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Cautionary Note Regarding Forward-Looking Statements

This Annual Report includes forward-looking statements within the meaning of the Securities Exchange Act of

1934 (the JExchange Act[]). These statements are based on management[]s beliefs and assumptions, and on
information currently available to management. Forward-looking statements include the information concerning
possible or assumed future results of operations of the Company set forth under the heading [[Management[]s
Discussion and Analysis of Financial Condition and Results of Operations.[] Forward-looking statements also
include statements in which words such as [Jexpect,[] [Janticipate,[] (intend,[] [Jplan,[] [Jbelieve,[] Jestimate,[] [Jconsider[] o
expressions are used.

Forward-looking statements are not guarantees of future performance. They involve risks, uncertainties and
assumptions. The Company[]s future results and shareholder values may differ materially from those expressed in
these forward-looking statements. Readers are cautioned not to put undue reliance on any forward-looking
statements.
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PART 1
ITEM 1. BUSINESS

Ascendia Brands, Inc. and its subsidiaries (JAscendia,[] the J[Company,[] Jwe[] or [Jus[]) manufacture, market and distribuf
a portfolio of nationally and internationally recognized branded health and beauty care products. Our brand
portfolio includes Baby Magic®, Binaca®, Mr. Bubble®, Calgon[], the healing gardef, Lander®, Lander
essentials[], Ogilvi®, Tussy®, Tek®, and Dorothy Gray®. These products compete in the Bath Products, Baby
Toiletries, Deodorant/Antiperspirant, Home Permanent Treatment, Mouthwash, Portable Breath Sprays and

Drops, Manual Toothbrush, and Skin Care categories within the personal care products market.

Several of our brands hold either the number one or number two market position in their respective categories,
as shown in the table below:

Ascendia[]s Major Brands Market Position.

Major Brand Category Market Position
Mr. Bubble Children[]s Bath #1
Lander, Lander essentials, Calgon,

the healing garden Bath #1
Ogilvie Home Permanents #1
Binaca Portable Breath Freshening #2

Source: Information Resources, Inc., 1Q 2007.
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We sell our products principally through mass merchandisers, drug stores, supermarkets ([Jmass, drug, food[]) and
dollar store outlets, which is where most consumers buy the types of products we sell. We have more limited
distribution in online, specialty retail and direct-to-consumer outlets. We continue to seek increased access to
retail shelf space and distribution points that provide higher profit margins for Ascendia, while also providing
good value for consumers. We anticipate that, in the long term, distribution in lower profit margin retail outlets
will be scaled down in favor of sales through higher profit margin retail outlets.

We focus internal resources on product development, manufacturing, distribution, marketing and sales. We
utilize these core competencies in conjunction with our experienced management team to increase sales and
profits. We expect to achieve growth through a combination of increased market penetration from new and
existing products in our current brands as well as via strategic acquisitions of synergistic brands.

Corporate Structure

On May 9, 2006 we changed our name from Cenuco, Inc. to Ascendia Brands, Inc. The chart below depicts our
current corporate structure and the discussion that follows summarizes the functions and role of each company in
the group.

Ascendia Brands, Inc. Ascendia Brands, Inc. is a holding company, organized under Delaware law, with its
executive offices in Hamilton, New Jersey. It directly owns the equity of Hermes Acquisition Company I LL.C and
Cenuco, Inc. Its common stock is listed on the American Stock Exchange under the symbol [JASB.[] Prior to
changing its name to [JAscendia Brands, Inc.,[] the company[]s common stock was quoted on the American Stock
Exchange under the symbol (JICU.[]
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Hermes Acquisition Company I LLC. Hermes Acquisition Co. I LLC is a Delaware limited liability company that
acts as the holding company for our health and beauty care division.

Ascendia Brands Co., Inc. Ascendia Brands Co., Inc. is a New Jersey corporation with its executive offices in
Hamilton, New Jersey. As of May 1, 2006, it assumed the manufacturing and distribution operations formerly
conducted through Lander Co., Inc. (see, below). Ascendia Brands Co., Inc operates a manufacturing plant in
Binghamton, New York, which is leased from a related party, Ascendia Real Estate LLC.

Lander Co., Inc.. Lander Co., Inc. is a Delaware corporation with its executive offices in Wilmington, Delaware.
During the period ended February 28, 2006, Lander Co., Inc. was the principal operating company in Ascendia[]s
health and beauty care division. Following the transition of manufacturing and distribution activities to Ascendia
Brands Co., Inc., Lander Co., Inc. has been as an intellectual property holding company for trademarks and other

intellectual property associated with the Lander brands.

Ascendia Brands. (Canada) Ltd. Ascendia Brands (Canada) Ltd, a Canadian limited company, is the Canadian
manufacturing and distribution arm of Ascendia[Js health and beauty care division. It operates a manufacturing
facility in Toronto, Ontario, which it leases from a third party. Prior to June 11, 2007, Ascendia Brands (Canada)
Ltd was known as Lander Co. Canada, Ltd.

Ascendia Real Estate LLC. Ascendia Real Estate LLC, a New York limited liability company, is a real estate
holding company. Its sole asset is the Binghamton plant, which it leases to Ascendia Brands Co., Inc.

Lander Intangibles Corporation. Lander Intangibles Corporation is a Delaware corporation with its executive
offices in Wilmington, Delaware. Lander Intangibles is an intellectual property holding company that was formed
to acquire and hold certain of the intellectual property that the we purchased from Playtex Products Inc. and its
affiliates on November 16, 2005, and from Coty Inc. and its affiliates on February 9, 2007.

Cenuco, Inc. Cenuco, Inc. Wireless is a Florida corporation with executive offices in Boca Raton, Florida. Cenuco,
Inc. formerly developed and marketed wireless data applications, with a focus on live video streaming to cellular
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devices across any carrier or handset platform. As of February 28, 2007, Cenuco, Inc. is being accounted for as a
discontinued operation.

Health and Beauty Care Division
Introduction

We manufacture, market, distribute and sell value and premium value branded health and beauty care products
in the United States and Canada, and in 90 countries throughout the Americas, Africa, Asia and the Middle East.
Our growing range of products includes branded bath, baby, oral, skin and hair care products. Additionally,
through our Canadian facility, we produce a line of private label brands for a limited number of large Canadian
retail chains.

We trace our history to the formation of Lander Co, Inc. in 1920. Lander was the first value brand cosmetics
company in the United States. In the 1930s and 1940s, Lander introduced perfumes such as [JRomantic Days[] (in
1943), and [JSamedi-Soir{] (in 1950). By the 1950(s, it owned over thirty brand names and four subsidiaries,
including Lundborg Perfumers Inc. and MacGregor Men[Js Toiletries Inc. Lander began sales in Canada in 1947. A
family-owned company for over 40 years, Lander was acquired in 1964 by what is now Bristol-Myers Squibb. In
1968, ownership passed to Scott Chemical Co., Inc., and in 1994 to Claneil Enterprises, Inc. In 2003 the Hermes
Group LLC, a Princeton, NJ-based private equity company, purchased Lander from Claneil. In May 2005, Hermes
merged with Cenuco, Inc. and the combined company subsequently changed its name to Ascendia Brands, Inc.

On November 16, 2005, we acquired the Baby Magic, Mr. Bubble, Ogilvie, Binaca, Dorothy Gray, Tussy and Tek

brands from Playtex (the [Jformer Playtex brands[]), and on February 9, 2007, we acquired th@algon and the
healing garden brands from Coty Inc. and certain of its affiliates (the [Jformer Coty brands[]). The acquisition of
these additional brands created commercial, operational and distribution synergies with our existing
manufacturing and distribution infrastructure. The acquired brands are positioned in product categories in which
we already had an established and significant [Jextreme value[] leadership position. Management believes that
combining marketing, sales, manufacturing and distribution of the former Playtex and Coty brands with our

legacy Lander brands enables us to realize manufacturing and distribution efficiencies. More specifically, it has
given us access to retailers with which we had not previously done business (e. g., Target Corporation and Toys [JR[]
Us), enabling us to offer more of our products to each customer.
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The following are our principal brands:

Baby Magic [] In 1950, Mennen Company introduced theBaby Magic trade name to the market. The brand was
later sold to Colgate, which in 1999 sold the United States, Puerto Rican, and Canadian rights to the trade name
to Playtex. Playtex initially viewed Baby Magic as a core brand and provided sustained marketing and advertising
support. Prior to our acquisition of the brand, however, the entry of additional competitors such as Huggies and
Gerber had reduced Baby Magic[]s market share and it was no longer viewed as a [Jcore[] brand. NonetheleBaby
Magic had remained the number two brand in a highly competitive infant toiletries segment with more than 80
percent brand awareness. (Source: Proprietary Market Research, July 2005).

Binaca [] Introduced in 1970, Playtex acquired theBinaca brand in 1998. Binaca has been associated with instantly

fresh breath since its early beginnings. Today, Binaca is enjoying renewed brand growth as a result of renewed
consumer interest in portable breath freshening.

Calgon [J Introduced in 1970Lalgon is the leading specialty bath brand. Known for its famous tag line Take Me
Away!® The brand garners a multi-generational appeal through its bath powders, body washes, mists and lotions
with fragrance offerings appropriate for mothers and daughters. (Source: Proprietary Market Research, April
2007).

Dorothy Gray [] Introduced in 1916Dorothy Gray is an [Jupscale[] line of face cream products specifically designed to
address the needs of dry or mature skin. The brand enjoys limited domestic distribution, with revenues generated
primarily by sales to Korea and other international markets.
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Lander [] Introduced in 1920Lander is a leader of quality value brand health and beauty products that offer

consumers a trusted branded alternative to private label. In 2005 the LANDERx brand was created for a line of
medicated ointments.

Lander essentials [] Launched in 2004 Lander essentials was created to offer consumers on-trend product forms
and fragrances that include products such as 3inl Body Wash, Shampoo and Bubble Bath, Bath & Body Oils,
Moisturizing Body Washes, Sugared Scrubs and other products.

Mr. Bubble [] Introduced in 1961 Mr. Bubble is the market leader in the children[Js bath additives category, with
brand awareness in excess of 97 percent. The product is primarily used by children ages 3-8. Due to its longevity
and category defining position, Mr. Bubble is viewed as an icon of popular culture. (Sources: Information
Resources, Inc., 1Q 2007 and Proprietary Market Research, July 1998).

Ogilvie [] Introduced in 19200gilvie has been the market leader in the at-home hair permanents category for over
40 years. In 1998, when Playtex acquired the brand, Ogilvie had approximately a 50 percent market share. Today,

Ogilvie has more than an 85 percent market share within the reported food, drug and mass outlets. (Sources:
Information Resources, Inc., 1Q 2007 and Proprietary Market Research, April 2006).

Tussy [] Introduced in 1925Tussy is a brand deodorant and deodorant/antiperspirant. The deodorant product is
offered in a cream form, while the deodorant/antiperspirant is available in the more common roll-on and stick
forms. This brand meets a consumer need for an open-price point offering, available in food, drug, mass and
Dollar outlets.

the healing garden [the healing garden was launched in 1997 as the first mass market specialty bath product line.
The brand[Js original positioning as the aromacology expert devoted to enhancing wellness through the power of
nature and science, the healing garden, still resonates strongly with today[]s consumerthe healing garden brand
is currently the number two brand in the specialty bath sector. (Sources: Information Resources, Inc., 1Q 2007
and Proprietary Market Research, April 2007).

Prior to the acquisition of the former Coty brands, we distributed more than 85 million units annually (primarily
liquid fill bath care, baby care and skin care products) in North America and another 14 million units
internationally. Subsequent to the acquisition, we estimate we will distribute an additional 31 million units
annually. This would increase our anticipated annual global sales to more than 130 million units.
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Customers and Distribution Channels

Our senior sales management team, along with our seasoned network of sales brokers, maintain long-standing
relationships with our top fifty customers, which collectively account for approximately eighty-five percent of our
total gross sales. Our sales management group focus primarily on developing our profitable premium brands
within our current base of core customers. They also seek out new customers in our targeted demographic
groups. In fiscal 2008, we will continue to emphasize growth in the higher margin, branded segments of our

business, with new product offerings in our Lander essentials line, Baby Magic, Mr. Bubble, Binaca, and Ogilvie
brands, along with upgraded and new items in the recently acquired Calgon and the healing garden brands.

We enjoy a broad distribution base comprised of a variety of markets and distribution channels internationally.
During the fiscal year ended February 28, 2007, approximately 75 percent of our gross revenues were derived in
the United States, 15 percent were derived in Canada and the remaining 10 percent in roughly 90 other countries
throughout the Americas, Europe, Asia, the Middle East and Africa. In the U.S. and Canada, our products are
widely distributed throughout the food, drug and mass and dollar/specialty channels. The brands are now sold in
over 60,000 retail outlets in the United States and Canada. Our largest customer is Wal-Mart, which accounted
for approximately 42 percent of U.S. revenues and 27 percent of Canadian revenues in the year ended February
28, 2007. Other major customers include Walgreen[]s, K-Mart, Shopper[Js Drug, Dollar General, Dollar Tree and
Centennial, our Mexican distributor. As a result of the acquisition of the former Playtex brands, we gained access
to several additional customers, including Target Corporation, Toys [JR[] Us, Safeway and Kroger.
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Our strategy for acquiring new customers and increasing sales penetration with existing customers is to provide
a full range of products within our product categories of competency, while at the same time providing
consumers with a perceptibly better price/quality/value relationship than do our competitors. We employ a [Jsell
from shelf[] business approach for many of our products. This provides higher than average margins for the
retailer, a better value for the consumer, and improved sales and margins for the Company. In addition, we
employ targeted online campaigns, as well as seasonal print and public relations efforts, to reinforce consumer
awareness of our brands.

Raw Materials

The Company has multiple foreign and domestic sources of supply for substantially all of our raw material
requirements. Our product offerings require the purchase of oil-based derivatives (such as mineral oil,
petrolatum, surfactants and other specialty chemicals), plastic resin products (such as bottles and caps) and
paper products (such as boxes, labels and packaging). The raw materials and various purchased components
required for our products have generally been available in sufficient quantities and we believe we currently have
adequate sources for our anticipated production needs. The Company has experienced moderate inflation in
these raw materials and expects inflation pressures to continue.

Facilities

Our health and beauty care division is headquartered in Hamilton, New Jersey. In addition, we operate two
combined manufacturing/ distribution facilities. These facilities are located in Binghamton, New York (owned)
and Toronto, Ontario (leased). The primary core competencies of both manufacturing facilities are liquid fill and
talc powder filling. Additionally, we utilize four public warehouse facilities, located in Buena Park, CA,
Harrisburg, PA, Scranton, PA and Charlotte, NC. The four distribution facilities act as remote warehouses and
FOB pick-up locations.

Our Binghamton plant is a 163,000 square foot facility with 160 employees split into three eight-hour shifts, five
days a week. The hourly employees are represented by the International Chemical Workers[] Union, Local 293,
with a contract that expires May 1, 2009. To the Company[]s knowledge, labor relations are good. The Binghamton
plant produces health and beauty care products for sale in the United States and internationally under the
Lander brand name. In addition, the plant is currently producing Mr. Bubble, Baby Magic, Dorothy Gray and

Tussy. Products produced in this plant include bubble bath, lotions and creams, and baby products such as
shampoo, baby oil, and baby powder. Additionally, this facility is approved by the United States Food and Drug
Administration and the New York Board of Pharmacy to manufacture over-the-counter (OTC) drugs such as
topical analgesics and vapor rubs.
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Our Ontario plant is a 98,000 square foot facility with 105 employees split into two eight-hour shifts, five days a
week. The hourly employees are represented by the Laundry and Linen Drivers and Industrial Workers, Local
847, with a contract that expires on February 1, 2009. To our knowledge, labor relations are good. This plant
produces private label health and beauty care products for Canada[Js largest retail and drug stores, as well as
Lander brand products sold in the U.S. and Canada. The plant also produces Baby Magic. Products produced in
this plant include lotions and creams, mouthwash, nail polish remover and baby products such as shampoo, baby
oil and baby powder. Our Canadian facility is approved by Health Canada to manufacture OTC drugs, including
antiseptic mouthwash, topical analgesics and vapor rubs.

Both manufacturing facilities have the capacity, with a modest capital investment, to absorb the incremental

production required to meet projected organic sales growth, as well as additional sales from the Calgon and the
healing garden and possible future acquisitions. We believe we can realize operating efficiencies in the areas of
freight and distribution, raw material procurement and labor and overhead absorption, which would make sales
derived from appropriate acquisitions significantly accretive.

We will continue to out-source production of certain products to third-party contract manufacturers.

Wireless Applications Development Division [] Discontinued Operation
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In February 2007, due to the poor sales and negative cash flow, we committed to sell our wireless subsidiary,
which was engaged in a wireless application technology business, primarily related to the transmission of secure
and non-secure video onto cellular platforms via proprietary technologies. Subsequent to year end, we
determined that a sale was no longer likely and decided to discontinue and liquidate the wireless application
development operation. The total loss from discontinued operations related to the wireless subsidiary was $23.3
million and $37.5 for the years ended February 28, 2007 and 2006, respectively. There is no loss from
discontinued operations in the year ended February 28, 2005 as the operations of Cenuco, Inc. are not included
for the period prior to the May 20, 2005 merger. For the year ended February 28, 2007, the loss from
discontinued operations consisted of the write-off of goodwill of $14.6 million, the write-off of the carrying value
of net assets of $5.3 million (primarily software technology) and the net loss from operations of $3.4 million. For
the year ended February 28, 2006, loss from discontinued operations consisted of the write-off of goodwill of
$35.1 million and the net loss from operations of $2.4 million.

The Lander-Cenuco, Inc. Merger

On May 20, 2005, Hermes Holding Company, Inc., a newly formed wholly owned subsidiary of Cenuco, Inc. (the
parent company of Cenuco Wireless, and a public company traded on the American Stock Exchange under the
symbol [JICU[]), merged with Hermes Acquisition Co I LLC. The merger was completed through the issuance of
2,553.7 shares of Cenuco, Inc.[Js Series A Junior Participating Preferred Stock (representing 65 percent of the
aggregate outstanding voting power of Cenuco, Inc.[Js capital stock) in exchange for all the outstanding
membership units of Hermes Acquisition Co I LLC. As a consequence of the merger, Hermes Acquisition Co I,
together with its wholly owned subsidiaries Ascendia Brands (Canada) Ltd (then called Lander Co. Canada Ltd.),
Ascendia Real Estate (then called Hermes Real Estate I LLC) and Lander Co., Inc., became wholly owned
subsidiaries of Cenuco, Inc.

For financial reporting purposes, the merger was treated as a recapitalization of Hermes Acquisition Co I
followed by the reverse acquisition of Cenuco, Inc. by Hermes Acquisition Co I for a purchase price equivalent to
the total market value of Cenuco, Inc. stock outstanding as of the announcement date of the merger agreement,
plus the fair value of the stock options that automatically vested on the date of the merger (approximately $64.4
million in the aggregate). Consistent with the accounting and presentation for reverse acquisitions, the historical
financial statements of the Company prior to the date of the merger reflect the financial position and results of
operations of Hermes Acquisition Co I and its subsidiaries, with the results of operations of Cenuco, Inc. being
consolidated with Hermes Acquisition Co. I commencing on May 20, 2005. Effective with the completion of the
merger, the Company changed its fiscal year end to the last day of February, consistent with Hermes Acquisition
Co[Js fiscal year.
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In accordance with Statement of Financial Accounting Standards (JSFAS[]) No. 14Business Combinations, we
determined the fair value of the assets acquired and liabilities assumed in the reverse acquisition of Cenuco, Inc.
as follows:

(Amounts in thousands)

Cash and cash equivalents $ 6,003
Other current assets 497
Total current assets 6,500
Property, plant, and equipment 111
Goodwill [$ee, discussion below regarding impairment charge in subsequent quarters 49,675
Intangibles - acquired core software technology 8,000
Other assets 592
Total assets acquired 64,878
Total liabilities assumed 474)
Estimated fair value of net assets acquired $ 64,404

Goodwill of $49.7 million related to the acquisition was assigned entirely to the wireless application development
(OWADY[]) operating division. This goodwill is not deductible for income tax purposes.
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During the quarter ended February 28, 2006, in accordance with SFAS No. 142, Goodwill and Other Intangible
Assets, the Company tested the carrying value of goodwill for impairment. This led to a goodwill impairment of
$35.1 million being recorded in the statement of operations. During the quarter ended February 28, 2007, in
accordance with SFAS No. 142, the Company tested the carrying value of goodwill for impairment. This led to a
further goodwill impairment of $14.6 million being recorded.

Acquisition of Assets [] Fiscal 2006

On November 16, 2005, our Lander and Lander Intangibles subsidiaries acquired certain brands and
brand-related assets from Playtex and its affiliates. The acquired brands included Baby Magic, Binaca, Mr.

Bubble, Ogilvie, Tek, Dorothy Gray and Tussy. At the closing, Lander and Lander Intangibles paid a total cash
purchase price of $59.1 million, inclusive of $2.1 million in acquisition costs. The $59.1 million purchase price
was subject to certain post-closing adjustments based upon the amount of product inventory delivered to Lander
at closing. In December 2005, this adjustment resulted in a purchase price reduction of approximately $1.3
million, bringing the total purchase price to $57.8 million, inclusive of acquisition costs. In accordance with SFAS
No. 142, the Company allocated the purchase price to the assets acquired based on relative fair value, as follows:

(Amounts in thousands)

Inventory $ 9,600
Property, plant and equipment 900
Brand names and product formulae 16,924
Customer relationships 30,394
Total Purchase Price $ 57,818

Acquisition of Assets [] Fiscal 2007

On February 9, 2007, our Ascendia Brands Co., Inc. and Lander Intangibles Corp subsidiaries acquired the

Calgon and the healing garden brands and certain brand-related assets from Coty Inc. and certain of its affiliates.
The purchase price of $121.8 million (prior to certain closing adjustments), consisted of $90.1 million in cash, a
$20.0 million subordinated note, $10.0 million in our common stock and $1.7 million in capitalized transaction
costs. The cash portion of the purchase price of $95.0 million was decreased by $4.9 million at closing to reflect
certain liabilities that we assumed. The asset purchase agreement contains [Jearn-out[] provisions under which we
could be required to pay Coty up to an additional $15 million in cash and to issue up to an additional $5 million in
subordinated debt in July 2009, subject to sales of the healing garden products meeting specified revenue
targets. The Company would account for this contingent consideration when it is finally determined by adjusting
the purchase price and subordinated debt. The note is subordinated to our senior indebtedness referred to below,
matures on September 9, 2012 and bears
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interest at the rate of 17.25% per annum (19.75% from and during the continuation of certain defaults under our
senior indebtedness). Unless each of our senior lenders otherwise agrees, interest on the note is required to be
capitalized and paid at maturity.

In accordance with SFAS No. 142, we allocated the total purchase price to the assets (liabilities) acquired based
on relative fair value. The allocation is as follows:

(Amounts in thousands)

Inventory $ 15,771
Brand names and product formulae and backlog 61,701
Customer relationships 49,163
Total assets acquired 126,635
Less liabilities assumed (4,862)
Total net assets acquired $ 121,773
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Number of Employees

As of February 28, 2007 we had 324 employees in the United States and Canada.
ITEM 1A. RISK FACTORS

We are subject to risks relating to our dependence on the retail economy.

Our business depends to a significant degree on the strength of the retail economy in North America. Changes in
economic conditions can affect consumer demand, which is one of the principal drivers of the retail economy. If
the state of the economy worsens, or if consumer demand declines for any other reason, we may suffer declines
in sales volumes, which may have a material adverse effect on our operating results. In order to maintain sales,
we may have to reduce prices, and this could result in lower profitability.

Competitive forces could adversely affect our sales, operating results and profitability.

The business of manufacturing and selling health and beauty care products is highly competitive. Numerous
manufacturers, distributors, marketers and retailers actively compete for consumers[] business, both in the United
States and abroad.

Our principal competitors include Health Tech, Johnson & Johnson, Kimberly Clark, Procter & Gamble, The
Village Company and Unilever. Nearly all of these competitors are larger and have substantially greater
resources than Ascendia. They may therefore be able to spend more on advertising and marketing and respond
more effectively to changing business and economic conditions than we can. This could adversely affect our
competitive position in the industry. In addition, competitors may attempt to gain market share by offering
products at or below the prices typically offered by us. Competitive pricing may require us to reduce prices and
may result in lost sales and/or reductions in our margins.

We compete on the basis of numerous factors, including brand recognition, product quality, performance, price
and product availability at retail stores. Merchandising, packaging and the timing of new product introductions
also have a significant impact on customers[] buying decisions and, as a result, on our sales. These factors in turn
depend on the structure and quality of our marketing team, sales force and broker network. Customers[] response
to our products affect the in-store position, shelf display space and inventory levels in retail outlets. If we are not
able to maintain or improve the inventory levels and/or shelf placement of our products in retail stores, our sales
and operating results will be adversely affected.

Our markets also are highly sensitive to the introduction of new products, which may rapidly capture a significant
share of the market. An increase in product introductions by our competitors could have a material adverse effect
on our sales, operating results and profitability.

-7 -

We depend on a limited number of large customers for a large portion of our sales. The loss of one or
more of these key customers could materially reduce our sales and therefore could have a material
adverse effect on our operating results and profitability.

Our principal customers are large dominant mass and chain drug retailers. These customers have strong
negotiating power with their suppliers, among whom they may seek to foster competition. They may also choose

to import products from foreign suppliers, or to sell [Jprivate label[] or [Jstore brand[] products instead of or in addition
to branded products.

For the year ended February 28, 2007, our top five customers accounted for approximately 50 percent of net
sales. Our largest customer, Wal-Mart, accounted for 36 percent of net sales, and our second largest customer,
Dollar Tree, accounted for 5 percent. We expect that for the year ending February 28, 2008, and in future
periods, our top five customers, including Wal-Mart and Dollar Tree, will, in the aggregate, continue to account
for a significant portion of our sales. The loss of one or more of these key customers, any significant decrease in
sales to them or any significant decrease in retail display space in any of these customers[] stores, could reduce
our sales and therefore could have a material adverse effect on our operating results and profitability.
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In addition, our business is based primarily upon individual sales orders and our customers typically do not
commit to long-term purchase contracts. Our customers could therefore cease buying our products at any time
and for any reason. The fact that we typically do not have long-term contracts means that we generally have no
recourse in the event a customer ceases purchasing our products or reduces the level of purchases. If a number
of our customers representing significant revenues cease purchasing our products, or materially reduce the
volume or value of those purchases, this could have a material adverse effect on our sales, operating results and
profitability.

To compete successfully, we must continually develop new products that appeal to consumers.

Our long-term success depends upon our ability to continually develop and launch new brands and products that
appeal to consumers. We face intense competition from larger and more established manufacturers and
distributors that have more resources to dedicate to innovation and advertising.With national brands assuming a
more prominent place in our product portfolio, we are increasing our focus on innovation and marketing.
However, there is no assurance that this investment will be successful in maintaining our competitive position.

We manufacture a significant quantity of the products we sell. Any disruption in production could
result in lost sales, and could have a material adverse effect on our customer relationships, operating
results and profitability.

We manufacture most of our branded and private label beauty care products at our 163,000 square foot
manufacturing facility in Binghamton, New York and our 98,000 square foot manufacturing facility in
Scarborough, Ontario, Canada. Beginning in late 2007, we also intend to begin manufacturing the brands
recently acquired from Coty in these facilities. We have the capability to manufacture most products (including
shampoos, bubble bath, powders and topical analgesics) at either facility. However, we can currently
manufacture alcohol-based products (such as mouthwash) and acetone-based products (such as nail polish
remover) only at our Ontario location. A permanent or temporary unplanned shutdown of either of our plants,
resulting from equipment malfunction, accident, fire, sabotage, strike or lockout, act of God or other factors,
could substantially reduce our output of finished products. If output from one facility were to be curtailed, there
is no assurance that we could absorb any lost production in our other manufacturing facility or that we could
arrange to outsource production of the affected products in sufficient time to maintain scheduled deliveries.

In the event of a protracted disruption in our own manufacturing operations, we would become more dependent
on contract manufacturers and there is no assurance that we could obtain finished products from these
manufacturers in sufficient quantities of appropriate quality or at prices comparable to our own manufacturing
costs. Our inability to do so could result in decreased sales and loss of market share, and could have a material
adverse effect on our customer relationships, operating results and profitability.

We depend on third parties to provide raw materials for the products we manufacture. Disruption in
the supply of raw materials, or increases in raw material costs, could adversely affect sales and/or our
profitability.

Our ability to manufacture products at our own facilities depends upon access to raw materials, all of which we
purchase from unrelated vendors. These raw materials include oil-based derivatives (such as mineral oil,
petrolatum, surfactants and other specialty chemicals), plastic resin products (such as bottles and caps) and
paper products (such
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as boxes, labels and packaging). If our current vendors become unable or unwilling to supply us with raw
materials in a timely manner or at acceptable prices, there is no assurance that we could identify and qualify
substitute vendors in sufficient time to prevent a disruption in production of some or all of the products we
manufacture, or that substitute vendors would be able or willing to supply raw materials in the quantities and at
the prices required to maintain normal operations. In addition, many of the raw materials we use, such as
petroleum derivatives and paper products, are commodities that may be subject to significant price fluctuation,
both in the short- and long-term. There is no assurance that we could pass through to our customers, in the form
of higher prices, any resulting increase in our manufacturing costs arising from increased raw material costs or
otherwise.
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As a volume producer of value and extreme value products, we may be more susceptible than other producers to
margin erosion resulting from increases in manufacturing costs. Our inability to secure sufficient quantities of
raw materials at prices consistent with our current cost structure could therefore negatively impact inventory
levels, customer relationships, sales and market share, and thus could have a material adverse effect on our
operating results and profitability.

In addition, if our raw material suppliers fail to maintain adequate controls over specifications and quality, we
may be unable to maintain the quality of our finished products. Reliance on raw materials of inferior quality could
diminish the value of our brand names and the level of customer satisfaction. This could similarly lead to reduced
sales and loss of market share and could thereby negatively affect our operating results and profitability.

We rely on unrelated carriers for the shipment of raw materials and finished products. Any disruption
in, or unavailability of, transportation could adversely affect production and distribution of our
products.

We receive raw materials at our manufacturing facilities by truck, and distribute finished products to warehouses
and customer distribution facilities by truck and/or rail. We rely on unrelated transportation companies for these
services, which we typically contract on a short-term or ad hoc basis. The availability and cost of transportation
services may be affected by many factors outside our control, including, without limitation, (i) market conditions
of supply and demand, (ii) inclement weather, floods, hurricanes and other natural disasters, (iii) fuel shortages
and/or increases in fuel costs, and (iv) strikes, lockouts or other industrial action. Although we seek to manage
our raw materials and finished goods inventories prudently, any disruption in transportation services may
interfere with normal plant operations, and/or impede or prevent the delivery of finished products to our
warehouses and to our customers[] facilities. Any sustained increase in transportation rates would increase our
manufacturing and/or distribution costs, and there is no assurance that we would be able to pass these cost
increases through to our customers in the form of higher prices. These factors could result in lost sales and
market share and could adversely affect our operating results and profitability.

Disruption in our distribution centers may prevent us distributing products to customers in a timely
manner.

We manage our product distribution in North America through distribution centers in California, New York,
North Carolina, Pennsylvania, Toronto and Puerto Rico. We seek to maintain sufficient inventory throughout our
distribution system so that we can respond to customer orders in a timely manner. However, a serious disruption
in the operation of any of these distribution centers caused by a flood, fire or other factors, could damage or
destroy inventory and could materially impair our ability to distribute products to our customers in a timely
manner or at a reasonable cost. We could incur significantly higher costs and experience longer delivery lead
times during the time it would take to reopen or replace a distribution center. This in turn could have a material
adverse effect on our sales, operating results and profitability.

We make use of contract manufacturers to manufacture certain of the finished products we sell.

We rely on contract manufacturers to manufacture certain of our finished products and the use of contract
manufacturers has increased significantly as a result of our acquisition of the former Playtex brands in November
2005. In addition, for an interim period, we will continue to rely on Coty to manufacture certain of the products
acquired in our February 2007 acquisition. Any delay in delivery by one or more of these contract manufacturers,
or the breach or termination of a manufacturing contract, could adversely affect our inventory levels and our
ability to meet scheduled deliveries and accept new orders. Any or all of these factors could also negatively affect
our market share, customer relationships, operating results and profitability.

-0-

Efforts to acquire other companies, brands or product lines may divert our managerial resources from
our day-to-day operations, and if we complete an acquisition we may incur or assume additional
liabilities or experience integration problems.

Our growth strategy is bifurcated. We seek to increase our business both through organic growth of our existing
brands, and also by acquiring other companies, brands or product lines that management believes complement
our existing health and beauty care business. At any given time, we may be engaged in discussions with respect
to possible acquisitions or other business combinations that are intended to enhance our product portfolio, enable
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us to realize cost savings and further diversify our category, customer and channel focus.We may also be involved
in discussion with our lenders regarding the financing of such acquisitions.

Our ability to grow successfully through acquisition depends on our ability to identify, acquire and integrate
suitable acquisition targets and to obtain any necessary financing. These efforts could divert the attention of our
management and key personnel from our day-to-day business operations. If we complete acquisitions, we may
also experience:

e difficulties or delays in integrating any acquired companies, personnel, brands and/or products into our
existing business;
e delays in realizing the financial or other benefits of the acquisition;

® temporary cost increases in connection with transition services, while we integrate ordering, distribution,
logistics, invoicing and other functions;

e diversion of our management[]s time and attention from day-to-day business operations;

e higher than anticipated integration costs;

e difficulty, delays or inability to discover, assess and resolve inconsistencies in processes, customer
agreements and the like;

e difficulties in maintaining uniform standards, controls, procedures and policies; and/or

e adverse customer reaction to the acquisition.

In addition, an acquisition could materially impair our operating results by causing us to incur debt, amortize
acquisition expenses and/or depreciate acquired assets.

Regulatory matters governing our industry could have a significant negative effect on our sales and
operating costs.

In both our U.S. and foreign markets, we are subject to extensive laws, governmental regulations, administrative
determinations, court decisions and similar constraints affecting our health and beauty care business. Such laws,
regulations and other constraints may exist at the federal, state or local levels in the United States and at
analogous levels of government in foreign jurisdictions. The adoption of new regulations or changes in the
interpretations of existing regulations may result in significant compliance costs or require discontinuation of the
sale or export of one or more of our products.

In the United States, the formulation, manufacturing, packaging, labeling, distribution, importation, sale and
storage of our products are subject to regulation by various federal agencies, including the Food and Drug
Administration, the Federal Trade Commission (JFTC[]), the Consumer Product Safety Commission, the
Environmental Protection Agency, and by various state agencies.

If we fail to comply with federal, state or foreign regulations, we could be required to:

e pay fines and/or penalties;

e suspend manufacturing operations;

e change product formulations;

e suspend the sale of products with non-complying specifications;

e initiate product recalls; or

e change product labeling, packaging, or take other corrective action.
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Any of these actions could materially and adversely affect our financial results.

In addition, any failure to comply with FTC or state regulations, or with regulations in foreign markets that cover
our product claims and advertising, including direct claims and advertising by us, may result in enforcement
actions and imposition of penalties or otherwise materially and adversely affect the distribution and sale of our
products.

We depend upon our key personnel and the loss of their services could harm our business.
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Our success depends to a significant degree upon the continued contributions of our senior management team
and other key employees. These employees may voluntarily terminate their employment with us at any time. We
carry [Jkey man[] insurance for our senior management team; however, if we lose the services of any of these key
employees, we may not be able to identify, hire and integrate replacements, or may not be able to do so within a
sufficiently short period of time to prevent harm to our business.

We depend upon the protection of our intellectual property rights.

The market for our health and beauty care products depends to a significant extent upon the goodwill associated

with our trademarks and trade names. Ascendia Brands and its affiliates own (or, in the case of the Calgon brand,
license) the material trademarks and trade name rights used to market, package and sell our products. We
believe our customers ascribe value to our trade names, trademarks and trade dress in general.lt is the basis
upon which consumers can readily differentiate our products from those of our competitors. The legal protection
afforded our trade names, trademarks and trade dress is what prevents competitors or new market entrants
exploiting for their benefit the goodwill associated with our products and from marketing and selling products
that compete deceptively with ours. Trademark and trade name protection is therefore critical to our business.

Although most of our material trademarks are registered in the United States and in the foreign countries in
which we sell our products, these registrations may be subject to challenge and there is no assurance that we will
be able to defend our trademarks or trade names successfully. If we were to lose the exclusive right to use any of
our brand names in the United States or any other market in which we sell our products, our sales and operating
results could be materially and adversely affected. We could also incur substantial costs to defend legal actions
relating to the use of our intellectual property, which could have a material adverse effect on our business,
results of operations or financial condition.

Other parties may infringe on our intellectual property rights and may thereby dilute the value of brands in the
marketplace. If the value of our brands becomes diluted, or if our competitors are able to introduce brands that
cause confusion with our brands in the marketplace, it could adversely affect the value that our customers
associate with our brands, and thereby negatively impact our sales. Any such infringement of our intellectual
property rights would also likely result in a commitment of our time and resources to protect these rights through
litigation or otherwise. In addition, third parties may assert claims against our intellectual property rights and we
may not be able successfully to resolve these claims.

Impairment charges could have a material adverse effect on the Company]js financial results.

Future ev