Dean Foods 2001 Annual Report




On December 21, 2001, Suiza Foods and Dean Foods combined, creating one of the leading food and beverage
companies in the United States. Our Dairy Group — the largest processor and distributor of dairy products in the
country — now has a refrigerated “direct store delivery” system that spans the nation. As a result of this merger, we
can provide our 150,000+ customers with unmatched service, quality and value, and an unprecedented breadth of
products. With this merger, we also have an exciting array of branded growth opportunities — and plenty of
resources to fuel that growth. We've expanded our size, our product offerings, our resources and our

opportunities. Our future has never been so promising.

We're pleased to share with you everything we have “in store.”
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Year Ended December 31, 2001 2000 1999

(in thousands, except shares outstanding and per share data)

Net Sales $ 6,230,116 $ 5,756,303 $ 4,481,999
Operating Income 394,441 368,063 276,874
Net Income 109,830 118,719 109,731
Diluted Earnings Per Share 3.56 3.82 3.13
Average Common Diluted Shares 36,892,074 36,671,264 42,858,492
Net Income Before Non-Recurring Items® 125,631 120,057 119,891
Diluted Earnings Per Share Before Non-Recurring Items® 3.98 3.86 3.37
Cash Earnings Per Share®Before Non-Recurring Items® 4.76 4.63 3.94
At December 31% 2001 2000 1999

(in thousands)

Total Assets $ 6,731,897 $ 3,780,478 $ 2,658,922
Total Debt 3,068,497 1,353,269 712,068
Convertible Trust Preferred Securities 584,605 584,032 683,505
Stockholders’ Equity 1,475,880 598,832 583,972

(1) Non-Recurring Items are plant closing costs, litigation settlement costs, write-downs of investments, gain on divestiture of plants, costs to amend

milk supply agreements, extraordinary loss from early extinguishment of debt, extraordinary gain from interest rate derivatives and from the sale of

discontinued operations and loss from discontinued operations, all net of applicable taxes.

(2) The calculation of cash earnings per share excludes amortization of goodwill and certain intangibles as if Financial Accounting Standard No. 142,
“Goodwill and Other Intangible Assets” had been effective during the periods reported.

(3) The acquisition of Dean Foods Company was completed on December 21, 2001, which significantly affects balance sheet comparability from

2000 to 2001.

A New Dean. A New Day.

A New Dean. A New Day for Dairy.

Dairy Group Fact Sheet

A New Dean. A New Day for Ice Cream.
A New Dean. A New Day for Morningstar.
Morningstar Fact Sheet

A New Dean. A New Day for Innovation.
A New Dean. A New Day for Everyone.
A New Day. A Better Tomorrow.
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Dear Fellow Shareholders:

On December 21 of last year, we announced the completion of our merger with Dean Foods Company. The announce-
ment marked the end of a year of hard work and focused dedication for the employees of both companies who made
the transaction a reality. It also marked the realization of our vision of creating a truly national dairy company with the

scale and scope to deliver unprecedented value to our customers, consumers, shareholders and employees.

More importantly, it marked the beginning of a new era for our company. With this transaction, we transformed our
company into not just the nation’s leading dairy company, but one of the leading food and beverage companies in the
country. [ believe that the value-creating opportunities generated by this merger make our future one of the most

promising in the food and beverage industry today.

In addition to completing the transaction, we also had an impressive year operationally. Despite the weak economic
environment, record high raw material prices and the unavoidable distraction caused by our merger preparations, our
operating units met their goals. I am proud of our performance in 2001, and believe it once again demonstrates the

extraordinary level of talent, discipline and commitment of our management teams.

We also continued throughout the year to deliver on our commitment to innovate. In May 2001, we announced an

agreement with Procter and Gamble to launch and market Folgers® Jakada™, a chilled coffee drink made from Folgers
coffee and lowfat milk. We began the product rollout in January 2002, and initial reactions have been positive. We also
completed several brand extension projects during the year, including the introduction of Hershey’s® single-serve milk-

shakes and new Coffee Latte flavored Sun Soy® soymilk.

Now we are intently focused on delivering on the

promise that this merger holds, and are already well Net Sales
underway with our integration efforts. Our progress (in bilions)
to date has been better than expected and we look $7.00 —
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This year, and over the next several years, our strategy will be: ﬂ ea“‘ .
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= To Be Our Customers’ Supplier of Choice. We intend to maintain and extend our leadership
position in the dairy case by continuing to provide our customers with excellent quality, service and
value. We intend to leverage our unique capabilities, including our unparalleled refrigerated “direct

store delivery” system, to grow with our customers and increase our revenues.

= To Deliver on Our Synergy Targets. We have promised annual cost savings synergies as a result of the merger of at
least $60 million in 2002, increasing to at least $120 million by the end of 2004. We intend to achieve these synergies
by vigorously pursuing economies of scale in purchasing, product development and manufacturing, and by eliminating

duplicative costs.

= To Invest in and Build Upon our Growth Platforms. Innovation will be the key to growing our sales and our
profitability over time. Therefore, we intend to invest in and build upon our largest growth platforms, including
beverage enhancers, such as coffee creamers; food enhancers, such as refrigerated dips and salad dressings; single-serve

dairy-based refrigerated beverages; and functional beverages, including soymilk and lactose-reduced milk.

= To Rationalize Our Asset Base. We intend to carefully examine our portfolio of assets and businesses and to divest
non-core businesses that do not fit into our long-term business strategy, and sell or close plants with overlapping

markets or excess capacity.

= To Wisely Invest Our Cash. In addition to investing in our growth platforms, we intend to continue to invest our

capital where returns are greatest, including acquisitions in our core lines of business and reductions of debt.

Diluted Earnings Per Share As always, I am very grateful to all of our 30,000 employees
(before non-recurring items) for their individual contributions toward making our company
a success, and I thank you, our shareholders, for your

$3.86 $3.98 continued investment in and support of the new Dean Foods.

$3.37 . .
I look forward to reporting another year of outstanding results.

Sincerely,

g b £

- Gregg L. Engles
Chairman of the Board

— " P— and Chief Executive Officer
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Our Dairy Group has one goal: to be our customers’ supplier of choice in the dairy case, by providing them with
unmatched service, quality and value.

Now that we’ve combined Suiza’s and Dean’s dairy operations, we can serve our customers better than ever.
We've expanded our geographic reach and our product offerings, so that now we can deliver a full array of dairy
products to virtually any customer virtually anywhere in the country. No other dairy company can offer

customers the service and convenience that we can deliver.

With this merger, we will become more efficient. We are streamlining our manufacturing and distribution

functions, and eliminating duplicative costs. A lower cost structure will enable us to offer even greater value to

our customers.

We do not underestimate the job of integrating the operations of our companies - but we’re up to
the task. We are a company that has been built on acquisitions, and integration is one of our strengths.
Integrating two groups like ours gives us the opportunity to learn
from each other, and to improve our business by adopting the
. o . . Dairy Group Sales
“best practices” of each organization — with our primary goal (in billions)

always being to better serve our customers.

$8.00
$8 —
While our company has become more diversified as a result of
the merger, we are more committed than ever to our core dairy [
operations. Our Dairy Group is the foundation of our company, 6 —
. . $5.05 E
and we are intently focused on constantly strengthening that 5 $4.66
foundation. We have more opportunities than ever before in the
Dairy Group, with none being more important than growing sales 47 $3.10
by proving to customers that no one can serve them as well as 3 - : =i =3
the new Dean Foods. 5
It's a whole new day in the dairy world. 17
Pete Schenkel, President, Dean Dairy Group 1999 2000 2001 2001 .
pro forma’

*As if the merger had been completed on January 1, 2001.
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Dean Dairy Group

Dean Dairy Group prides itself on its
coast-to-coast refrigerated “direct store
delivery” system. Using this system, we
can serve virtually any customer virtually
anywhere in the country — something

no other dairy company can do.

We process and sell a full array of fresh
branded and private label dairy products
including milk, flavored milk, buttermilk,
eggnog, half-and-half, whipping cream,
cottage cheese, yogurt, sour cream, ice
cream, ice cream novelties and dips. We
also produce and distribute branded and

private label juice, juice drinks and water.

Our Dairy Group products are marketed
under a variety of popular local and
regional brands, as well as some nationally
known brands such as Borden®,

Land O’ Lakes® and Pet®.

Our Dairy Group consists of four regions,
including a new Midwest Region
headquartered in Franklin Park, Illinois.
We continue to employ a decentralized
management approach within the Dairy
Group, allowing our strong regional and
local management teams to oversee their

businesses.



