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Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes © No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes © No x

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to Form 10-K.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer x Accelerated filer © Non-accelerated filer ~
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes ™ No x

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant based upon the closing price of
the registrant s stock, as quoted on the Nasdaq National Market System on December 29, 2006, the last business day of the registrant s most
recently completed second fiscal quarter, was $1,218,555,438.

As of January 23, 2008, there were 40,089,863 shares outstanding of the registrant s Common Stock, par value $.01 per share.

Documents Incorporated by Reference: None
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Explanatory Note

This Annual Report on Form 10-K for our fiscal year ended June 30, 2007 (the 2007 Form 10-K ), includes restatements of our consolidated
balance sheet as of June 30, 2006 and our consolidated statements of operations, stockholders equity, and cash flows for each of the fiscal years
ended June 30, 2006 and 2005.

This restatement is a result of an independent investigation of our historical stock option granting processes and related accounting conducted by

a group of four of our independent directors ( Independent Directors ), with the assistance of independent counsel. The investigation included a
review of options granted by the Company from its initial public offering in November 1993 through May 6, 2005, the last date on which stock
options were granted. The investigation did not include options granted by companies acquired by us prior to the acquisitions. Based on the

findings of the investigation, corrections to our consolidated financial statements were required to reflect additional charges for stock-based
compensation expenses and related income tax effects. This restatement is more fully described in Note 3, Restatement of Consolidated

Financial Statements, to the consolidated financial statements and in Item 7, Management s Discussion and Analysis of Financial Condition and
Results of Operations. This 2007 Form 10-K also reflects the restatement of Selected Financial Data in Item 6 for the fiscal years ended June 30,
2006, 2005, 2004 and 2003.

We have not amended our previously filed Annual Reports on Form 10-K or Quarterly Reports on Form 10-Q for the periods affected by this
restatement. The financial information that has been previously filed or otherwise reported for these periods is superseded by the information in
this Annual Report on Form 10-K.

PART I

THE HAIN CELESTIAL GROUP, INC.

Item 1. Business.
Unless otherwise indicated, references in this Annual Report to 2007, 2006, 2005 or fiscal 2007, 2006, 2005 or other years refer to our fiscal
year ended June 30 of that year and references to 2008 or fiscal 2008 refer to our fiscal year ending June 30, 2008.

General

The Hain Celestial Group, Inc. and its subsidiaries (collectively, the Company , and herein referred to as we , us ,and our ) manufacture, market,
distribute and sell natural and organic food products and natural and organic personal care products under brand names which are sold as

better-for-you products. We are a leader in many of the top natural food categories, with such well-known food brands as Celestial Seasoniffgs
Hain Pure Foods®, Westbrae Natural®, WestSoy®, Rice Dream®, Soy Dream®, Imagine®, Walnut Acres Organic®, Ethnic Gourmet®, Rosetto®,
Little Bear Organic Foods®, Bearitos®, Arrowhead Mills®, Health Valley®, Breadshop &, Casbah®, Spectrum Naturals®, Spectrum Essentials®,
Hollywood®, Garden of Eatin®, Terra®, Harry s Premium Snack®, Boston s The Best You ve Ever Tasféd_ima®, Grains Noirs , Natunfi, Yves
Veggie Cuisine®, DeBoles®, Earth s Best, Nile Spice®, Linda McCartney® (under license), Realeat®, Granose®, TofuTown® and WhiteWave®
(under license, with a term of 12 months expiring in June 2008). The Company s principal specialty product lines include Este® sugar-free
products and Alba®. Our natural personal care products line is marketed under the Avalon Organics®, Alba Botanica®, JASON®, Zia®, Orjene®,
Shaman Earthly Organics®, Heather &, Queen Helene®, Batherapy®, Shower Therapy®, Footherapy® and TenderCare® brands. Our natural and
organic antibiotic-free chicken is marketed under the FreeBird brand and our antibiotic-free turkey is marketed under the Plainville Farms®
brand. We operate in one segment, the sale of natural and organic products, including food, beverage and personal care products. See Notes 1
and 18 to the Consolidated Financial Statements included in Item 15 of this Form 10-K for additional information about segments, as well as
information about our geographic operations.

Our products are sold primarily to specialty and natural food distributors and are marketed nationally to supermarkets, natural food stores, and
other retail classes of trade including mass-market retailers, drug stores, food service channels and club stores. During 2007, 2006 and 2005,
approximately 46%, 47% and 47%, respectively, of our
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revenues were derived from products manufactured within our own facilities. The remaining 54%, 53% and 53%, for 2007, 2006 and 2005,
respectively, of our revenues were derived from products which are produced by independent manufacturers ( co-packers ) using proprietary
specifications.

The Hain Celestial Group, Inc. was incorporated in Delaware in 1993. Our worldwide headquarters office is located at 58 South Service Road,
Melville, New York, 11747. Since our formation, we have completed a number of acquisitions of companies and brands. In the last three fiscal
years, we have acquired the following companies and brands:

On June 8, 2007 we acquired the tofu and meat-alternative business of WhiteWave Foods Company. The product line includes baked and
grilled tofu, seitan, tempeh and other traditional tofu items which are sold under the TofuTown® and WhiteWave® (under license) brand
names.

On January 11, 2007 we acquired Avalon Natural Products, Inc., including the Avalon Organics® and Alba Botanica® brands, a leader in
the natural personal care products category in the areas of skin care, hair care, bath and body and sun care.

On December 8, 2006 we acquired the business and certain assets of Haldane Foods Limited, a producer of meat-free food and non-dairy
beverage products.

On June 12, 2006 we acquired the Linda McCartney® brand (under license) and the frozen meat-free business from the H.J. Heinz
Company, L.P. ( Heinz ) including a manufacturing facility based in Fakenham, England.

On April 30, 2006 we acquired the fresh prepared food business based in Luton, England from Heinz.

On March 3, 2006 we acquired the business and assets of Para Laboratories, Inc., including the Queen Helene®, Batherapy®, Shower
Therapy® and Footherapy® brands of skin care, hair care, and body care products for professional and personal use.

On December 16, 2005 we acquired Spectrum Organic Products, Inc., a leading manufacturer and marketer of natural and organic culinary
oils, vinegars, condiments and butter substitutes under the Spectrum Naturals® brand and nutritional supplements under the Spectrum
Essentials® brand.

On July 1, 2005 we acquired a 50.1% controlling interest in Hain Pure Protein Corporation, which specializes in natural and organic
antibiotic-free poultry.

On April 4, 2005 we acquired Zia Cosmetics, Inc., including the Zia® Natural Skincare brand, a leader in therapeutic products for healthy,
beautiful skin sold mainly through natural food retailers.
In addition, in August 2007 we acquired the assets and business of Plainville Turkey Farm, Inc. through Hain Pure Protein Corporation.
Plainville is a leading supplier of natural and antibiotic-free whole turkeys and deli turkey products, under the Plainville Farms® brand, to the
natural and grocery channels in the Northeast and Mid-Atlantic regions.

In December 2007 we acquired TenderCare International Inc. TenderCare is a marketer and distributor of chlorine-free and gel-free natural
diapers and baby wipes under the TenderCare® and Tushies® brand names.
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Our brand names are well recognized in the various market categories they serve. We have acquired numerous brands since our formation (in
addition to those mentioned above), and we will seek future growth through internal expansion as well as the acquisition of complementary
brands.

Our overall mission is to be a leading marketer and seller of natural and organic food products and natural personal care products by anticipating
and exceeding consumer expectations and providing quality, innovation, value and convenience. Our business strategy is to integrate all of our
brands under one management team and employ a uniform marketing, sales and distribution program. We capitalize on the brand equity and the
distribution achieved
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through each of our acquired brands with strategic introductions of new product lines that complement existing product lines to enhance
revenues and margins. We believe that by integrating our various brands, we will achieve economies of scale and enhanced market penetration.
We consider the acquisition of natural and organic food companies and product lines as an integral part of our business strategy. To that end, we
do, from time to time, review and conduct discussions with acquisition candidates.

As of June 30, 2007, we employed a total of 2,131 full-time employees. Of these employees, 143 were in sales and 1,308 in production, with the
remaining 680 employees filling management, accounting, marketing, operations and clerical positions.

Products
Grocery

We develop, manufacture, market and distribute a comprehensive line of branded natural and organic grocery products in numerous categories
including non-dairy beverages (such as soy, rice and oat) popcorn cakes, cookies, crackers, flour and baking mixes, hot and cold cereals, pasta,
baby food, condiments, cooking and culinary oils, granolas, granola bars, cereal bars, canned, aseptic and instant soups, chilis, packaged grain,
nut butters and nutritional oils, juices, frozen desserts, pastas and ethnic meals, as well as other food products. Our Hain®, Westbrae Natural®,
WestSoy®, Imagine®, Rice Dream®, Soy Dream®, Walnut Acres Organic®, Ethnic Gourmet®, Bearitos®, Arrowhead Mills®, DeBoles®,
Rosetto®, Ethnic Gourmet®, Health Valley®, Hollywood®, Casbah®, Spectrum Naturals®, Spectrum Essentials®, Breadshop &, Nile Spice®,
Earth s Be§tand Lima® brands comprise this full line of natural or organic grocery products. We are a leader in many of the top natural food
categories. Natural foods are defined as foods that are minimally processed, largely or completely free of artificial ingredients, preservatives, and
other non-naturally occurring chemicals, and are as near to their whole natural state as possible. Many of our products are also made with
organic ingredients that are grown without dependence upon artificial pesticides, chemicals or fertilizers. Grocery products accounted for
approximately 51% of total net sales in 2007, 51% in 2006, and 55% in 2005.

Snacks

We develop, manufacture, market and distribute a full line of branded snack products including a variety of potato and vegetable chips, organic
tortilla style chips, pretzels and popcorn under the Terra®, Garden of Eatin®, Little Bear Organic Foods®, Boston s The Best You ve Ever Tasfd
Bearitos® and Harry s Premium Snack® names. Terra® natural snack food products consist of varieties of potato chips, sweet potato chips and
other vegetable chips. Garden of Eatin® natural snack food products consist of organic tortilla chip products and other snacks. Boston s The Best
You ve Ever Tasted Popcorn and Harry s Premium Snakproducts consist of popcorn, potato chips, tortilla chips and other snack food items.
Snacks accounted for approximately 11% of total net sales in 2007, 13% in 2006 and 14% in 2005.

Teas and Coffees

Our tea products are 100% natural and are made from high-quality, natural flavors and ingredients and are generally offered in 10, 20 and 40
count packages. We are the leading manufacturer and marketer of specialty tea in North America. Our teas are sold in mass-market retailers,
grocery, natural foods and other retail stores. We develop flavorful, unique blends with attractive, colorful and thought-provoking packaging.
Our products include herb teas such as Sleepytime®, Lemon Zinger®, Peppermint, Chamomile, Mandarin Orange Spice®, Cinnamon Apple

Spice , Red Zing&, Raspberry Zinger®, Tension Tamer®, Country Peach Passion® and Wild Berry Zinger®, a line of green teas, a line of
wellness teas, a line of organic teas, a line of specialty black teas, chais and our new line of Go Stix for kids. In early fiscal 2008, we introduced
our new Saphara super premium teas, which are certified fair trade and organic, whole leaf teas in a pyramid tea bag. Our tea products include
over 90 flavors made from 100% natural ingredients. The types of teas offered include herb, red (rooibos), honeybush, white, green, black and
chai. Our teas are offered both with and without caffeine. We also offer Cool Brew iced teas and natural ciders. Tea beverages accounted for
approximately 10% of total net sales in 2007, 14% 2006 and 16% in 2005.
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In addition to our traditional tea products, in fiscal 2008 we expanded our offerings to include a new line of Celestial Seasonings Coffee,
consisting of five certified fair trade and organic, whole bean blends.

Personal Care Products

We develop, manufacture, market and distribute a full line of personal care products including skin care, hair care, body care, oral care, and
deodorants under the Avalon Organics®, Alba Botanica®, JASON®, Earth s Best Organi® Baby Body Care, Zia®, Orjene®, Shaman Earthly
Organics®, Queen Helene®, Batherapy®, Shower Therapy®, Footherapy® and TenderCare® brands. Our personal care products are sold in
mass-market retailers, grocery, natural foods and other retail stores. We also manufacture and market a brand of natural cleaning products under
the Heather % brand. Personal care products accounted for approximately 10% of total net sales in 2007, 6% in 2006, and 5% in 2005.

Other
Meat Alternative Products

We manufacture, market and distribute a full line of soy protein meat alternative products under the Yves Veggie Cuisine® brand name including
such well-known products as The Good Dog®, The Good Lunch and The Good Slic8, among others. We produce a line of tofu products which
are sold under the TofuTown® and WhiteWave® (under license) brand names. We also manufacture, market and distribute a full line of
meat-free frozen products with the Linda McCartney® (under license), Realeat® and Granose® brands. Meat alternative products provide
consumers with the health benefits of soy without the health concerns associated with traditional meat products. Our meat alternative products
and other meat-free ingredients include veggie burgers, veggie wieners, veggie slices, veggie entrees, veggie ground round and veggie skewers.
Our Yves Veggie Cuisine® meat alternative brand operates from our facility in Vancouver, British Columbia in Canada. Our TofuTown® and
WhiteWave® brands are produced in our Boulder, Colorado facility. Our Linda McCartney®, Realeat® and Granose® brands operate from our
facility in Fakenham, England.

Fresh

We process, market and distribute fresh prepared foods from our facility in Luton, England, and from our Grains Noirs facility in Brussels,
Belgium. Products include fresh organic sandwiches, appetizers and full-plated meals for distribution to retailers, caterers, and food service
providers, such as those in the transportation business.

We process natural and organic, antibiotic- and hormone-free chickens marketed and distributed to natural food stores, supermarkets and food
service providers under the FreeBird brand. We have expanded our offerings to include antibiotic-free turkeys and turkey deli products with the
August 2007 acquisition of the Plainville Farms® brand.

Medically-Directed and Weight Management Products

Our Estee® and Featherweight® brands market and distribute a line of sugar-free, fructose-sweetened and low-sodium products targeted towards
diabetic and health conscious consumers and persons on medically-restricted diets.

We continuously evaluate our existing products for quality, taste, nutritional value and cost and make improvements where possible. We
discontinue products or stock keeping units ( SKU s ) when sales of those items do not warrant further production.

New Product Initiatives Through Research and Development

We consider research and development of new products to be a significant part of our overall philosophy and we are committed to developing
high-quality products. A team of professional product developers, including microbiologists, nutritionists, food scientists, chefs and chemists,
work to develop products to meet consumers changing
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needs. Our Research and Development staff incorporates product ideas from all areas of our business in order to formulate new products. In
addition to developing new products, the Research and Development staff routinely reformulates and revises existing products. We incurred
approximately $1.5 million in Company-sponsored research and development activities in 2007, $1.2 million in 2006 and $2.6 million in 2005.
Our research and development expenditures do not include the expenditures on such activities undertaken by co-packers who develop numerous
products on their own initiative with the expectation that we will accept their new product ideas and market them under our brands. These efforts
by co-packers have resulted in a substantial number of our new product introductions. We are unable to estimate the amount of expenditures
made by co-packers on research and development; however, we believe such activities and expenditures are important to our continuing ability
to introduce new products.

Sales and Distribution

Our products are sold in all 50 states and in more than 50 countries. Our customer base consists principally of natural food distributors,
mass-market retailers, supermarkets, drug store chains, club stores and grocery wholesalers. While the natural food channel continues to grow,
growth in the grocery channels has accelerated as increased consumer awareness and demand has resulted in mainstream grocery retailers
providing more natural and organic products.

In the United States, our products are sold through a combination of internal direct sales professionals, supported by third-party food brokers.
Food brokers act as agents for us within designated territories, usually on a non-exclusive basis, and receive commissions. We utilize our
internal retail direct sales force for sales into natural food stores, which has allowed us to reduce our reliance on food brokers.

A majority of the products marketed by us are sold through independent food distributors. Food distributors purchase products from us for resale
to retailers. Because food distributors take title to the products upon purchase, product pricing decisions on sales of our products by the
distributors to the retailers are generally made in their sole discretion. We may influence product pricing with the use of promotional incentives.
In fiscal 2007, 2006 and 2005, one of our distributors, United Natural Foods, Inc., accounted for approximately 20%, 21% and 22% of net sales,
respectively.

Our subsidiaries in Canada and Europe sell to all major channels of distribution in the countries they serve. International sales represented
approximately 24.9% of total net sales in 2007, 19.3% in 2006 and 21.1% in 2005.

Certain of our product lines have seasonal fluctuations (e.g., hot tea, baking, hot cereal and soup sales are stronger in colder months while sales
of snack foods are stronger in the warmer months).

Marketing

We use a combination of trade and consumer promotions as well as media advertising to market our products. We use trade advertising and
promotion, including placement fees, cooperative advertising and feature advertising in distribution catalogs. We also utilize advertising and
sales promotion expenditures via national and regional consumer promotion through television and magazine advertising, couponing and other
trial use programs. In each of 2007, 2006 and 2005 we have increased our investment in consumer spending to enhance brand equity while
closely monitoring our trade spending. These consumer spending categories include, but are not limited to, consumer advertising using
television, radio and print, coupons, direct mailing programs and other forms of promotions. During fiscal 2006, we initiated sponsorship
programs including Earth s Be§t with PBS Kids and Sesame Street, and Terra® as The Official Chip of Madison Square Garden. We continued
these sponsorship programs in fiscal 2007. In addition, Celestial Seasonings® continued its partnership with The Heart Truth Campaign. There is
no guarantee that these promotional investments in consumer spending will be successful.

Manufacturing Facilities

We currently manage and operate the following manufacturing facilities located throughout the United States: Celestial Seasonings®, in Boulder,
Colorado, which produces specialty teas; Terra®, in Moonachie, New Jersey,
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which produces vegetable chips; Arrowhead Mills®, in Hereford, Texas, which produces cereals and baking goods; DeBoles®, in Shreveport,
Louisiana, which produces organic and gluten-free pasta; a frozen foods facility in West Chester, Pennsylvania, which produces Ethnic
Gourmet® frozen meals and Rosetto® frozen pasta; a tofu facility in Boulder, Colorado, which produces our TofuTown® and WhiteWave® fresh
meat-free alternative products; JASON®, in Culver City, California, which produces personal care products; and Hain Pure Protein in
Fredericksburg, Pennsylvania and Plainville, New York, which processes natural and organic antibiotic-free chickens and turkeys.

Outside the United States, we have the following manufacturing facilities: Yves Veggie Cuisine® in Vancouver, British Columbia, which
produces soy-based meat alternative products; Hain Celestial Belgium, with its Grains Noirs® facility in Brussels, Belgium, which prepares fresh
organic appetizers, salads, sandwiches and other full-plated dishes; Natumi in Eitorf, Germany, which produces soymilk and other non-dairy
beverages; our Luton, England facility where we produce fresh prepared foods; our Fakenham, England facility where we produce meat-free
frozen foods; and our Manchester, England facility, where we produce non-dairy beverages.

We own the manufacturing facilities in Moonachie, New Jersey; Boulder, Colorado; Hereford, Texas; Shreveport, Louisiana; West Chester,
Pennsylvania; Fredericksburg, Pennsylvania; Plainville, New York; Vancouver, British Columbia and Fakenham, England. During 2007, 2006
and 2005, approximately 46%, 47% and 47%, respectively, of our revenue was derived from products manufactured at our owned manufacturing
facilities.

Suppliers of Ingredients and Packaging

Our natural and organic ingredients and our packaging materials and supplies are obtained from various sources and suppliers located principally
in the United States and locally in Canada and Europe for our operations in these areas. Certain of our packaging and a limited number of
ingredients not available domestically or purchased to complement our domestic supply, which is not sufficient to meet our demand, is
purchased from the Far East, including China.

All of our ingredients are purchased based upon requirements designed to meet rigid specifications for food safety and comply with applicable
regulations. The Company works with reputable suppliers who assure the quality and safety of their ingredients. These assurances are supported
by signed affidavits, certificates of analysis and analytical testing. Additionally, many of our food products receive independent third-party
organic and kosher certification.

Our tea ingredients are purchased from numerous foreign and domestic manufacturers, importers and growers, with the majority of those
purchases occurring outside of the United States.

We maintain long-term relationships with most of our suppliers. Purchase arrangements with ingredient suppliers are generally made annually
and in the local currency of the country in which we operate. Purchases are made through purchase orders or contracts, and price, delivery terms
and product specifications vary.

Our organic and botanical purchasers visit major suppliers around the world annually to procure ingredients and to assure quality by observing
production methods and providing product specifications. We perform laboratory analyses on selected incoming ingredient shipments for the
purpose of assuring that they meet both our own quality standards and those of the U.S. Food and Drug Administration (FDA), the U.S.
Department of Agriculture (USDA) and the U.S. Environmental Protection Agency (EPA).

Co-Packed Product Base

Currently, independent manufacturers, who are referred to in our industry as co-packers, manufacture many of our products, including our
Health Valley®, Breadshop &, Casbah®, Bearitos®, Nile Spice®, Harry s Premium Snack®, Boston s The Best You ve Ever TasfédAlba®,
Estee®, Earth s Bes®,Garden of Eatin®, Hain Pure Foods®, Hollywood®, Little Bear Organic Foods®, Westbrae Natural®, WestSoy®, Rice
Dream®, Soy Dream®, Imagine®, Walnut Acres Organic®, Spectrum Naturals®, Spectrum Essentials®, Lima®, Avalon Organics®, Alba
Botanica®, Queen Helene®, Batherapy® , Shower Therapy®, Footherapy®, Zia® and some of our Terra®, Rosetto®,
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Arrowhead Mills®, Yves Veggie Cuisine® and Ethnic Gourmet® product lines. During 2007, 2006 and 2005, approximately 54%, 53% and 53%,
respectively, of our revenue was derived from products manufactured at independent co-packers.

Trademarks

We believe that brand awareness is a significant component in a consumer s decision to purchase one product over another in the highly
competitive food and beverage industry. Our trademarks and brand names for the product lines referred to herein are registered in the United
States and a number of foreign countries and we intend to keep these filings current and seek protection for new trademarks to the extent
consistent with business needs. We also copyright certain of our artwork and package designs. We own the trademarks for our principal
products, including Arrowhead Mills®, Bearitos®, Breadshop &, Casbah®, Spectrum Naturals®, Spectrum Essentials®, Celestial Seasonings®,
DeBoles®, Earth s Be&, Estee®, Ethnic Gourmet®, Garden of Eatin®, Hain Pure Foods®, Health Valley®, Imagine®, JASON®, Zia®, Orjene®,
Shaman Earthly Organics® , Heather &, Little Bear Organic Foods®, Nile Spice®, Harry s Premium Snack®, Boston s The Best You ve Ever
Tasted®, Rice Dream®, Rosetto®, Soy Dream®, Terra®, Walnut Acres Organic®, Westbrae Natural®, WestSoy®, Lima®, Grains Noirs, Natumi®,
Granose®, Realeat®, FreeBird, Yves Veggie Cuisine® , Avalon Organics®, Alba Botanica®, Queen Helene®, Batherapy®, Shower Therapy® and
Footherapy® brands.

Celestial Seasonings® has trademarks for most of its best-selling teas, including Sleepytime®, Lemon Zinger®, Mandarin Orange Spice®, Red
Zinger®, Wild Berry Zinger®, Tension Tamer®, Country Peach Passion® and Raspberry Zinger®.

We market the Linda McCartney® and WhiteWave® brands under license.
Competition

We operate in highly competitive geographic and product markets, and some of these markets are dominated by competitors with greater

resources. For example, we compete for limited retailer shelf space for our products. Larger competitors include mainstream food companies

such as Dean Foods Company, General Mills, Inc., Nestle S.A., Kraft Foods, Inc., Groupe Danone, Kellogg Company, Unilever PLC, Pepsico,

Inc., The J. M. Smucker Company, Campbell Soup Company and Sara Lee Corporation. The principal competitors in natural personal care

products include Kiss My Face, Colgate-Palmolive s Tom s of Maine, Nature s Gate and The Clorox Company s Burt s Bees. These products also
compete with natural and conventional personal care products from much larger competitors such as Johnson & Johnson and Estee Lauder Inc.
Retailers also market competitive products under their own private labels.

The beverage market for tea is large and highly competitive. Competitive factors in the tea industry include product quality and taste, brand
awareness among consumers, variety of specialty tea flavors, interesting or unique product names, product packaging and package design,
supermarket and grocery store shelf space, alternative distribution channels, reputation, price, advertising and promotion. Celestial Seasonings
currently competes in the specialty tea market segment which includes herb tea, green tea, wellness tea, black tea and organic teas. Celestial
Seasonings specialty tea products, like other specialty tea products, are priced higher than most commodity black tea products.

The principal competitors of Celestial Seasonings on a national basis in the specialty teas market are Thomas J. Lipton Company (a division of
Unilever PLC), Twinings (a division of Associated British Grocers) and R.C. Bigelow, Inc. Additional competitors include a number of regional
specialty tea companies such as Golden Temple of Oregon, Inc., with its Yogi brand, Traditional Medicinals and The Stash Tea Company.

Government Regulation

Along with our manufacturers, brokers, distributors and co-packers, we are subject to extensive regulation in the United States by federal, state
and local authorities. The federal agencies governing our business include the Federal Trade Commission (FTC), FDA, USDA and Occupational
Safety and Health Administration (OSHA). These agencies regulate, among other things, the production, sale, safety, advertising, labeling of,
and ingredients used in, our

Table of Contents 12



Edgar Filing: HAIN CELESTIAL GROUP INC - Form 10-K

Table of Conten

products. Under various statutes, these agencies prescribe the requirements and establish the standards for quality, purity and labeling. Among
other requirements, the USDA, in certain circumstances, must not only approve our products, but also review the manufacturing processes and
facilities used to produce these products before these products can be marketed in the United States. In addition, advertising of our business is
subject to regulation by the FTC. Our activities are also regulated by state agencies as well as county and municipal authorities.

Internationally, we are subject to the laws of the foreign jurisdictions in which we manufacture and sell our products. In Europe, we must
comply with the requirements of the European Commission, as well as the local requirements in each of the countries in which our products are
sold.

Independent Certification

We rely on independent certification, such as certifications of our products as organic or kosher, to differentiate our products in natural and
specialty food categories. The loss of any independent certifications could adversely affect our market position as a natural and specialty food
company, which could harm our business.

We must comply with the requirements of independent organizations or certification authorities in order to label our products as certified. We
utilize organizations such as Quality Assurance International (QAI) and Oregon Tilth to certify our products as organic under the guidelines
established by the USDA. Similarly, we utilize appropriate kosher supervision organizations, such as The Union of Orthodox Jewish
Congregations, The Organized Kashruth Laboratories, KOF-K Kosher Supervision, Star K Kosher Certification, Kosher Overseers Associated
of America and Upper Midwest Kashruth.

Available Information

The following information can be found on our corporate website at http://www.hain-celestial.com:

our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all amendments to those reports as
soon as reasonably practicable after such material is electronically filed with or furnished to the Securities and Exchange Commission
(SEC);

our policies related to corporate governance, including our Code of Business Conduct and Ethics applying to our directors, officers and
employees (including our principal executive officer and principal financial and accounting officer) that we have adopted to meet the
requirements set forth in the rules and regulations of the SEC; and

the charters of the Audit, Compensation and Corporate Governance and Nominating Committees of our Board of Directors.
We intend to satisfy the applicable disclosure requirements regarding amendments to, or waivers from, provisions of our Code of Ethics by
posting such information on our website.

Item 1A.  Risk Factors.

Our business, operations and financial condition are subject to various risks and uncertainties. The most significant of these risks include those
described below; however, there may be additional risks and uncertainties not presently known to us or that we currently consider immaterial. If
any of the following risks and uncertainties develop into actual events, our business, financial condition or results of operations could be
materially adversely affected. In such case, the trading price of our common stock could decline, and you may lose all or part of your
investment. These risk factors should be read in conjunction with the other information in this Annual Report on Form 10-K and in the other
documents that we file from time to time with the SEC.

Matters related to the investigation into our historical stock option granting practices and the restatement of our financial statements could
result in additional litigation, regulatory proceedings and government enforcement actions.
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As described in the Explanatory Note immediately preceding Part I, Item 1 of this report, in Note 3 Restatement of Consolidated Financial
Statements to the consolidated financial statements and in Item 7, Management s Discussion and Analysis of Financial Condition and Results of
Operations, as a result of an informal inquiry by the Securities and Exchange Commission ( SEC ) into our historical stock option granting
practices and the related accounting and disclosures, four of our independent directors, with the assistance of independent counsel, conducted an
investigation into the Company s historical stock option granting practices. The findings of the investigation resulted in revisions to the
measurement dates for certain options granted in prior years, requiring the restatement of our historical financial statements. This has exposed us

to greater risks associated with litigation, regulatory proceedings and government enforcement actions. While we intend to continue to cooperate
with the SEC, the Company does not know what further actions the SEC may take or what may be required of the Company in order to resolve

this inquiry.

No assurance can be given regarding the outcomes from litigation, regulatory proceedings or government enforcement actions relating to our
past stock option practices. The resolution of these matters may be time consuming and expensive, and may distract management from the
conduct of our business. We have incurred substantial expenses for legal, accounting and other professional services related to the investigation,
restatement and related activities to date. Furthermore, if we are subject to adverse findings in litigation, regulatory proceedings or government
enforcement actions, we could be required to pay damages or penalties or have other remedies imposed, which