior Securities
None.
Item 4. Submission of Matters to a Vote of Security Holders
None.
Item 5. Other Information
None.
Item 6. Exhibits
The following documents are filed as exhibits to this Form 10-Q:

Exhibit
Number Description
2.1 Agreement with Respect to the Sale of Partnership Interests in Penreco, a Texas General
Partnership, dated October 19, 2007, by and among ConocoPhillips Company and M.E.
Zuckerman Specialty Oil Corporation, as Sellers, and Calumet Specialty Products Partners,
L.P., as Purchaser (incorporated by reference to Exhibit 2.1 to the Current Report on
Form 8-K) filed with the Commission on October 22, 2007 (File No 000-51734).

10.1 Fourth Amendment , dated and effective August 30, 2007, to Revolving Credit Facility dated
as of December 9, 2005, by and among Calumet Lubricants Co., Limited Partnership, et al as
Borrowers, Bank of America, N.A, as Agent and Lender, and other Lenders party thereto
(incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K) filed with the
Commission on September 5, 2007 (File No 000-51734).

10.2 Third Amendment, dated and effective August 30, 2007, to the Secured First Lien Credit
Facility, dated as of December 9, 2005, by and among, Calumet Lubricants Co, Limited
Partnership, as Borrower, Bank of America, N.A., as Administrative Agent and Lender, and
other Lenders party thereto (incorporated by reference to Exhibit 10.2 to the Current Report on
Form 8-K) filed with the Commission on September 5, 2007 (File No 000-51734).

31.1 Sarbanes-Oxley Section 302 certification of F. William Grube.
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Sarbanes-Oxley Section 302 certification of R. Patrick Murray, II.

Section 1350 certification of F. William Grube and R. Patrick Murray, II.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

CALUMET SPECIALTY PRODUCTS PARTNERS, L.P.

By: CALUMET GP, LLC,
its general partner

By: /s/ R. Patrick Murray, 11
R. Patrick Murray, II, Vice President, Chief
Financial
Officer and Secretary of Calumet GP, LLC,
general partner of Calumet Specialty Products
Partners, L.P.

(Authorized Person and Principal Accounting
Officer)

Date: November 8, 2007
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Index to Exhibits

Description
Agreement with Respect to the Sale of Partnership Interests in Penreco, a Texas General
Partnership, dated October 19, 2007, by and among ConocoPhillips Company and M.E.
Zuckerman Specialty Oil Corporation, as Sellers, and Calumet Specialty Products Partners,
L.P., as Purchaser (incorporated by reference to Exhibit 2.1 to the Current Report on
Form 8-K) filed with the Commission on October 22, 2007 (File No 000-51734).

Fourth Amendment , dated and effective August 30, 2007, to Revolving Credit Facility dated
as of December 9, 2005, by and among Calumet Lubricants Co., Limited Partnership, et al as
Borrowers, Bank of America, N.A, as Agent and Lender, and other Lenders party thereto
(incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K) filed with the
Commission on September 5, 2007 (File No 000-51734).

Third Amendment, dated and effective August 30, 2007, to the Secured First Lien Credit
Facility, dated as of December 9, 2005, by and among, Calumet Lubricants Co, Limited
Partnership, as Borrower, Bank of America, N.A., as Administrative Agent and Lender, and
other Lenders party thereto (incorporated by reference to Exhibit 10.2 to the Current Report on
Form 8-K) filed with the Commission on September 5, 2007 (File No 000-51734).
Sarbanes-Oxley Section 302 certification of F. William Grube.

Sarbanes-Oxley Section 302 certification of R. Patrick Murray, II.

Section 1350 certification of F. William Grube and R. Patrick Murray, II.
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