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Part III of this Annual Report on Form 10-K incorporates by reference information (to the extent specific sections are referred to herein) from
the Registrant s Proxy Statement for its 2006 Annual Meeting of Shareholders to be held August 3, 2006.

PART I
ITEM 1. BUSINESS

(a) GENERAL DEVELOPMENT OF THE BUSINESS. Hawkins, Inc. was incorporated in Minnesota
in 1955 and has its principal executive offices at 3100 East Hennepin Avenue, Minneapolis, Minnesota. As used in
this Annual Report on Form 10-K, except where otherwise stated or indicated by the content, Hawkins, we, the
Company, our, or the Registrant means Hawkins, Inc. and its predecessors.

(b) FINANCIAL INFORMATION ABOUT INDUSTRY SEGMENTS. The Company s principal
business is the formulation, blending and distribution of bulk and specialty chemicals, which it conducts in three
principal segments: Water Treatment, Industrial and Pharmaceutical. Financial information regarding these segments
is reported in the Company s audited financial statements. See Items 7 and 8 below.

() NARRATIVE DESCRIPTION OF THE BUSINESS.

) PRODUCTS AND MARKETS. The Company s business is conducted in three segments, Water
Treatment, Industrial and Pharmaceutical, which are more fully described below:

(A) WATER TREATMENT. The Water Treatment segment specializes in providing equipment,

chemicals and solutions to problems for potable water, municipal and industrial wastewater, industrial process water
and non-residential swimming pool water. The Water Treatment Group has warehouses in twelve cities and utilizes a
Driver/Technician/Salesperson approach in supplying products and service to customers in Minnesota, Wisconsin,
Iowa, North Dakota, South Dakota, Nebraska, Illinois, Michigan, Montana, Kansas and Wyoming. In December 2000,
operations in the Minneapolis/St. Paul area relocated to a new 59,000 square-foot facility, the Red Rock facility. The
Red Rock facility, located on the Mississippi River in St. Paul, Minnesota, has improved operational efficiencies, as

the Water Treatment operations are now located at the facility where several key products are produced and the
consolidated warehouse space has reduced the amount of time required to load trucks between deliveries.

(B) INDUSTRIAL. The Industrial segment specializes in providing industrial chemicals and services to
the energy, electronics, chemical processing, pulp and paper, medical device and plating industries. In addition, the
Industrial segment provides products and services to food manufacturers and processing plants. The Industrial
segment also manufactures and sells certain food grade products, including the Cheese-Phos® liquid phosphate
product and other blended products, none of which are material to the Company. This segment conducts its business
primarily through distribution centers and terminal operations.

The Industrial segment receives, stores and distributes various chemicals in bulk, including liquid caustic soda, phosphoric acid, potassium
hydroxide and aqua ammonia; manufactures sodium hypochlorite (bleach) and agricultural products; repackages water treatment chemicals; and
performs custom blending of certain chemicals for customers according to customer formulas. The Industrial segment operates liquid caustic
soda barge terminals to receive shipments during the period the Mississippi River is open to barge traffic (approximately April 1 through
November 15). During the remainder of the year, the Company relies on stockpiles, as well as supplies shipped in by railroad tank car. Pursuant
to operating agreements it has with other chemical companies, the Company receives and stores liquid caustic soda and other chemicals at its
two terminal sites, Hawkins Terminal 1 and Terminal 2. Terminal 1 and Terminal 2 are located on opposite sides of the Mississippi River in St.
Paul, Minnesota. In September 2001, a 1.5 million-gallon caustic soda storage tank was completed at the Red Rock facility, allowing it to serve
as an additional terminal for bulk chemicals. Historically, the property on which the Red Rock facility is located has not been subject to flooding
when Terminals 1 and 2 were not usable due to high water, and the facility was not affected by the most recent flooding in 2001.
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The Industrial segment also includes a manufacturing, blending and sales distribution center for industrial chemicals, food grade chemicals,
high-purity electronic chemicals and laboratory chemicals and supplies. Bulk industrial chemicals are generally repackaged and sold in smaller
quantities to the Company s customers. Sales are concentrated primarily in Wisconsin, Minnesota, northern Iowa, and North and South Dakota.
The principal
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products are acids and alkalis and industrial and food grade salts. The Industrial segment also specializes in sales to the plating and electronic
industries, relying on a specially trained sales staff that works directly with customers on their surface finishing needs.

© PHARMACEUTICAL. The Pharmaceutical segment specializes in providing pharmaceutical
chemicals to pharmacies and small-scale pharmaceutical manufacturers. This segment conducts the majority of its
business through one warehouse located at the principal executive site. The Pharmaceutical segment s sales are
primarily focused throughout the United States.

(ii) NEW PRODUCTS. The Company did not have any significant new products during the fiscal year
ended April 2, 2006.

(iii) RAW MATERIALS. The Company has approximately 300 suppliers, including many of the major
chemical producers in the United States, of which approximately 20 account for a majority of the Company s
purchases. The Company typically has written distributorship agreements or supply contracts with its suppliers that
are renewed from time to time. Although there is no assurance that any contract or understanding with any supplier
will not be terminated in the foreseeable future, most of the produc



