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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D. C. 20549

FORM 10-Q
(Mark One)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2007
OR
o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO
COMMISSION FILE NUMBER 1-13292
THE SCOTTS MIRACLE-GRO COMPANY
(Exact Name of Registrant as Specified in Its Charter)
OHIO 31-1414921
(State or Other Jurisdiction of (I.R.S. Employer Identification No.)

Incorporation or Organization)

14111 SCOTTSLAWN ROAD, MARYSVILLE,
OHIO 43041
(Address of Principal Executive Offices) (Zip Code)
(937) 644-0011
(Registrant s Telephone Number, Including Area Code)
NO CHANGE
(Former Name, Former Address and Former Fiscal Year,
if Changed Since Last Report)
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 p No o
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 p  Accelerated Filer o Non-accelerated Filer o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop
Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practicable
date: The number of Common Shares, without par value, of the registrant outstanding as of May 4, 2007 was
63,568,843.
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PARTI FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

THE SCOTTS MIRACLE-GRO COMPANY
CONDENSED, CONSOLIDATED STATEMENTS OF OPERATIONS
(IN MILLIONS EXCEPT PER SHARE AMOUNTS)

Net sales
Cost of sales
Cost of sales  restructuring and other

Gross profit

Operating expenses:

Selling, general and administrative
Impairment, restructuring and other charges
Other income, net

Income from operations
Costs related to refinancing

Interest expense

Income before income taxes
Income taxes

Net income

BASIC NET INCOME PER COMMON SHARE:
Weighted-average common shares outstanding

during the period

Basic net income per common share

DILUTED NET INCOME PER COMMON
SHARE:

Weighted-average common shares outstanding
during the period plus dilutive potential common

shares

Diluted net income per common share

Table of Contents

(UNAUDITED)
THREE MONTHS
ENDED
MARCH APRIL
31, 1,
2007 2006
$ 9933 $ 9075
624.9 561.0

0.1
368.4 346.4
203.0 183.2
1.0
(1.1) (0.8)
166.5 163.0
18.3
17.9 12.5
130.3 150.5
46.9 55.7
$ 834 $ 948
66.1 67.5
$  1.26 $  1.40
67.8 69.6
$ 123 $ 136

SIX MONTHS ENDED
MARCH
31, APRIL 1,
2007 2006
$1,264.5 $ 1,157.0
840.8 757.0
0.1
423.7 399.9
345.2 309.2
6.7
3.4 2.4)
81.9 86.4
18.3
26.1 19.6
37.5 66.8
13.5 24.7
$ 240 $ 42.1
66.6 67.9
$ 036 $ 0.62
68.4 70.0
$ 035 $ 0.60
4
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Dividends declared per common share $ 8.125 $ 0.125 $ 8.250 $ 0.250

See notes to condensed, consolidated financial statements
3
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THE SCOTTS MIRACLE-GRO COMPANY

CONDENSED, CONSOLIDATED STATEMENTS OF CASH FLOWS

(IN MILLIONS)
(UNAUDITED)

OPERATING ACTIVITIES
Net income

Adjustments to reconcile net income to net cash used in operating activities:

Impairment of intangible assets

Costs related to refinancing

Stock-based compensation expense
Depreciation

Amortization

Gain on sale of property, plant and equipment

Changes in assets and liabilities, net of acquired businesses:

Accounts receivable
Inventories

Prepaid and other current assets
Accounts payable

Accrued taxes and liabilities
Restructuring reserves

Other non-current items

Other, net

Net cash used in operating activities

INVESTING ACTIVITIES

Proceeds from the sale of property, plant and equipment
Investment in property, plant and equipment
Investment in acquired businesses, net of cash acquired

Net cash used in investing activities

FINANCING ACTIVITIES

Borrowings under revolving and bank lines of credit
Repayments under revolving and bank lines of credit
Repayments of 6 5/8% senior subordinated notes
Dividends paid

Purchase of common shares and related costs
Financing fees

Payments on seller notes

Excess tax benefits from share-based payment arrangements

Cash received from the exercise of stock options

Table of Contents

SIX MONTHS ENDED
MARCH
31, APRIL 1,
2007 2006
$ 240 $ 42.1
1.0
18.3
10.0 8.7
26.4 25.1
7.7 7.3
0.4)
(616.8) (581.3)
(158.0) (200.1)
(28.3) (11.2)
141.3 110.1
64.2 18.7
4.2) 7.4
(2.1) 10.9
(1.8) 2.6
(519.7) (558.7)
0.4
(30.1) (26.6)
(6.3) (102.0)
(36.0) (128.6)
2,122.8 691.4
(611.1) 4.9)
(209.6)
(528.4) (16.8)
(246.7) (45.9)
(12.7)
(1.2) (3.1
12.9
21.8 14.2
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Net cash provided by financing activities 547.8 634.9
Effect of exchange rate changes on cash 33 0.5)
Net decrease in cash (4.6) (52.9)
Cash and cash equivalents at beginning of period 48.1 80.2
Cash and cash equivalents at end of period $ 435 $ 27.3

Supplemental cash flow information
Interest paid, net of interest capitalized 241 15.7

Income taxes paid (received) 6.3 (16.4)
See notes to condensed, consolidated financial statements
4
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THE SCOTTS MIRACLE-GRO COMPANY
CONDENSED, CONSOLIDATED BALANCE SHEETS

(IN MILLIONS)
MARCH SEPTEMBER
31, APRIL 1, 30,
2007 2006 2006
UNAUDITED (SEENOTE 1)
ASSETS
Current assets:
Cash and cash equivalents $ 435 $ 27.3 $ 48.1
Accounts receivable, less allowances of $15.0, $13.5 and
$11.3, respectively 1,001.0 915.8 380.4
Inventories, net 571.9 537.9 409.2
Prepaid and other assets 131.0 70.8 104.3
Total current assets 1,747.4 1,551.8 942.0
Property, plant and equipment, net of accumulated depreciation
of $398.1, $349.8 and $370.0, respectively 369.2 359.8 367.6
Goodwill 475.0 457.3 458.1
Intangible assets, net 421.7 470.0 424.7
Other assets 29.5 20.5 25.2
Total assets $3,042.8 $ 2,8594 $ 2,217.6
LIABILITIES AND SHAREHOLDERS EQUITY
Current liabilities:
Current portion of debt $ 237 $ 11.5 $ 6.0
Accounts payable 341.5 266.6 200.4
Accrued liabilities 355.8 354.3 289.8
Total current liabilities 721.0 6324 496.2
Long-term debt 1,783.2 1,064.0 475.2
Other liabilities 163.8 133.5 164.5
Total liabilities 2,668.0 1,829.9 1,135.9
Commitments and contingencies (notes 4 and 10)
Shareholders equity:
Common shares and capital in excess of $.01 stated value per
share, 68.2, 67.5 and 66.6 shares issued, respectively 492.2 501.4 509.1
Retained earnings 186.3 616.9 690.7
Treasury shares, at cost: 4.6, 0.7, and 1.5 shares, respectively (252.9) (33.0) (66.5)
Accumulated other comprehensive loss (50.8) (55.8) (51.6)
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Total shareholders equity 374.8 1,029.5 1,081.7

Total liabilities and shareholders equity $3,042.8 $ 2,8594 $ 2,217.6

See notes to condensed, consolidated financial statements
5
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NOTES TO CONDENSED, CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NATURE OF OPERATIONS

The Scotts Miracle-Gro Company ( Scotts Miracle-Gro ) and its subsidiaries (collectively, the Company ) are engaged
in the manufacture, marketing and sale of lawn and garden care products. The Company s major customers include
home improvement centers, mass merchandisers, warehouse clubs, large hardware chains, independent hardware
stores, nurseries, garden centers, food and drug stores, commercial nurseries and greenhouses, and specialty crop
growers. The Company s products are sold primarily in North America and the European Union. The Company also
operates the Scotts LawnService® business which provides lawn and tree and shrub fertilization, insect control and
other related services in the United States and Smith & Hawken®, a leading brand in the outdoor living and gardening
lifestyle category with sales in the retail, internet, and catalog channels. Effective November 18, 2005, the Company
entered the North America wild bird food category with the acquisition of Gutwein & Co., Inc. ( Gutwein ).

Due to the nature of the lawn and garden business, the majority of shipments to retailers occur in the Company s
second and third fiscal quarters. On a combined basis, net sales for the second and third fiscal quarters generally
represent 70% to 75% of annual net sales. As a result of the seasonal nature of our business, results for the first half of
our fiscal year are not indicative of the full year.

ORGANIZATION AND BASIS OF PRESENTATION

The Company s condensed, consolidated financial statements are unaudited; however, in the opinion of management,
these financial statements are presented in accordance with accounting principles generally accepted in the United
States of America. The condensed, consolidated financial statements include the accounts of Scotts Miracle-Gro and
all wholly-owned and majority-owned subsidiaries. All intercompany transactions and accounts have been eliminated
in consolidation. The Company s criteria for consolidating entities is based on majority ownership (as evidenced by a
majority voting interest in the entity) and an objective evaluation and determination of effective management control.
Interim results reflect all normal and recurring adjustments and are not necessarily indicative of results for a full year.
The interim financial statements and notes are presented as specified by Regulation S-X of the Securities and
Exchange Commission, and should be read in conjunction with the consolidated financial statements and
accompanying notes in Scotts Miracle-Gro s Annual Report on Form 10-K for the fiscal year ended September 30,
2006.

The balance sheet at September 30, 2006 has been derived from the audited financial statements at that date but does
not include all of the information and notes required by generally accepted accounting principles for complete
financial statements.

REVENUE RECOGNITION

Revenue is recognized when title and risk of loss transfer, which generally occurs when products are received by the
customer. Provisions for estimated returns and allowances are recorded at the time revenue is recognized based on
historical rates and are periodically adjusted for known changes in return levels. Shipping and handling costs are
included in cost of sales. Scotts LawnService® revenues are recognized at the time service is provided to the
customer.

Under the terms of the Amended and Restated Exclusive Agency and Marketing Agreement (the Marketing
Agreement ) between the Company and Monsanto, the Company, in its role as exclusive agent performs certain
functions, such as sales support, merchandising, distribution and logistics, and incurs certain costs in support of the
consumer Roundup® business. The actual costs incurred by the Company on behalf of Roundup® are recovered from
Monsanto through the terms of the Marketing Agreement. The reimbursement of costs for which the Company is
considered the primary obligor is included in net sales.

PROMOTIONAL ALLOWANCES

The Company promotes its branded products through cooperative advertising programs with retailers. Retailers also
are offered in-store promotional allowances and rebates based on sales volumes. Certain products are promoted with
direct consumer rebate programs and special purchasing incentives. Promotion costs (including allowances and
rebates) incurred during the year are expensed to interim periods in relation to revenues and are recorded as a
reduction of net sales. Accruals for expected payouts under these programs are included in the Accrued liabilities line

Table of Contents 10
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in the Condensed, Consolidated Balance Sheets.
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ADVERTISING

The Company advertises its branded products through national and regional media. Advertising costs incurred during
the year are expensed to interim periods in relation to revenues. All advertising costs, except for external production
costs, are expensed within the fiscal year in which such costs are incurred. External production costs for advertising
programs are deferred until the period in which the advertising is first aired.

Scotts LawnService® promotes its service offerings primarily through direct mail campaigns. External costs
associated with these campaigns that qualify as direct response advertising costs are deferred and recognized as
advertising expense in proportion to revenues over a period not beyond the end of the subsequent calendar year. The
costs deferred at March 31, 2007, April 1, 2006 and September 30, 2006 were $10.6 million, $5.6 million and
$5.6 million, respectively.

STOCK-BASED COMPENSATION AWARDS

In fiscal 2003, the Company began expensing prospective grants of employee stock-based compensation awards in
accordance with Statement of Financial Accounting Standards (SFAS) 123, Accounting for Stock-Based
Compensation. The Company adopted SFAS 123(R), Share-Based Payment effective October 1, 2005, following the
modified prospective application approach. The Company was already in substantial compliance with SFAS 123(R) at
the adoption date as SFAS 123(R) closely parallels SFAS 123. The fair value of awards is expensed ratably over the
vesting period, generally three years, except for grants to members of the Board of Directors that have a shorter
vesting period. The adoption of SFAS 123(R) did not have a significant effect on the Company s results of operations
for the six-month period ended April 1, 2006.

GOODWILL AND INDEFINITE-LIVED INTANGIBLE ASSETS

In accordance with SFAS 142, Goodwill and Other Intangible Assets , goodwill and intangible assets determined to
have indefinite lives are not subject to amortization. Goodwill and indefinite-lived intangible assets are reviewed for
impairment by applying a fair-value based test on an annual basis or more frequently if circumstances indicate a
potential impairment. The Company conducts its annual impairment review of indefinite-lived tradenames and
goodwill during its first fiscal quarter. If it is determined that an impairment has occurred, an impairment loss is
recognized for the amount by which the carrying amount of the asset exceeds its estimated fair value and is classified
as Impairment, restructuring, and other charges in the Condensed, Consolidated Statements of Operations.

The impairment analysis for the first quarter of fiscal 2007 indicated that no impairment charges were required. The
$1.0 million charge recorded in the first quarter of fiscal 2006 related to a tradename written off in the United
Kingdom.

NET INCOME PER COMMON SHARE

The following represents a reconciliation from basic net income per share to diluted net income per share. Options
with exercise prices greater than the average market price of the underlying common shares are excluded from the
computation of diluted net income per share because the effect would be antidilutive. The number of options excluded
at March 31, 2007 and April 1, 2006, were immaterial.

THREE MONTHS
ENDED SIX MONTHS ENDED
MARCH MARCH
31, APRIL 1, 31, APRIL 1,
2007 2006 2007 2006

(IN MILLIONS, EXCEPT PER SHARE DATA)
Determination of common shares:

Average common shares outstanding 66.1 67.5 66.6 67.9
Assumed conversion of dilutive potential

common shares 1.7 2.1 1.8 2.1
Diluted average common shares outstanding 67.8 69.6 68.4 70.0

Table of Contents 12
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Basic net income per common share $ 1.26 $ 1.40 $ 0.36 $ 0.62
Diluted net income per common share $ 1.23 $ 1.36 $ 035 $ 0.60
See Note 2 for a discussion of the Company s recapitalization transactions that were consummated in the second

quarter of fiscal 2007.
7
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USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the amounts reported in the
condensed, consolidated financial statements and accompanying notes. Although these estimates are based on
management s best knowledge of current events and actions the Company may undertake in the future, actual results
ultimately may differ from the estimates.

RECENT ACCOUNTING PRONOUNCEMENTS

Statement of Financial Accounting Standards No. 157 Fair Value Measurements

In September 2006, the Financial Accounting Standards Board issued SFAS 157, Fair Value Measurements. SFAS
157 defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value
measurements. The Company will be required to adopt SFAS 157 no later than October 1, 2008, the beginning of its
2009 fiscal year. The Company has not yet determined the effect, if any, that the adoption of SFAS 157 will have on
its consolidated financial statements.

Statement of Financial Accounting Standards No. 158 Employers Accounting for Defined Benefit Pension and
Other Postretirement Plans

The Financial Accounting Standards Board has issued SFAS 158, Employers Accounting for Defined Benefit Pension
and Other Postretirement Plans, an amendment of FASB Statements No. 87, 88, 106, and 132(R). SFAS 158 will
require the Company to recognize the underfunded status of its defined benefit postretirement plans as a liability in its
balance sheet and to recognize changes in that funded status in the year in which the changes occur through
comprehensive income. SFAS 158 does not change the way the Company measures plan assets and benefit obligations

as of the date of its balance sheet and in determining the amount of net periodic benefit cost.

The Company will be required to adopt the provisions of SFAS 158 as of September 30, 2007. At September 30,
2006, the Company s projected benefit obligation for its international defined benefit plans exceeded the accumulated
benefit obligation and the accumulated plan benefit obligation for its post-retirement medical plan exceeded the
recorded liability. If the provisions of SFAS 158 were adopted as of September 30, 2006, the Company would have
been required to record an additional long-term liability of $26.3 million, an additional long-term deferred tax asset of
$9.6 million, and charge the Accumulated other comprehensive loss component of shareholders equity for
$16.7 million.

Statement of Financial Accounting Standards No. 159 The Fair Value Option for Financial Assets and
Financial Liabilities

On February 15, 2007, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards
(SFAS) No. 159, The Fair Value Option for Financial Assets and Financial Liabilities (SFAS 159), which allows an
entity the irrevocable option to elect fair value for the initial and subsequent measurement for certain financial assets
and liabilities on a contract-by-contract basis. Subsequent changes in fair value of these financial assets and liabilities
would be recognized in earnings when they occur. SFAS 159 further establishes certain additional disclosure
requirements. SFAS 159 is effective for the Company s financial statements for the fiscal year beginning on October 1,
2008, with earlier adoption permitted. Management is currently evaluating the impact and timing of the adoption of
SFAS 159 on the Company s consolidated financial statements.

FIN 48 Accounting for Uncertainty in Income Taxes An Interpretation of FASB Statement No. 109

The Financial Accounting Standards Board has issued Interpretation (FIN) 48, Accounting for Uncertainty in Income
Taxes an interpretation of FASB Statement No. 109. This Interpretation clarifies the accounting for uncertainty in
income taxes recognized in an enterprise s financial statements in accordance with SFAS No. 109, Accounting for
Income Taxes. This Interpretation prescribes a recognition threshold and measurement attribute for the financial
statement recognition and measurement of a tax position taken or expected to be taken in a tax return. This
Interpretation also provides guidance on derecognition, classification, interest and penalties, accounting in interim
periods, disclosure, and transition.

The Company will be required to adopt the provisions of FIN 48 in respect of all the Company s tax positions as of
October 1, 2007, the beginning of the 2008 fiscal year. The cumulative effect of applying the provisions of the
Interpretation will be reported as an adjustment to the opening balance of retained earnings for the 2008 fiscal year.

Table of Contents 14
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The Company has not completed its evaluation of FIN 48 and the effect the adoption of the Interpretation will have on
the Company s consolidated financial statements. It is possible that the adoption of this Interpretation will have a
material effect on future results of operations.

8
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2. RECAPITALIZATION

On December 12, 2006, the Company announced a recapitalization plan to return $750 million to the Company s
shareholders. This plan expanded and accelerated the previously announced five-year $500 million share repurchase
program (which was canceled) under which the Company repurchased $87.9 million of its common shares during
fiscal 2006. Pursuant to the recapitalization plan, on February 14, 2007, the Company completed a modified Dutch
auction tender offer, resulting in the repurchase of 4.5 million of the Company s common shares for an aggregate
purchase price of $245.5 million ($54.50 per share). On February 16, 2007, the Company s Board of Directors
declared a special one-time cash dividend of $8.00 per share ($508 million in the aggregate), which was paid on
March 5, 2007, to shareholders of record on February 26, 2007.

In order to fund these transactions, the Company entered into new credit facilities aggregating $2.15 billion and
terminated its prior credit facility. As part of this debt restructuring, the Company also conducted a cash tender offer
for any and all of its outstanding 6 5/8% senior subordinated notes in an aggregate principal amount of $200 million.
Reference should be made to Note 6, Debt for further information as to the new credit facilities and the repayment and
termination of the prior credit facility and the 6 5/8% senior subordinated notes.

The payment of the special one-time cash dividend required the Company to adjust the number of common shares
subject to stock options and stock appreciation rights outstanding under the Company s share-based awards programs,
as well as the price at which the awards may be exercised. Reference should be made to Note 9, Stock-Based
Compensation Awards for further information.

Subsequent to the completion of the recapitalization, the Company s interest expense will be significantly higher as a
result of the borrowings incurred to fund the cash returned to shareholders. The following pro forma financial
information has been compiled as if the Company had completed the recapitalization transactions as of October 1,
2005 for fiscal 2006 and as of October 1, 2006 for fiscal 2007. Borrowing rates in effect as of March 30, 2007 were
used to compute this pro forma interest expense. As the recapitalization involved a share repurchase, pro forma shares
are also provided.

PROFORMA FINANCIAL INFORMATION

THREE MONTHS SIX MONTHS
ENDED ENDED
MARCH MARCH
31, APRIL 1, 31, APRIL 1,

2007 2006 2007 2006

(IN MILLIONS, EXCEPT PER SHARE DATA)
Income before income taxes, as reported $130.3 $150.5 $ 375 $ 66.8
Add back reported interest expense 17.9 12.5 26.1 19.6
Add back costs related to refinancing 18.3 18.3
Deduct pro forma interest expense (27.2) (28.3) 49.7) (50.0)
Pro forma income before income taxes 139.3 134.7 322 36.4
Pro forma income taxes 50.1 50.8 11.6 13.7
Pro forma net income $ 89.2 $ 839 $ 206 $ 227
Pro forma basic net income per common share $ 1.41 $ 1.33 $ 033 $ 036
Pro forma diluted net income per common share $ 1.37 $ 1.28 $ 032 $ 034
Reported interest expense $ 179 $ 125 $ 26.1 $ 19.6
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Increamental interest on recapitalization borrowings 8.7 13.1 21.8 26.2

New credit facility interest rate differential 0.5 2.5 1.5 3.8

Incremental amortization of new credit facility fees 0.1 0.2 0.3 0.4

Pro forma interest expense $ 272 $ 283 $ 49.7 $ 500

Pro forma effective tax rates 36.0% 37.7% 36.0% 37.7%
9
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PROFORMA SHARES
THREE MONTHS SIX MONTHS
ENDED ENDED
MARCH MARCH
31, APRIL1, 31, APRIL 1,
2007 2006 2007 2006
(IN MILLIONS)

Weighted-average common shares outstanding during the
period 66.1 67.5 66.6 67.9
Incremental full period impact of repurchased shares 2.7) 4.5) (3.6) 4.5)
Pro forma basic shares 63.4 63.0 63.0 63.4
Weighted-average common shares outstanding during the
period plus dilutive potential common shares 67.8 69.6 68.4 70.0
Incremental full period impact of repurchased shares 2.7) 4.5 (3.6) 4.5)
Impact on dilutive potential common shares 0.1 0.3 0.2 0.3
Pro forma diluted shares 65.2 65.4 65.0 65.8

3. DETAIL OF INVENTORIES, NET
Inventories, net of provisions for slow moving and obsolete inventory of $15.8 million, $17.0 million, and
$15.1 million, respectively, consisted of:

MARCH APRIL SEPTEMBER
31, 1, 30,
2007 2006 2006
(IN MILLIONS)
Finished goods $427.5 $ 4045 $ 267.4
Work-in-process 31.7 324 36.0
Raw materials 112.7 101.0 105.8
$571.9 $ 5379 $ 409.2

4. MARKETING AGREEMENT

The Company is Monsanto s exclusive agent for the domestic and international marketing and distribution of consumer
Roundup® herbicide products. Under the terms of the Marketing Agreement with Monsanto, the Company is entitled
to receive an annual commission from Monsanto in consideration for the performance of the Company s duties as
agent. The annual gross commission under the Marketing Agreement is calculated as a percentage of the actual
earnings before interest and income taxes (EBIT) of the consumer Roundup® business, as defined in the Marketing
Agreement. Each year s percentage varies in accordance with the terms of the Marketing Agreement based on the
achievement of two earnings thresholds and on commission rates that vary by threshold and program year. The
Marketing Agreement also requires the Company to make annual payments to Monsanto as a contribution against the
overall expenses of the consumer Roundup® business. The annual contribution payment is defined in the Marketing
Agreement as $20 million.

Under the terms of the Marketing Agreement, the Company performs certain functions, primarily manufacturing
conversion, selling and marketing support, on behalf of Monsanto in the conduct of the consumer Roundup®
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business. The actual costs incurred for these activities are charged to and reimbursed by Monsanto, for which the
Company recognizes no gross profit or net income. The Company records costs incurred under the Marketing
Agreement for which the Company is the primary obligor on a gross basis, recognizing such costs in Cost of sales and
the reimbursement of these costs in Net sales, with no effect on gross profit or net income. The related net sales and
cost of sales related to these reimbursed costs are $10.5 million and $10.0 million for the three-month periods and
$20.0 million and $18.2 million for the six-month periods ended March 31, 2007 and April 1, 2006, respectively.

10
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The elements of the net commission earned under the Marketing Agreement and included in Net sales are as follows:

THREE MONTHS ENDED SIX MONTHS ENDED
MARCH
MARCH APRIL 1, 31, APRIL 1,
31,2007 2006 2007 2006
(IN MILLIONS) (IN MILLIONS)

Gross commission $ 217 $ 18.1 $ 214 $ 18.2
Contribution expenses (5.0 (5.0 (10.0) (10.0)
Amortization of marketing fee 0.2) 0.2) 0.4) 0.4)
Net commission income 16.5 12.9 11.0 7.8
Reimbursements associated with Marketing
Agreement 10.5 10.0 20.0 18.2
Total net sales associated with Marketing
Agreement $ 270 $ 22.9 $ 31.0 $ 26.0

In consideration for the rights granted to the Company under the Marketing Agreement for North America, the
Company was required to pay a marketing fee of $33 million to Monsanto. The Company has deferred this amount on
the basis that the payment will provide a future benefit through commissions that will be earned under the Marketing
Agreement. Based on management s current assessment of the likely term of the Marketing Agreement, the useful life
over which the marketing fee is being amortized is 20 years.

The Marketing Agreement has no definite term except as it relates to the European Union countries. With respect to
the European Union countries, the term of the Marketing Agreement has been extended through September 30, 2008
and may be renewed at the option of both parties for two additional successive terms ending on September 30, 2015
and 2018, with a separate determination being made by the parties at least six months prior to the expiration of each
such term as to whether to commence a subsequent renewal term. If Monsanto does not agree to the renewal term with
respect to the European Union countries, the commission structure will be renegotiated within the terms of the
Marketing Agreement. For countries outside of the European Union, the Marketing Agreement continues indefinitely
unless terminated by either party.

The Marketing Agreement provides Monsanto with the right to terminate the Marketing Agreement for an event of
default (as defined in the Marketing Agreement) by the Company or a change in control of Monsanto or the sale of the
consumer Roundup® business. The Marketing Agreement provides the Company with the right to terminate the
Marketing Agreement in certain circumstances including an event of default by Monsanto or the sale of the consumer
Roundup® business. Unless Monsanto terminates the Marketing Agreement for an event of default by the Company,
Monsanto is required to pay a termination fee to the Company that varies by program year. If Monsanto terminates the
Marketing Agreement upon a change of control of Monsanto or the sale of the consumer Roundup® business prior to
September 30, 2008, the Company will be entitled to a termination fee in excess of $100 million. If the Company
terminates the Marketing Agreement upon an uncured material breach, material fraud or material willful misconduct
by Monsanto, it is entitled to receive a termination fee in excess of $100 million if the termination occurs prior to
September 30, 2008. The termination fee declines over time from $100 million to a minimum of $16 million for
terminations between September 30, 2008 and September 30, 2018. If Monsanto were to terminate the Marketing
Agreement for cause, the Company would not be entitled to any termination fee, and it would lose all, or a significant
portion, of the significant source of earnings and overhead expense absorption the Marketing Agreement provides.
Monsanto may also be able to terminate the Marketing Agreement within a given region, including North America,
without paying a termination fee if sales to consumers in that region decline: (1) over a cumulative three fiscal year
period; or (2) by more than 5% for each of two consecutive years.

5. IMPAIRMENT, RESTRUCTURING AND OTHER CHARGES
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FISCAL 2007 CHARGES
The Company has not recorded impairment, restructuring and other charges to date in fiscal 2007.
FISCAL 2006 CHARGES
During the three and six month periods ended April 1, 2006, the Company recorded $1.1 million and $5.8 million,
respectively, of restructuring and other charges relating to our profit improvement plan, consisting primarily of
severance and related costs. In addition an impairment charge of $1.0 million was recorded during the first quarter of
fiscal 2006 for a tradename no longer in use in our United Kingdom business.
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The following is the detail of impairment, restructuring and other charges reported in the Condensed, Consolidated
Statements of Operations:

SIX MONTHS ENDED
MARCH
31, APRIL 1,
2007 2006
(IN MILLIONS)
Restructuring and other charges:

Severance $ $ 4.4
Other related costs 14
5.8
Impairment of other intangibles 1.0
$ $ 6.8

The following is a roll-forward of the restructuring and other charges, which are included in Accrued liabilities in the
Condensed, Consolidated Statements of Operations.

SIX MONTHS ENDED
MARCH
31, APRIL 1,
2007 2006
(IN MILLIONS)

Amounts reserved for restructuring and other charges at beginning of fiscal year $ 64 $ 15.6
Restructuring charge 5.8
Payments and other “4.2) (13.2)
Amounts reserved for restructuring and other charges at end of period $ 22 $ 8.2

6. DEBT
The components of long-term debt as of March 31, 2007, April 1, 2006 and September 30, 2006 are as follows:

MARCH SEPTEMBER
31, APRIL 1, 30,
2007 2006 2006
(IN MILLIONS)

Credit Facilities:
Revolving loans $1,208.8 $ 8499 $ 253.8
Term loans 560.0
6 5/8% Senior Subordinated Notes 200.0 200.0
Notes due to sellers 14.9 5.6 15.4
Foreign bank borrowings and term loans 14.7 9.1 2.8
Other 8.5 10.9 9.2

1,806.9 1,075.5 481.2
Less current portions 23.7 11.5 6.0
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$1,783.2 $ 1,064.0 $ 475.2

In connection with the recapitalization plan discussed in Note 2, Scotts Miracle-Gro and certain of its subsidiaries
have entered into the following loan facilities totaling up to $2.15 billion in the aggregate: (a) a senior secured
five-year term loan in the principal amount of $560 million and (b) a senior secured five-year revolving loan facility in
the aggregate principal amount of up to $1.59 billion. Borrowings may be made in various currencies including United
States dollars, Euro dollars, British pounds sterling, Australian dollars and Canadian dollars. The new $2.15 billion
senior secured credit facilities replaced the Company s $1.05 billion senior credit facility. The representations and
warranties, affirmative covenants, negative covenants and events of default under the new credit facilities are similar
to the prior facility. The new facility provides for the collateral pledge of certain domestic accounts receivable
(exclusive of any sold receivables), inventory, and equipment.
The new credit facilities have several borrowing options, including interest rates that are based on (i) a LIBOR rate
plus a margin based on a Leverage Ratio (as defined) or (ii) the greater of the prime rate or the Federal Funds
Effective Rate (as defined) plus 1/2 of 1% plus a margin based on a Leverage Ratio. Commitment fees are paid
quarterly and are calculated as an amount equal to the product of a rate based on a Leverage Ratio (as defined) and the
average daily unused portion of both the revolving and term credit facilities. Amounts outstanding under the new
credit facilities at March 31, 2007 were at interest rates based on LIBOR applicable to the borrowed currencies plus
125 basis points.
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On January 10, 2007, the Company also launched a cash tender offer for any and all of its outstanding 6 5/8% senior
subordinated notes due 2013 in an aggregate principal amount of $200 million. Substantially all of the 6 5/8% senior
subordinated notes were repurchased under the terms of the tender offer on February 14, 2007. The remaining senior
subordinated notes not tendered were subsequently called and repurchased on March 26, 2007. Proceeds from the new
credit facilities were used to fund the repurchase of the 6 5/8% senior subordinated notes, at an aggregate cost of
$209.6 million including an early redemption premium.

At March 31, 2007, the Company had outstanding interest rate swaps with major financial institutions that effectively
converted a portion of our variable-rate debt denominated in the Euro dollar, British pound and U.S. dollar to a fixed
rate. The swaps agreements have a total U.S. dollar equivalent notional amount of $713.9 million. The terms,
expiration date and rates of these swaps are shown in the table below.

NOTIONAL
AMOUNT

IN EXPIRATION FIXED
CURRENCY USDh TERMS DATE RATE
British pound $ 56.7 3 years 11/17/2008 4.76%
Euro dollar 57.2 3 years 11/17/2008 2.98%
US dollar 200.0 2 years 3/31/2009 4.90%
US dollar 200.0 3 years 3/31/2010 4.89%
US dollar 200.0 5 years 2/14/2012 5.20%

The Company has recorded a charge of $18.3 million (including approximately $8.0 million of noncash charges
associated with the write-off of deferred financing costs) during the second quarter of fiscal 2007 relating to the
refinancing of the $1.05 billion senior credit facility and the repurchase of the 6 5/8% senior subordinated notes.
Subsequent Event Master Accounts Receivable Purchase Agreement
On April 11, 2007, the Company entered into a Master Accounts Receivable Purchase Agreement (the MARP
Agreement ) with two banks with a stated termination date of April 10, 2008. The MARP Agreement provides for the
sale, on a revolving basis, of account receivables generated by specified account debtors, with seasonally adjusted
monthly aggregate limits ranging from $55 million to $300 million. The MARP Agreement also provides for specified
account debtor sublimit amounts, which provide limits on the amount of receivables owed by individual account
debtors that can be sold to the banks.
The MARP Agreement provides that although the specified receivables will be sold to the banks, the banks have the
right to require the Company to repurchase uncollected receivables if certain events occur, including the breach of
certain covenants, warranty or representation made by the Company with respect to such receivables. However, the
banks do not have the right to require the Company to repurchase any uncollected receivables if nonpayment is due to
the account debtor s financial inability to pay. The Company has the right at any time to repurchase any receivables
which have been sold to the banks pursuant to the MARP Agreement. The banks will receive a discount on the
adjusted amount (primarily reflecting historical dilution and potential trade credits) of the receivables purchased,
which will effectively be equal to the 30-day LIBOR rate plus a margin of .65% per annum. The Company will
continue to be responsible for the servicing and administration of the receivables purchased by the banks as agent and
trustee for the banks.
The Company will account for advances under the Agreement as short-term debt, in accordance with SFAS 140,

Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities, primarily as a result of
the Company s right to repurchase receivables sold to the banks.
7. COMPREHENSIVE INCOME
The components of other comprehensive income and total comprehensive income for the three and six month periods
ended March 31, 2007 and April 1, 2006, are as follows:
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THREE MONTHS
ENDED SIX MONTHS ENDED
MARCH APRIL MARCH APRIL
31, 1, 31, 1,
2007 2006 2007 2006
(IN MILLIONS) (IN MILLIONS)
Net income $ 834 $ 9438 $ 240 $ 421
Other comprehensive income:
Change in minimum pension liability 0.4)
Change in valuation of derivative instruments (2.5 0.4 0.2
Foreign currency translation adjustments 2.9 0.1 1.2 0.6
Comprehensive income $ 838 $ 953 $ 248 $ 429

8. RETIREMENT AND RETIREE MEDICAL PLANS COST INFORMATION
The following summarizes the net periodic benefit cost for the various retirement and retiree medical plans sponsored
by the Company:

THREE MONTHS SIX MONTHS
ENDED ENDED
MARCH MARCH APRIL

31, APRIL 1, 31, 1,
2007 2006 2007 2006

(IN MILLIONS) (IN MILLIONS)

Frozen defined benefit plans $ 04 $ 05 $09 $ 0.9
International benefit plans 2.0 2.3 3.8 4.2
Retiree medical plan 0.7 0.8 1.3 1.6

9. STOCK-BASED COMPENSATION AWARDS
The following is a recap of the share-based awards granted over the periods indicated:

SIX MONTHS ENDED
MARCH APRIL 1,
31, 2007 2006
Key employees
Options 1,674,247 763,400
Performance shares 30,000
Restricted stock 191,300 159,800
Board of Directors Options 329,649 126,000
Total share-based awards 2,195,196 1,079,200
Aggregate fair value at grant dates (in millions) $ 28.6 $ 19.0

As discussed in Note 2, the Company consummated a series of transactions as part of a recapitalization plan in the
quarter ended March 31, 2007. The payment of a special dividend is a recapitalization or adjustment event under the
Company s share-based awards programs. As such, it was necessary to adjust the number of shares subject to stock
options and stock appreciation rights outstanding at the time of the dividend, as well as the price at which such awards
may be exercised. The adjustments to the outstanding awards resulted in an increase in the number of common shares
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subject to outstanding stock options and stock appreciation rights awards in an aggregate amount of 1.1 million
common shares. The methodology used to adjust the awards was consistent with IRS Code Section 409A and the then
proposed regulations promulgated thereunder and IRC Section 424 and the regulations promulgated thereunder,
compliance with which was necessary to avoid adverse tax issues for the holder of an award. Such methodology also
results in a fair value for the adjusted awards post-dividend equal to that of the unadjusted awards pre-dividend, with
the result that there is no additional compensation expense in accordance with the accounting for modifications to
awards under SFAS 123R, Share-Based Payment.

As of March 31, 2007, Scotts Miracle-Gro had approximately 3.0 million common shares not subject to outstanding
awards and available in support of the grant of new share-based awards.

Total share-based compensation and the tax benefit recognized in compensation expense were as follows for the
period indicated (in millions):

THREE MONTHS ENDED SIX MONTHS ENDED

MARCH APRIL 1, MARCH APRIL 1,
31, 2007 2006 31, 2007 2006
Share-based compensation $5.9 $ 44 $ 10.0 $8.7
Tax benefit recognized 2.1 1.6 3.6 32
14
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Stock Options/SARs
Aggregate option and stock appreciation right award activity consists of the following (options/SARs in millions):

SIX MONTHS ENDED
MARCH 31, 2007 APRIL 1, 2006
WTD. WTD.
No. of Avg. No. of Avg.
Options/ Exercise Options/ Exercise
SARs Price SARs Price
Balance beginning of fiscal year 6.2 $26.09 6.4 $23.09
Granted 0.9 $39.48 0.9 $43.74
Additional awards due to recapitalization 1.1 $25.90
Exercised (1.4) $20.48 0.7) $20.59
Forfeited 0.1 $31.83
Ending balance 6.8 $26.04 6.5 $26.06
Exercisable 4.5 $21.59 3.8 $19.59

The weighted average exercise price for awards granted during fiscal 2007 has been adjusted for the recapitalization
as discussed above. The weighted average exercise price for awards outstanding and awards exercisable at March 31,
2007 also reflects the adjustment.

The intrinsic value of the options and stock appreciation right awards outstanding and exercisable were as follows for
the dates indicated (in millions):

MARCH 31, APRIL 1,
2007 2006
Outstanding $ 1223 $ 128.1
Exercisable 101.0 99.4

The fair value of each award granted has been estimated on the grant date using a binomial model using the
assumptions noted in the following table. Expected market price volatility is based on implied volatilities from traded
options on Scotts Miracle-Gro s common shares and historical volatility on Scotts Miracle-Gro s common shares.
Historical data, including demographic factors impacting historical exercise behavior, is used to estimate the expected
life of an option (the average period of time an option is held before exercise), option exercise and employee
termination within the valuation model. The risk-free interest rate for periods within the contractual life of the option

is based on the U.S. Treasury yield curve in effect at the time of grant. The weighted average assumptions for those
awards granted during the periods indicated, are as follows:

SIX MONTHS ENDED

MARCH APRIL 1,

31,2007 2006
Expected market price volatility 26.3% 23.0%
Risk-free interest rates 4.8% 4.4%
Expected dividend yield 1.1% 1.2%
Expected life of options/SARs 5.83 6.19
Estimated weighted-average grant-date fair value per share of options/SARs $12.05 $ 12.09
Restricted Stock
Aggregate restricted stock award activity is as follows:

WTD Avg.
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Nonvested balance at September 30, 2006
Granted

Vested

Forfeited

Nonvested balance at March 31, 2007

No. of
Shares
302,795
191,300
(94,665)
(8,100)

391,330

15

Grant
Date
Fair Value

Per Share
$ 39.26
45.68
33.21
46.17

$ 43.72
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As of March 31, 2007, there was $24.5 million of total unrecognized compensation cost related to nonvested
share-based compensation arrangements; that cost is expected to be recognized over a weighted-average period of
2.6 years. Unearned compensation is amortized over the vesting period for the particular grant and is recognized as a
component of Selling, general and administrative expense within the Condensed, Consolidated Statements of
Operations.
The total intrinsic value of stock options exercised was $45.0 million and the total fair value of restricted stock vested
was $4.6 million during the six months ended March 31, 2007.
Cash received from option exercises under all share-based payment arrangements during the six months ended
March 31, 2007 was $21.8 million.
10. CONTINGENCIES
Management continually evaluates the Company s contingencies, including various lawsuits and claims which arise in
the normal course of business, product and general liabilities, worker s compensation, property losses and other
fiduciary liabilities for which the Company is self-insured or retains a high exposure limit. Self-insurance reserves are
established based on actuarial estimates. Legal costs incurred in connection with the resolution of claims, lawsuits and
other contingencies generally are expensed as incurred. In the opinion of management, its assessment of contingencies
is reasonable and related reserves, in the aggregate, are adequate; however, there can be no assurance that future
quarterly or annual operating results will not be materially affected by final resolution of these matters. The following
matters are the more significant of the Company s identified contingencies.
Environmental Matters
In 1997, the Ohio Environmental Protection Agency (the Ohio EPA ) initiated an enforcement action against the
Company with respect to alleged surface water violations and inadequate treatment capabilities at the Marysville,
Ohio facility and seeking corrective action under the federal Resource Conservation and Recovery Act. The action
related to discharges from on-site waste water treatment and several discontinued on-site disposal areas.
Pursuant to a Consent Order entered by the Union County Common Pleas Court in 2002, the Company is actively
engaged in restoring the site to eliminate exposure to waste materials from the discontinued on-site disposal areas.
At March 31, 2007, $2.9 million was accrued for environmental and regulatory matters, primarily related to the
Marysville facility. Most of the accrued costs are expected to be paid in fiscal 2007; however, payments could be
made for a period thereafter. While the amounts accrued are believed to be adequate to cover known environmental
exposures based on current facts and estimates of likely outcome, the adequacy of these accruals is based on several
significant assumptions:

that all significant sites that must be remediated have been identified;

that there are no significant conditions of contamination that are unknown to us; and

that with respect to the agreed judicial Consent Order in Ohio, the potentially contaminated soil can be

remediated in place rather than having to be removed and only specific stream segments will require

remediation as opposed to the entire stream.
If there is a significant change in the facts and circumstances surrounding these assumptions, it could have a material
impact on the ultimate outcome of these matters and our results of operations, financial position and cash flows.
On April 27, 2007, the Company received a proposed Order On Consent from the New York State Department of
Environmental Conservation (the Proposed Order ) alleging that during the calendar year 2003, the Company and
James Hagedorn, individually and as Chairman of the Board and the Chief Executive Officer of the Company,
unlawfully donated to a Port Washington, New York youth sports organization forty bags of Scotts® LawnPro Annual
Program Step 3 Insect Control Plus Fertilizer which, while federally registered, was allegedly not registered in the
state of New York. The Proposed Order requests penalties totaling $695,000. The Company is currently investigating
this matter.
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U.S. Horticultural Supply, Inc. (F/K/A E.C. Geiger, Inc.
On November 5, 2004, U.S. Horticultural Supply, Inc. ( Geiger ) filed suit against the Company in the U.S. District
Court for the Eastern District of Pennsylvania. The complaint alleges that the Company conspired with another
distributor, Griffin Greenhouse Supplies, Inc., to restrain trade in the horticultural products market, in violation of
Section 1 of the Sherman Antitrust Act. Geiger has not specified the amount of monetary damages it is seeking. On
June 2, 2006, the Court denied the Company s motion to dismiss the complaint. Fact discovery ended on March 8,
2007. The Company is currently engaged in expert discovery, the deadline for completion of which is October 19,
2007. The deadline for dispositive motions is November 19, 2007.
The Company intends to vigorously defend against Geiger s claims. The Company believes that Geiger s claims are
without merit and that the likelihood of an unfavorable outcome is remote. Therefore, no accrual has been established
related to this matter. However, the Company cannot predict the ultimate outcome with certainty. If the above action
is determined adversely to the Company, the result could have a material adverse effect on the Company s results of
operations, financial position and cash flows. Because Geiger has not specified an amount of monetary damages in the
case (which may be trebled under the antitrust statutes) and discovery has not yet concluded, any potential exposure
that the Company may face cannot be reasonably estimated at this time.
Other
The Company has been named a defendant in a number of cases alleging injuries that the lawsuits claim resulted from
exposure to asbestos-containing products, apparently based on the Company s historic use of vermiculite in certain of
its products. The complaints in these cases generally are not specific about the plaintiffs contacts with the Company or
its products. The Company in each case is one of numerous defendants and none of the claims seeks damages from the
Company alone. The Company believes that the claims against it are without merit and is vigorously defending
against them. It is not currently possible to reasonably estimate a probable loss, if any, associated with the cases and,
accordingly, no accrual or reserves have been recorded in the consolidated financial statements. There can be no
assurance that these cases, whether as a result of adverse outcomes or as a result of significant defense costs, will not
have a material adverse effect on the Company s financial condition, results of operations and cash flows.
The Company is reviewing agreements and policies that may provide insurance coverage or indemnity as to these
claims and is pursuing coverage under some of these agreements, although there can be no assurance of the results of
these efforts.
The Company is involved in other lawsuits and claims which arise in the normal course of business. These claims
individually and in the aggregate are not expected to result in a material adverse effect on the Company s results of
operations, financial position or cash flows.
11. ACQUISITIONS
The Company continues to view strategic acquisitions as a means to enhance the core businesses. During fiscal 2006,
the Company made the following acquisitions:
June 2006 - Certain brands and assets of Landmark Seed Company (professional seed and turfgrasses)
May 2006 - Certain brands and assets of Turf-Seed, Inc. (commercial turfgrasses)
November 2005 - All the outstanding shares of Gutwein & Co., Inc. (wild bird food)
October 2005 - All the outstanding shares of Rod McLellan Company (soil and landscape products).
These acquisitions required cash outlays of $115.0 million, the assumption of $17.0 million in liabilities and deferred
payments, and a commitment to pay in 2012 consideration based on future performance that may approximate
$15.0 million
The Company also continues to invest in the growth of the Scotts LawnService® business. The Company invested
$7.7 million and $4.0 million in aquisitions during the first six months of fiscal 2007 and 2006, respectively.
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12. SEGMENT INFORMATION

The Company is divided into the following segments North America, Scotts LawnService®, International, and
Corporate & Other. This division of reportable segments is consistent with how the segments report to and are
managed by the chief operating decision makers of the Company. The following table presents segment financial
information in accordance with SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information.
Pursuant to SFAS No. 131, the presentation of the segment financial information is consistent with the basis used by
management (i.e., certain costs not allocated to business segments for internal management reporting purposes are not
allocated for purposes of this presentation). Certain reclassifications were made to prior period amounts to reflect the
inclusion of biotech costs and certain other items in the Corporate and Other segment instead of the North America
segment to be consistent with fiscal 2007 reporting.

THREE MONTHS SIX MONTHS
ENDED ENDED
MARCH MARCH
31, APRIL 1, 31, APRIL 1,
2007 2006 2007 2006
(IN MILLIONS) (IN MILLIONS)
Net sales:
North America $753.9 $ 700.5 $ 8915 $ 8262
Scotts LawnService ® 33.7 29.8 59.5 53.4
International 175.5 150.2 238.9 208.5
Corporate & Other 30.2 27.0 74.6 68.9

$993.3 $ 9075 $1,264.5 $ 1,157.0

Operating income (loss):

North America $189.8 $ 1824 $ 160.0 $ 155.1
Scotts LawnService ® (16.7) (13.6) (33.1) (24.9)
International 314 24.6 23.5 194
Corporate & Other (34.0) (25.5) (60.8) (49.1)
Segment total 170.5 167.9 89.6 100.5
Roundup ® amortization 0.2) 0.2) 0.4) 0.9
Amortization (3.8) (3.6) (7.3) (6.9
Impairment of intangibles (1.0)
Restructuring (1.1) (5.8)

$166.5 $ 163.0 $ 819 $ 86.4

MARCH SEPTEMBER
31, APRIL 1, 30,
2007 2006 2006
(IN MILLIONS)

Total assets:

North America $1,950.1 $ 1,880.4 $ 1,339.2
Scotts LawnService ® 162.0 150.7 161.6
International 658.1 609.8 450.9
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Corporate & Other 272.6 218.5 265.9

$3,042.8 $ 2,859.4 $ 2,217.6

Segment operating income or loss represents earnings before amortization of intangible assets, interest and taxes,
since this is the measure of profitability used by management. The Corporate & Other operating loss for the three and
six month periods ended March 31, 2007 and April 1, 2006 includes unallocated corporate general and administrative
expenses, and certain other income/expense items not allocated to the business segments.
Total assets reported for the Company s operating segments include the intangible assets for the acquired businesses
within those segments. Corporate & Other assets primarily include deferred financing and debt issuance costs,
corporate intangible assets, deferred tax assets and Smith & Hawken® assets.
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ITEM 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
OVERVIEW
Management s Discussion and Analysis ( MD&A ) is organized in the following sections:
Executive summary

Results of operations
Segment discussion

Liquidity and capital resources
Executive Summary
We are dedicated to delivering strong, consistent financial results and outstanding shareholder returns by providing
consumers with products of superior quality and value to enhance their outdoor living environments. We are a leading
manufacturer and marketer of consumer branded products for lawn and garden care and professional horticulture in
North America and Europe. We are Monsanto s exclusive agent for the marketing and distribution of consumer
Roundup® non-selective herbicide products within the United States and other contractually specified countries. We
entered the North America wild bird food category with the acquisition of Gutwein & Co. Inc. ( Gutwein ) in
November 2005 and the outdoor living category with the acquisition of Smith & Hawken in October 2004. We have a
presence in Australia, the Far East, Latin America and South America. In the United States, we operate the second
largest residential lawn service business, Scotts LawnService®. In fiscal 2007, our operations are divided into the
following reportable segments: North America, Scotts LawnService®, International, and Corporate & Other. The
Corporate & Other segment consists of our Smith & Hawken® business and corporate general and administrative
expenses.
As a leading consumer branded lawn and garden company, we focus our marketing efforts, including advertising and
consumer research, on creating consumer demand to pull products through the retail distribution channels. In the past
three years, we have spent approximately 5% of our net sales annually on media advertising to support and promote
our products and brands. We have applied this consumer marketing focus for the past several years, and believe that
we receive a significant return on these marketing expenditures. We expect to continue our marketing efforts focused
toward the consumer and make additional targeted investments in consumer marketing in the future to continue to
drive sales and market share growth.
Our sales are susceptible to global weather conditions. For instance, periods of wet weather can adversely impact sales
of certain products, while increasing demand for other products. We believe that our diversified product line provides
some mitigation to this risk. We also believe that our broad geographic diversification further reduces this risk.

Percent Net Sales by Quarter

2006 2005 2004
First Quarter 9.3% 10.4% 8.7%
Second Quarter 33.6% 34.3% 35.2%
Third Quarter 38.9% 38.0% 38.2%
Fourth Quarter 18.2% 17.3% 17.9%

Due to the nature of our lawn and garden business, significant portions of our shipments occur in the second and third
fiscal quarters. Over the past few years, retailers have reduced their pre-season inventories by relying on us to deliver
products in season when consumers buy our products.

Management focuses on a variety of key indicators and operating metrics to monitor the health and performance of
our business. These metrics include consumer purchases (point-of-sale data), market share, net sales (including
volume, pricing and foreign exchange), gross profit margins, income from operations, net income and earnings per
share. To the extent applicable, these measures are evaluated with and without impairment, restructuring and other
charges. We also focus on measures to optimize cash flow and return on invested capital, including the management
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of working capital and capital expenditures.
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Given the Company s strong performance and consistent cash flows, our Board of Directors has undertaken several
actions over the past two years to return cash to our shareholders. We began paying a quarterly cash dividend of 12.5
cents per share in the fourth quarter of fiscal 2005. In fiscal 2006, our Board launched a five-year $500 million share
repurchase program pursuant to which we repurchased 2.0 million common shares for $87.9 million during fiscal
2006. Most recently, on December 12, 2006, the Company announced a recapitalization plan to return $750 million to
the Company s shareholders. This plan expanded and accelerated the previously announced five-year $500 million
share repurchase program (which was canceled). Pursuant to the recapitalization plan, on February 14, 2007, the
Company completed a modified Dutch auction tender offer, resulting in the repurchase of 4.5 million of the
Company s common shares for an aggregate purchase price of $245.5 million ($54.50 per share). On February 16,
2007, the Company s Board of Directors declared a special one-time cash dividend of $8.00 per share ($508 million in
the aggregate) which was paid on March 5, 2007, to shareholders of record on February 26, 2007.

In order to fund these transactions, the Company entered into new credit facilities aggregating $2.15 billion and
terminated its prior credit facility. As part of this debt restructuring, the Company also conducted a cash tender offer
for any and all of its outstanding 6 5/8% senior subordinated notes in an aggregate principal amount of $200 million.
Reference should be made to Note 6, Debt for further information as to the new credit facilities and the repayment and
termination of the prior credit facility and the 6 5/8% senior subordinated notes.

The actions described above reflect management s confidence in the continued growth of the Company coupled with
strong and consistent cash flows that can support the higher levels of debt incurred to finance these actions. Even with
an increase in borrowings under the new credit facilities, we believe we will maintain the capacity to pursue targeted,
strategic acquisitions that leverage our core competencies.

RESULTS OF OPERATIONS

The following table sets forth the components of income and expense as a percentage of net sales for the three and six
month periods ended March 31, 2007 and April 1, 2006:

THREE MONTHS
ENDED SIX MONTHS ENDED
MARCH MARCH
31, APRIL 1, 31, APRIL 1,
2007 2006 2007 2006
(UNAUDITED) (UNAUDITED)

Net sales 100.0% 100.0% 100.0% 100.0%
Cost of sales 62.9 61.8 66.5 65.4
Gross profit 37.1 38.2 33.5 34.6
Operating expenses:
Selling, general and administrative 20.4 20.2 27.3 26.7
Impairment, restructuring and other charges 0.1 0.6
Other expense (income), net 0.1 0.1 (0.3) 0.2)
Income from operations 16.8 18.0 6.5 7.5
Costs related to refinancing 1.9 1.4
Interest expense 1.8 1.4 2.1 1.7
Income before income taxes 13.1 16.6 3.0 5.8
Income taxes 4.7 6.1 1.1 2.1
Income from continuing operations 8.4 10.5 1.9 3.7
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Net sales for the second quarter and first six months of fiscal 2007, grew 9.5% and 9.3%, respectively, versus the
comparable periods of fiscal 2006. The impact of foreign exchange rates reduced sales growth for the second quarter
and first six months by 190 basis points and 210 basis points, respectively. Recent acquisitions favorably impacted
sales growth for the second quarter by 1.0% and for the first six months by 2.1%. Excluding acquisitions and foreign
exchange, sales for the quarter and first six months increased $58.4 million or 6.6% and $59.0 million or 5.1%,
respectively, due to strong performance in every business. Our North America segment saw solid growth in nearly
every category, international sales to date are tracking to the high end of our full-year expectations, Smith &
Hawken® increased sales, while Scotts LawnService® has grown revenues in the face of early season weather
challenges that have impacted service schedules and customer acquisition activities. In recent years, net sales for our
second quarter typically comprise between 34% to 36% of our total fiscal year net sales, while sales for the first six
months have comprised 43% to 45%. There can be no assurance that a similar sales trend will occur for our full fiscal
2007 year.

As a percentage of net sales, gross profit was 37.1% for the second quarter of fiscal 2007 compared to 38.2% for
second quarter of fiscal 2006. For the first six months of fiscal 2007, our gross profit percentage declined to 33.5%
from 34.6% in the comparable period
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of fiscal 2006. Most of the fiscal 2007 margin decrease was anticipated and is being driven by a combination of costs,
acquisitions, and mix. Commodity costs continue to be volatile and have generally increased over the course of the
year. These increases were planned for, with a variety of actions taken to mitigate the effects, including increasing
prices of our products to offset the impact of input cost increases. Other actions include hedging, opportunistic
purchasing and flexible production schedules. Fiscal 2006 strategic acquisitions of wild bird food in the first quarter
and grass seed in the third quarter are dilutive to our overall gross margin rates. Finally, product mix is having a
dilutive effect as we are growing relatively less profitable categories faster than others, though steadily increasing the
rate of profitability within these categories.

Selling, General and Administrative

THREE MONTHS
ENDED SIX MONTHS ENDED
MARCH APRIL MARCH APRIL
31, 1, 31, 1,
2007 2006 2007 2006
(IN MILLIONS) (IN MILLIONS)
(UNAUDITED) (UNAUDITED)
Advertising $ 503 $ 497 $ 637 $ 645
Other selling, general and administrative 148.9 129.9 274.2 237.8
Amortization of intangibles 3.8 3.6 7.3 6.9
$ 203.0 $ 1832 $ 345.2 $ 309.2

Other SG&A expenses increased $19.0 million to $148.9 million in the second quarter and $36.4 million to
$274.2 million for the first six months of fiscal 2007. Other SG&A expenses for the second quarter and first six
months of fiscal 2006 reflect a $9.1 million and $10.0 million benefit, respectively, from an insurance recovery
relating to past legal costs incurred in our defense of lawsuits regarding our use of vermiculite contaminated with
asbestos. Increases in other SG&A spending occurred in our rapidly expanding Scotts LawnService® business in the
amount of $3.4 million for the second quarter and $7.9 million for the first six months. Other SG&A expense
increases of $2.4 million and $4.9 million in for the second quarter and year-to-date period, respectively, are due to
foreign exchange.

Impairment, Restructuring and Other Charges, net:

THREE MONTHS SIX MONTHS
ENDED ENDED
MARCH APRIL MARCH APRIL
31, 1, 31, 1,
2007 2006 2007 2006
(IN MILLIONS) (IN MILLIONS)
(UNAUDITED) (UNAUDITED)
Impairment charges $ $ $ $ 1.0
Restructuring severance and related 1.0 5.7
$ $ 1.0 $ $ 6.7

The Company performs its annual impairment analysis of indefinite-lived intangibles and goodwill during the first
quarter of the fiscal year. The impairment analysis for the first quarter of fiscal 2007 indicated that no impairment
charges were required. The $1.0 million charge recorded in the first quarter of fiscal 2006 related to a trademark
written off in the United Kingdom. Restructuring activities during fiscal 2006 related to further organizational
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adjustments associated with Project Excellence initiated in the third quarter of fiscal 2005.
Interest expense for the second quarter and first six months of fiscal 2007 was $17.9 million and $26.1 million,
respectively, compared to $12.5 million and $19.6 million for the second quarter and first six months of fiscal 2006.
The increase in interest expense for the year-to-date period was driven by a $149.0 million increase in average
borrowings resulting from the recapitalization transactions that were consummated during the second quarter of fiscal
2007. A 60 basis point increase in our weighted average interest rate as compared to the prior year drove the balance
of the increases. This increase in rate resulted from our increased leverage and higher LIBOR rates in general. We also
recorded $18.3 million in costs related to the refinancing undertaken to facilitate the recapitalization transactions.
Income tax expense was calculated assuming an effective tax rate of 36.0% for the first half of fiscal 2007, versus
37.0% for the comparable period in fiscal 2006. The effective tax rate used for interim reporting purposes is based on
management s best estimate of factors impacting the effective tax rate for the fiscal year. Factors affecting the
estimated rate include assumptions as to income by jurisdiction (domestic and foreign), the availability and utilization
of tax credits, the existence of elements of income and expense that may not be taxable or deductible, as well as other
items. There can be no assurance that the effective tax rate estimated for interim financial reporting purposes will
approximate the effective tax rate determined at fiscal year end. The estimated effective tax rate is subject to revision
in later interim periods and at fiscal year end as facts and circumstances change during the course of the fiscal year.
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Diluted average common shares used in the diluted earnings per common share calculation decreased from
69.6 million for the quarter and 70.0 million for the six months ended April 1, 2006 to 67.8 million for the quarter and
68.4 million for the six months ended March 31, 2007. These decreases are attributable to the 4.5 million common
shares repurchased as part of the recapitalization consummated during the second quarter of fiscal 2007, weighted for
the period outstanding, and offset by shares issued upon the exercise of share-based awards and the vesting of
restricted stock. Diluted average common shares also include 1.7 and 1.8 million equivalent shares for the quarter and
year-to-date periods in fiscal 2007 to reflect the effect of the assumed conversion of dilutive stock options and awards.
Equivalent common shares used in fiscal 2006 were 2.1 million for both the quarter and the year-to-date period.
SEGMENT RESULTS

Consistent with fiscal 2006, our fiscal 2007 operations are divided into the following reportable segments: North
America (including Morning Song®), Scotts LawnService®, International, and Corporate & Other. The Corporate &
Other segment consists of Smith & Hawken®, and corporate general and administrative expenses. Segment
performance is evaluated based on several factors, including income from operations before amortization, and
impairment, restructuring and other charges, which is a non-GAAP measure. Management uses this measure of
operating profit to gauge segment performance because we believe this measure is the most indicative of performance
trends and the overall earnings potential of each segment.

The following table sets forth net sales by segment:

THREE MONTHS
ENDED SIX MONTHS ENDED
MARCH APRIL MARCH
31, 1, 31, APRIL 1,
2007 2006 2007 2006
(IN MILLIONS) (IN MILLIONS)
(UNAUDITED) (UNAUDITED)
North America $ 7539 $ 700.5 $ 891.5 $ 8262
Scotts LawnService® 33.7 29.8 59.5 534
International 175.5 150.2 238.9 208.5
Corporate & other 30.2 27.0 74.6 68.9
$ 9933 $ 9075 $1,264.5 $ 1,157.0
The following table sets forth operating income by segment:
THREE MONTHS
ENDED SIX MONTHS ENDED
MARCH APRIL MARCH APRIL
31, 1, 31, 1,
2007 2006 2007 2006
(IN MILLIONS) (IN MILLIONS)
(UNAUDITED) (UNAUDITED)
North America $ 189.8 $ 1824 $ 160.0 $ 155.1
Scotts LawnService® (16.7) (13.6) (33.1) (24.9)
International 314 24.6 23.5 194
Corporate & other (34.0) (25.5) (60.8) (49.1)
Consolidated 170.5 167.9 89.6 100.5
Roundup® amortization 0.2) 0.2) 0.4) 0.4)
Amortization (3.8) 3.6) (7.3) (6.9)
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Impairment of intangibles (1.0)
Restructuring and other charges (1.1) (5.8)
$ 166.5 $ 163.0 $ 819 $ 86.4

North America

North America segment net sales were $753.9 million in the quarter and $891.5 million for the first six months of
fiscal 2007, an increase of 7.6% and 7.9% from the quarter and first six months of fiscal 2006, respectively. Excluding
the impact of the acquisitions, North America sales increased 6.4% and 5.1% for the quarter and first six months of
fiscal 2007, respectively. This segment experienced solid growth in nearly every category. Lawn and garden
fertilizers, growing media, and controls drove the increase which was partially offset by a decline in plant foods as
there was a significant inventory fill at retailers in the second quarter of fiscal 2006 relating to last year s major launch
of LiquaFeed®.
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Operating income generated by the North America segment improved by $7.4 million and $4.9 million in the quarter
and first six months of fiscal 2007, respectively. An increase in net sales drove an increase in gross margin dollars,
however, gross margin rates for the quarter and year-to-date periods decreased by approximately 100 basis points.
Commodity and fuel cost increases and a sales mix that included a higher percentage of lower margin products than in
the comparable periods of the prior year also served to reduce margins. SG&A spending, including media advertising,
increased 6.7% for the quarter and 7.0% for the year-to-date period largely in accordance with plan.
Scotts LawnService®
Compared to the same periods in the prior fiscal year, Scotts LawnService® revenues increased 13.1% to
$33.7 million in the second quarter of fiscal 2007 and 11.4% to $59.5 million in first six months of fiscal 2007. The
increases for the quarter and year-to-date periods are attributable to a 14% increase in customer count offset by the
impact of difficult weather conditions in the second quarter, particularly in the east and midwest, and the timing of
applications completed in the first quarter of fiscal 2007 versus the prior year.
The increase in operating loss for Scotts LawnService® in the second quarter and first six months of fiscal 2007 is
primarily attributable to higher planned SG&A spending as the business continues its rapid growth track, coupled with
infrastructure costs that were built to handle a higher level of sales than experienced due to the factors noted above.
International
Net sales for the International segment in the second quarter and first six months of fiscal 2007 were $175.5 million
and $238.9 million, respectively, a increase of 16.8% and 14.6%, versus the second quarter and first six months of
fiscal 2006. Excluding the effect of exchange rates, net sales increased by 5.9% and 3.7% for the second quarter and
first six months, respectively. All three major consumer markets (the U.K., France, and Germany) saw solid sales
growth in the second quarter of fiscal 2007 as spring weather has been excellent in most markets and the watering ban
that hurt sales in the U.K. in fiscal 2006 has been lifted. Consumer purchases of our products were up nearly 70% in
the U.K. and 10% in France in the second fiscal quarter. This segment also remains on plan for an $8.0 million sales
contribution during fiscal 2007 from the successful launch of LiquaFeed®, mirroring our success in launching this
product in the U.S. last year. Strong growth in the growing media business is also being seen across all of Europe.
Investments in the international supply chain are also beginning to pay off. So far in fiscal 2007, service levels across
Europe are at or above 99%, compared to the low 90% range a year ago. We believe, that like in the U.S., our supply
chain is becoming a key competitive advantage in Europe.
Driven by top-line sales growth, operating income for the quarter and first six months of fiscal 2007 increased by
$6.8 million and $4.1 million, respectively.
Corporate & Other
Net sales for this segment increased $3.2 million for the quarter and $5.7 million year to date. These increases are
primarily due to our Smith & Hawken® business which saw an 11.4% sales gain for the quarter and 8.3% for the
year-to-date period. Double-digit growth in both our retail stores and business-to-business channel during the quarter
were the drivers behind this growth. We continue to see strong results from our new and larger store format and are
encouraged by the consumer response to our new merchandising strategy. We are optimistic about the strong growth
in our patio furniture business with its broader array of products this season. We are also seeing strong consumer
response to our improved selection of garden tools and the overall gardening theme that is now evident in our stores.
These sales gains were partially offset by declines in the direct to consumer business, which includes both catalog and
internet sales. As with our core business, the third quarter is pivotal to the year.
The operating loss for Corporate & Other increased by $8.5 million in the quarter and $11.7 million for the first six
months of fiscal 2007. This increase is primarily attributable to an insurance recovery relating to past legal costs
incurred in our defense of lawsuits regarding our use of vermiculite contaminated with asbestos that positively
impacted SG&A expenses in the amount of $9.1 million and $10.0 million, respectively, for the second quarter and
first six months of fiscal 2006.
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LIQUIDITY AND CAPITAL RESOURCES

Cash used in operating activities was $519.7 million and $558.7 million for the six months ended March 31, 2007 and
April 1, 2006, respectively. The use of cash in the first six months of our fiscal year is due to the seasonal nature of
our operations. We build up inventories in preparation for the spring selling season and accounts receivable increase
significantly due to heavy March shipments. The reduction in the use of cash for operating activities during fiscal
2007 as compared to fiscal 2006 was due primarily to a lower level of inventory builds in fiscal 2007 due to higher
levels of inventory on hand as we entered the current fiscal year.

Cash used in investing activities was $36.0 million and $128.6 million for the six months ended March 31, 2007 and
April 1, 2006, respectively. Our acquisitions of Gutwein and RMC required a net cash outlay of approximately
$97.7 million in the first half of 2006, which were financed with borrowings under our existing lines of credit.
Acquisition activity in the first half of fiscal 2007 was insignificant, with $6.3 million spent on acquisitions relating to
our Scotts LawnService® business. Other capital spending on property, plant and equipment done in the normal
course of business was fairly consistent, with $30.1 million spent during the first half of fiscal 2007 as compared to
the $26.6 million spent in the first half of fiscal 2006.

Financing activities provided cash of $547.8 million and $634.9 million for the six months ended March 31, 2007 and
April 1, 2006, respectively. Financing needs were higher in the first half of fiscal 2006 as compared to fiscal 2007 due
to acquisitions. While cash used in operating activities was also higher in the first half of fiscal 2006 as compared to
fiscal 2007, utilization of existing cash balances financed this need.

Our recapitalization plan that was consummated during the second quarter of fiscal 2007 returned $750 million to
shareholders. In addition, we repurchased all of our 6 5/8% senior subordinated notes in an aggregate principal
amount of $200 million. These actions were financed by replacing, effective February 7, 2007, our prior Revolving
Credit Agreement with new senior secured $2.15 billion multicurrency credit facilities that provide for revolving
credit and term loans through February 7, 2012.

At March 31, 2007, the Company had outstanding interest rate swaps with major financial institutions that effectively
converted a portion of our variable-rate debt denominated in the Euro dollar, British pound and U.S. dollar to a fixed
rate. The swaps agreements have a total U.S. dollar equivalent notional amount of $713.9 million. The terms,
expiration date and rates of these swaps are shown in the table below.

NOTIONAL
AMOUNT

IN EXPIRATION FIXED
CURRENCY USD TERMS DATE RATE
British pound $ 56.7 3 years 11/17/2008 4.76%
Euro dollar 57.2 3 years 11/17/2008 2.98%
US dollar 200.0 2 years 3/31/2009 4.90%
US dollar 200.0 3 years 3/31/2010 4.89%
US dollar 200.0 5 years 2/14/2012 5.20%

As of March 31, 2007, there was $380.4 million of availability under our credit facilities and we were in compliance
with all debt covenants. Our primary sources of liquidity are cash generated by operations and borrowings under our
credit facilities. We believe our new facilities will continue to provide the Company with the capacity to pursue
targeted, strategic acquisitions that leverage our core competencies.

Subsequent to the end of our second fiscal quarter, we entered into a Master Accounts Receivable Purchase
Agreement (the MARP Agreement ) with two banks with a stated termination date of April 10, 2008 as permitted
under our credit facilities. The MARP Agreement was entered into as it provides an interest rate savings of 60 basis
points as compared to borrowing under our new senior secured credit facilities. The MARP Agreement provides for
the sale, on a revolving basis, of account receivables generated by specified account debtors, with seasonally adjusted
monthly aggregate limits ranging from $55 million to $300 million. The MARP Agreement also provides for specified
account debtor sublimit amounts, which provide limits on the amount of receivables owed by individual account
debtors that can be sold to the banks.
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We are party to various pending judicial and administrative proceedings arising in the ordinary course of business.
These include, among others, proceedings based on accidents or product liability claims and alleged violations of
environmental laws. We have reviewed our pending environmental and legal proceedings, including the probable
outcomes, reasonably anticipated costs and expenses, reviewed the availability and limits of our insurance coverage
and have established what we believe to be appropriate reserves. We do not believe that any liabilities that may result
from these proceedings are reasonably likely to have a material adverse effect on our liquidity, financial condition or
results of operations; however, there can be no assurance that future quarterly or annual operating results will not be
materially affected by final resolution of these matters.

In our opinion, cash flows from operations and capital resources will be sufficient to meet debt service and working
capital needs during fiscal 2007 and thereafter for the foreseeable future. However, we cannot ensure that our business
will generate sufficient cash flow from operations or that future borrowings will be available under our credit facilities
in amounts sufficient to pay indebtedness or fund other liquidity needs. Actual results of operations will depend on

numerous factors, many of which are beyond our control.
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ENVIRONMENTAL MATTERS

We are subject to local, state, federal and foreign environmental protection laws and regulations with respect to our
business operations and believe we are operating in substantial compliance with, or taking actions aimed at ensuring
compliance with, such laws and regulations. We are involved in several legal actions with various governmental
agencies related to environmental matters. While it is difficult to quantify the potential financial impact of actions
involving environmental matters, particularly remediation costs at waste disposal sites and future capital expenditures
for environmental control equipment, in the opinion of management, the ultimate liability arising from such
environmental matters, taking into account established reserves, should not have a material adverse effect on our
financial position. However, there can be no assurance that the resolution of these matters will not materially affect
our future quarterly or annual results of operations, financial condition or cash flows. Additional information on
environmental matters affecting us is provided in the fiscal 2006 Annual Report on Form 10-K under ITEM 1.
BUSINESS Environmental and Regulatory Considerations, ITEM 1. BUSINESS Regulatory Actions and ITEM 3
LEGAL PROCEEDINGS.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preceding discussion and analysis of the consolidated results of operations and financial position should be read

in conjunction with our Condensed, Consolidated Financial Statements included elsewhere in this Quarterly Report on
Form 10-Q. Our Annual Report on Form 10-K for the fiscal year ended September 30, 2006 includes additional
information about the Company, our operations, our financial position, our critical accounting policies and accounting
estimates, and should be read in conjunction with this Quarterly Report on Form 10-Q.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risks have not changed significantly from those disclosed in the Company s Annual Report on Form 10-K for
the fiscal year ended September 30, 2006.

ITEM 4. CONTROLS AND PROCEDURES

With the participation of the Company s principal executive officer and principal financial officer, the Company s
management has evaluated the effectiveness of the Company s disclosure controls and procedures (as defined in
Rule 13a-15(e) under the Securities Exchange Act of 1934, as amended (the Exchange Act ), as of the end of the fiscal
quarter covered by this Quarterly Report on Form 10-Q. Based upon that evaluation, the Company s principal
executive officer and principal financial officer have concluded that:

(A) information required to be disclosed by the Company in this Quarterly Report on Form 10-Q and the other
reports that the Company files or submits under the Exchange Act would be accumulated and communicated to
the Company s management, including its principal executive officer and principal financial officer, as
appropriate to allow timely decisions regarding required disclosure; and

(B) information required to be disclosed by the Company in this Quarterly Report on Form 10-Q and the other
reports that the Company files or submits under the Exchange Act would be recorded, processed, summarized,
and reported within the time periods specified in the SEC s rules and forms; and

(C) the Company s disclosure controls and procedures are effective as of the end of the fiscal quarter covered by
this Quarterly Report on Form 10-Q to ensure that material information relating to the Company and its
consolidated subsidiaries is made known to them, particularly during the period in which the Company s
periodic reports, including this Quarterly Report on Form 10-Q, are being prepared.

In addition, there were no changes in the Company s internal control over financial reporting (as defined in
Rule 13a-15(f) under the Exchange Act) that occurred during the Company s fiscal quarter ended March 31, 2007, that
have materially affected, or are reasonably likely to materially affect, the Company s internal control over financial
reporting.
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PARTII OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

On April 27, 2007, the Company received a proposed Order On Consent from the New York State Department of
Environmental Conservation (the Proposed Order ) alleging that during the calendar year 2003, the Company and
James Hagedorn, individually and as Chairman of the Board and the Chief Executive Officer of the Company,
unlawfully donated to a Port Washington, New York youth sports organization forty bags of Scotts® LawnPro Annual
Program Step 3 Insect Control Plus Fertilizer which, while federally registered, was allegedly not registered in the
state of New York. The Proposed Order requests penalties totaling $695,000. The Company is currently investigating
this matter.

Other than as discussed in the preceding paragraph, pending material legal proceedings have not changed significantly
since the first quarter of fiscal 2007.

ITEM 1A. RISK FACTORS

Cautionary Statement on Forward-Looking Statements

We have made and will make forward-looking statements within the meaning of Section 27A of the Securities Act of
1933 and Section 21E of the Securities Exchange Act of 1934 in this Quarterly Report on Form 10-Q and in other
contexts relating to future growth and profitability targets and strategies designed to increase total shareholder value.
Forward-looking statements also include, but are not limited to, information regarding our future economic and
financial condition, the plans and objectives of our management and our assumptions regarding our performance and
these plans and objectives.

The Private Securities Litigation Reform Act of 1995 provides a safe harbor for forward-looking statements to
encourage companies to provide prospective information, so long as those statements are identified as
forward-looking and are accompanied by meaningful cautionary statements identifying important factors that could
cause actual results to differ materially from those discussed in the forward-looking statements. We desire to take
advantage of the safe harbor provisions of that Act.

Some forward-looking statements that we make in this Quarterly Report on Form 10-Q and in other contexts represent
challenging goals for the Company, and the achievement of these goals is subject to a variety of risks and assumptions
and numerous factors beyond our control. Important factors that could cause actual results to differ materially from
the forward-looking statements we make are included in Part I, Item 1A. Risk Factors in our Annual Report on Form
10-K for the fiscal year ended September 30, 2006. All forward-looking statements attributable to us or persons
working on our behalf are expressly qualified in their entirety by those cautionary statements.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

(c) Issuer Purchases of Equity Securities

The following table shows the purchases of common shares of Scotts Miracle-Gro made by or on behalf of the
Company or any affiliated purchaser of Scotts Miracle-Gro as defined in Rule 10b-18(a)(3) under the Securities
Exchange Act of 1934, as amended, for each of the three months in the quarter ended March 31, 2007:

Approximate
Total Number of Dollar
Value of
Common
Common Shares Shares
Total Purchased as that May Yet
Number of Part Be Purchased
Common Average of Publicly Under the
Shares Price Announced Plans or
Paid Per Plans or
Period Purchased Share Programs Programs
December 31, 2006 through
January 31, 2007 $ $
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February 1 through February 28, 2007
March 1 through March 31, 2007

Total

4,504,504

4,504,504

26

$

54.50

54.50

4,504,504

4,504,504
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ITEM 5. OTHER INFORMATION
None.
ITEM 6. EXHIBITS

See Index to Exhibits at page 28 for a list of the exhibits included herewith.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

THE SCOTTS MIRACLE-GRO COMPANY

Date: May 10, 2007

/s/ DAVID C. EVANS

David C. Evans

Executive Vice President and Chief Financial
Officer

(Principal Financial and Principal Accounting
Officer)

(Duly Authorized Officer)
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THE SCOTTS MIRACLE-GRO COMPANY
QUARTERLY REPORT ON FORM 10-Q
FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2007

INDEX TO EXHIBITS
EXHIBIT NO. DESCRIPTION LOCATION
4(a) Amended and Restated Credit Agreement, dated as of February 7, *

2007, by and among The Scotts Miracle-Gro Company as the
Borrower ; the Subsidiary Borrowers (as defined in the Amended and

Restated Credit Agreement); the several banks and other financial
institutions from time to time parties to the Amended and Restated
Credit Agreement; Bank of America, N.A., as Syndication Agent; The
Bank of Tokyo-Mitsubushi UFJ, Ltd, BNP Paribas, CoBank, ACB,
BMO Capital Markets Financing, Inc., LaSalle Bank N.A.,
Cooperatieve Centrale Raiffeisen Boerenleenbank, B.A. Rabobank
Nederland , New York Branch, Citicorp North America, Inc. and The
Bank of Nova Scotia, as Documentation Agents; and JPMorgan Chase
Bank, N.A., as Administrative Agent

4(b) First Amendment, dated as of April 10, 2007, to the Amended and *

Restated Credit Agreement, dated as of February 7, 2007, by and

among The Scotts Miracle-Gro Company as the Borrower ; the

Subsidiary Borrowers (as defined in the Amended and Restated Credit

Agreement); the several banks and other financial institutions from time

to time parties to the Amended and Restated Credit Agreement; the

Syndication Agent and the Documentation Agents named in the

Amended and Restated Credit Agreement and JPMorgan Chase Bank,

N.A., as Administrative Agent

4(c) Amended and Restated Guarantee and Collateral Agreement, dated as *
of February 7, 2007, made by The Scotts Miracle-Gro Company and
each Subsidiary Borrower (and certain of the Subsidiary Borrowers
domestic subsidiaries) under the Amended and Restated Credit
Agreement in favor of JPMorgan Chase Bank, N.A., as Administrative
Agent

4(d) Foreign Pledge Agreement Acknowledgement and Confirmation, dated *
as of March 30, 2007, entered into by Scotts Sierra Investments, Inc.
and OMS Investments, Inc. in favor of JPMorgan Chase Bank, N.A., as
Administrative Agent

10(a) Master Accounts Receivable Purchase Agreement, dated as of April 11, Incorporated herein by
2007, by and among The Scotts Company LLC as seller, The Scotts reference to Exhibit 10.1
Miracle-Gro Company as guarantor and LaSalle Bank National to The Scotts
Association as purchaser Miracle-Gro Company s
Current Report on Form
8-K dated and filed on
April 17, 2007 (File No.
1-13292)
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31(a) Rule 13a-14(a)/15d-14(a) Certification (Principal Executive Officer)

31(b) Rule 13a-14(a)/15d-14(a) Certification (Principal Financial Officer)

*  Filed herewith
28
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