
TreeHouse Foods, Inc. Reports First Quarter
2021 Results
Delivered Strong Q1 Profitability Despite Challenging Macro Conditions

Improved Capital Structure through Redemption of 2024 Notes and Credit Facility
Refinancing

HIGHLIGHTS

- Revenue of $1.06 billion, gross profit margin of 17.1% and adjusted gross profit margin
of 18.1%.

- Earnings per diluted share from continuing operations was $0.01 compared to a loss of
$(0.58) for the same period in 2020.

- Adjusted earnings per diluted share from continuing operations was $0.36 compared to
$0.37 for the same period in 2020.

- TreeHouse reaffirmed its full year 2021 guidance ranges of $2.80 - $3.20 for adjusted
earnings per diluted share from continuing operations and $4.40 to $4.60 billion of
reported net sales.
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OAK BROOK, Ill., May 6, 2021 /PRNewswire/ -- TreeHouse Foods, Inc. (NYSE: THS) today

reported first quarter GAAP earnings per diluted share from continuing operations

of $0.01 compared to a loss of $(0.58) for the first quarter of 2020. Adjusted earnings per diluted

share from continuing operations  was $0.36 in the first quarter of 2021 compared to $0.37 in the

first quarter of 2020.

"I'm proud of the underlying strength in our business that is reflected in our first quarter results, as

revenue across most of our growth categories continued to outpace the rest of private label, while

delivering strong profitability," said Steve Oakland, Chief Executive Officer and President. "Our

results demonstrate ongoing progress on our strategic journey to build a company with long-term

sustainable growth. We remain focused on improving our operational and commercial platforms,

optimizing our portfolio and investing in people and talent to create value for our customers as their

preferred manufacturing and distribution partner."
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"We posted a strong start to the year, even as we lapped the unprecedented pantry stocking event

last spring related to the pandemic," said Bill Kelley, EVP and Chief Financial Officer. "Importantly,

we delivered adjusted gross profit margin  of 18.1% and adjusted EPS of $0.36 in the face of

increased inflationary pressures and weather-related disruption. In addition to delivering strong

profitability, we improved our capital structure with the full redemption of our 6.000% notes due in

2024 and the refinancing of our credit facility. The enhanced strength of our balance sheet and our

strong free cash flow will enable us to continue to execute a balanced capital allocation approach -

focusing on investing to drive organic growth and returning capital to shareholders."

1 Adjusted earnings per diluted share from continuing operations, adjusted gross profit margin, and organic net sales are Non-GAAP financial
measures. See "Comparison of Adjusted Information to GAAP Information" for the definitions of the Non-GAAP measures, information
concerning certain items affecting comparability, and reconciliations of the GAAP to Non-GAAP measures.

OUTLOOK

TreeHouse reaffirmed its full year 2021 guidance ranges for adjusted earnings per diluted share

from continuing operations of $2.80 to $3.20 and reported net sales between $4.40to $4.60 billion.

"The enhancements we have made to strengthen our business and improve our operating

performance, combined with our commitment to excellent service and focus on our customers are

critical as we navigate today's inflationary environment and continued pandemic-related

uncertainty," Mr. Oakland continued. "As we make investments in our capabilities and adapt our

supply chain to build greater depth in our growth categories, we are confident we will further

capitalize on our leading portfolio of private label foods and beverages to drive greater value for all

of our stakeholders."

TreeHouse continues to expect inflation to accelerate across several agricultural commodities,

particularly edible oils, and higher transportation costs. Coupled with the higher cost inventory

produced in the first quarter as a result of ingredient cost inflation and weather disruption, the

Company expects temporary pressure on margins and earnings for the second quarter due to the

timing lag of when pricing initiatives are realized. TreeHouse has initiated additional pricing actions

to mitigate the impact of inflation and expects the benefit of these actions will be reflected in the

results of the second half of 2021.
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TreeHouse is providing the following guidance ranges on a continuing operations basis for the

second quarter:

Adjusted earnings per diluted share from continuing operations of $0.20 to $0.30

Reported net sales between $1.02 and $1.07 billion

Interest expense between $18 and $19 million

Adjusted effective tax rate between 25% and 27%

The Company is not able to reconcile prospective adjusted earnings per diluted share from

continuing operations and adjusted effective tax rate (Non-GAAP) to the most comparable GAAP

financial measure without unreasonable effort due to the inherent uncertainty and difficulty of

predicting the occurrence, financial impact, and timing of certain items impacting GAAP results.

These items include, but are not limited to, mark-to-market adjustments of derivative contracts,

foreign currency exchange on the re-measurement of intercompany notes, the impact of the

COVID-19 pandemic, or other non-recurring events or transactions that may significantly affect

reported GAAP results.

FIRST QUARTER 2021 FINANCIAL RESULTS

Net sales for the first quarter of 2021 totaled $1,057.3 million compared to $1,084.9 millionfor the

same period last year, a decrease of 2.5%. The change in net sales from 2020 to 2021 was due to

the following:

  Three Months
  (unaudited)

   
Volume/mix excluding acquisitions and divestitures  (4.7) %
Pricing  (0.3)  

Total change in organic net sales  (5.0) %
Volume/mix related to divestitures  (1.7)  
Acquisition  3.8  
Foreign currency  0.4  

Total change in net sales  (2.5) %

Organic net sales decreased 5.0% in the first quarter of 2021 compared to 2020 driven by:
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Volume/mix excluding acquisitions and divestitures was unfavorable 4.7% year-over-year

primarily due to decreased retail demand as a result of lapping consumer pantry stocking

in March 2020 from the uncertainty of the COVID-19 pandemic. This was partially offset by

distribution gains which outpaced distribution losses.

Pricing was slightly unfavorable driven by the carryover impact of prior year pricing

adjustments.

Additionally, lower volume/mix related to the divestiture of the two In-Store Bakery facilities was

unfavorable 1.7%. This was more than offset by the favorable impact of the inclusion of the

business from the pasta acquisition of 3.8% and favorable foreign exchange of 0.4% resulting in a

year-over-year decrease in reported net sales of 2.5%.

Gross profit as a percentage of net sales was 17.1% in the first quarter of 2021, compared to

18.0% in the first quarter of 2020, a decrease of 0.9 percentage points. The decrease is primarily

due to lower volume from reduced COVID-19 pandemic demand, commodity inflation, and

incremental costs incurred in response to the COVID-19 pandemic, including increased production

shifts, supplemental pay, protective equipment for employees, and additional sanitation measures.

This was partially offset by increased volume from the inclusion of the business from the pasta

acquisition and favorable channel mix.

Total operating expenses as a percentage of net sales were 16.0% in the first quarter of 2021

compared to 15.2% in the first quarter of 2020, an increase of 0.8 percentage points. The increase

is primarily attributable to integration costs associated with the recent pasta acquisition, higher

freight costs due to reduced market capacity and an increase in spot market usage, and

professional services fees related to shareholder activism. This was partially offset by lower

employee incentive compensation expense.

Total other expense decreased by $92.4 million to $10.8 million in the first quarter of 2021

compared to $103.2 million in the first quarter of 2020. The decrease was primarily related to

favorable non-cash mark-to-market impacts from hedging activities, driven by interest rate swaps

and commodity contracts, and favorable currency exchange rate impacts between the U.S.

and Canada compared to unfavorable mark-to-market and currency exchange impacts in the prior

year. This was partially offset by a loss on extinguishment of debt.



Income taxes were recognized at an effective rate of (100.0)% in the first quarter of 2021

compared to 55.1% recognized in the first quarter of 2020. The change in the Company's effective

tax rate is primarily the result of benefits recognized in 2020 due to the enactment of the CARES

Act, a change in the amount of valuation allowance recorded against certain deferred tax assets,

and an increase in the amount of tax deductible stock based compensation in 2021.

Net income from continuing operations for the first quarter of 2021 was $0.4 million, compared to

a $32.8 million net loss for the same period of the previous year. Adjusted EBITDA from continuing

operations was $106.2 million in the first quarter of 2021, a 0.4% decrease compared to the first

quarter of 2020. The decrease in adjusted EBITDA was primarily due to decreased retail demand

as a result of lapping consumer pantry stocking in March 2020 from the uncertainty of the COVID-

19 pandemic and higher freight costs due to reduced market capacity and an increase in spot

market usage. This was mostly offset by increased volume from the inclusion of the business from

the pasta acquisition, favorable channel mix, mark-to-market gains on investments, and lower

employee incentive compensation expense.

Net income from discontinued operations decreased $0.5 million in the first quarter of 2021

compared to the first quarter of 2020. The decrease is primarily related to lower Ready-to-eat

Cereal volume due to decreased retail demand as a result of lapping consumer pantry stocking

in March 2020 from the uncertainty of the COVID-19 pandemic.

Cash used in operating activities of continuing operations was $5.5 million in the first three months

of 2021 compared to cash provided by operating activities of $68.5 millionin the first three months

of 2020, a decrease of $74.0 million. The decrease was primarily attributable to lower cash

earnings, slower inventory turnover as a result of lapping consumer pantry stocking in March

2020 from the uncertainty of the COVID-19 pandemic, and increased inventory levels to improve

service. This was partially offset by higher usage of the receivables sales program.

The Company's three months 2021 and 2020 results included certain items noted below that, in

management's judgment, affect the comparability of earnings period-over-period.



RECONCILIATION OF DILUTED EARNINGS (LOSS) PER SHARE FROM CONTINUING OPERATIONS TO 
ADJUSTED DILUTED EARNINGS PER SHARE FROM CONTINUING OPERATIONS

 

  
Three Months Ended

March 31,
  2021  2020
  (unaudited)

Diluted earnings (loss) per share from continuing operations (GAAP)  $ 0.01   $ (0.58)  
Growth, reinvestment, restructuring programs & other  0.35   0.36  
Loss on extinguishment of debt  0.25   —  
COVID-19  0.16   (0.09)  
Acquisition, integration, divestiture, and related costs  0.09   —  
Shareholder activism  0.04   —  
Tax indemnification  —   0.01  
Foreign currency (gain) loss on re-measurement of intercompany notes  (0.03)   0.26  
Mark-to-market adjustments  (0.38)   1.13  
Taxes on adjusting items  (0.13)   (0.72)  
Adjusted diluted EPS from continuing operations (Non-GAAP)  $ 0.36   $ 0.37  

FIRST QUARTER 2021 SEGMENT RESULTS

Three Months Ended March 31,
Meal Preparation Snacking & Beverages

2021 2020 2021 2020
(unaudited, dollars in millions)

Net sales $ 678.5 $    673.6 $ 378.8 $ 411.3
Direct operating income 80.5 86.3 41.7 48.1
Direct operating income percent 11.9 % 12.8 % 11.0 % 11.7 %

The change in net sales by segment from the first quarter of 2020 to the first quarter of 2021 was due to the following:
 

 Three Months Ended March 31,
 Meal Preparation  Snacking & Beverages
 Dollars  Percent  Dollars  Percent
 (unaudited, dollars in millions)

2020 Net sales $ 673.6     $ 411.3    
Volume/mix excluding acquisitions and divestitures (37.1)   (5.5) %  (13.7)   (3.4) %
Pricing (1.2)   (0.2)   (1.9)   (0.5)  
Volume/mix related to divestitures —   —   (18.5)   (4.4)  
Acquisition 40.9   6.1   —   —  
Foreign currency 2.3   0.3   1.6   0.4  

2021 Net sales $ 678.5   0.7 %  $ 378.8   (7.9) %

        
Volume/mix related to divestitures   —     4.4  
Acquisition   (6.1)     —  
Foreign currency   (0.3)     (0.4)  

Percent change in organic net sales   (5.7) %    (3.9) %

Meal Preparation



Net sales in the Meal Preparation segment increased $4.9 million, or 0.7%, in the first quarter of

2021 compared to the first quarter of 2020. The change in net sales was primarily driven by the

favorable impact of the inclusion of the business from the pasta acquisition and distribution gains

that outpaced distribution losses. This was partially offset by decreased retail demand as a result of

lapping consumer pantry stocking in March 2020 from the uncertainty of the COVID-19 pandemic.

Organic net sales in the Meal Preparation segment decreased by 5.7% year-over-year.

Direct operating income as a percentage of net sales decreased 0.9 percentage points in the first

quarter of 2021 compared to the first quarter of 2020. This decrease was due to lower volume from

reduced COVID-19 pandemic demand, increased operational costs as a result of severe winter

weather in certain regions of the U.S., commodity inflation, and higher freight costs due to reduced

market capacity and an increase in spot market usage. This was partially offset by increased

volume from the inclusion of the business from the pasta acquisition and favorable channel mix.

Snacking & Beverages

Net sales in the Snacking & Beverages segment decreased $32.5 million, or 7.9%, in the first

quarter of 2021 compared to the first quarter of 2020. The change in net sales was due to

decreased retail demand as a result of lapping consumer pantry stocking in March 2020 from the

uncertainty of the COVID-19 pandemic and lower volume/mix due to divestitures. This was partially

offset by distribution gains which outpaced distribution losses and innovation with new items.

Organic net sales in the Snacking & Beverages segment decreased 3.9% year-over-year.

Direct operating income as a percentage of net sales decreased 0.7 percentage points in the first

quarter of 2021 compared to the first quarter of 2020. The decrease was due to lower volume from

reduced COVID-19 pandemic demand and higher freight costs due to reduced market capacity and

an increase in spot market usage.


