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William Wrigley, Jr. (left)
Executive Chairman and
Chairman of the Board

William D. Perez
President and Chief Executive Offcer
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grow our core business, diversify our product line and build our porticlio of global
brands organically and through acquisition. Today, we are not only the world's largest
gum company, we are the fourth largest confectionery company in the world — moving
Up two spots on this list in the last year alone. By expanding into confections in a
substantial way, we enhance our adility to grow our business, strengthen our competitive

position, and increase opportunities to build shareholder value.

Acceleration Through Acquisition

This past year marked the first full year of our ownership of the Altaids, Life Savers,
Creme Savers and Sugus brands, We knew that the job before us was to rejuvenate
great brands that had suffered from limited innovation and marketing support before
we tock them over, and we knew it would require focus and investment to reverse

their course,

We successfully and quickly integrated them into our operations and field sales organization
in 2005, In 2006, we streamlined their production, built back points of distribution,
launched new innovations and irvested significantly in brand support to drive consumer
awareness and purchase. While some of these initiatives have taken longer to produce
results than we would have liked, these brands are building momentum. In the US., Life
Savers has been very responsive to new innovation and brand support and the Altoids

mints business is trending in the right direction. In Asia, Sugus is delivering against its first

year plan in China and the brand has been launched successfully in Vietnam. Qur plans
for 2007 include additional new brand support and great innovation, which will continue

to drive these brands and increase their contribution to the business,

Recently, we moved forward with an additional opportunity to diversify our business, In
February 2007, we acquired an 80 percent interest in A. Kerkunov, a privately held
premium chocolate company in Russia, with the remaining 20 percent to be acquired
over time. A. Korkunov — the company's namesake product — is the top-selling brand in
Russia’s highly competitive premium-boxed chocolate segment, and the company overall

is the No. 2 player in that category.

“ We recognized early in 2006 that we had

work to do in several key areas.”

We have always said we would enter the chocolate category if the right opportunity to
create value for the Company and our shareholders came along — and this acquisition
presents such &n opportunity. It gives us increased competitive advantage in 2 strategic
and strong Wrigley geography. it alsa provides us with a low-risk entry into chocolate
and the chance to learn and innovate in the category — with the potential to apply these
learnings to other geographies and benefit from the attractive growth and margin

opportunities the premium chocalate segment has to offer.
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FINANCIAL HIGHLIGHTS

2006 2005
NeEamng s swamr s Si728
Diluted EPS $ 1.90 $ 1.83
Sales . $ 468601 $ 4,159,306
Dividends Paid $ 276,021 $ 241,669
Additions to Property,

Plant and Equipment % 327,758 $ 281,769
Stockholders' Equity $ 2388092 $ 2214422
Return on Average Equity 23.0% 23.5%
Stockholders of Record 40,986 41,105
Dilutive Shares Outstanding 278,399 282,284

In thousands of dollars and shares, except per share amounts and stockholders of record.
For additional historical financial data see page 32.

{1) This discussion of net earnings is a "non-GAAP” financial measure. The Company believes
this measure provides its shareholders with additional inforrmation about its underlying resuits
and trends, as well as insight into management's view of operating results. Refer to the MD&A
(page2l) for further discussion of operating results in accordance with US. GAAPThe following
table reconclles the "non-GAAP" net earnings to net earnings in accordance with US. GAAP:

2006 2005

0O00's

Per Share

L ) _ .. . 000's PerShare .
ZmﬁmmB_nmm_mxa_:Q.:m Bw:cﬂ_.ism

and stock option expense $ 584213 § 210 §544805 § 193
Restructuring expense, net of tax (A) 31,011 0.1 27553 010
Stock option expense. net of tax (B) 23,825 0.09 -
mm...:_..amm per mwwa.wm reported - . ‘ ST
under US. GAAP $ 529377 §  i%0 % 517252 $1.83

(A) Managernent has excluded restructuring expense as it is viewed as
nonrecurTing costs incurred to improve production operations,

(B) Management has excluded stock option expense as it is due to a new
accounting requirement in 2006 and not comparable to other periods.

While these high population countries are growth engines for the business, we continue
to drive our business in all geographies and focus resources on countries that are partic-
uiarly competitive, including Mexico and the UK. We know that our historically high
share will be challenged in the UK. in 2007, but we are prepared and believe that with
the right investment, the UK will continue to be one of our sirongest marketplaces and

we will continue to grow our business there,

Improving our Supply Chain and Customer Service

tn 2006, we made significant operational and leadership changes in our supply chain
organization. By better leveraging the strong talent of our Global Supply ChainTeam and
focusing our people and resources on the right things, we took a huge step forward in
improving service 1o both our retail customers and our consumers. Changes in this
important arena directly impact our overall speed, flexibility, efficiency and margins, and

will support our continued growth and diversification in the future.

Strengthening our Brand Equity

By creating the new position of Chief Marketing Officer and reinvigorating our approach
to marketing, we are adding new energy and strength 1o our brand-building efforts. We
are making dynamic changes 1o how we connect with consumers, measure our results
and build our global brands. We are leveraging new media channels and technology,

while delivering more relevant creative content — recognizing the dramaticatly changing
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A Winning Team

Throughout the year, what | found mast rewarding was the commitment and leadership
of our people. In a year of great change and growth, the team has demonstrated
resilience and remarkable energy.We are working together as one team with one focus
— winning as a global confectionery company. Every Wrigley associate has contributed
10 our success and helped bring us closer to our aspirations, | admire and appreciate

their extraordinary dedication,

“In a year of great change, the team has
demonstrated resilience and remarkable

energy.”

| also would like to extend a special tharks to the teams at our Chicago Factory and
LA. Dreyfus operations in New lersey — two facilities we closed in 2006, In the year
and a half since we announced our intention to discontinue operations at these two
facilities, these teams have demonstrated pride, integrity and commitment to a job weil
done during a time of personal chalienge. It is with their help that we successfully
transitioned production as of December | am pleased that many of them have
relocated to other US, facilities, where we know they will continue to contribute to our
business. To all of the Chicago Factery and L. A. Dreyfus associates and their families,

| extend my sincere thanks and very best wishes,

Looking ahead, we have a powerful 2007 plar in place, with great new products, creative
marketing, continued investment and an aggressive strategy to win in a competitive
marketplace. We are already off to a fast start with the A Korkunov acquisition and
several new product introducticns in the first quarier: | have tremendous confidence in

our leadership team, and | anticipate another year of growth and momentum.

In closing, | want to thank our Board of Directors for their strong and thorough governance
of the Company. | also want to express my appreciation to you, cur shareholders, who
value our honesty, integrity and long-term perspective on growth and investment ...

and demonstrate your faith in our future by investing with us.

With your support, we will continue to lead the category and reap the benefits of our high-

level innovation, renewed focus, and continued investment in our Grands and our people.
Sincerely,

ek

William Wrigley, Jr
Executive Chairman and Chairman of the Board
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* We have strang local teams building Wrigley brands and consumption of our
products around the globe, and in particular, in the worid's largest and fastest-

growing geographies including China, India and Russia.

* We have extracrdinary depth of retail product distribution around the world and

solid relationships with global retailers across all channels of trade.

"My job is to make sure that we continue to
build on this momentum, focus our energy
and resources on big wins, deliver the

numbers and continue to grow and develop

1

our Wrigley team.’

In sum, we are well positioned in our key geographies and categories for future growth.

That said, we alsc have some challenges:

* We are off to a great start in the confections segment and have achieved category
leadership in a number of marketplaces in a relatively short period of time. However,
this is still a young business for us and we must contince to nurture our confec-

tionery businesses around the world.

* The growth and profitability of the gum category has not gone unnoticed by our

competitors. We cannot allow our leadership in gum to mitigate our sense of

urgency when it comes to driving our business,

We must be at the leading edge in our marketing communication — not only
delivering fresh and memorable creative content, but also maximizing the productivity

of our substantial investment in brand support.

* We can also do a better job of leveraging our global presence and focusing efforts
even more on big ideas that can be rolled out to our consumers globally or

regionally - rather than country by country.

* Finally, we need to continue to make smart choices about rescurce allocation. Wrigley
has built impressive infrastructure in innovation, sales, marketing and supply chain, and

we must capitalize on these assets and control expenses to drive bottom-line results,

Wrigley has a powerful legacy as well as a vision, roadmap and strategy for growth
as a total confectionery company. It is my pleasure to be working in partnership
with Bill Wrigley, |r. the Executive Leadership Team and Wrigley people arcund the
world to advance this vision and deliver value to our consumers, our retail customers

and our stockholders,

Respectiully,

%\x\v\

William D. Perez
Fresident and Chief Executive Qfficer
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BILL WRIGLEY, JR. AND BILL PEREZ RESPOND TO COMMONLY ASKED QUESTIONS:

Qs Where do you expect top-line
growth to come from in the future?

>u PEREZ ‘We are generating healthy top-line growth in severa! ways, Our first
priority is building brands by using consumer insights and innovation to bring relevant
and sustainable offerings to the marketplace and increase consumption of our products.
Internal development and acquisition will both fill this product pipeline and help us
expand our participation in new confectionery categories.

We also look at opportunities to increase distribution of our Wrigley brands. This
includes geographic expansion as well as leveraging every potential sales channel in a
marketplace. Whether it is a tiny corner store, a giant hyperrmarket or a non-traditional
outlet like a home improvement center, our goal is to ensure that Wrigley brands are
present everywhere our consumers shop.

Qz Why is A. Korkunov a
good strategic fit for Wrigley?

>u WRIGLEY This acquisition marks the next step in the evolution of the Wirigley
Company as a total confectionery player. We have always said we would enter the
chocolate category of the total confectionery business if the right opportunity to create
value for the Wrigley Company became available — and this acquisition presents such
an opportunity.

A. Korkunov has strong brands and is a key player in the premium chocolate segrment
in Russia — where we are the No.1 player in chewing gum. Entering into the premium
chocolate business is not only a great strategic fit and a driver of new growth
opportunities in one of our top priority global geographies, but it also represents an
important addition 10 our competencies and has the long-term potential to create
value in marketplaces around the world.

Qs Is there something you learned during the
acquisition of Altoids, Life Savers, Creme
Savers and Sugus that you would apply to
your new acquisition?

>u WRIGLEY We are very positive about the acquisition of this family of brands.
We knew going into the transaction that it would take time and investment to successfully
re-energize them and were prepared to take the time to do it right because we believe
there is real upside opportunity.

Some factors beyond our control slowed the closing process and we were disappointed
that this delayed some of our efforts, but we have successfully integrated the brands
into the business and they are gaining traction in the marketplace.

An organization learrs during every major event, and | know that we have learnings that
will apply to our purchase of A. Korkuno. However, there are also a lot of differences
between the two transactions. including the fact that A. Korkunov's management will
remain in place and will continue to run the day-to-day business while helping Wrigley
understand the premium chocolate business,

Qs Do you anticipate that margins will
ever be restored to their historic levels?

>u PEREZ Those higher gross margin levels in the past were achieved at a time
when our category opportunities were narrower, our top-line growth and pace of
innovation were slower, and the percentage of our business in fast-growing, developing
geographies was smaller. The expansion of our product portfolio, the growth of our
non-gum confectionery offerings and our angeing investment and expansion in geog-
raphies like India, Russia. China and Mexico have brought average gross margins down
but have opened up a world of oppartunities for cur Company in terms of
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IGNITING IMAGINATION

Delighting consumers is at the heart of what we do. In 2006,
Wrigley continued to bring fresh tastes, formats and packaging
to consumers of al! ages with more than 80 new innovations
around the globe. This tremendous output of ideas comes
from our Global Innovation Center (GIC}, where teams
coliaborate to create the “"big ideas” that will win with
consumers. Some of these ideas included Excel Fuse. an
outstanding gum that combines refreshing mint and fruit
flavors, and new confectionery items like Life Savers Fruit

Splosions and Doublemint Twins mints.

Successful innovation in confectionery products is as much
science as it is art. It takes both technical “know how' and

imagination, and it requires that we focus oLr passion, energy

and resources on the ideas that will mean the most to our
consumers and to the business. At the GIC, the creative
development of new products revolves around the Consumer
Center, a world-class facility that provides real-time insights
into what consumers want and feedback on new products,

flavors and packages throughout the development process.

Innovation doesn't just happen in the GIC. To take a new
Wrigley product from the lab to your local store, teams of
Wrigley associates in procurement, manufacturing, marketing,
merchandising and sales drive new product initiatives and
apply their own expertise and creativity in ensuring that
Wrigley innovations will be profitabie, engaging and successful

on the retail shelf,
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Transplanting and

nurturing big ideas to

grow global lbrands

DELIVERING BIG WINS

Around the world, Wrigley teams are growing the
business by working together and by sharing great
ideas. in China, Wrigley’s largest marketplace outside
of the US., the opportunities for growth remain
impressive. 2006 proved to be another banner year
for Wrigley China, as the team rallied to break a
new sales record. Early in the year, the China team
aligned behind this opportunity. and identified how
the entire organization, and in particular supply
chain, sales and marketing, would work together to
achieve their goal Through their tremendous efforts,
Wrigley China achieved their aspiration, delivered
double-digit gains in sales and continued to builg

their leadership in the Chinese confectionery business.

Wirigley Russia scored a major success through
diversification. Juicy Fruit felly Chews provided a new
kind of win for one of the oldest Wrigley brands by
capturing the imagination and taste buds of a whole

new generation of consumers with fun, gummie

candies. Only eight months after its launch. Juicy
Fruit Jelly Chews achieved a strong share of gummie
sales and became a candy favorite. Russia is diversi-
fying even more through acquisition. With the
Company's purchase of A. Korkunov, Wrigley s
entering the premium chocolate category and
expanding its position as a leading confectioner in

Russia.

In France, Wrigley boosted the gum category, and
sales of Airwaves and Freedent gum brands, by
being the first to market with a convenient and
innovative new bottle pack. This particular success is
an example of cross-pollination of great ideas. First
introduced in China, the bottle pack is now delivering
business growth in other Wrigley geographies.
Wrigley France has captured the lion's share of gum
sales in the bottle and has been recognized by the

retail trade as innovators in the gum category.




shem MoV “Ysedy Ul o ABPAIBAS

oy spuesc) AS(Bpn SUABSHA

L
¥
-

§.A31014 MBS

'|3A3| [RUOIIOWID UB UO SJSUWNSUOD LIM J03UU0D
'SPUR.Q N PUE SJSLINSUOD UNO USIMID] SPUOT YSHARISS

e AepAuans Jo 2 ay1 ol spuelq £33 SABDM
pue. 3jij AepAISAS JO dLIGE) AU ORul SPUEIQ AT pUB JSLN{-OUI 3Ul LENOAy) INd M Aem 2yl 3UAoAS Sl

©1 SNUIUGY [P SUOHEIIUNUILIOD SuiBeBua pue aANDRISW|
SATRIIUI BY] JO 240D 3y 1Y, dAKd - N Y Bumug),, 1 (182 3pA

'SP [COLIS HUOA MBN J0j sweuBoud Bunuep 1oddns 03 ASuow JONEIUNWLIOD BUISHIBW SABPOL JO saBualeyd 8yl SpPEl
asea padipy Aau se SJ3DUEp JO IDUBINPUS UL GIM X3 01 9pNUNE MIU B PIJRIGIId BUSMIBl ABBUAA 9007 Y
jo Joney BunserBLO] aup PRt Juand B4l 2uenbs sauiy ‘Ui (1M SABM JUBASIBU (S3U) U) SIDUINSUOD L13Y} LDB3.
SHHIOK MBN| U} LOW Ly-2DUBQ BT BT 34 32 Bupuep pue JBD 184} SpURIq AU “Buouis Bulo2 s1 BUPLIOMIBU [BIDOS SUIUO
25w s 1B A N 3 pueq BT SASBLA S 24 U pue BuiBessowl 1xa} 'SOIASP J|IGOW JO PHOM paoed-1sg), YL

‘08 Y] UO SJAWNSUOD JO UCRUSEE 3y} PUE UIAO Si SPJBOQ(IG J1EIS JO 33 3 | naoedull pue eas|ad

paunides Suipue.sG Joj SSIYSA SB I 3UiIR PUE sauoyd s way) yum Bunsauuod o} yoroudde Uno 1ew annesadus s

‘SGED JO 3SN SANESUD YL RUSBYM UBMIE] PUE 8uoy BuoH ul pue padueyd Sey SJSUINSUOD INO Jo} YT jUSIINIOASI € Bumua

sjuILd asdip3 JO YIUNER| 243 PAPNPRUL Q0T Ul SLOINDSXS 18345 a4z 3G0[8 SY PUNQUE SIAIBEW AD[BLIAA ‘PIHOM N0 UJIRAA

SIIWNSNOD HLIM DONILOINNOD




Board of Directors

WILLIAM WRIGLEY, JR,

Director of the Company since 1988

Frincipal Occupation: Exscutive Chairman of the
Company since 2006, Chairman of the Beard since
2004, President and Chief Executive Officer of the
Company from 1999 ta 2006, Vice President of the
Company from 1991 to 1999 and Assistant to the
President from 1985 to 1992,

JOHN F. BARD

Director of the Company since 1999

Committeas: Audit Committee and Caorporate
Govermance Committee

Frincipal Occupation: Senior Vice President from
1991 yntil 1999 and Executive Vice President fram
1999 vntil 2000, when he retired fram the Company.

Other Directorships: Weight Watchers International,
Inc. ard Sun-Times Media Group, Inc.

HOWARD B, BERNICK

Diractor of the Company since 2001

Committees: Audit Commitiee and Compensation
Committee

Frincipal Occupation: President of Bernick Holdings,
Inc., since November 2008. President and Chief
Executive Officer from 1994 to 2006, and a member of
the Board of Directors from 1986 to 2008, of Alberto-
Culver Company, 2 global manufacturer, marketer and
distributor of beauty and hair care products.

THOMAS A. KNOWLTON

Director of the Company since 1996

Committees: Chairman of the Compensation Committes

Frincipal Occupation: Dean of the Faculty of Business
at Ryersan University, Toronto, Canada from 2000 unti!
retirement in 2005. Executive Vige Presidant of the
Kellogg Company from 1392 until +998. President of
Kellogg North America from 1994 until 1998.

Other Directorships: Sun-Rype Products Ltd.

Committees of the Board of Directors

AUDIT

Richard X. Smucker, Chairman
John F. Bard

Howard B. Bernick

Alex Shumate
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The brands listed above are trademarks owned by the Wm. Wrigley Jr. Company.



(suoidas EaLBLIY LIET PUE DYDY ay)) suoiday dydeB0an) SO BUIYD Ul YIMaS SUInoa
18P 2ignop panunued 01 anp Auewud Yimod awnjoa Suans panuauasdxe eisy 1563 APPILY
U} PUE RIpU| 'SUIRM 'BISSTy 1l ymodd UBIp s|gnop panunuod Ag p3| Ymmodd sLunjoa Apeals
pasUSLRdxa |y3l-T ‘alood a1 01 SPUBIG AUSUONIBJUOT MBU B JO UCIIPPE Byl O} aNp
Auewud ymoud awnjoa Buaas padusuadxs EIUBLNY ULION SIUAWSESS B SSCUSE S355alIsNg
2102 3} JO SauRLLICHad PIOS SE ([9M SB G007 SO SYIUOW XIS 1541} 8L} Ul SPUBI AIBUOIIJUOD
Mmau painbIe 3yl JO) SWN[OA [BIUSWIIOUL BU} AG UIALIP SBM 9O0T ! MIMOJE awnjop

{spueaq AI3uoIdajU0d M)
SpuUBIQ SNSNG PUE 'SJSAES SLUBIT) 'SI5ABS 3)17 'SPIONY 33 JO 'SO0T '9T dunf JO SE pasopd yaiym
‘uonisnbae s Auedwon) Ul JO 'SIS09 33IAISS 1GIP PaIRRL Butpnpur 1RdLN SANNIP U1 PUB 9007
ur uswieyg paseg-adeys, (WIEZ | 'ON (Sv4S) SPUBpURIS BUUNODIY (BIDUBULY JO JUSWSIEIS
10 uondope ayl o1 paieRd aurys Jad g Jo ssusdxe uondo NI 'GEOT U 010% O
pauedwiod gooz W aeys sad | |°0% o asuadxe Suunisnasas g jasyo sdueyaxs jo pedus
anmsod sy pue spuawas 1sow ssou0e Ymoud pue LpBuans 03 anp Auewid sesm aseausul
ayy "§007 W £8'1$ O PauRdwOd 90T W 06 IS dm aurys Jad sBuLIRS PANII "SO0T
0} paUedInd gOQOT. U YIMOUS SBES 18U J4E | PUR SWNOA IUN %G| pasaipe Auedwod sy

suonessd() Jo sINsay 9007 Jo Adeusung

A(aanDadsau suaiBsu edusy UIoN pue (adoung
Aediouud) [waLdT ‘BISY 94l Ul ABUYSISH PUE 343 10T PUE SISEG [BGOR B UO SJB| puE
Aungpey Buipnpu 'sLues sy uiewad s1oinadwod Asewld sy s3uLIay o 1PNPod 5 JO YIPRSIq

pue Lidap ay: yiog purdxo o} sanunuod AueduloD) SY1 BfIYAA SIFLINSUCD [B30] O SP33U
pue s3152) 5L 5SAUPPE O} shjauaq 1Pnpodd pue sioael BuLiojel ajiym sweu A3|BUan 241 Yum
snowduous Alijenb BULIBASP JO [POB DU LA SILIUNGY (08 | 4940 Ul pjos aue spnpoud A3BLas,

‘amuerpe annadwo? [eqoid sy wieisns 01 SUISIPUBYIIAW PUR UORNGUISID BPIMP|IoM
BuIp|ing pue.q ‘'UBIIBADULI "UOANISX? [euonesade w 22ua)ex3 ansind pue suckysinbiz

Jifsrens pue wawdosasp [BLISUl W10q yBnouyl yimoJd su aasiyie o) sugd A3jBLAA

plom iy punoue adoad Buminusau pue Suidojaasp Fumaud ApAIssausdy »
1502 1$3m0| SY1 18 suonn|os pue spnpoud Auenb 1sayBly ayl BulaapQ .
swalshs pue sassadoud 'sponpoud Ul UCHEAOULI BUIALICT «

sjauueld uonnquisip pue saiydesdosd mau sandese ojul Bupuedxy «
sassausng AJauonapuos wnd-uou Bupinbae pue Aesuedic Budoprag] .

ssauisng wng a0 Bunsoog .

s3AnD2q0 A3y s uo paseq urd ssauisng difsteas wu-Buo) e Bunnaaxd yEnouy
S3p|oYNES SU W0 Auadsoud pue yimoud [euoesausd Bumande o) paTIULIOD S ASJBIAA
wnd Sumayd JO J21LBL PUE JAINDENUBW 153348] $PSOM 31 PUE P8y AJ2U0NI3JUED
ay: ul Japed| pazudodal e st (AajBuaa 10 Auedwon ayr) Auedwo?) uf A3BUAn TWAA BYL

$N204 213218415 PUE MIIAIBAQ DIBI0dI0D)

MIIAYIAO

UIRJ3Y PAPNJRUL S210U PIE[RY PUB SJUSWISIEIS [BDUBUI PAIEPIOSUOD) 3YE Yum UOIDUN(uod ul peas 3q PINOYS gl 341

SIANR| JIYID) -
SIIBLUINST PUE 5310 Bununoddy Juespudis «
s33unosay [eudeD pue Aupinbr .
suonesad) Jo SYNS3Y «

MIAIBAC) «

SUOIDaS Bumaljoy sy} w1 paziueBuo s

VR YL JEIA 0} JB3A WOy SJaunseaw A% Ui sadueyd Lo Buisndo) 4q uolpuod {eldueUY puB synsal unesado o Suipurstapun ue sapinosd {ygQl) SISARUY PUB UDISSNISI SUaWaBEURY

sauny aueys sad 1dadxa SPUBSNOUT U1 SILNOWIE QUBYS PUP IFjIQ

sIsA|euy pue uoissnasiq s,juswadeue)y




22

experienced strong volume growth mainly due to double digit growth in Australia and strong
growth in Mexico,

During 2006, the Company continued executing against its previously announced plans to
restructure the North America production network in order to maximize manufacturing
efficiencies. The Company incurred restructuring charges of $45.074 in 2006 compared to
$40.223 in 2005. The Company anticipates annual pre-tax income and cash flow savings of
approximately $18.000 to $22,000 beginning in 2007 as a resukt of the restructuring,

Average foreign currency translation had a $0.03 pasitive impact to dilutive earnings per
share in 2006 compared to 2005. The increase in 2006 was primarily due to average
translation rates of stronger EMEAI region and Asia region currencies to the weaker U5,
dolar partially offset by weaker Pacific region currencies to the stronger US. dollar The
Company maintains a strong global presence; therefore, future exchange rate fluctuations

will continue to impact resutts of operations.

RESULTS OF OPERATIONS

Net Sales

2006 vs. 2005

Consolidated net sales for 2006 were $4,686.01 [, an increase of $526,705 or 13% from 2005,
Volume growth increased net sales | 3%, Strang volume across all regions increased net sales
8% and the incremental volume of the acquired new confectionery brands for the first six
months of 2006 increased net sales 5%, Unfavorable geographic and product mix decreased
net sales |%. Average translation of stronger foreign currencies to the weaker U.S. dollar
increased net sales approximately %, New products accounted for approximately 20% of
net sales in 2006.

North America net sales for 2006 were $1,752.289, an increase of $217269 or 14% from
2005, Volume growth increased net sales | 5%, Volume growth was primarily driven by the
incremental volume from the new confectionery brands for the first six months of 2006,
which contributed 12% to the increase in net sales, with the remaining 3% increase in net
sales driven by volume growth in the core business. Unfavorabie price/mix decreased net
sales |%.

EMEAI net sales for 2006 were $2.070,366, an increase of $176002 or 9% from 2005.
Volume growth increased net sales 7%, primarily led by Russia and Ukraine. where the Orbit
brand led growth, as well as India and the Middle East. Favorable price/mix increased net

sales |1%. Average translation of stronger European currencies, primarily the Euro and the
British pound, to the weaker U.S. dollar increased net sales approximately |%.

Asia net sales for 20056 were $622,853, an increase of $116.682 or 23% from 2005.Volume
growth increased net sales 21%, primarily led by China, where the Extra and Doublemint
brands led growth. Unfavorable price/mix decreased net sales |%. Awverage translation of a

stronger Chinese renminbi to the weaker LS. doliar increased net sales approximately 3%.

Other Geographic Regions net sales for 2006 were $180.153. an increase of $16,597 or
(0% from 2005. Volume growth increased net sales | 4%, primarily led by Australia and
Mexico, where the Eclipse brand led growth. Unfavorable product mix decreased net sales
3%. Average translation of a weaker Australian dollar to the stronger U.S. dollar decreased

net sales approximately 1%,

2005 vs. 2004

Consolidated net sales for 2005 were $4.159,306, an increase of $510.714 or 14% from
2004.Volume growth increased net sales 13%. The acquisition of the new confectionery
brands increased net sales 5%. First quarter 2005 net sales of Boomer, Solano, Pim Pom
and Ta Ta (joyco Group products). which were not included in 2004 first quarter results,
contributed approximately 19% of net sales growth. The remaining volume growth, across all
regions, increased net sales 7%, Average translation of stronger foreign currencies, primarily
in Europe, to the weaker US. dollar increased net sales approximately 1%. New producis
accounted for approximately 17% of net sales in 2005,

North America net sales for 2005 were $1,535.020, an increase of $255,353 or 20% from
2004, Volume growth in the US. and Canada increased net sales 19%. In the US., volume
growth was driven by the new confectionery brands, which contributed 4% to net sales,
The remaining volume growth, which contributed 5% to net sales, was led by Qrbit, Orbit
White, and Extra in the US. and Excel and Extra in Canada. Average transfation of the
stronger Canadian dollar to the weaker U.S. dollar increased net sales approximately |%.

EMEAI net sales for 2005 were $1,894,364, an increase of $132,498 or 8% from 2004.
Volume growth increased net sales 6%, including 1% from the 2005 first quarter net sales of
Joyeo Group products, which were not included in 2004 first quarter results, The remaining
volume growth, which contributed 5% to net sales, was (ed by Russia and the Ukraine.
Favorable product mix increased net sales 1%. Average translation of stronger Central
European currencies, primarily the Polish doty, Czech koruna, and Ukraine hryvania, to the
weaker US. dollar increased net sales approximately |%.
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Other Geographic Regions operating income for 2006 increased $4,598 or 24% compared
to 2005. Average translation of a weaker Austrafian dollar to the stronger US. dollar decreased
operating income approximately 4%, Gross profit increased $6,196 or 9% from 2005 due to
increased net sales and higher gross profit margin partially offset by the impact of exchange.
Average translation of a weaker Australian dollar to the stronger U.S, dollar decreased gross
profit approximately 2%. SG&A expense increased $1,598 or 3% from 2005 primarily due
to increased selling expense and brand support. The impact of average foreign exchange
decreased SG&A expense approximately 1%.

All Other operating expense for 2006 increased $38.942 or 16% compared to 2005. The
increase was primarily due to stock option expense, an increase in research and development
expense and separation agreements related to two former executives partially offset by a
norrecurring 2005 cost associated with a shareholder approved increase in authorized shares,

2005 vs, 2004

Consolidated operating income for 2005 increased £56,117 or 8% compared to 2004.
Average translation of foreign currencies to the weaker US. dollar increased operating
income approximately 2%, Gross profit increased $222.529 or [1% from 2004 due to
increased net sales and the impact of exchange partially offset by lower gross profit margin.
Gross profit margin as a percentage of net sales decreased 1.5 percentage points <ompared to
2004. Restructuring charges decreased gross profit margin 1.0 percentage point. Lower profit
margins on the new confectionery brands were partially offset by lower product cost in the
Company's core business. Average translation of stronger foreign currencies increased gross
profit approxirmately 2%. SG&A expense increased $166.412 or 13% from 2004 primarily
due to the new confectionery brands, higher seliing expense in the EMEAI region, increased
brand support in Asia and foreign exchange. Average translation of stronger foreign currencies
to a weaker US. dollar increased SG&A expense approximately 1%,

North America operating income for 2005 increased $35,745 or 10% compared to 2004,
Average translation of the stronger Canadian dollar to the weaker US. dollar increased operating
income approximately 1%, Gross profit increased $83.641 or 12% from 2004 due to
increased net sales and the impact of exchange partially offset by lower gross profit margin,
Gross profit as 2 percentage of sales decreased 3.5 percentage points, including a 2.1 percentage
point impact from restructaring charges. Lower profit margins on the new confectionery
brands also contributed to the overall decrease. Average translation of a stronger Canadian
dollar increased gross profit approximately |9%. SG&A expense increased $47.896 or 4%
from 2004 primarily due to investment in selling infrastructure and brand support related 1o

the purchase of the new confectionery brands. The impact of average foreign exchange
increased SG&A expense approximately {%.

EMEA operating income for 2005 increased $48.293 or | 1% cormpared to 2004. Average
translation of stronger Eurapean currencies to the weaker LS. dollar increased operating
income approximately 2%. Gross profit increased $89.006 or 8% from 2004 due to
increased net sales, improved gross profit margin and the impact of exchange, Gross proft
as a percentage of sales increased 0.5 percentage points primarily due to improved profit
margins in France, as a result of beginning direct sales to retail customers thereby reducing
distribution costs. Average translation of stronger Buropean currencies increased gross profit
approximately 2%, SGBA expense increased $40,713 or 7% from 2004 mainly due to higher
selling expense in France in support of the new direct sales operations and the impact of
2005 first quarter expenses from the Jayco Group operations, which were not included in
2004 first quarter results. The impact of average foreign exchange increased SG&A expense
approximately | %.

Asia operating income for 2005 increased $30445 or 31% compared o 2004. Average
translation of stronger currencies 1o the US, dollar increased operating income approximately
2%. Gross profit increased $59.010 or 25% from 2004 due to increased net sales and the
impact of exchange partially offset by lower gross profit margin. Gross profit as a percentage
of sales decreased 0.3 percentage points primarily due to unfavorable product mix in China,
partially offset by lower product costs. Average translation of a stronger Chinese renminbi
and New Taiwan dollar increased gross profit approximately 2%. SG&A expense increased
$28.565 or 21% from 2004 mainly due to higher brand support in China and the impact of
2005 first quarter Joyco Group operations, which were not included in 2004 first quarter
results. The impact of average foreign exchange increased SG&A expense approximately 2%,

Other Geographic Regions operating income for 2005 decreased $10.585 or 36% compared
to 2004. Average translation of a stronger Australian dolflar to the US. dollar increased
operating income approximately 4%. Gross profit decreased $7.182 or 10% from 2004 due
to tower gross profit margin partially offset by the favorable impact of exchange. Gross profit
as a percentage of sales decreased 6.8 percentage points due to unfavorable product mix
and costs related to starting up the Silao, Mexico factory. Average translation of a stronger
Australian dollar to the US. dollar increased gross profit approximately 3%. SG&A expense
increased $3,403 or 8% from 2004 primarily due to increased brand support in Mexico. The
impact of average foreign exchange increased SG&A expense approximately 3%.
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On April 4, 20086, the Company's stockholders authorized a one-time stock dividend of
one share of Class B Common Stock for each four shares of Common Stock issued and
one share of Class B Common Stock for each four shares of Class B Common Stock
issued. In connection with the distribution of Class B Common Stock to holders of both
Common Stock and Class B Common Stock, cash payments were made in lieu of issuing
any fractional shares of Class B Common Stock. All share information included herein has
been adjusted to reflect the stock dividend. The Company distributed the one-time stock
dividend on May |1, 2006,

Dividends paid per common share increased |5% to $6.99 in 2006 Total dividend payments
were $276,021, $241,669 and $207,803 in 2006, 2005 and 2004, respectively. Dividends
paid per commen share increased |6% to $0.86 in 2005.

Long-Term Debt

On July 14, 2005, the Company issued $1,000,000 of senior unsecured notes. The senior
note offering included $500,000 of five-year notes maturing on July 15, 2010, bearing a
coupon interest rate of 4.30% and $500,000 of ten-year notes maturing on July |5, 2015,
bearing a coupon interest rate of 4.65%. Interest is payable semi-annually on January 15th
and July 15th. At December 31, 2006, the fair value of the senior notes, based on market
quotes, was $958,740.

Also on fuly 14, 2005, the Company entered into an agreement for a $600,000 five-year
unsecured credit facility maturing in July 2010. The Company intends ta use this credit
facility primarily to support commercial paper. However, the Company may also draw on the
facility for general purposes. Under certain conditions, the Company may request an increase
(N aggregate commitment under this credit facility, not to exceed a total of $1.000.000. This
credit facility requires maintenance of certain financial covenants, with which, at December
31,2006, the Company was compliant. The Company had no borrowings outstanding under
the credit facility at December 31, 2006 and 2005. At December 31, 2006 and 2005,
$65.000 and $100,000 of commercial paper was outstanding bearing an average interest
rate of 5.26% and 4.19%, respectively.

On Juty 14, 2005, the Company terminated its $300.000 unsecured line of credit. which
was originally entered into to finarce a partion of the acquisition of certain confectionery
businesses of the Joyco Group.

Additional External Capital Resources

On March |, 2005, the Company filed a shelf registration statement on Form 5-3 with the
SEC that would allow the Company to issue, from time to time, debt securities, which may
be senior debt securities or subordinated debt securities, preferred stock, common stock,
warrants, stock purchase contracts or stock purchase units. The aggregate initial offering price
of all securities sold by the Company under the prospectus shall not exceed $2,000,000.
With the issuance of $1,000,000 of senior notes in July 2005, the Comnpany has $1,000,000

remaining under the shelf registration prospectus.

Contractual Obligations

The Company enters into arrangements that obligate it to make future payments under
contracts such as debt, leases and contractual purchase obligations. The Company enters
into these arrangements in the normai course of business in order to ensure adequate
levels of cash funding, raw materials, office and warehousing space and machinery, equipment
or services for significant capital projects. Debt obiigations, which include senior notes and
commercial paper, are recognized as liabilities in the Company's Consolidated Balance Sheet
at December 31, 2006. Operating lease obiigations and contractual purchase obligations,
which primarily relate to anticipated raw material requiremerits for 2007, are not recognized
as liabilities in the Company's Consolidated Balance Sheet in accordance with generally

accepted accounting principles.
A summary of the Company’s contractual obligations at December 31, 2006 is as follows:

PAYMENTS DUE BY PERIOD

Less than 2-3 4-5
Contractual Obligations Total 1 Year Years Years Thereafter
Debt $ 1,065,000 65,000 - 500,000 500,000
Interest on senior notes 295,250 44,750 89,500 68.000 93,000
Operating leases 141,020 35.920 47.477 29,852 271m
Purchase obligations 1,059,014 874,097 177,417 7.500 -
Total $ 2,560,284 1,018,767 314,394 605,352 620,771

Additicnally, the Company has no contractual obligations with related parties which may

materially affect its results of operations, cash flows or financial condition.
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post-retirement benefit plans, with a corresponding unrecognized loss, net of tax, recorded
as a component of accumulated other comprehensive loss, decreasing shareholders’ equity:
The adoption of SFAS No. 158 had no effect on net earnings or cash flow.

Income Taxes —Deferred income taxes are recognized for the future tax effects of
temporary differences between financial and income tax reporting using tax rates in effect
for the years in which the differences are expected to reverse, U5, federal income taxes are
provided on that portion of the income of foreign subsidiaries that is expected to be remitted
to the US. and be taxable, but not on the portion that is considered to be permanentfly
invested in foreign subsidiaries. The Company, along with third-party advisers, periodically
reviews assumptions and estimates of the Company's probable tax obligations using historical
experience in tax jurisdictions and informed judgments.

Goodwill and Other Intangible Assets—The Company reviews goodwill annually to
test for impairment. The impairment test is a two step process. The first step compares the
fair value of each reporting unit to its carrying value. The Company’s reporting units are
consistent with the reportable segments identified in Note 16 to the Consclidated Financial
Statements. If the fair value of the reporting unit exceeds the carrying value of the net assets
assigned to that unit, goodwill is not considered impaired and requires no further testing,
if the carrying value of the net assets assigned to that reporting unit exceeds the fair value
of the reporting unit, the Company must perform the second step of the impairment test
to determine the implied fair value of the reporting unit’s goodwill. If the carrying value of
the reporting unit's goodwill exceeds its implied fair value, then an impairment foss & recorded
10 write down the goodwill to fair value. Determining the fair value of a reporting unit
involves the use of significant estimates and assumptions. These estimates and assumptions
include projected revenue growth rates, operating margins, capital expenditures and related
depreciation to calculate estimated cash flows, In addition, certain judgrments and assumptions
are made in allocating shared assets and liabilities to determine the carrying values of reporting
units. The Compary’s goodwill impairment testing, which was performed during the fourth
quarter of 2006, did not result in an impairment ¢charge in 2006.

Other intangible assets consist primarily of brands, patents and licenses, trademarks and
customer relationships. Except for indefinite lived brands, these assets are amortized on a
straight-line basis over their estimated useful lives of five to seventeen years. Brands determined
to have indefinite lives are not amortized, but rather are tested annually for impairment
or whenever events indicate there may be a potential risk of impairment. The Company

measures impairment by comparing the discounted expected cash flows attributable to the
brand 1o its carrying value. Similar to goodwill, the use of projected discounted cash flows
involves certain judgments and assumptions. The Company's other intangible asset impairment
testing did not resukt in an impairment charge in 2006,

Restructuring—The Company accounts for its restructuring plans, which primarily include
severance and employee related benefit costs and costs 1o consolidate or close facilities, as
those obligations are incurred and evaluates asset useful lives and records accelerated
depreciation in connection with such plans. The Company estimates the expense for these
plans. which are approved by senior management, by accumulating detailed estimates for
each element of the restructuring This includes the estimated costs of employee severance
and related benefits, accelerated depreciation and estimated salvage values of property,
plant and equipment, other contractual obligations and any other qualifying exit costs related
to the plan. These estimated costs are grouped by specific projects within the overall plan and
are then monitored regularly by corporate finance personnel, as well as by finance personnel
at each affected location. Such costs represent management’s best estimate, but require
assumptions about the restructuring that may change over time. Estimates are evaluated
periodically to determine if a change is required. The Company's estimate of current
restructuring activities is described in Note || to the Consolidated Financial Statements.

New Accounting Pronouncements--In addition to SFAS No. I58, discussed ahove,
the Company adopted SFAS I23(R). “Share-Based Payment”, on January 1, 2006. As more
fully described in Note 2 to the Consolidated Financial Statementts, the Company began
prospectively expensing stock-based compensation, including stock options, tong-term stock
grants, restricted stock and stock awards, using the fair value method. Incremental
compensation expense of $34,630 was recorded in 2006 relazed to the expensing of stock
options at fair value.

OTHER MATTERS
Market Risk

Inherent in the Company’s operations are certain market risks related to changes in foreign
currency exchange rates and interest rates, Changes in these factors could cause fluctuations
in the Company's net earnings, cash flows and to the fair values of market risk sensitive
financial instruments. In the normal course of business. the Company identifies these risks
and mitigates their financial impact through its corporate policies and hedging activities. The
Company's hedging activities include the use of derivative financial instruments. The
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Forward-looking statements involve a number of risks and uncertainties that could cause
actual results to vary. Additionally, significant factors that may affect the Company’s operations,
performance, development or business results include the risks and uncertainties described
below, those listed from time to time in the Company's filings with the Securities and
Exchange Commission and the risk factors or uncertainties listed herein or listed in any
document incorporated by reference herein.

Significant factors that could impact the Company’s business operations include, without
limitation, the following:

Availability or retention of retail space—In those countries where Wrigley maintains
market leadership in the chewing gum segment, the Company's ability to retain preferred
retail space allocation will impact results. If Wrigley is not able to retain this allocation, its

results could be negatively impacted,

Availability of raw materials—Wrigley uses different raw materials to manufacture
chewing gum and other confectionery products including sugar, corn syrup, flavoring oils,
polyols and high intensity sweeteners, While these products are generally readily available on
the open market. if Wrigley was unable to maintain the availability, pricing and sourcing of

these raw materials, its resufts could be negatively impacted,

Changes in demographics and consumer preferences—Wrigley operates in an
increasingly competitive market, As such, its continued success is dependent upon its ability
0 continue to create and market products which appeal o its diverse consumers, Failure
to adequately anticipate and react to changing demographics and product preferences, the
failure of new or existing products to be favorably received, or its inability to otherwise adapt
to changing market needs, could have a material adverse effect on its operating resuits,

Changes in foreign currency and markets conditions-—Manufacturing and sales of
a significant portion of Wrigley's products are outside the United States, The majority of
countries in which Wrigley operates tend to be politically, socially and economically stable.
To the extent there is political or social unrest, civil war: terrorism or significant economic
instability, the results of its business in such countries could be negatively impacted. In addition,
volatility in foreign currencies could have a material adverse effect on results of operations.

Increased competition and discounting and other competitive actions—Wrigley
competes worldwide with other well-established manufacturers of confectionery products,
including chewing gum. Wrigley's reslts may be negatively impacted by ineflective advertising
or by failure to sufficiently counter aggressive competitive actions, In addition, discounting

and other competitive actions may make it more difficutt to maintain operating margins,

Underutilization of or inadequate manufacturing capacity and labor stoppages—
Unanticipated movements in consumer demands could result in inadequate manufacturing
capacity or underutilization of manufacturing capacity which could negatively impact

manufacturing efficiencies and costs.

Governmental regulations— Governmental regulations with respect to import duties,
tariffs, taxes and environmental controls, both in and outside the US. could negatively impact
Wrigley's costs and ability to compete in domestic or foreign market places.

Labor stoppages—To the extent Wrigley experiences any material labor stoppages,
such disputes or strikes could negatively affect shipments from suppliers or shipments of
finished product.

Outcome of integrating acquired businesses—Wrigley's ability to successfully integrate
any acquired business or assets, including the acquisition of certain confectionery assets of
Kraft Foods Global, Inc., could cause actual results to differ from anticipated results or

expectations of the Company's business.

The factors identified above are befieved to be significant factors, but not necessarily all of
the significant factors, that could cause actual results to differ materially from those
expressed in any forward-looking statement. Unpredictable or unknown factors could also
have materia! effects on Wrigley, All forward-looking statements included in this report are
expressly qualified in their entirety by the foregoing cautionary staterments, Except as
required by law, Wrigley undertakes no obligation to update, amend or clarify forward-looking
statements, whether as a result of new infarmation, future events or otherwise,
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Selected Financial Data

In thousands of dofars and shares, except per share amounts, stockholders

Operating Data

of record and employees

2006 | 2005 2004 2003
Net sales 4,686,011 4,159,306 3,648,592 3,069,088
Gross profit (1} 2,429,822 2,295,904 2,033,375 1,746,672
Income taxes 239,670 237,408 227,542 205,647
Net garnings (2} 529,377 517,252 432,954 445,894
Per share of Common Stock (diluted) 1.90 1.83 175 158
Dividends paid 276,021 241,669 207,803 184,633
Per share of Common Stock 992 860 740 692
As a percent of net earnings 52% A7% 2% 44%
Dividends declared per share of Common Stock 1.024 896 752 704
Average shares outstanding 277,556 280,954 280,796 281,203
Other Financial Data
2008 2005 2004 2003
Net property, plant and equipment 1,422 516 1.282.412 1,142,620 956,180
Total assets 4,661,598 4,394,353 3,166,703 2,527.31
Working capital (3) 454,098 325,283 787,940 §25,797
Debt {4} 1,065,000 1,100,000 90,000 -
Stockholders' equity 2,388,092 2,214,422 2,178,684 1,820,821
Return on average equity 23.0% 23.5% 24.7% 26.7%
Stockholders of record at close af year 40,986 41,105 41,376 40,954
Employees at close of year 15,800 14,800 14,800 12,000
Market price of stock
High 54.54 58.20 55.78 47.12
Low 43.16 50.81 4418 40.84

{t) 2006 and 2005 include restructuring charges related to the North American praduction network of $45,074 ard $40,223, respactively.

12) 2006 includes restructuring charges, net of tax, related 1g the Naorth American production network af $31.011 or $0.11 per share and stock option expense, net of tax, of $23.825 or $0.09 per share; 2005 includes restructuring charges, net of tax, related to the
ludes factory closure gain, ret of tax, of $6.763 or $0.02 per share; and 1997 and 1996 include factory closure costs, aet of tax, of $2,145 or $0.01 per share and $12.990 or $0.05 per

Narth American production network of $27.553 or $0.10 per share; 1998 ing
share, respectively.
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Five-Year Total Stockholder Return

The following graph and table indicate the Company's total stockholder return for the
five-year period ended December 31, 2006, as compared to the total return for the S&P
500 Composite Index and the S&P 500 Packaged Foods & Meats Group Index, assuming a
common starting point of 100,

Please note that the graph and table are five-year historical representations and, as such, are
not indicative of future performance relative to the indices.

Total Stockholder Returns (TSR)

$200

—C— WWY
—{— S&P 500

FI.“l S&P PCKG FOODS & MEATS

350
$0 ; ; T T
2001 2002 2003 2004 2005 2006*
20m 2002 2003 2004 2005 2008
Wrigley 100 108 13 141 138 137
S&P 500 100 78 100 m 117 135
S&P Packaged Foods & Meats 100 103 11 133 122 142

*

Full-year 2006 TSRs were 15.8% for the S&P 500, 16.5% for the S&P Packaged Foods & Meats Index. and -0.6% for Wrig'ay stock.
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Report of Independent Registered Public Accounting Firm

on Internal Control Over Financial Reporting

To the Stockholders and Board of Directors of the Wi, Wrigley )= Company:

We have audited management's assessment, included in the accompanying Manggement's
Report on Internal Conitrol Over Financial Reporting, that the Wm. Wrigley |r Company (the
Company) maintained effective internal control over financial reporting as of December 31,
2006, based on criteria established in Internaf Control—Integrated Frarmework issued by the
Committee of Sponsoring Organizations of the Treadway Coemmission (the COSO criteria).
The Company’s management is responsible for maintaining effective internal control over
financial reporting and for its assessment of the effectiveness of internal control over financial
reporting. Our responsibility is to express an opinion on management's assessment and an
opinion on the effectiveness of the Company's internal control over financial reporting based

on our audit,

We conducted our audit in accordance with the standards of the Public Company
Accounting Oversight Board {United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether effective internal control
over financial reporting was maintained in all material respects. Our audit included obtaining
an understanding of internal contro! over financial reporting, evaluating management’s
assessment, testing and evaluating the design and operating effectiveness of internal cantrol,
and performing such other procedures as we considered necessary in the circurmnstances. We

believe that our audit provides a reasonable basis for our opinion,

A company's internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting principles. A company's
internal control over financial reporting includes those policies and procedures that (1) pertain
to the maintenance of records that, in reasonable detai, accurately and fairly reflect the
transactions and dispositions of the assets of the company; () provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in

accordance with generally accepted accounting principles, and that receipts and expenditures
of the company are being made only in accordance with authorizations of management and
directors of the compary; and (3) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company’s assets that

could have a material effect on the financial staternents.

Because of its inherent limitations, internal control over financial reporting may not prevent
or detect misstatements. Alsg, projections of any evaluation of effectiveness to future periods
are subject to the risk that controls may become inadequate because of changes in conditions,

or that the degree of compliance with the policies or procedures may deteriorate,

In our opinion, management's assessment that the Company maintained effective internal
control over financial reporting as of Decernber 31, 2006 is fairly stated, in ail material
respects, based on the COSQ criteria. Also, in our opinion, the Company maintained, in all
material respects, effective internal control over financial reporting as of December 31,2005,
based on the COSC criteria.

We also have audited, in accordance with the standards of the Public Company Accounting
Oversight Board (United States), the accompanying consolidated balance sheets of the
Company as of December 31, 2006 and 2005 and the related consclidated statements of
earnings, stockholders' equity and cash flows for each of the three years in the period ended
December 31, 2006 and our report dated February 9, 2007 expressed an unqualified

opinion thereon.
ERNST & YOUNG LLP

Chicago, lllincis
February 9, 2007
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Consolidated Balance Sheet

In thousands of doliars and shares

2006 - 2005

ASSETS
Current assats:
Cash and cash equivalents 253,666 257.704
Shart-term investments, at amortized cost 1,100 1,100
Accounts receivable

{less allowance far doubtful accounts:

2006 - $6,431; 2005 - $8,013) 463,231 412,931
Inventorigs;

Finished goods 241,897 213915

Raw materials, work in process ang supplies 351,088 287810

Total inventories 592,985 501,725
Other current assets 170,245 131,617

Total current assets 1,481,227 1,305,077
Deferred charges and other assets 194,382 301,540
Goodwil! 1,147,603 1,094,219
Other intangible assets 415,870 411,165
Property, ptant and equipment, at cost:

Land 78,625 55,882

Buildings and building equipment 77,374 647,479

Machinery and equipment 1,886,018 162923

Total property, plant and equipment 2,682,017 2,332,592
Less accumulated depreciation 1,259,501 1,050,180
Net property, plant and equipment 1,422,516 1,282,412
TOTAL ASSETS 4,661,598 4,394,353

2006 2005

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Commercial paper $ 65,000 100,000
Accounts payable 327.6M 312,954
Accrued expenses 413,942 432,674
Dividends payable 71,106 62,459
income and other taxes payable 149,410 707

Total current liabilities 1,022,129 979,794
Other noncurrant fizbilities 246,377 200,137
Long-term debt 1,000,000 1,000,000

Total fiabilities 2,273,506 2,179.99
Stockholders’ equity;
Preferred Stock - no par value

Authorized: 20,000 shares

Issued: None
Cammon Stock - no par value

Common Stock

Autherized: 1,000,000 shares

Issued: 2006 - 228,945 shares; 2005 - 199,230 shares 14,018 13,274

Ctass B Common Stock - convertible

Autharized: 300,000 shares

Issued: 2006 - 61,606 shares; 2005 - 91,321 shares 1,478 2222
Additional paid-in capital 93,602 37.760
fetained gamings 2,949,705 2,702,947
Common Stock and Class 8 Common Stock in treasury, at cost

2006 - 13,644 shares; 2005 - 12,039 shares {606,045) (513,763)
Accumulated other comprehensive loss {64,666) {28,018)
Total stockholders’ equity 2,388,092 2,214,427
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY § 4,561,598 4,394,353

See accompanying Notes to Consolidated Finangial Statements.
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Consolidated Statement of Stockholders’ Equity

In thousands of dollars and shares

Accumulated
Common Class B Additional Common Gther
Shares Commen Common Paid-in Retained StockIn  Comprehensive Stockholders’
Outstanding Stock Stock Capital Earnings Treasury Loss Equity
BALANCE DECEMBER 31, 2003 184,383 $ 12790 2,706 8,342 2,152,566 (320,450} (35.133) 1,820,821
Net earnings 492,854 492 954
Changes in other comprehensive loss {Note 14) 90,8086 90,806
Dividends to sharehalders {211,155) (211,155)
Treasury share purchases (1,435} (84,985} {84,985)
{ptions exercised and stock awards granted 1,346 1,384 59,348 60,732
Tax benefit related to stock aptions exercised 8,038 8,038
Conversion of Class B Cammon Stock 6,966 464 (464) -
ESOP tax benefit 1.473 1473
BALANCE DECEMBER 31, 2004 191,260 $ 137254 2242 17,764 2,435,838 (346,087} 55,673 2,178,684
Net earnings 517,252 517,252
Changas ir other comprehensive loss {Note 14) {83.691) (83,691)
Dividends to shareholders (251,405) (251,405)
Treasury share purchases (3,388) (231,998} (231,998)
Options exercised and stack awards granted 1,427 10,611 64,322 74,933
Tax benefit related te stock options exercised 9,385 9,385
Cenversion of Class B Common Stack 300 20 (20) -
ESOP tax benefit 1,262 1,262
BALANCE BECEMBER 31, 2005 189,599 $ 13214 22212 37.760 2,702,947 (513,763} {28,018) 2,214 422
Net earnings 529,377 529,377
Changes in other comprehensive loss {Note 14) 73,837 73,837
Adjustment to initially apply SFAS No. 158 {Note 14} {110,485} {110,485}
Gividends to sharehalders (284,661} {284,661)
Treasury share purchases {2,141} {126,112} (126,112
Options exercised and stock awards granted 733 (64) 33,830 33,766
Tax benefit related to stock options exercised 1,011 1,011
Conversion of Class B Comman Stock 29,615 744 (744) -
ESOP tax benefit 2,042 2,042
Share-based payments (Notes 2 and 12) 54,895 54,895
BALANCE DECEMBER 31, 2008 217,806 $ 14018 1,478 93,602 2,949,705 {606,045) {64,666) 2,388,092

See accompanying Notes to Consolidated Financial Statements.
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On December 31, 2006, the Company adopted, SFAS No, 158, "Employers’ Accounting for
Defined Benefit Pension and Other Postretirement Plans — an amendment of SFAS No. 87,
88, 106, and 132(R)"" As further described in Note 15, the funded status of the Company’s
pension and other postretirement plans is recorded as a noncurrent asset and fiability,
respectively. and all unrecognized losses, net of tax, are recorded as 2 component of
accumulated other comprehensive loss within stockholdars' equity at December 31, 2006.

Results for prior periods have not been restated.

The incremental effects of applying SFAS No. 158 on line items in the Consolidated Balance
Sheet at December 31, 2006 were as follows:

Before After

Application  Adjustments Application

Deterred charges and other assets 3 279,90 {85,609) 194,382
Accrued expenses 413,160 782 413,942
Other noncurrent liabilities 222,283 24,094 246,377
Accumulated ather comprehensive {tass) 45,819 (110,485) (64,666)

The adoption of SFAS No. 158 had no effect on net earnings or cash flows.

Foreign Currency Translation

The Company has determined that the functional currency for each associated company,
except for certain Eastern European entities, is its local currency. Some Eastern European
entities use the US. dollar as their functional currency, as a significant portion of their
businesses are indexed to the US. dollar The Company translates the results of operations
of its foreign associated companies at the average exchange rates during the respective periods,
Foreign currency denominated assets and liabilities are translated into US. dollars at
exchange rates in effect at the respective balance sheet dates, resulting in foreign currency
translation adjustments. Foreign currency translation adjustrments are recorded as a separate
compenent of accumulated other comprehensive loss within stockholders’ equity.

Revenue Recognition

Revenue from product sales is recognized when title passes to the customer. Revenue is recorded
net of promotiona! and other allowances, payment discounts and sales returns, which are recognized
as a reduction of revenue at the time of sale or based on the timing of spedific prormotions.

211 ) 1M A

Distribution Costs
The Cormpany dassifies distribution costs, including shipping and handling costs, as cost of sales,

Advertising

The Company expenses all advertising costs in the year incurred. Advertising expense was
$479251 in 2006, $457,709 in 2005 and $436, 148 in 2004,

Research and Development
Al expenditures for research and deveiopment are expensed in the year incurred. Research

and development expense, recorded in selling, general and administrative expense, was
$53.663 in 2006, $42,571 in 2005 and $34,621 in 2004.

Stock-Based Compensation

Prior to january |, 2006, the Company accounted for stock-based compensation under the
recognition and rmeasurement provisions of Accounting Principles Board (APB) No. 25,
"Accounting for Stock Issued to Employees” as permitted by SFAS No. 123,"Accounting for
Stock-Based Compensation.” Effective January 1, 2006, the Company adopted the fair vaive
recognition provisions of SFAS No. [23(R), “Share-Based Payment" using the maodified-
prospective transition method. Under that transition method, compensation cost recognized
in 2006 included compensation cost for all share-based payments granted prior to, but not
yet vested as of January |, 2006, and those granted subsequent to January |, 2006, based on
the grant-date fair value estimate in accordance with the provisions of SFAS No. 123(R),
Additionally, as of the beginning of 20086, the Company required that all employees elect their
long-term stock grant deferral intentions, which effectively declared most long-term stock
grants as equity awards under SFAS No. 123(R) and resukted in reclassifying the previcusty
recognized liability to additional paid-in capital. Resutts for prior periods have not been restated.

Total pre-tax stock-based compensation recognized in the Consolidated Staterment of
Earnings was $49.269, $26,685 and $21,278 and related tax benefit was $15,372, $9,340
and $7.447 for 2006, 2005 and 2004, respectively, Compensation expense recognized in
2006 was due to stock options, fong-term stock grarits, stock awards and restricted stock
awards recorded under SFAS No. 123(R} at fair valye and recognized ratably over the vesting
period, except for stock options issued to retirement-eligible participants, which are recognized
on an acceferated basis. Compensation expense recognized in 2005 and 2004 was due to
long-term stock grants, stock awards and restricted stock awards recorded under APB Na. 25
at intrinsic value and recognized ratably over the vesting period. The following table illustrates
the effect on net earnings and earnings per share for 2005 and 2004, if the Company had
applied the fair value recognition provisions of SFAS No. 123 to share-based compensation,
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net. Prior to the donation, the Company’s investments in marketable equity securities
were held for an indefinite period resufting in unrealized holding gains of $15351 at
December 31, 2004. Unrealized holding gains, net of tax, of $9,979 at December 31, 2004
were included as a companent of accumulated other cormprehensive i0ss in stockholders’ equity.

Deferred Charges and Other Assets

Deferred charges and other assets included deferred compensation assets of $93,200 and
$79,800 at December 31, 2006 and 2005, respectively, and prepaid pension assets(A) of
$107.300 at December 31, 2005,

Accrued Expenses

Accrued expenses at December 31, 2006 and 2005 included $116900 and $135900 of
payroll expenses, respectively.

Other Noncurrent Liabilities

Other noncurrent liabilities included $1 12,500 and $112,100 of deferred compensation
at December 31, 2006 and 2005, respectively, and $89.500 of underfunded pension and
post-retirement benefits(A} at December 31, 2006.

(A) The adoption of SFAS No. 158 changed the presentation of pension balances at
December 31,2006, as disclosed in Pension and Other Post-retirement Plan Benefits,

3. RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In November 2004, SFAS Nao. |51, “Inventory Costs — an amendment of ARB No. 43,
Chapter 4" was issued. SFAS Na. |51 requires abnormal amounts of idle facility expense,
freight handling costs and spoilage to be recognized as current-period charges. It also
_‘ma:_wmm that allocation of fixed production overheads to the costs of conversion be based
an normal capacity of the production facilities. The Company adopted SFAS No. 151 at the
beginning of fiscal year 2006 with no material impact to the financial staterments.

In December 2004, SFAS No. 123(R)."Share-Based Payment” was issued. SFAS No. 123(R)
requires stock-based compensation to be measured based on the grant date fair value of the
awards and the cost to be recognized over the period during which an employee is required
to provide service in exchange for the award. The Company adopted SFAS No. 123(R) at
the beginning of fiscat year 2006. See Notes 2 and 12 for the impact ta the financial staterments.

In December 2004, SFAS No. 153, "Exchanges of Nonmonetary Assets — an amendment of
APB Opinion No. 29" was issued. SFAS No. 153 eliminates the exception from fair value

measurernent for nonmonetary exchanges of similar productive assets and replaces it with an
exception for exchanges that do not have commercial substance. The Company adopted SFAS
No. 153 at the beginning of fisca! vear 2006 with ne material impact to the financial statements.

In September 2006, SFAS No. 1 58, "Employers' Aczounting for Defined Benefit Pension and
Other Postretirement Plans — an amendment of SFAS No. 87, B8, 106, and 132(R)" was
issued. SFAS No. |58 requires the funded status of pension and post-retirerment plans to be
recorded as assets or liabilities and unrecognized gains or losses to be recorded in accumulated
other comprehensive: loss in the balance sheet The Company adopted SFAS |58 for fiscal year
2006. See Notes 2 and 15 for the impact to the financial statements,

tn July 2006, FIN 48, “Accounting for Uncertainty in Income Taxes — an interpretation of FASB
Statement No. 109" was issued, FIN 48 prescribes a recognition threshold and measuremertt
attribute for tax positions. The Company is required to adept FIN 48 at the beginning of fiscal
year 2007 and does not expect any materfal impact to the financial statements.

4. EARNINGS PER SHARE

Basic earnings per share are computed based on the weighted-average number of comman
shares outstanding, excluding any dilutive effects of stock options, restricted stock and
long-term stock grants. Dilutive earnings per share are computed based on the weighted-
average number of common shares outstanding including any dilutive effect of stock options,
restricted stock and long-term stock grants. The dilutive effect of stock options, restricted
stock and long-term stock grants is calculated under the treasury stock method. Earnings per

share were calculated as follows:

F

2006 2005 2004
Met earnings 5 529377 517,252 492,954
Basic shares outstanding 277,556 280,964 280,796
Effect of dilutive securities 843 1.320 1,045
Diutive Common Steck 278,399 282,284 281,841
Net earnings per share:
Basic k3 1.9 1.84 1.76
Diluted 3 1.90 1.83 1.75

Effect of dilutive securities on dilutive Common Stock excludes average outstanding
stock options of 6,195 in 2006, 756 in 2005 and 2,025 in 2004 as these stock options
were antidilutive.
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year and in the aggregate, under operating leases having an original term greater than one
year at December 31, 2006 were as follows:

For The Years Ending

2007 $ 35920
2008 27,150
2009 20,327
2010 15,927
20m 13,925
Thereafter 2177t
Total § 14020

8. FINANCIAL INSTRUMENTS

Derivative Financial Instruments and Hedging Activities

The Company enters into forward exchange contracts and purchases currency options to
hedge against foreign currency exposures of forecasted purchase and sales transactions
between associated companies as well as purchases with outside vendors, In addition, the
Company enters into forward exchange contracts and purchases currency options to
hedge the foreign currency exposures of forecasted future royalty payments from, and net
investments in, associated companies. The Company generally hedges forecasted transactions
over a period of twelve months or less.

On the date a derivative contract is entered into, the Company designates the derivative as
either: (1} a hedge of a recognized asset or liability {a fair value hedge), (2) a hedge of a
forecasted transaction (a cash fiow hedge), or (3) a hedge of a net investment in a foreign
operation (a net investment hedge). The Company formally documents its hedge relationships,
including identification of the hedging instruments and the hedged items, as well as its risk
management objectives and strategies for undertaking hedge transactions. This process
includes linking derivatives that are designated as hedges to specific assets, liabilities or
farecasted transactions. The Company also formaliy assesses, both at inception and at least
quarterly thereafter, whether the derivatives that are used in hedging transactions are highly
effective in offsetting changes in the fair value or cash flows of the hedged item. If it is
determined that a derivative ceases to be a highly effective hedge, the Company discontinues
hedge accounting,

For fair value hedges, the effective portion of the changes in the fair value of the derivative,
along with the gain or loss on the hedged item that is atiributable to the hedged risk, is

recorded in eamings. For cash flow hedges, the effective portion of the changes in the fair value
of the derivative is recorded in accumulated other cemprehensive loss and subsequenttly
reclassified into earnings in the same period or periods during which the hedged transaction
affects earnings, generally within the next twelve months, For net investment hedges, the
effective portion of the change in the fair value of derivatives used as a net investment hedge
of a foreign operation is recorded in foreign currency translation adjustment.

The ineffective portion of the change in fair value of any derivative designated as a hedge is
immediately recognized in other income (expense), net. Ineffectiveness recognized during
2006, 2005 and 2004 was immaterial.

At December 31, 2006, open foreign exchange contracts for a number of currencies,
primarily the Euro, British pound, Polish zloty, Canadian and US. dollars, maturing at various
dates through December 2007, had an aggregate notional amount of $808.424. The aggregate
notional amourit of open foreign exchange contracts at December 31, 2005 was $588,104.
The fair value of open foreign exchange contracts and currency options, as determined by
bank quotes, was a $8,43% and $115 loss recorded in accrued expenses at December 31,
2006 and 2005, respectively.

Fair Value of Other Financial Instruments
The carrying amount of cash and cash equivalents, short-term investments, accounts

receivable, commercia! paper and accounts payable approximate fair vaiue.

Q9. COMMON STOCK

On April 4, 2006, the Comparny's stackholders authorized a one-time stock dividend of
one share of Class B Common Stock for each four shares of Common Stack issued and
one share of Class B Common Stock for each four shares of Class B Commeon Stock
issued. In connection with the distribution of Class B Common Stock to holders of both
Common Stock and Class B Commeon Stack, cash payments were made in lieu of issuing
any fractional shares of Class B Common Stock, All share information included herein has
been adjusted to reflect the stock dividend. The Company distributed the one-time stock
dividend on May |, 2006.

In addition to its Common Stock, the Company has Class B Common Stock outstanding.
Each share of Class B Common Stock has ten votes, is restricted as to transfer or other
disposition, is entitled to the same dividends as Common Stock. and is convertible at any
time into one share of Common Stock.
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On April |, 2004, the Company completed its transaction with Agrelimen, a privately-held
Spanish conglomerate, to acquire certain confectionery businesses of the Joyco Group. Cash
consideration, including direct acquisition costs, totaled $265,000, net of cash acquired. This
transaction strengthened the Company's operations in key geographies such as Spain, india
and China through 2 broader confectionery brand portfolio, access to additional distribution
channels and enhanced manufacturing capabilities. These opportunities, along with the synergies
from combining the operations of the Company with those of the Joyco Group, were key
factors associated with the determination of the purchase price and related goodwill. The
results of operations for the businesses acquired have been included in the consolidated
financial resufts of the Company since April 1,2004.

Subsequent 1o December 31, 2006, the Company acquired an 80% interest in A. Korkunow,
a privately held premium chocolate company in Russia, for approximately $300,000, with the
remaining 20% to be acquired over time.

Acquisitions ~ Pro Forma Financial Statements

Results of operations of the acquired Kraft Foods Global, inc.and Joyco Group confectionery
assets are included in the Company's Consolidated Financial Staternents from their respective
dates of acquisition. The following table includes the unaudited pro forma combined net
sales, earnings and earnings per share for 2005 and 2004, as if the Company had completed
the acquisitions of the Kraft Goods Global, Inc. confectionery assets and the Joyco Group
confectionery businesses as of January !, 2004,

In determining the unaudited pro forma amounts, income taxes, interest expense and
depreciation and amortization of assets have been adjusted to the accounting base recognized
for each in recording the combinations.

2005 2004

Net sales $ 4372864 4,156,791

Net eamnings § 519217 485,773
Net earnings per share:

Basic $ 1.85 1.77

Diluted $ 1.84 1.76

The pro forma results are not necessarily indicative of what actually would have occurred if
the acquisitions had been completed as of the beginning of 2004, nor are they necessarily
indicative of future consolidated results,

11. RESTRUCTURING

During the second quarter of 2005, the Company announced plans to restructure its North
America production network in order to maximize supply chain efficiencies. As a result, the
Company closed its chewing gum plant in Chicago, Minois and its LA, Dreyfus gum base
subsidiary in Edison, New Jersey, transferring production to remaining facilities. The Company
is in the process of preparing the properties for sale,

The aggregate charges to the Company's net earnings to close and reconfigure its facilities
are expected to be approximately $95.900 on a pre-tax basis, of which $85297 had been
incurred at December 31, 2006 including $40,223 incurred in fiscal year 2005. The
restructuring costs relate primarily to enhanced early retirement prograrns, severance,
facility closure and accelerated depreciation resuiting from the decreased useful lives of
certain assets, as well as start-up costs related to the transfer of production. Of the total
restructuring costs, the Company expects to incur approximately $81,000 in the North
America segment and $14.500 in the All Other segment,

Employee  Accelerated Closure Other

Separation Depreciation Costs Costs Total
Estimated restructuring charge $ 39,500 29330 23200 3870 95300
Accrued Balance at December 31, 2004  § - - - - -
Charge to expense 29,664 9,954 6 599 40,223
Cash payments (1.064) - {6) - (1,070
Noncash utilization {B) {22,051} (9,954) - - (32,005}
Accrued balance at December 31,2005 § 6549 - - 589 7,148
Charge to expense 8,353 19376 14656 2689 45074
Cash payments (4,944} — {14505) (3.288) (22.737)
Noncash utilization - (19.376) - - {19,376)
Accrued balance at December 31,2006 § 9,958 - 151 - 10,109
Cumulative restructuring charge $ 38017 29330 14662 3288 85297

(B) Noncash employee separation relates to pension and post-retirement benefits,

All expenses are recorded as restructuring charges in the Consolidated Statement of
Earnings. The Company has incurred a cumulative charge for all activities to date at
December 31, 2006 of $85,297, including $71,206 in the North America segment with the
remaining $14.091 in the All Other segment. The Company incurred a $45,074 charge for
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The table below summarizes the key assumptions used in the Black-Scholes model to

calculate the fair value of stock options:

Interest Ratg Dividend Yield Expected Volatility Expacted Lifs
2006 4.96 % 2.20% 135 % 6 years
2005 388 % 162 % 185 % B years
2004 433 % 1.34 % 200 % 6 years

The risk free interest rate is based on US. Treasury yields with a remaining term that
approximates the expected life of the options granted. The dividend yield is based on the
current dividend yield at the time of the grant. The expected volatility is based on the
historical six year monthly average of the Company's Common Stock from the date of grant.
The expected life is based on consideration of the term and vesting period.

Cash received from the exercise of stock options was $26.381, $66,102 and $56.576 for
2006. 2005 and 2004, respectively, and is included in Common Stock Issued in the
Consolidated Statement of Cash Flows, The intrinsic value of stock options exercised was
$4.639, 526,826 and $22,966 in 2006, 2005 and 2004, respectively.

During 2006, 2005 and 2004, the Cempany awarded 74, 65 and 65 stock awards with an
aggregate fair value of $3821, $3 557 and $2.929, respectively.

The total remaining unearned compensation related to all share-based compensation at
December 3!, 2006 was $78,384 and will be amortized over a weighted average remaining

service period of 2.6 years,

13. INCOME TAXES

Income taxes are based on pre-tax earnings, which were distributed geographically as follows:

2006 2005 2004

Domestic $ 90,835 140,762 193.017
Foreign 678,212 613,898 527,479
§ 769,047 754,660 720,496

Reconciliation of the provision for income taxes computed at the US. federal statutory rate
of 35% to the reporied provision for income taxes is as follows:

2006 2005 2004

Provision at U.S. federal statutory rate $ 269,168 264131 262,173
State taxes — net 2,272 4134 3844
Foreign tax rates {51,893} {35.767) {25,149)
Tax credits {6,090) {4,546} (2.851)
Other — net 26,215 9556 (475)
3 239,670 237,408 227542

The other-net in 2006 included income tax expense of $19,180 for US. tax expense related
to planned future dividends of 2006 foreign eamings reflecting increased dividend requirements
from foreign subsidiaries. The othernet in 2005 included the incremental income tax expense
of $5,500 due o the repatriation of foreign earnings.

The components of the provisions for income taxes were:

Current Deferred Total
2006
Federal 3 14,871 5,305 20,176
Foreign 217,650 14,927) 212,723
State 6,630 14 6,771
£ 239 519 wa‘mqﬂ
2005
Federal $ 16,469 7,570 24,039
Foreign 207 451 (1.275) 206,176
State 7.392 {199} 7,193
$ 231,312 6,096 237,408
2004
Federal $ 45,476 (3,228) 42,248
Foreign 182,157 {3.277} 178,880
State 6,213 201 6,414

$ 233846 (6,304) 227,542
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Tne following table surnmarizes unrealized gains and (losses) recognized in accumulated
other comprehensive loss at December 3 1;

2006 2005

Foreign currency translation adjustment 8 49,963 {27,633}
Loss on derivative contracts {4,144) {385)
Unrecognized pansion and post-retirement losses {110,485} -

b3 {64,666) (28.018)

15. PENSION AND OTHER POST-RETIREMENT PLANS

The Company maintains noncontributory defined benefit plans covering substantially all of
its employees in the U.S. and in certain other countries. Retirement benefits are a function of
years of service and the level of compensation generally for the highest three consecutive
salary years occurring within ten years prior to an employee’s retirement date, depending
on the plan. The Company's policy is to fund within statutory limits to provide benefits
earmed to date and expected to be eamed in the future. In the US, to the extent that an
individual's annual retirement benefit under the plan exceeds the limitations imposed by the
Internal Revenue Code, as amended, and the regulations thereunder, such excess benefits
may be paid frorm the Company’s non-qualified, unfunded, noncentributory supplemental

retirement plan.

In acdition, the Company maintains certain post-retirement plans, primarily in the US. but
also in certain other countries, which pravide limited health care benefits on a contributory
basis and life insurance benefits. The costs of these post-retirement benefits are provided for

during the employee's active working career,

The measurement date used for plans that make up the majority of the plan assets and
benefit obligations for both pension and post-retirement is December 31.

The following table summarizes assets and {liabilities) recognized in the Consalidated

Balance Sheet at December 31:

Pension Post-retirement Total
_2006) 2005 [ 2006 ) 2005 [ 2008) 2005
Norcurrent assets % 4300 | 107,300 700 - 5,000 | 107,300
Current liabilities {400} - {400} - (800) -
Noncurrent liabilities {60,200) | (8.100) {29,300) | {10,500) (89,500) | (18,600}
$ (56,300) | 99,200 (23,000 | (10,500} (85,300) | 88,700

See Note 2 regarding the adoption of SFAS No. |58 and its effect on the presentation of
pension and post-retirement halances on the Consolidated Balance Sheet.

The following table summarizes gains and {losses) net of tax recognized in accumulated
other comprehensive loss at December 31, 2006:

Pension Post-retirement Total
Net actuarial loss $ (95678} (12.788) (108,468 )
Prior service cost {4,240) 1,018 (3,222)
Transition asset 1,203 - 1,203
$ (98,715} (11,770} (110,485)

The estimated net actuarial losses, prior service costs and transition assets that will be
amortized from accumulated other comprehensive loss into net periodic benefit cost {benefir)
during 2007 are $5,700, $2,000 and ($200), respectively.
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US. pension plan asset allocations by category at December 31,2006 and 2005, and target Early retirement programs were offered to certain employees at LS. production facilities in
allocations for 2007 are as follows; 2005 and 2004. For 2005, these costs were refated to the restructuring of the North
American production network.

Asset Category Percentage of Plan Assets Target Allocation
2006 2005 2007 . . I
Assumptions used to determine benefit obligations at the end of the vear for the US. and
Equity securities 65% 60% 55-65%

non-L15. defined benefit plans were as follows:

Fixed income secu 31% 36% 35-45%
Real stan i "~ "% 0-10% U.S. PLANS NON-U.S. PLANS
eal estate securities b - ]macm 2005 ]mcom 2005
Total 100% 100% 100% Discount rates 575% | 550% | 375540% | 425525%
Naen-US. pension plan asset allocations by category at December 31, 2006 and 2005, and Rates of increase in compensation levels 425% | 425% 300-4.25% |  3.00-4.25%
target allocations for 2007 are as follows:
Assumptions used to determine net costs for the US. and non-US, defined benefit plans
Asset Category Percentage of Plan Assets Target Allocation i
were as follows;
2006 2005 2007
Equity securities 48% 18% 50-65% . _US.PLANS __ NON-US.PLANS
o - 2006 ]2005 2004 2006 2005 2004
Fixed income securities 34% 34% 20-30%
N Discount rates 5.50% | 575% B6.25% 425-540% | 4256.25% 5.00-5.50%
Real estate securities 3% 3% 5-10%
0 Long-term rates of
Other 15% 15% 10-20% retumonplanassets | 825% | 8.50% 875% | 4.25-7.00% | 5257.50%  550.750%
Total 100% 100% 100% Rates of increase in
compensatian levels 4.25% | 4.29% 4.25% 3.00-4.25% | 3.00-425% 3.00-450%

The componerts of net periodic benefit cost were as follows:

U.S. PLANS NON-U.S. PLANS Estimated future benefit payments for the Company's pension plans, which reflect expected
20060 2005 2004 2006 ) 2005 2004 future service, as appropriate, are as follows:

Service cost $ 16,100 | 13900 12,000 |§ 13,200 | 10,800 8,700 For The Years Ending U.S. PLANS NON-U.S. PLANS
Interest cost 26,200 | 24400 23,700 12700 | 12000 10,200 2007 3 23.000 s 7.800
Expected retusn on plan assets {32,400 | {29,800} (27.000) (16,100) | {11,900} {10,400} 2008 23300 8,000
ﬁﬁ”ﬂ% Mmﬂﬁméaﬂa - - - (300} (300)  (300) 2009 23,500 7.700
Prior service costs recognized 2,000 2100 2100 200 200 200 w0 23,800 8,800
Recognized net actuarial loss 5,600 4200 2600 2500 2400 1,700 20m 24,300 9.000
Early retirement program - | 10100 6800 - - - 202201 137,200 51,400
Curtailment charge - 400 - - - -

Other pension plans - -~ - 1,800 1,900 2,000

Net periodic benefit cost 3 17500 | 25300 19600 |S 14,000 15,100 12,100
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Estimated future benefit payments for post-retirement benefit plans, which reflect expected
future service, as appropriate, are as follows:

Fot The Years Ending

2007 $ 4,800
2008 5,100
2008 5,500
2010 5,600
201 5,800
2012-2016 29,500

Defined Contribution Plans

In addition to the defined benefit plans described above, the Company also sponsors defined
contribution pians within the U.S. and in certain other countries. The US. plan covers fuli-time
and part-time employees and provides for contributions up to 4.8% of salary, based on
employee contribution. Defined contribution plan expense was $16,536, $13,770 and
$9.716 in 2006, 2005 and 2004, respectively.

Addttionally, on fanuary |, 2002, the Company formed an Employee Stock Ownership Plan
(ESOP) within the defined contribution plan for US. based employees. The primary purpose
of the ESOP is to acquire and hold Company shares credited to Wrigley Savings Plan
participants’ accounts as a result of employee contributions and Company matching
program contributions. Comparny matching program contributions may be in the form of
cash, treasury shares or authorized, unissued shares. Tha ESOP s a non-leveraged plan and
all shares held are allocated to plan participants. Dividends on Compary shares held by the
ESOP are charged to retained earnings. The number of shares held by the ESOP at
December 31, 2006 and 2005, was 4.222 and 5.298, respectively.

16. SEGMENT INEORMATION

Management organizes the Company's chewing gum and other confectionery business
based principally on geographic regions. Descriptions of the Company’s reportasle segments

are as follows:
* North America — These operations manufacture and market gum and other confectionery
products in the U.S, and Canada.

* EMEAI -These operations manufacture and market gum and other confectionery preducts
principally in Europe as well as in the Middle East, Africa and India.

* Asia - These operations manufacture and market gum and other confectionery products
in a number of Asian geographies, including China, Taiwan and the Philippines.

* Other Geographic Regions — These operations manufacture and market gum and other
confectionery products in the Pacific and Latin American regions.

Inforrnation by segment is as follows. The 2005 and 2004 amounts have been reclassified to
compare to 2006 presentation:

Net Sales 2006 2005 2004
North America $ 1,752,289 1.535.020 1,279,667
EMEAI 2,070,366 1,894,364 1,761,866
Asia 622,853 506,171 401,649
Other Geographic Regions 180,153 163,556 155,430
All Qther 60,350 60,195 49,980
Total Net Sales £ 4686011 4,159,306 3,648,592

All Other net sales consist primarily of sales of gum base.
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STOCKHOLDER INFORMATION

STOCKHOLDER INQUIRIES

Any inquiries about your Wrigley stockholdings shauld be directed to:

Stockholder Relations

Wm. Wrigley Jr. Company
410 North Michigan Avenue
Chicago, IL 6061 |
|-800-874-0474

You can access your Wrigley stock account information via the Internet at the following

address—www.computershare.com/wrigley.

Additional information about the Wrigley Company can be found on the Internet at

www.wrigley.com,

CAPITAL STOCK

Common Stock of the Wm. Wrigley Jr Company (WWY) is traded an the New York and
Chicago Stock Exchanges,

Class B Common Stock, issued to all stockholders of record on April 4, 1986 and also pursuant
to the stock dividend paid in shares of Class B Common Stock to all stockholders of record
on April 17,2006, has restricted transferability, is not listed on any stock exchange and is not
freely traded. It is at all times convertible on a share-for-share basis into Common Stock and,
once converted, is ireely transferable and publicly traded. Class B Comsmon Stock also has the
same rights as Common Stock with respect to cash dividends and treatment upen liquidation.

DIVIDENDS

Regular quarterly dividends are paid in advance on the first business day of February, May,
August and November with the record date far each payment falling on or about the !5th
of the prior menth.

DIRECT STOCK PURCHASE AND DIVIDEND REINVESTMENT PLAN

Computershare Trust Company, N.A. sponsors and administers a direct stock purchase and
dividend reinvestment pian, the Computershare Investment Plan for Wm. Wrigley Jr
Company. The plan provides a simple, convenient and aflordable way to invest funds and
reinvest dividends in shares of Wrigley Common Stock. Both registered holders and new

investors may purchase Common Stock through the plan.
Approximately 75% of the Cormpany's stockholders of record participate in the plan,

If your shares are held in street name by your broker and you are interested in participating in
the Computershare Investrent Plan, you may have your broker transfer the shares electronically
to Computershare Trust Comparty, N.A,, through the Direct Registration System.

For more details on the Direct Stock Purchase and Dividend Reinvestment Plan, please contact
the plan administrator, Computershare Trust Compary NA, or visit the Investor Relations
Section of our Company's website at www.wrigley.com to download the plan brochure.

CONSOLIDATION OF MULTIPLE ACCOUNTS

To avoid recaiving duplicate mailings, stockholders with more than one Wrigley account may
want to consolidate: their shares. For more information, please contact the Company.

ELECTRONIC RECEIPT OF PROXY MATERIALS AND PROXY

If you are a stockholder who would like to receive your copies of the annual report and proxy
statement viz the Internet in the future, you need to complete an online consent form,

Stockholders of record can go directly to the Computershare form at —
www.econsent.com/wwy — or link 1o the form through the Wrigley web site.

"Street name"” stockholders, holding their shares in a bank or brokerage account, should go
to the Wrigley web site—www.wrigley.com —and complete the form they find under
Stockholder Services in the Investor Relations Section.
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CORPORATE FACILITIES AND PRINCIPAL ASSOCIATED COMPANIES

*Denotes production facility
#Operations terminated in 2006

CORPORATE HEADQUARTERS

Wrigley Building

410 North Michigan Avenue

Chicago, lllinois 606 |

www.wrigley.com

PRINCIPAL ASSOCIATED COMPANIES

DOMESTIC

Wrigley Manufacturing Company, LLC
Chattanooga, Tennessee*
Chicago, lllinois* #
Gainesville, Georgia*
Yorkville, lllinois*

Four-Ten Corporation#
Chicago, lllinois

Wrigley Sales Company
Chicago, lllinois

LA. Dreyfus Company*#
Edison, New Jersey

Northwestern Flavors, LLC*
West Chicago, lllincis

INTERNATIONAL
The Wrigley Company Pty. Limited*
Sydney, Australia

Wrigley Austria Ges.m.b.H.
Satzburg, Austria

UAB Wrigley Baltics
Vilnius, Lithuania

Wrigley Bulgaria EOOD
Sofia, Bulgaria

Wrigley Canada*
Ontario, Canada

Wrigley Confectionary
(China) Ltd*

Guangzhou, Guangdong,
People’s Republic of China

Wrigley Confectionary (Shanghai)
Company Ltd.*

Shanghai, People’s Republic of
China

Wuzhou Cafosa Gum Led. *#
Wuzhou City. Guangxi,
People's Republic of China

Wrigley Croatia d.o.o.
Zagreb, Croatia

The Wrigley Company Limited*
Plymouth, England, UK.

Wrigley France SN.C.*
Biesheim, France

Wrigley S.AS,
Paris, France

Wrigley G.m.b.H.
Munich, Germany

The Wrigley Company
(H.K.) Limited
Hong Kong

Wrigley Hungaria, Kft.
Budapest, Hungary

Wrigley India Private Limited
Bangalore, Karnataka, India*
Baddi, India*

Wrigley Israel Ltd.
Herzeliya-Pituach, Israel

Wrigley Icalia, Srl.
Aprilia, Italy

PT Wrigley Indonesia
Jakarta, Indonesia

Wrigley & Company Ltd., Japan
Tokyo, Japan

The Wrigley Company
(East Africa) Limiced*
Nairobi, Kenya

The Wrigley Company
(Malaysia) Sdn. Bhd.
Kuala Lumpur, Malaysia

Wrigley Mexico $.de R.L.
de CV (Mexico)*
Silac, Guanajuato, Mexico

The Wrigley Company
(N.2Z.) Limited
Auckland, New Zealand

Wrigley s.ro.
Prague, Czech Republic

Wrigley Scandinavia AS
QOsle, Norway

The Wrigley Company
{(PN.G)) Ltd.
Port Moresby, Papua New Guinea

Wrigley Philippines, Inc.*
Antipolo City, Philippines

Wrigley Poland Sp. z0.0.¥
Poznan, Poland

Wrigley Romania Produse
Zaharoase SRL
Bucharest, Romania

QOO Wrigley
Moscow, Russia
St. Petersburg, Russia*

Wrigley d.o.o. Beograd
Belgrade, Serbia

Wrigley Slovakia s.r.o.
Banska Bystrica, Slovakia

Wrigley do.c.
Ljubljana, Slovenia

The Wrigley Company
South Africa (Pty} Limited
Johanesburg, South Africa

Cafosa Gum, SA*
Santiga, Spain

Wrigley Co., S.AU.
Barcelona, Spain

Wrigley Scandinavia AB
Stockholm, Sweden

Wrigley Taiwan Limited*
Taipei, Taiwan, RO.C.

Wrigley Middle East, FZCO
Dubai, United Arab Emirates

Wrigley Ukraine, TzoV
Kiev, Ukraine
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Wi Whiglay e Corpry

www.wrigley.com

) Wigley's Annual Report to Stockholders 1s prnted on McCoy Sitk, 10% recycled fiber, and CLASSIC® Laid, 100% post-consumer, recycted fiber




