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NewellRubbermaid H Business Segments
|
Newell Rubbermaid is undergoing a transformation from a portfolio-

Office

Products | holding company that grew through acquisitions to a focused group
F1373 / . of leadership platforms that generate internal growth driven by
‘ / strong brands and new product innovation. With a portfolio of
/ Cleaning & , J;;ﬁafe ~ high-potential businesses, the company can achieve above
| Organization average returns and enhance value for our shareholders.
Y

Family
16%

Our vision is to create a global powerhouse in consumer and
commercial products through innovation and a portfolio of Power
Brands that people rely on where they work, live, play and train.

Sales and Operating Income are reported in millions of dollars.

Cleaning & Organization 1

With the most recognized name in its categories, this segment provides high-quality,
innovative solutions for home storage, indoor and outdoor organization, food storage,
cleaning and refuse.

Divisions: Rubbermaid Home, Foodservice, Commercial, Europe, Canada, Asia Pacific

o=t BRUTE

ROUGHNECK
Sales” Operating Income*
2004 $1,858.1 $90.8 4.9%
2003 $2,013.7 $92.0 4.6%
2002 $1,901.8 $169.0 8.9%

Office Products —

As a global leader in writing instruments and art supplies, this segment includes markers, high-
lighters, pens, pencils, fine writing instruments, professional-grade art supplies, as well as office
accessories and organization products, all offered by category-leading brands.

Divisions: Sanford North America, Europe, Latin America, Asia Pacific

Stanpie, Papersmare WATERMAN.®: (70PARKER

Sales* Operating Income*
2004 $1,686.2 $261.9 15.5%
2003 $1,681.2 $309.6 18.4%
2002 $1,684.1 $306.1 18.2%

* For a reconcifiation of sales and operating income by segment to total sales and operating income for Newell Rubbermaid Inc., refer to Management's Discussion and Analysis in Appendix A to the proxy statement accompanying this letter.




Delivering superior performance has enabled these businesses to maintain marketleading status.
This group offers an extensive collection of premium-quality products, including hand tools, power
tool accessories, propane torches, manual paint applicators and cabinet and window hardware.

Divisions: IRWIN North America Power Tools & Accessories, North America Hand Tools,
Latin America, Europe and Asia Pacific; LENOX; BernzOmatic; Shur-Line; Amerock

Tools & Hardware B

IRWIN. i=moxs& BN ot
Sales” Operating Income*

2004 $1,218.7 $181.8 14.9%

2003 $1,199.7 $179.3 14.9%

2002 $783.0 $79.2 10.1%

The most trusted names in kitchenware, infant and juvenile products and hair care are
included in this group. This segment’s product offering includes gourmet cookware, bake-
ware, cutlery, toys, car seats, strollers, highchairs, playards and hair care accessories.

Divisions: Calphalon, Cookware Europe, Little Tikes, Graco, Goody

Home & Family -
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CalphalonS3

Sales” Operating Income™
2004 $1,078.6 $92.6 8.6% ;
2003 $1,103.4 $120.7 10.9% |
2002 $1,112.3 $94.0 85% |
Home Fashions —
This segment furnishes window fashions through its global colfection of window blinds,
shades and drapery hardware. Capturing emerging home décor trends, this segment
offers window solutions in both custom and stock window coverings.
Divisions: Levolor/Kirsch, Home Décor Europe, Swish UK
!
|
. l
& LEVOLOR  Kjrsch’ @ GARDIE®
Sales” Operating Income*
2004 $906.8 $33.0 3.6%
2003 $901.0 $44.4  4.9%

2002 $955.7 $44.3 4.6%




Joseph Galli
Chief Executive Officer

To Our Shareholders,

Newell Rubbermaid is in the midst of a
broad-based transformation from a collection
of independent business units into a focused
group of leadership platforms that demonstrate
excellence in new product development, backed
by best-cost manufacturing and aggressive
marketing programs.

In 2004, we overcame great challenges to
deliver on our earnings and cash flow
commitments, and we continued to progress
in our journey to transform Newell Rubbermaid.
Through our productivity program, Newell
Operational Excellence, we generated $123
million in cost reductions, offsetting unprece-
dented levels of raw material inflation. During
2004, we also completed a three-year restruc-
turing plan, closing 84 facilities worldwide,
and we strengthened our portfolio, divesting
$850 million in revenues of low-margin,
non-strategic businesses.

We improved our financial consistency in 2004 and made progress in areas critical to the
success of our ongoing transformation. We enter 2005 as a stronger company, better positioned
to deliver value to our shareholders through increased innovation and investment behind a
portfolio of powerful brands in consumer and commercial products.

In 2004, we delivered earnings of $1.39 per share®, excluding
charges, reflecting strong performance from the team in
offsetting raw material inflation. Free cash flow* was also
strong at $307 million after dividends, exceeding our

original expectations.

In addition to earnings and cash flow targets, we entered
2004 with a set of priarities and made significant progress
to further our transformation.

Our 2004 priorities included:

« Execute Divestiture Program
* Complete Restructuring Plan
* Further Implement Newell Operational Excellence
« Continue to Execute our "How We Win" Roadmap

Divestiture Program

One of our key learnings in 2003 was that we needed to
move faster in strengthening our portfolio. In 2004, we
created a stronger portfolio with powerful brands, promising
innovation potential and significantly higher gross margins,
by divesting $850 million in revenues of non-strategic
businesses. Proceeds from these divestitures were used to
reduce debt to strengthen our balance sheet.

We have also instituted a more disciplined process to
evaluate and improve our portfolio. The right portfolio for
Newell Rubbermaid consists of businesses that have strong
brands and differentiated products with the potential for
innovation and higher gross margins. Improved margins

will fund demand creation efforts for our products and enable

*Defined on page 6.

us to reinvest back into product development. Most of our
businesses today demonstrate our desired characteristics;
however, that does not mean we are going to invest equally
in them. Profitability and potential returns determine how we
allocate our resources.

Over 60% of our portfolio consists of businesses whose
operating margins and return on invested capital collectively
exceed our long-term target of 15%. We classify these as
"Invest" businesses, and we are investing resources into
top-line growth initiatives. The remaining businesses are in
various stages of profitability, with returns below our long-term
targets, but we have made improvements in this portion of
our portfolio. n some cases this has meant making radical
changes to business models or shrinking businesses into
smaller, but more profitable units. We continue to focus on
moving toward higher margins and returns before

executing top-line growth initiatives in these businesses.

Restructuring

We embarked on an aggressive three-year restructuring
program in May 2001 to reduce costs and improve our
manufacturing network and global supply chain. We
completed this plan and have closed 84 facilities worldwide,
reducing headcount by over 12,000. Through 2004, we
realized approximately $100 million in annualized savings
and expect to realize an additional $25-$50 million in 2005.

Completing this restructuring plan is a significant milestone
for the company, and | extend my congratulations to our
employees for their tremendous efforts. This plan proved to
be more difficult to execute than we ariginally thought in 2001,
yet the team stayed focused and successfully closed a
breathtaking number of facilities, relocated production and
maintained customer service levels — all within our timeframe

(a) Earnings of $1.39 per share exclude restructuring, impairment or divestiture related charges of $487.2 million, or §1.46 per share. On a GAAP basis, the company reported a loss of $0.07 per share.




and budget. As a result, we have achieved permanent
reductions in our fixed-cost base and are hetter positioned
to support future efforts in new product development. We
recognize our competitive landscape is continuously
changing, therefore, we remain committed to evaluating our
cost base and taking the necessary steps to become the
"best cost" supplier of our products.

Newell Operational Excellence

Itis critical to have a process for achieving cost savings on
an ongoing basis in facilities we continue to operate. Newell
Operational Excellence (NWL OPEX) is the process we have
developed using best practices from methodologies such as
Six Sigma, Kaizen, Kanban and other lean manufacturing
principles. Our rollout of this program in 2002 introduced a
new mindset of continuous improvement in manufacturing.
In 2004, we further improved our prospects for this program
with the in-depth training of more than 5,000 employees in
our processes, metrics and targets, and by dedicating
additional resources to dfive accountability at all levels of
the organization. This further implementation of NWL OPEX
allowed us to realize $123 million in productivity savings.

"How We Win"

Our "How We Win" Roadmap for Success is a powerful
formula that has driven considerable change at

Newell Rubbermaid. It is a comprehensive approach that not
only addresses financial measures and strategic focus, but
also encompasses organizational development, our day-to-
day operating cycle and our culture. We remain focused on
these fundamentals, which will allow us to create a world-
class organization that will win in the marketplace.

Our "How We Win" Roadmap:

The ks D emSUIFES

The Right

The Right

Operating Cycle
5 e Cullure

The Right M@ﬂl%ﬂﬂ"@% Our five key financial metrics

include internal sales growth, operating income as a percent
of sales, working capital as a percent of sales, free cash flow
and return on invested capital. Together, these metrics
balance profitability and asset utilization to drive the right
behavior for the long-term success of Newell Rubbermaid.

Internal Sales Growth* declined 2.0% in 2004. This
performance reflects our strategic decision to exit certain
low-margin product lines of approximately $275 million, or
4% of sales. These products were in categories that did not
reward innovation or brands with premium price, making
near-term and potential long-term returns unattractive for us.

In 2005, we will continue to move away from low-margin

categories and expect to exit an additional $200 million in
sales. These exits put short-term pressure on sales growth;

*Defined on page 6.

however, we are committed to doing the right thing for the
long-term health of the organization. We believe that
Newell Rubbermaid is capable of delivering internal sales
growth in the range of 2%-4% long term. This is achievable
through new product introductions, new market categories
and select market share and geographic expansion.

Operating Income* (Ol) as a percent of sales was 9.5% for
2004. Compared to the prior year, this reflects relatively flat
gross margins with an increase in selling, general and
administrative expenses (SG&A). Our long-term target for
operating income is 15%. As we continue to invest in growth
initiatives, we believe that SG&A will increase and level out
around 20%, making gross margin expansion critical to
achieving our long-term Ol target. Gross margin performance
in 2004 was hampered by record raw material inflation of
$116 million. Although we experienced gross margin declines
in the first half of 2004, we responded with productivity
savings and pricing initiatives in the second half of the year,
exiting 2004 with positive momentum and gross margin
expansion. Raw material pressure will be more challenging
in 2005; however, through a combination of productivity and
price increases, we expect to overcome this near-term
challenge and demonstrate gross margin improvement for
the full year 2005.

Working Capital* as a percent of sales improved to 23.7%

in 2004. Our team demonstrated excellent results in working
capital management over the past four years, driving working
capital down from 29% to its current level. Our long-term
goal is a 20% level, which we expect to achieve primarily
through inventory reductions and accounts payable
management. We have shown good progress here and
anticipate ongoing annual improvements.

Free Cash Flow™, which we calculate after dividends,
improved to $307 million in 2004. This strong performance
reflects improved capital spending discipline. In 2004,

we spent $122 million on fixed capital, while historical annual
spending ranged from $250-$300 million. With a focus on
reducing the operating leverage of our businesses, we are
exiting low-margin, capital-intensive product lines through
divestiture and discontinuance, and are working to shift some
of the fixed capital burden to our supply partners. We have
also become more disciplined at deploying our own fixed
capital, prioritizing investments into high-margin, high-return
businesses. With our emphasis on de-capitalization, a range
of $125-$150 million in capital spending is an appropriate
level to support strategic initiatives in our current portfolio
and to allow us to generate free cash flow in line with
earnings growth.

Return on Invested Capital* showed modest improvement to
9.6%, reflecting progress in reducing our asset base and
debt levels. Our focus on improving profitability, combined
with investment discipline, should aliow us to improve this
metric to reach our long-term goal of at least 15%.

The Right gﬁ[ﬁea@@gy Our strategy is comprised of

six company-wide, transformational initiatives. Following this
approach will allow us to further develop our core
competencies and deliver improvements in our financial
metrics. Our strategic initiatives are productivity, streamlining,
new product development, marketing, strategic account
management and collaboration.

Productivity. Productivity is reducing the cost of products
sold through purchasing, manufacturing and distribution and
transportation initiatives. Productivity gains can be achieved
whether we manufacture domestically or overseas, in our own
facilities or through an outsourced model. As | mentioned,
NWL OPEX is in its early stages. A change of this magnitude




A commiiment to innovation bridges

businesses In our diverse market categories. We

R\ revolution in gourmet cookware RWIN® Blue Blade®

esists wear. Its bi-metal blade al:

Bi-metal technology makes
the iRWIN® Biue Blade™
flexible and shatterproof.

Rubbermaid® Paint Buddy ™

It's Fast! it's Easy! It's Done!

Stores paint to quickly and easily touch-up scuffs,
nicks and marks on painted surfaces.

Sharpie® Mini
Half the size of a regular Sharpie® marker, the Sharpie® Mini

features a convenient cap clip that attaches to a key chain,
golf bag, backpack and more.
i




Sharpie® RT

Television Campaign
Only one free hand? Grab a new Sharpie® RT. This was the message in the fall
television campaign supporting the launch of the new Sharpie® RT retractable
permanent marker. The ad conveyed product features to a diverse consumer
audience and reinforced Sharpie's Write Qut Loud™ theme, encouraging users to be
bold and expressive.

R
mARKER

e Bhami, e
- Shanpig, &+

Calphalon® One”™
Print Advertising

"I CONTROL WHAT STICKS AND WHAT DOESN'T"-
proclaims Peter Hoffman, Chef/Owner of the Savoy
in New York City, referring to the controlled-release
benefit of Calphalon® One™. Endorsements from
Kurt Busch Peter and other culinary authorities were captured in
a series of print advertisements throughout a variety

®
NEXTEE®A§CA5h . of targeted publications that reinforced the superior
up ampion performance of this breakthrough technology.
Kurt Busch made a permanent

mark in NASCAR history, winning “1 contrel what sticks and what doesn't.”
his first career NASCAR NEXTEL o

Cup Series championship in 2004.
Throughout racing season, the
Sharpie® and [IRWIN® brands
have garnered significant national
exposure through the sponsorship
of the #97 team.

Exparienca wow LeiphaionDe son/éend

Calphalon 2

NEXTEL.
One




Five Key Measures

(reconciliation provided on page 8)

We have defined five key financial metrics to drive the right
behavior for the long-term success of Newell Rubbermaid.

INTERNAL
SALES
GROWTH

(percent)

Net sales growth for:businesses owned longer than.one
year, including minor acquisitions and divestitures.

Long-Term Target: 2%-4%

OPERATING
INCOME

(percent of net sa/és)

|

FREE CASH | o s
FLOW 03 $242

{in millltons of cellers) | ., -~ 530

takes time to institutionalize. As our operating rhythm
improves, our team will generate additional savings every
year. Our 2004 productivity savings were $123 million, or
2.8%, and we remain committed to our internal goal to
generate 5% in productivity savings every year. Through
NWL OPEX, we plan to further reduce scrap, waste, rework
and rejects and improve material flow, generating higher
levels of cost reductions in 2005.

Streamlining. Streamlining is reducing non-strategic selling,
general and administrative expenses. Streamlining savings
are reinvested in strategic areas to support growth initiatives.
In 2004, we were able to fund additional investment in prod-
uct development and advertising in our Office Products seg-
ment through streamlining unnecessary administrative costs.

New Product Development. Newell Rubbermaid is
committed to developing high-quality, innovative products
that command premium pricing. We are implementing a
consistent product development process across our
organization that begins with identifying unmet needs and
developing solutions to deliver the ideal end-user experience.
New product development will be a core competency for
Newell Rubbermaid. With the completion of the restructuring
plan, we are prioritizing our investment in this critical initiative.
Today, the new product pipelines in our businesses are in
different stages of excellence, but examples of our 2004
launches provide evidence of our traction.

Calphalon® One™
Calphalon€5 | Calphalon has been a favorite in gourmet

v | cookware for over 40 years. The Calphalon®
One™ series of products is an exceptional

INFUSED ANODIZED

line to continue the heritage of this great

brand. Infused Anodized technology, exclusive to Calphalon®
One™, is a breakthrough in cookware performance. An
advanced-release polymer infused into the metal, creates a
surface that delivers the classic results expected from tradi-
tional cookware, with the added benefit of controlled food
release. This performance is unmatched in the marketplace.
The second product line in the series, Calphalon® One™
Nonstick, also features an innovative cooking surface. It is
engineered with a proprietary matrix of four interlocking
nonstick layers, resulting in superior nonstick durability.

IRWIN® Blue Blade™ and LENOX Gold™

IRWIN IRWIN Industrial Tools and LENOX, makers of
* | hand tools and power tool accessories, also

LENOX#.| brought proprietary innovation to the market-

place with their entries into utility knives and

Cash flow provided by operafions, less cividsnes and
eapliel expendiiures.

RETURN ON | o g 0.5t
INVESTED | 0.4%
CAPITAL | w 9.3%

(percent)

Treiling 12-month afier-tax @@@@%@ Incoms, exelvding
restructuring end ofher charges, civiced by & fve-quarier

L

blades. Both IRWIN® Blue Blade™ and LENOX Gold™ feature
bi-metal technology. Constructed of two types of steel, the
bi-metal combination produces a hardened edge that stays
sharp longer, with a body that flexes to resist breaking. These
features are superior to a standard carbon blade. LENOX has
further enhanced its line through a titanium nitride coating
process to improve the life and durability of the blade.

These highly successful new products brought demonstrable
innovations to the marketplace. As we shift our company's
focus to product development, our flow of new products will
continue to gain momentum.

Marketing. We have tremendous strength in our portfolio

of Power Brands — we hold the number one or two brand
position in virtually all of our businesses. Building equity in
our Power Brands is critical to creating a long-term, defend-
able market position where users insist on our brands and
products. To do this, we have found that a blend of traditiona)
television and print advertising, coupled with grassroots
marketing focused on creating demand with the end user,

is appropriate for our product offerings.




Sharpie® RT Campaign
. | The Sharpie® RT permanent marker offers the

S/Zaﬂ{)@ same great ink and product quality expected

from the Sharpie® brand, in an innovative,
I retractable form. A fall television advertising
campaign supported the product faunch by demonstrating its
unique features and benefits to a diverse consumer audience,
contributing to the double-digit sales growth for the Sharpie®
brand in 2004.

Shorge

#97 Sharpie/IRWIN Racing

For the past four years, we have actively
sponsored Kurt Busch, driver of the #97
IRWWINL | Sharpie/IRWIN Ford in the NASCAR®
CHRRCHE NEXTEL® Cup Series. Kurt had a tremendous
year in 2004, winning the series championship and inaugural
NEXTEL Cup. Kurt and his successes have provided our
brands with impressive media opportunities, but our grass-
roots marketing support surrounding race day has provided
an even greater impact. In 2004, our team was track-side at
23 NASCAR venues across the United States, demonstrating
and sampling our category-leading products to brand-loyal
consumers in the NASCAR community. Individual interaction
creates demand for our products and strengthens recognition
and preference for our Sharpie® and IRWIN® brands.

Strategic Account Management. Strategic Account
Management is focusing on strong retailers to create
high-growth potential distribution for new and existing product
lines. Newell Rubbermaid's distribution is different compared
to most of our peers. With strategic partners in discount
stores, warehouse clubs, office supply, home centers, food
and drug, specialty channels and commercial channels, we
have very diverse distribution and are not overly concentrated
in one particutar channel. Newell Rubbermaid is a company
that is uniquely structured to develop our business in both
consumer and commercial channels.

Collaboration. Collaboration means leveraging the collective
strengths of our people and our businesses to generate more
value for the organization. Throughout Newell Rubbermaid,
our teams are focused on executing our strategies in their
divisions, but by working together, we can becocme better,
faster. Sharing brands, leveraging manufacturing expertise,
opening doors to retailer relationships, developing best prac-
tices — all of these collaborative efforts allow us to overcome
obstacles and maximize opportunities better than any individ-
ual or division could accomplish on its own. Collaboration
transiates into improved performance and a competitive
advantage for the businesses within Newell Rubbermaid.

. o o

The Right (DrgamizAtioOn organizational devel-
opment has been 2 true highlight for Newell Rubbermaid.

We have had a major infusion of talent that better aligns the
skill set of the organization with our long-term success factors,
adding expertise in product development, marketing and
operational excellence. We have rewarded our high-potential
employees and have presented them with developmental
oppartunities in our 30 divisions and sales organizations. We
have created a "farm system" for talent through our Phoenix
Program that targets recent college graduates, and we contin-
ue to promote ambitious, proven individuals. We have also
established a balance of short-term and long-term reward sys-
tems to retain our people and to keep the organization
focused on value creation for our shareholders.

In 2004, we further strengthened our management team with
the addition of Steven G. Marton, Group President Office
Products. Steven joined us from Colgate Palmolive and brings
a wealth of global consumer products experience in new
product development and marketing. He will lead the team in
realizing the tremendous potential of this global business.

Having the Right Organization also encompasses the
leadership on our board of directors. After 18 years of
service, Chairman William P. Sovey retired. We are grateful
for his many years of counsel and commitment to

Newell Rubbermaid. William D. Marohn, former Vice
Chairman of Whirlpool Corporation, was named Chairman.
He has served on our board for five years and has been a
tremendous asset as we have embarked on the
transformation of Newell Rubbermaid. We also welcomed to
our board Michael T. Cowhig, President Global Technical
and Manufacturing at Gillette, and Mark D. Ketchum, former
President Globa!l Baby and Family Care at Procter & Gamble.
These gentlemen bring significant consumer products
expertise and are valuable additions to our board.

The unlimited potential we have at Newell Rubbermaid has
allowed us to attract and retain outstanding talent at all levels
of the organization.

The Right (Jperating Cycle stying con-
nected with our businesses is critical, and our Operating
Cycle helps us to do that. Through a series of monthly, quar-
terly and annual reviews at the corporate and divisional levels,
we are monitoring our progress against core metrics. This
allows us to better recognize and communicate best practices
and collaborate on opportunities and challenges in our busi-
ness. It facilitates the timely assessment of our businesses,
our management team and our competitive landscape.

The Right C@HQMH"@ Culture is a significant part of
our organizational journey, and we have seen it strengthen
every year. The Newell Rubbermaid culture fosters and
rewards results, customer focus, continuous improvement
and breakthrough thinking. We made bold steps in 2004 to
improve the long-term prospects for Newell Rubbermaid.
These shared experiences strengthened our common bonds
and further rooted our culture.

Looking Ahead

We will strengthen our portfolio in 2005. In fact, we have
made some early progress with our January 2005 announce-
ment of an agreement for the intended sale of our European
Curver business, a division with $150 million in revenue within
our Cleaning & Organization segment. In addition to moving
away from less strategic businesses, we look to enhance the
growth-oriented segments of our portfolio.

In 2005, the organization will shift focus and investment

to new product development, marketing and brand building
in our high-margin businesses. With our team and our
portfolio of brands, we are capable of creating a strong
pipeline of innovative new products that will generate
above average returns.

We will continue to execute our "How We Win" Roadmap.
Focusing on our Roadmap in 2004 allowed us to make good
progress, but we know that our best performance lies ahead.
With confidence in our strategy and our 31,000 employees,
we will continue the evolution of Newell Rubbermaid into a
world-class consumer and commercial products company.

Sincerely,

s bat

Joseph Galli
Chief Executive Officer




Developing Tomorrow's Leaders

Newell Rubbermaid's Phoenix Program is a grassroots marketing
initiative that gives recent college graduates an opportunity to work with
some of the most powerful brands in consumer and commercial
products. High-potential representatives are deployed at strategic
retailers to focus on sales and in-store merchandising, while
developing experience with our products, retail partners and
end-users. Individuals with valuable, practical business insights create
a strong bench of talent to support the company's "promote from within"
philosophy. This initiative has been very successful, and since 2001,
over 650 graduates of the program have been promoted into a variety
of positions throughout our 30 divisions and sales organizations.

Chad.McDondld 'y, S
PriodL‘c;t Mdnager

.

LEGEND

As a Phoenix representative, Chad McDonald developed extensive product knowledge
through training and conducting hands-on product demonstrations. This fueled his interest for
a career in marketing. His hard work and results in the
field were rewarded with a promotion to an associate
marketing role in the IRWIN division. Chad's continued
demonstration of leadership and project management,
coupled with the company's commitment to collaborate across divisions, allowed him to
further advance to his current position as a Product Manager in the BernzOmatic division.

Allison Burdge also began her career in the Phoenix Program, where she quickly achieved
in-depth knowledge of home center retailers. Her command of the industry and her ability
to effectively communicate our diverse portfolio of businesses allowed her to rapidly build
credibility with customers and within Newell Rubbermaid. With her proven skill set and
demonstrated results, Allison has excelled in her sales career. Currently, she is a Key
Account Manager for one of our largest strategic retailers, with sales responsibility for
Rubbermaid Commercial Products, Rubbermaid Foodservice and Amerock businesses.

The Phoenix Program is part of Newell Rubbermaid's long-term success, providing the
) ’ company with a competitive advantage at the store level while shaping its future leaders.
Allison Beigage The company will continue to promote ambitious, proven individuals in its ongoing
K?@TVAACCQ““ aager commitment to develop the right organization.

Five Key Measures Reconciliation (numbers have been restated to reflect 2004 divestitures)

nternal Sales Growth 12 Months Ending December 31, Operating Income % of Sales 12 Months Ending December 31, Free Cash Flow 12 Months Ending December 31,
2002 2003 2004 2002 2003 2004 2002 2003 2004

Net Sales $6,436.9  $6,899.0 $6,748.4 Operating Income As Reported $558.7 $497.2 $194.6 | Net Cash provided

Less: Sales from Acq/Divest. 318.4 349.2 (10.0) Add; Restructuring & Other Charges 119.9 2328 443.5 by operating activites 3868.9 $773.2 $660.0

Intemal Sales 58,1185 65498 6.758.4 Operating Income Exciuding Charges 679.6 730.0 636.1 Less: Expendtture for plant,

property and eguipment 2521 300.0 121.9

Less: Prior Year Net Sales 5,926.8 6,436.9 6.899.0 . Cument Year Net Sales 86,4369 $6,899.0 $6,7484 Less: Cash Dividends 224.4 2308 231.0

Intema! Sales Growth (Decline) $181.7 §112.9 $(140.6)

Intemal Sales Growth (Dedine)% 2.0~ ; o Free Cash Flow $392.4 $2423 | | 83071
Working Capital % of Sales Q4 2001 Q12002 Q22002 Q3 2002 Q4 2002 Q1 2003 Q372003 Q32003 Q4 2003 Q12004 022004 Q32004 Q4 2004
Accounts Reosivable $1,2426 $1.0239 $1.271.2 $1,187.0 $1,326.1 $1,234.0 §1,412.7 $1.345.7 $1,387.1 $1,243.0 $1,309.2 $1,184.3 $1,278.7
Plus: Inventory 890.8 931.5 1,064.6 1,052.8 993.4 1,036.2 1,083.8 1,025.0 884.8 987.1 1,015.2 1.060.0 9723
Less: Accounts Payable 433.5 4658 585.1 586.9 591.0 636.1 753.4 728.9 6947 656.6 657.9 633.1 682.9
Total Working Capital 51,693.9 $1.489.6 $1,750.7 $1,642.9 $1,728.5 31,6341 $1743.2 $1,640.8 $1,687.2 $1,573.5 $1,666.5 $1.611.2 $1,568.1
Average Working Capital of the

Previous § Quarters $1.6623 $16668 $16013
Divided by Net Sales 6436.9 6.8990 67484
pon—
Retum on Invested Capital Q4 2001 Q12002 Q2 2002 Q32002 Q4 2002 Q12003 Q2 2003 Q32003 Q4 2003 Q12004 Q2 2004 Q32004 Q42004

Ol Excluding Changes™ $679.6 $730.0 $638.1

Effective Income Tax Rate 33.6% 32.4% 31.0%

After-Tax O Exduding Charges 3451.0 $493.5 $440.3
Notes Payable $19.1 $26.0 $28.7 $27.7 $25.2 $24.5 3374 $316 $219 $127 $129 $14.0 $21.3
Cument Portion of Long-Term Debt 8075 553.0 3002 4058 4240 2279 1298 308 135 14.1 1738 2150 1856
Long-Tesm Debt? 1,3850 20807 27320 25087 23721 2893.0 30825 30542 2,868.6 28707 24840 24398 24243
Stockholders Equity 24334 18854 20258 2,048.7 20835 22218 23228 23263 20163 18118 1,800.3 168287 1,764.2
Total Invested Capial $4,625.0 54,545.1 $5,086.7 $4.9879 $4,884.8 $5367.2 $5,562.5 354429 $4.920.3 $4.8093 $4.571.1 $4,295.3 $4,3054
After-Tax Ol Excluding Charges $451.0 $493.5 $4403

Divided by Average Invested Capital
of Previous 5 Quarters 48258 52335 45983

(1) Charges exciuded from “as reponted” results are restructuring, impainment, acquisition or divestiture related charges. (2) Long-Term Debt reflects adoption of Fin. 46.




NewellRubbermaid

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On May 11, 2005

To the Stockholders of NEWELL RUBBERMAID INC.:

You are cordially invited to attend the annual meeting of stockholders of NEWELL RUBBERMAID
INC. (the “Company”} to be held on Wednesday, May 11, 2005, at 10:00 a.m., local time, at the Grand
Hyatt Hotel, 3300 Peachtree Road (located at the northwest corner of Peachtree Road and Piedmont
Road), Atlanta, Georgia.

At the'ahnualv; meeting, you will be asked .'t‘o: :

+ Elect four directors of the Company to serve for a tcrm of three years,
» Ratify the appointment of Ernst & Young LLP as thc Company s independent registered pubhc
accountmg firm for the year 2005;

« Vote on a proposal submitted by a stockholder if it is properly presented at the meeting; and

+ Transact such other business as may properly come before the annual meeting and any adjournment
or postponement of the annual meeting.

Only stockholders of record at the close of business on March 15, 2005 may vote at the annual
meeting or any adjournment or postponement thereof.

Whether or not you plan to attend the annual meeting, please act promptly to vote your shares with
respect to the proposals described above. You may vote your shares by marking, signing and dating the
enclosed proxy card and returning it in the postage-paid envelope provided. You also may vote your shares
by telephone or through the Internet by following the instructions set forth on the proxy card. If you
attend the annual meeting, you may vote your shares in person, even if you have previously submitted a
proxy in writing, by telephone or through the Internet.

By Ordef of the Board of Directors,

P M-

Dale L. Matschullat
Vice President — General Counsel &
Corporate Secretary

March 28, 2005

-IMPORTANT-

The Company’s audited financial statements for fiscal year 2004, together with Management’s
Discussion and Analysis of Financial Condition and Results of Operations and other related information,
are attached as Appendix A to this proxy statement.
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| NewellRubbermaM

NEWELL RUBBERMAID INC.
10B Glenlake Parkway
~ Suite 600 ,
Atlanta, Georgia 30328

PROXY STATEMENT FOR ANNUAL MEETING OF
STOCKHOLDERS TO BE HELD ON MAY 11, 2005

You are receiving this proxy statement and proxy card from us because you own shares of common
stock in Newell Rubbermaid Inc. (the “Company”). This proxy statement describes the proposals on
which we would like you to vote. It also gives you information so that you can make an informed voting
decision. We first mailed thls proxy statement and the form of proxy to stockholders on or about
March 28 2005.

VOTING AT THE ANNUAL MEETING
Date, Time and Place of the Annual Meeting

We will hold the annual meeting at the Grand Hyatt Hotel, 3300 Peachtree Road (located at the
northwest corner of Peachtree Road and Piedmont Road), Atlanta, Georgia, at 10:00 a.m., local time, on
May 11, 2005.

Who May Vote

Record holders of the Company’s common stock at the close of business on March 15, 2005 are entitled
to notice of and to vote at the annual meeting. On the record date, approximately 275,249,250 shares of
common stock were issued and outstanding.

Quorum for the Annual Meeﬁng

A quorum of stockholders is necessary to take action at the annual mecting. A majority of the
outstanding shares of common stock of the Company, present in person or by proxy, will constitute a
quorum. Votes cast in person or by proxy at the annual meeting will be tabulated by the inspectors of
election appointed for the annual meeting. The inspectors of election will determine whether a quorum is
present at the annual meeting. The inspectors of- election will treat instructions to withhold authority,
abstentions and broker non-votes' as present for purposes of determining the presence of a quorum. In the
event that a quorum i§ not present at the annual meeting, we expect that the annual meeting will be
adjourned or postponed to solicit additional proxies.

Votes Requ'iréd

The four nominees for director who receive the greatest number of votes cast in person or by proxy at
the annual meeting will be elected directors of the Company. The vote required for ratification of the
appointment of Ernst & Young LLP as the Company’s independent registered public accounting firm for
the year 2005 and approval of the stockholder proposal is the affirmative vote of a majority of the shares of
common stock present in person or by proxy and entitled to vote at the annual meeting.

You are entitled to one vote for each share you own on the record date on each proposal to be
considered at the annual meeting. A broker or other nominee may have discretionary authority to vote
certain shares of common stock if the beneficial owner or other person entitled to vote those shares has not
provided instructions.




With respect to election of directors, you may vote in favor of all nominees, withhold votes as to all
nominees or withhold votes as to specific nominees. Instructions to withhold authority to vote will have no
effect on the election of directors because directors are elected by a plurality of votes cast. With respect to
ratification of the appointment of Ernst & Young LLP and the stockholder proposal, you may vote in favor
of or against either such proposal or you may abstain from voting. Any proxy marked “abstain” with
respect to the proposal to ratify the appointment of Ernst & Young LLP or the stockholder proposal will
have the effect of a vote against the proposal. Shares represented by a proxy as to which there is a broker
non-vote or a proxy in which authority to vote for any matter considered is withheld will have no effect on
the vote for the election of directors, the ratification of the appointment of Ernst & Young LLP or the
stockholder proposal.

How to Vote

You may attend the annual meeting and vote your shares in person. You also may choose to submit
your proxies by any of the following methods:

* Voting by Mail. If you choose to vote by mail, simply complete the enclosed proxy card, date and
sign it, and return it in the postage-paid envelope provided. Your shares will be voted in accordance
with the instructions on your proxy card. If you sign your proxy card and return it without marking
any voting instructions, your shares will be voted FOR the election of all director candidates
nominated by the Board of Directors, FOR the ratification of the appointment of Ernst & Young
LLP, AGAINST the stockholder proposal and in the discretion of the persons named as proxies on
all other matters that may come before the annual meeting or any adjournment or postponement
thereof.

+ Voting by Telephone. You may vote your shares by telephone by calling the toll-free telephone
number provided on the proxy card. Telephone voting is available 24 hours a day, and the
procedures are designed to authenticate votes cast by using a personal identification number located
on the proxy card. The procedures allow you to give a proxy to vote your shares and to confirm that
your instructions have been properly recorded. If you vote by telephone, you should not return your
proxy card.

» Voting by Internet. You also may vote through the Internet by signing on to the website identified
on the proxy card and following the procedures described in the website. Internet voting is availablé
24 hours a day, and the procedures are designed to authenticate votes cast by using a personal
identification number located on the proxy card. The procedures allow you to give a proxy to vote
your shares and to confirm that your instructions have been properly recorded. If you vote by
Internet, you should not return your proxy card. '

If you are a stockholder whose shares are held in “street name” (i.e., in the name of a broker, bank .
or other record holder), you must either direct the record holder of your shares how to vote your shares or
obtain a proxy, executed in your favor, from the record holder to be able to vote at the annual meeting.

This proxy statement is also being used to solicit voting instructions for the shares of the Company’s
common stock held by trustees of the Newell Rubbermaid 401 (k) Savings Plan (the “Newell 401 (k)
Plan”) for the benefit of plan participants. Participants in the Newell 401 (k) Plan have the right to direct
the trustees regarding how to vote the shares of Company stock credited to their accounts. Unless
otherwise required by law, the shares credited to each participant’s account will be voted as directed.
Participants in the Newell 401 (k) Plan may direct the trustees by telephone, by the Internet or by
completing and returning a voting card. If valid instructions are not received from a Newell 401 (k) Plan
participant by May 6, 2005, such participant’s shares will be voted proportionately in the same manner in
which the trustee votes all shares for which it has received valid instructions.




How You May Revoke or Change Your Vote

You may revoke your proxy at any time before it is voted at the annual meeting by any of the
following methods:

* Submitting a later-dated proxy by mail, over the telephone or through the Internet.

+ Sending a written notice, including by telegram or facsimile, to the Corporate Secretary of the
Company. You must send any written notice of a revocation of a proxy so that it is received before
the taking of the vote at the annual meeting to:

Newell Rubbermaid Inc.

10B Glenlake Parkway, Suite 600
Atlanta, Georgia 30328
Facsimile: 1-770-407-3987
Attention: Corporate Secretary

+ Attending the annual meeting and voting in person. Your attendance at the annual meeting will not
in and of itself revoke your proxy. You must also vote your shares at the annual meeting. If your
shares are held in “street name” by a broker, bank or other record holder, you must obtain a proxy,
executed in your favor, from the record holder to be able to vote at the annual meeting.

1If you require assistance in changing or revoking your proxy, please contact the Company’s proxy
solicitor, Morrow & Co., Inc., at the following address or telephone number:

Morrow & Co., Inc.

445 Park Avenue, 5th Floor
New York, New York 10022
Phone Number: 1-800-566-9061

Costs of Solicitation

This proxy statement and the accompanying proxy card are being furnished to stockholders in
connection with the solicitation of proxies by the Board of Directors of the Company. The Company will
pay the costs of soliciting proxies. The Company has retained Morrow & Co., Inc. to aid in the solicitation
of proxies and to verify certain records related to the solicitation. The Company will pay Morrow & Co.,
Inc. a fee of $10,000, plus $5 per holder for any individual solicitation, as compensation for its services and
will reimburse it for its reasonable out-of-pocket expenses.

In addition to solicitation by mail, directors, officers and employees of the Company may solicit
proxies from stockholders by telephone, telecopy, telegram, Internet or in person. Upon request, the
Company will also reimburse brokerage houses and other custodians, nominees and fiduciaries for their
reasonable expenses in sending the proxy materials to beneficial owners.




PROPOSAL 1—ELECTION OF DIRECTORS

The Company’s Board of Directors is currently comprised of 12 directors who are divided into three
classes, with each class elected for a three-year term. Alton F. Doody, a current director whose term
expires at the annual meeting, is not standing for re-election, and the Board of Directors has acted to
reduce the size of the Board to 11 members, with such change to take effect immediately prior to the
annual meeting. The Company is grateful for Dr. Doody’s 29 years of exemplary service as a director. The
Board of Directors has nominated Michael T. Cowhig, Mark D. Ketchum, William D. Marohn, and
Raymond G. Viault for re-election as Class IIT directors at the annual meeting. If elected, Mr. Marohn,
Mr. Cowhig, Mr. Ketchum and Mr. Viault will serve until the annual meeting of stockholders to be held
in 2008 and until their successors have been duly elected and qualified.

Proxies will be voted, unless otherwise indicated, for the election of the four nominees for director. All
of the nominees are currently serving as directors of the Company and have consented to serve as directors
if elected at this year’s annual meeting. The Company has no reason to believe that any of the nominees
will be unable to serve as a director. However, should any nominee be unable to serve if elected, the Board
of Directors may reduce the number of directors, or proxies may be voted for another person nominated as
a substitute by the Board of Directors.

The Board of Directors unanimously recommends that you vote FOR the election of each nominee
for director. ' ‘

Information about the nominees and the continuing directors whose terms expire in future years is set
forth below. The dates shown for service as a director of the Company include service as a director of the
predecessor of the Company prior to July 1987.

Director
Name and Background Since

Nominees for Class III Directors Continuing in Office—Term Expiring in 2008

Michael T. Cowhig, age 58, has been President, Global Technical and Manufacturing of
The Gillette Company (a manufacturer and marketer of consumer products) since
January 2004. Mr. Cowhig joined Gillette in 1968, and thereafter served in a variety
of roles, including Senior Vice President, Global Manufacturing and Technical
Operations—Stationery Products from 1996 to 1997, Senior Vice President,
Manufacturing and Technical Operations—Grooming from 1997 to 2000, Senior Vice
President, Global Supply Chain and Business Development from 2000 to 2002, and
Senior Vice President, Global Manufacturing and Technical Operations from 2002 to
2004. Mr. Cowhig is also a director of Wilsons The Leather Experts Inc. (a retailer
of leather outerwear, accessories and apparel) .......... ... ... . i ... 2005




Name and Background

Mark D. Ketchum, age 53, retired on November 1, 2004, as President, Global Baby and
- Family Care of The Procter & Gamble Company (a manufacturer and marketer of
consumer products), a position he had held since 1999. Mr. Ketchum joined P&G in
1971, and thereafter served in a variety of roles, including Vice President and General
Manager—Tissue/Towel from 1990 to 1996 and President—North American Paper
Sector from 1996 to 1999. Mr. Ketchum is also a diréctor of Hillenbrand Industries, Inc.
(a provider of goods and services for the health care and funeral services industries) . . ..

William D. Marohn, age 64, has been Chairman of the Board of the Company since
May 2004. He retired in December 1998 as Vice Chairman of the Board of Whirlpool
Corporation (a manufacturer and marketer of major home appliances), a post he held
since February 1997. From October 1992 through January 1997, Mr. Marohn served
as the President and Chief Operating Officer of Whirlpool Corporation. From January
through October 1992, he was President of Whirlpool Europe, B.V. From April 1989
through December 1991, Mr. Marohn served as Executive Vice President of
Whirlpool’s North American Operations and from 1987 through March 1989 he was
President of Whirlpool’s Kenmore Appliance Group. Prior to retirement, Mr. Marohn
had been associated with Whirlpool since 1964. Mr. Marohn is also a director at
Hanson Logistics (a provider of flexible refrigerated storage and logistics solutions) ..

Raymond G. Viault, age 60, retired on September 27, 2004 as Vice Chairman of
General Mills, Inc. (a manufacturer and marketer of consumer food products), a post
he held since 1996. From 1990 to 1996, Mr. Viault was President of Kraft Jacobs
Suchard in Zurich, Switzerland. Mr. Viault was with Kraft General Foods for a total
of 20 years, serving in a variety of major marketing and general management
positions. Mr, Viault is also a director of VF Corp. (an apparel company) and
Safeway Inc. (a food and drug retailer) ....... ... .. .. . .

Director

Since

2005

1999




Name and Background

Class I Directors Continuing in Office—Term Expiring in 2006

Thomas E. Clarke, age 53, has been President of New Business Ventures of Nike, Inc..
(a designer, developer and marketer. of footwear, apparel, equipment. and accessory
products) since June 2001. Dr. Clarke joined Nike, Inc. in 1980. He was appointed
divisional vice president in charge of marketing in 1987, corporate Vice President in

1989, General Manager in 1990, and served as President and Chief Operating Officer -

from 1994 to 2000. Dr. Clarke previously held various positions with Nike, Inc.,
primarily in research design, development and marketing ........................

Joseph Galll Jr., age 46, has been President and Chief Executive Oﬁicer of the
Company since January 2001. Prior thereto, Mr. Galli was President and Chief -
Executive Officer of VerticalNet, Inc. (an internet business-to-business- company)
from June 2000 until January 2001. From June 1999 until June 2000, he was
President and Chief Operating Officer of Amazon.com (an internet business-to-
consumer company). From 1980 until June 1999, Mr. Galli held a variety of positions

with The Black and Decker Corporation (a manufacturer and marketer of power tools

and accessories), culminating as President of Black and Decker’s Worldwide Power
Tools and Accessories Group ........... e e

Elizabeth Cuthbert Millett, age 48, has been the owner and operator of Plum Creek
Ranch, located in Newcastle, Wyoming (a commercial cattle productlon company)
formore than five years........ ... ..o i, T

Class II Directors Continuing in Oﬂ"lcg—Term Expiring in 2007

Scott S. Cowen, age 58, has been the President of Tulane University and Seymour S.
Goodman Memorial Professor of Business since July 1998. From 1984 through July
1998, Dr. Cowen served as Dean and Albert J. Weatherhead, 111 Professor of
Management, Weatherhead School of Management, Case Western Reserve
University. Prior to his departure in 1998, Dr. Cowen had been associated with Case
Western Reserve University in various capacities since 1976. Dr. Cowen is also a
director of American Greetings Corp. (a manufacturer of greeting cards and related
merchandise), Forest City Enterprises (a real estate developer) and Jo-Ann Stores
(an operator of retail fabric shops) ........ . ... . .

Cynthia A. Montgomery, age 52, has been a Professor of Business Administration at the
Harvard University Graduate School of Business since 1989. Prior thereto,
Dr. Montgomery was a Professor at the Kellogg School of Management at
Northwestern University from 1985 to 1989. She is also a director of Harvard
Business School Publishing (a publishing company) and certain registered investment
companies managed by Merrill Lynch & Co. or one of its subsidiaries..............

Allan P. Newell, age 58, has been a private investor for more than five years .. ........

Gordon R. Sullivan, age 67, General, U.S. Army (Ret.), has been President of the
Association of the United States Army since February 1998. From 1995 through
1997, General Sullivan served as President of Coleman Federal, a division of Coleman
Research Corporation (a systems engineering company and a subsidiary of Thermo
Electron Corporation). From 1991 through 1995, General Sullivan served as the
32nd Chief of Staff of the United States Army and as a member of the Joint Chiefs
of Staff. Prior thereto, General Sullivan served as Vice Chief of Staff and Deputy
Chief of Staff for Operations and Plans of the United States Army. General Sullivan
is also a director of Shell Qil Company (a petroleum company), Electronic Warfare -
Associates, Inc. (an information technology company) and the Institute for Defense
Analyses (an institute providing analysis on national security issues) ...............

Director

Since




INFORMATION REGARDING BOARD OF DIRECTORS AND COMMITTEES

General

: The primary responsibility of the Board of Directors is to oversee the affairs of the Company for the
benefit of the Company’s stockholders. To assist it in fulfilling its duties, the Board of Directors has
delegated certain authority to the Audit Committee, the Organizational Development & Compensation
Committee and the Nominating/ Governance Committee. The duties and responsibilities of these standing
committees are described below under “Committees.”

The Board of Directors has adopted the “Newell Rubbermaid Inc. Corporate Governance
Guidelines.” The purpose of these guidelines is to ensure that the Company’s corporate governance
practices enhance the Board’s ability to discharge its duties on behalf of the Company’s stockholders. The
Corporate Governance Guidelines, which are available under the “Corporate Governance” link on the
Company’s website at www.newellrubbermaid.com, include: '

+ a requirement that a majority of the Board will be “independent directors,” as defined under the
applicable rules of The New York Stock Exchange, Inc. (“NYSE”) and any standards adopted by
the Board of Directors from time to time;

+ a requirement that all- members of the Audit Committee, the Organizational Development &
Compensation Committee and the Nominating/Governance Committee will be “independent
directors” as defined under the applicable rules of the NYSE and any standards adopted by the
Board of Directors from time to time;

« mandatory director retirement at the annual meeting immediately following the attainment of
age 73;

s regular executive sessions of non-management directors outside the presence of management at
least four times a year, provided that if the non-management directors include one or more
directors who are not “independent directors” under the applicable NYSE rules, the independent
directors also will meet, outside the presence of management in executive session, at least once a
year;

» annual review of the Board’s performance;

« regular review of management succession planning and annual performance reviews of the Chief
Executive Officer; and

- the authority of the Board to engage independent legal, financial, accounting and other advisors as
it believes necessary or appropriate to assist it in the fulfillment of its responsibilities, without
consulting with, or obtaining the advance approval of, any Company officer.

Director Independence

Pursuant to the Corporate Governance Guidelines, the Board of Directors undertook its annual review
of director independence in February 2005. During this review, the Board of Directors considered whether
or not each director has any material relationship with the Company (either directly or as a partner,
shareholder or officer of an organization that has a relationship with the Company) and has otherwise
complied with the requirements for independence under the applicable NYSE rules.

As a result of this review, the Board of Directors affirmatively determined that all of the Company’s
current directors are “independent” of the Company and its management within the meaning of the
applicable NYSE rules and under the standards set forth in the Corporate Governance Guidelines, with
the exception of Mr. Galli. Mr. Galli is considered an inside director because of his employment as the
President and Chief Executive Officer of the Company. -
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An entity in which Dr. Doody and certain members of his immediate family collectively own an
interest of slightly below 50%, from time to time, purchases Calphalon brand cookware and other products
from the Company for use and resale in connection with the operation of a culinary center in New
Orleans, Louisiana. Sales by the Company to this entity in 2004 and 2005 have totaled approximately
$28,500 (as of March 1, 2005). Pursuant to the Board’s direction, the pricing and all other terms of sale
are no more favorable to this entity, and no less favorable to the Company, than the terms on which the
Company sells the same products to similarly situated buyers under similar circumstances. The Board has
concluded that, under these facts and circumstances, Dr. Doody’s interest in these transactions is not
material and would not influence his decisions or actions as a director of the Company, and that
Dr. Doody therefore complies with the requirements for independence under the applicable NYSE rules.

Meetings

The Company’s Board of Directors held 13 meetings during 2004, All directors attended the 2004
annual meeting of stockholders and at least 75% of the Board meetings and meetings of Board committees
on which they served. Under the Company’s Corporate Governance Guidelines, each director is expected
to attend the annual meeting of the Company’s stockholders.

The Company’s non-management directors held four meetings during 2004 separately in executive
session without any members of management present. The Company’s Corporate Governance Guidelines
provide that the presiding director at each such session is the Chairman of the Board or lead director, or in
his or her absence, the person the Chairman of the Board or lead director so appoints. The Chairman of
the Board currently presides over executive sessions of the non-management directors.

Committees

The Board of Directors has an Audit Committee, an Organizational Development & Compensation
Committee and a Nominating/Governance Committee.

Audit Committee. The Audit Committee, whose chairperson is Dr. Cowen and whose other current
members are Mr. Ketchum, Mr. Newell, General Sullivan and Mr. Viault, met 12 times during 2004. The
Board of Directors has affirmatively determined that each member of the Audit Committee is an
“independent director” within the meaning of the applicable U.S. Securities and Exchange Commission
(“SEC”) regulations, the applicable NYSE rules and the Company’s Corporate Governance (Guidelines.
Further, the Board of Directors has affirmatively determined that each of Dr. Cowen, the chairperson of
the Audit Committee, and Mr. Viault is qualified as an “audit committee financial expert” within the
meaning of the applicable SEC regulations.

The Audit Committee assists the Board of Directors in fulfilling its fiduciary obligations to oversee:
+ the integrity of the Company’s financial statements;

+» the Company’s compliance with legal and regulatory requirements;

+ the qualifications and independence of the Company’s independent auditors; and

+ the performance of the Company’s internal audit function and independent auditors.

In addition, the Audit Committee:

» is directly responsible for the appointment, compensation, retention and oversight of the work of the
Company’s independent auditors;

« has established procedures for the receipt, retention and treatment of complaints regarding
accounting, internal accounting controls and auditing matters, including procedures for confidential,
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anonymous submission by employees of concerns regarding questionable accounting or audit
matters; and

» has the authority to engage independent counsel and other advisors as it deems necessary to carry
out its duties.

The Audit Committee acts under a written charter that is available under the “Corporate
Governance” link on the Company’s website at www.newellrubbermaid.com.

Organizational Development & Compensation Committee. The Organizational Development &
Compensation Committee, whose chairperson is Dr. Clarke and whose other current members are
Mr. Cowhig, Ms. Millett, General Sullivan, and Mr. Viault, met six times during 2004. The Board of
Directors has affirmatively determined that each member of the Organizational Development &
Compensation Committee is an “independent director” within the meaning of the applicable NYSE rules
and the Company’s Corporate Governance Guidelines. '

The Organizational Development & Compensation Committee is principally responsible for:

» reviewing the Company’s executive compensation programs to ensure the attraction, retention and
appropriate reward of executive officers, to motivate their performance in the achievement of the
Company’s business objectives, and to align the interest of the executive officers with the long-term
interests of the Company’s shareholders;

+ reviewing and recommending to the Board of Directors (or, in the case of the Chief Executive
Officer, the independent members of the Board of Directors) base salary amounts for the Chief
Executive Officer and his direct reports, annual incentive programs and payout of such plans for the
Chief Executive Officer and key executives, individual stock option and restricted stock grants, as
well as all policies related to the issuance of options and restricted stock within the Company, and
annual performance objectives for the Company to be achieved by the Chief Executive Officer;

« reviewing and reporting to the Board of Directors progress on the Company’s organizational
development activities, including succession planning and training of all management levels; and

» conducting an annual review and making recommendations to the Board of Directors on director
compensation.

The Organizational Development & Compensation Committee acts under a written charter
that is available under the “Corporate Governance” link on the Company’s website at
www.newellrubbermaid.com.

Nominating/Governance Committee. The Nominating/Governance Committee, whose chairperson is
Dr. Montgomery and whose other current members are Dr. Clarke, Dr. Doody, and Ms. Millett, met five
times during 2004. The Board of Directors has affirmatively determined that each member of the
Nominating/Governance Committee is an “independent director” within the meaning of the applicable
NYSE rules and the Company’s Corporate Governance Guidelines.

The Nominating/Governance Committee is principally responsible for:

» identifying and recommending to the Board of Directors candidates for nomination or appointment
as directors;

» reviewing and recommending to the Board of Directors appointments to Board committees;

+ developing and recommending to the Board of Directors corporate governance guidelines for the
Company and any changes to those guidelines;

e reviewing, from time to time, the Company’s Code of Business Conduct and Ethics and certain
other policies and programs intended to promote compliance by the Company with its legal and
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ethical obligations, and recommending to the Board of Directors any changes to the Company’s
Code of Business Conduct and Ethics and such policies and programs; and

« oversecing the Board of Directors’ annual evaluation of its own performance.

The Nominating/Governance Committee acts under a written charter that is available under the
“Corporate Governance” link on the Company’s website at www.newellrubbermaid.com.

Director Nomination Process

'The Nominating/Governance Committee is responsible for identifying and recommending to the
Board of Directors candidates for directorships. The Nominating/Governance Committee considers
candidates for Board membership who are recommended by members of the Nominating/Governance
Committee, other Board members, members of management and individual stockholders. Once the
Nominating/Governance Committee has identified prospective nominees for director, the Board is
responsible for selecting such candidates. As set forth in the Corporate Governance Guidelines, the Board
seeks to identify as candidates for director persons from various backgrounds and with a variety of life
experiences, a reputation for integrity and good business judgment and experience in highly responsible
positions in professions or industries relevant to the conduct of the Company’s business. In selecting
director candidates, the Board takes into account the current composition of the Board and the extent to
which a candidate’s particular expertise and experience will complement the expertise and experience of
other directors. The Board considers candidates for director who are free of conflicts of interest or
relationships that may interfere with the performance of their duties. '

From time to time, the Nominating/Governance Committee has engaged the services of Christian &
Timbers, a global executive search firm, to assist the Nominating/Governance Committee and the Board
of Directors in identifying and evaluating potential director candidates. Christian & Timbers identified
Messrs. Cowhig and Ketchum as director candidates and recommended their candidacy to the
Nominating/Governance Committee in 2004. The Nominating/Governance Committee evaluated such
individuals against the criteria set forth above and recommended them to the full Board of Directors for
election.

A stockholder who wishes to recommend a director candidate for consideration by the Nominating/
Governance Committee should submit such recommendation in writing to the Nominating/ Governance
Committee at the address set forth below under “Communications with the Board of Directors.” A
candidate recommended for consideration must be highly qualified and must be willing and able to serve
as a director. Director candidates recommended by stockholders will receive the same consideration given
to other candidates and will be evaluated against the criteria outlined above.

Communications with the Board of Directors

The independent members of the Board of Directors have adopted the Company’s “Procedures for the
Processing and Review of Stockholder Communications to the Board of Directors,” which provide for the
processing, review and disposition of all communications sent by stockholders or other interested persons to
the Board of Directors. Stockholders and other interested persons may communicate with the Company’s
Board of Directors or any member or committee of the Board of Directors by writing to them at the
following address:

Newell Rubbermaid Inc.

Atiention: [Board of Directors]/[Board Member]
c/o Corporate Secretary

Newell Rubbermaid Inc.

10B Glenlake Parkway, Suite 600

Atlanta, Georgia 30328
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Communications directed to the independent or non-management directors should be sent to the
attention of the Chairman of the Board or the chairperson of the Nominating/Governance Committee,
c/o Corporate Secretary, at the address indicated above.

Any complaint or concern regarding financial statement disclosures, accounting, internal accounting
controls, auditing matters or violations of the Company’s Code of Ethics for Senior Financial Officers
should be sent to the attention of the General Counsel at the address indicated above or may be submitted
in a sealed envelope addressed to the chairperson of the Audit Committee, c/o General Counsel, at the
same address, and labeled with a legend such as: “To Be Opened Only by the Audit Committee.” Such
accounting complaints will be processed in accordance with procedures adopted by the Audit Committee.
Further information on reporting allegations relating to accounting matters is available under the
“Corporate Governance” link on the Company’s website at www.newellrubbermaid.com.

Code of Ethics

The Board of Directors has adopted a “Code of Ethics for Senior Financial Officers”, which is
applicable to the Company’s senior financial officers, including the Company’s principal executive officer,
principal financial officer, principal accounting officer and controller. The Company also has a separate
“Code of Business Conduct and Ethics” that is applicable to all Company employees, including each of
the Company’s directors and officers. Both the Code of Ethics for Senior Financial Officers and the Code
of Business Conduct and Ethics are available under the “Corporate Governance” link on the Company’s
website at www.newellrubbermaid.com. The Company posts any amendments to or waivers from its Code
of Ethics for Senior Financial Officers (to the extent applicable to the Company’s principal executive
officer, principal financial officer, principal accounting officer or controller, or persons performing similar
functions) or to the Code of Business Conduct and Ethics (to the extent applicable to the Company’s
directors or executive officers) at the same location on the Company’s website. In addition, a copy of the
Code of Ethics for Senior Financial Officers and the Code of Business Conduct and Ethics may be
obtained without charge upon written request to the office of the Corporate Secretary of the Company at
10B Glenlake Parkway, Suite 600, Atlanta, Georgia 30328.

Compensation of Directors

Directors of the Company who are not also employees of the Company are paid an annual retainer of
$50,000 (the Chairman is paid an annual retainer of $300,000), plus a $2,000 fee for each Board meeting
attended and a $1,000 fee for each committee meeting attended, unless such meetings are conducted by
telephone, in which case the fee is $500 for each meeting. Committee chairs receive an additional
$1,000 fee for each committee meeting attended in person.

Under the Newell Rubbermaid Inc. 2003 Stock Plan (the “2003 Plan”), each new non-employee
director is eligible to receive a stock option grant of up to a maximum of 20,000 shares on the date he or
she joins the Board of Directors, and each non-employee director is eligible to receive a stock option grant
of up to a maximum of 5,000 shares on the date of each annual meeting of stockholders at which he or
she is re-elected or continues as a non-employee director. In addition, each non-employee director is
entitled to receive a restricted stock award of up to a maximum of 2,000 shares at each annual meeting of
stockholders at which he or she is first elected, is re-elected or continues as a non-employee director.
Subject to the limitations of the 2003 Plan, all stock options and restricted stock awards, including the
actual number of shares and the applicable restrictions, terms and conditions, are determined by the Board
of Directors in its discretion. Under the 2003 Plan, stock options may not vest more rapidly than at a rate
of 33'/:% on each anniversary of the date of grant, and restricted stock is generally subject to a minimum
three-year vesting period.
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Each non-employee director of the Company received a grant of an option to purchase 4,000 shares
on the date of the 2004 annual meeting, and each non-employee director first elected or appointed
subsequent to the 2004 annual meeting received an initial grant of an option to purchase 10,000 shares,
despite the higher maximum levels permitted under the 2003 Plan. All such options were granted at an
exercise price equal to the fair market value of the common stock on the date of grant, and become
exercisable in five annual installments of 20%, commencing one year from the grant date. In addition, in
2004 each non-employee director of the Company received a restricted stock award-of 1,000 shares,
despite the higher maximum levels permitted under the 2003 Plan, with all restrlctlons on such shares
lapsing on the thlrd anmversary of the date of grant.
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EXECUTIVE COMPENSATION

Summary

The following table shows the compénsation of the Company’s Chief Executive Officer and each of
the other executive officers named in this section (the “Named Officers”) for the fiscal years ended
December 31, 2004, 2003 and 2002. : ‘

Summary Corﬁpensation Table

Long Term Compensation

_ Awards
Annual Compensation Securities
Other Annual Restricted Underlying All Other
Name and Principal . Salary Bonus Compensation Stock Awards  Options - Compensation
Position ‘ o Year 6] ($) 3 () $)(6) (#) &M
Joseph Galli, Jr. ...... L.L. 2004 $1,200,000 $1,519,200 $338,798  $1,288,500 100,000 $79,925
President and 2003 1,166,673 234,501 201,910 —_ 0 8,000
Chief Executive Officer 2002 1,000,038 1,068,341 122,676 — 200,000 8,000
James J. Roberts. ......... 2004 '$ 700,000 $ 585,270 — § 679,200 50,000 $56,467
Group President and 2003 . 618,333 581,666 — — 122,200 8,000
Chief Operating Officer(1) 2002 467,500 351,887 —_ — 31,800 —
J. Patrick Robinson........ 2004 $ 445,833 $§ 423,453 — $ 566,000 35,000 @ $33,445
Vice President— 2003 391,667 59,063 — — 30,000 8,000
Chief Financial Officer(2) 2002 341,667 365,002 — — 24,800 —
Hartley D. Blaha.......... 2004 $ 400,000 $ 379,920 — — 30,000 $34,200
President— 2003 100,000 350,000 — — 150,000 —
Corporate Development(3) .
Timothy J. Jahnke ........ 2004 $§ 401,667 $ 292,855 ¢ 18,331 § 569,400 50,000 $34,811
Group President(4) 2003 277,500 41,347 56,677 — 20,000 8,000
2002 257,500 275,087 — — 17,700 8,000

(1) Appointed President and Chief Operatlng Officer—Rubbermaid/IRWIN Group cffective
. September 2, 2003. Served as Group President—Irwin from Aprﬂ 1, 2001 to August 31, 2003.

(2) Appointed Vice President—Chief Financial Officer effective November 3, 2004. Served as
- Vice President—Controller and Chief Financial Officer from June 10, 2003 to November 3, 2004,
Served as Controller and Chief Accounting Officer from May 7, 2001 to June 10, 2003.

(3). Appointed President—Corporate Development effective February 24, 2005. Served as
~ Vice President—Corporate Development from October 1, 2003 to February 24, 2005.

(4) Appointed President—Home & Family Products Group effective April 28, 2004. Served as
Vice President—Human Resources from February 1, 2001 to April 28, 2004.

(5) The other annual compensation reported for Mr, Galli in 2004 represents $295,708 for perquisites and
other personal benefits, including $77,488 for health care reimbursements and $204,332 for personal
use of company transportation, and $43,090 in reimbursements of FICA taxes associated with the
implementation of the Retirement Choice Program described below under “Pension and Retirement
Plans.” The other annual compensation reported for Mr. Galli in 2003 represents $85,613 for health
care reimbursements and $116,297 for personal use of company transportation. The other annual
compensation reported for Mr. Galli in 2002 represents $73,228 for health care reimbursements and
$49,448 for personal use of company transportation. The other annual compensation reported for
Mr. Jahnke in 2004 represents reimbursement of FICA taxes associated with the implementation of
the Retirement Choice Program. The other annual compensation reported for Mr. Jahnke in 2003
represents $56,677 for perquisites and other personal -benefits, including a $15,900 moving allowance
and $30,362 for reimbursed moving expenses.
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(6) All restricted stock awarded to the Named Officers in 2004 will vest on the third anniversary of the
date of grant. The value of restricted stock holdings held by each of the Named Officers as of
December 31, 2004, based on the closing price of the common stock on the NYSE as reported in The
Wall Street Journal on such date, was: Mr. Galli, 50,000 shares ($1,209,500); Mr. Roberts,

30,000 shares ($725,700); Mr. Robinson, 25,000 shares ($604,750); Mr. Jahnke, 25,000 shares
($604,750). As provided in the 2003 Plan, dividends are paid on the restricted stock at the same rate
as is paid to all holders of the Company’s common stock.

(7) The compensation reported for each of the Named Officers for 2004 represents the following:
Mr. Galli, $71,725 for the annual credit to Mr. Galli’s account in the Company’s 2002 Deferred
Compensation Plan (referred to herein as a “SRP Cash Account Credit™) pursuant to the cash
account feature of the Newell Rubbermaid Supplemental Retirement Plan (the “SRP”) and $8,200
for Company matching contributions to the Newell 401 (k) Plan; Mr. Roberts, $51,267 for the SRP
Cash Account Credit and $5,200 for Company matching contributions to the Newell 401 (k) Plan;
Mr. Robinson, $25,245 for the SRP Cash Account Credit and $8,200 of Company matching
contributions to the Newell 401 (k) Plan; Mr. Blaha, $26,000 for the SRP Cash Account Credit and
$8,200 for Company matching contributions to the Newell 401 (k) Plan; Mr. Jahnke, $26,611 for the
SRP Cash Account Credit and $8,200 for Company matching contributions to the Newell 401 (k)
Plan. As described below under “Pension and Retirement Plans”, the SRP cash account reduces
benefits otherwise payable to the Named Officers under the traditional defined benefit portion of the
SRP. The compensation reported for the Named Officers for all other years represents Company
matching contributions to the Newell 401 (k) Plan.

Option Grants in 2004

The following table sets forth certain information as to options to purchase common stock granted to
the Named Officers under the 2003 Plan in 2004, and the potential realizable value of each grant of
options, assuming that the market price of the underlying common stock appreciates in value during the
ten-year option term at annualized rates of 5% and 10%.

Option Grants In Last Fiscal Year

Individual Grants . Potential Realizable

Value at Assumed
Number of Percent of Annual Rates of Stock

Securities Total Options . e
Underlying Granted to Exercise Price Appreciation for
Options Employees Price Expiration Option Term(3)

Name Granted (#) (1) in 2004 ($/Sh) (2) Date 5%(8$) 10%(8)
Joseph Galli, Jr. ....... 100,000 3.4772% $23.32 1-08-2014 1,466,582 3,716,607
James J. Roberts ....... 50,000 1.7386% $22.98 5-13-2014 722,600 1,831,210
J. Patrick Robinson .. ... 35,000 1.2170% $22.98 5-13-2014 505,820 1,281,847
Hartley D. Blaha .. ..... 30,000 1.0432% $22.9% 5-13-2014 433,560 1,098,726
Timothy J. Jahnke. ... .. 50,000 1.7386% $22.98 5-13-2014 722,600 1,831,210

(1) All options granted in 2004 become exercisable in annual installments of 20%, commencing one year
from date of grant, with full vesting occurring on the fifth anniversary date of the date of grant.
Vesting may be accelerated as a result of certain changes in control of the Company.

(2) All options were granted at market value on the date of grant, based on the closing price of the
common stock on the NYSE as reported in The Wall Street Journal.

(3) Potential realizable value is reported net of the option exercise price but before taxes associated with
exercise. These amounts assume annual compounding results in total appreciation of approximately
63% (5% per year) and approximately 159% (10% per year). Actual gains, if any, on stock option
exercises are dependent on several factors, including the future performance of the common stock,
overall market conditions and the continued employment of the Named Officer. There can be no
assurance that the amounts reflected in this table will be achieved.
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Option Exercises in 2004

The table below sets forth certain information for 2004 concerning the exercise of options to purchase
shares of common stock granted under the Newell Rubbermaid Inc. Amended and Restated 1993 Stock
Option Plan (the “1993 Option Plan™) and the 2003 Plan by each of the Named Officers and the value of
unexercised options granted under the 1993 Opt1on Plan and the 2003 Plan held by each of the Named

Officers as of December 31, 2004.

Aggregated Option Exerc1ses In Last Fiscal Year And Fiscal

Year-End Option Values

Number of Securities
Underlying Unexercised

Value of Unexercised

| Acireion  Value  Oplorsat Fixa Ly the-toney Options ¢
Name (#) % Exercisable Unexercisable Exercisable Unexercisable
Joseph Galli, Jr. .......... - — 680,000 620,000 $102,000  $141,000
James J. Roberts.......... - — 94,759 205,241 $ 843  $ 54,062
J. Patrick Robinson ....... — —_ 46,940 94,560 $ 309 $ 37,656
Hartley D. Blaha. ......... — — 30,000 150,000 $ 57,000  $260,100
Timothy J. Jahnke ........ 3,000 $67,125 52,919 82,860 $ 468  $ 53812

(1) Represents the difference between $24.05 (the average of the high and low prices of the common
stock on the NYSE as reported in The Wall Street Journal on December 31, 2004) and the option
exercise price multiplied by the number of shares of common stock covered by the options held.

Pension and Retirement Plans

The Pension Plan Table set forth below shows total estimated annual benefits payable upon retirement
(based on the benefit formulas in effect and calculated on a straight life annuity basis, as described below)
to persons covered under the Newell Rubbermaid Pension Plan, a non-contributory defined benefit pension
plan (the “Pension Plan™), as it applies to salaried and clerical employees, and the Newell Rubbermaid
Supplemental Retirement Plan established in 1982 (the “SRP”), including the Named Officers, in
specified compensation and years of credited service classifications, assuming employment until age 65 and
that Social Security benefits remain at the current level.

Pension Plan Table

Years of Service

M 5 10 15 20 30 or more
$ 200,000 ....... i ©$ 12,600 $ 43,400 S 74300 $ 105000 $ 136,000
300,000 ... oeei 28,000 74,300 120,400 166,700 213,000
400,000 .. ... ... e 43,400 105,000 166,700 228,400 290,200
500,000 ... 58,000 136,000 213,000 290,200 367,100
600,000 ..\t 74300 166,700 259,200 351,700 444,200
700,000 ..o 89,600 193,600 305,600 413,500 521,400
800,000 ...\ teirr 105,000 220,300 351,700 475,100 598,400
900,000 ..ttt 120,400 247,500 398,000 536,800 675,600
1,000,000 ...\ 136,000 274,400 444,200 598,400 752,600
1,100,000 . ... ... T 151,300 301,200 490,500 660,200 829,700
1,200,000 ... ooiii 166,700 328,100 536,800 721,800 . 906,900
1,300,000 ................ 182,200 354,300 583,000 783,500 983,900
1,400,000 ... ooeii ., 197,600 381,400 629,300 845,100 1,060,900
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Years of Service

Remuneration 5 10 15 20 30 or more
$1,500,000 ................ $ 213,000 $408,400 $ 675,600 § 906,900 $1,138,100
1,600,000 ................ 228,400 435,400 C 721,800 . 968,400 1,215,100
1,700,000 ........... ... .. 243,800 462,700 - 768,000 1,030,200 1,292,400
1,800,000 ................ 258,500 490,100 811,800 1,089,000 1,366,200
1,900,000 ................ 273,500 518,100 856,300 1,148,700 1,441,100
2,000,000 ....... ... ... 288,800 - 546,500 901,400 1,209,200 1,516,900
2,100,000 ................ 304,600 575,900 947,800 1,271,500 1,595,100
2,200,000 ... 321,000 606,200 995,600 1,335,600 1,675,500
2,3‘00,(.)00 ................ 337,900 637,400 1,044,700 1,401,500 1,758,100
2,400,000 ................ 355,300, 669,500 1,095,100 1,469,100 1,842,900
2,500,000 ... 373,200 702,500 1,146,700 1,538,300 1,929,700
2,600,000 ........ ... ... .. 396,400 736,200 1,330,000 1,702,600 2,098,500 '
2,700,000 ........ ... 417,900 757,400 1,494,700 1,888,500 2,245,100
2,800,000 ................ 435,300 779,500 1,695,100 2,019,200 2,547,800
2,900,000 ................ 451,000. 806,200 1,876,300 2,235,900 2,778,500
3,000,000 ......... ... ... 469,900 837,400 2,084,700 2,401,800 2,958,100

(1) The Pension Plan Table does not take into account any offset for the SRP cash account, as described
below, and uses the 67% SRP formula, as described below.

The Pension Plan as it pertains to full-time salaried and clerical employees of the Company and its
subsidiaries covers eligible employees who have completed one year of service. A participant is eligible for
normal retirement benefits under the Pension Plan if his or her employment terminates at or after age 65.
For service years prior to 1982, benefits accrued on a straight life annuity basis, using a formula that takes
into account the five highest consecutive years of compensation in the ten years before 1982 and years of
service, reduced by a portion of expected primary Social Security payments. For service years from and
after 1982 and before 1989, benefits accumulated at the rate of 1.1% of compensation not in excess of
$25,000 for cach year plus 2.3% of compensation in excess of $25,000. For service years from and after
1989, benefits accumulate at the rate of 1.37% of compensation not in excess of $25,000 for each year plus
1.85% of compensation in excess of $25,000. No more than 30 years of service are taken into account in
determining benefits. Under the Pension Plan, compensation includes regular or straight-time salary or
wages (unreduced for amounts deferred pursuant to the Newell 401 (k) Plan and the Flexible Benefits
Account Plan), the first $3,000 in bonuses and 100% of commissions (up to applicable Internal Revenue
Code limits). If a participant has completed 15 years of service, upon attainment of age 60, the Pension
Plan also provides for an early retirement benefit equal to the benefits described above, reduced by .5% for
each month the benefits commence before age 65. :

Effective December 31, 2004, the Pension Plan was amended to cease all future benefit accruals for all
non-union employees, including the Named Officers. Therefore, such non-union participants will not earn
any additional pension benefits after December 31, 2004. Pension benefits will be calculated using
compensation and service as of December 31, 2004 and paid in accordance with the Pension Plan.
Participants will continue to earn years of service after December 31, 2004 for vesting and early retirement
eligibility.

Effective January 1, 2003, to replace the Pension Plan, the Company implemented the Total
Retirement Savings Program to provide retirement contributions for eligible non-union employees under
the Newell 401 (k) Plan. Retirement contributions equal to 2% to 5% of eligible earnings, depending on
the eligible employee’s age and years of service, will be contributed to the eligible employee’s account each
year. In addition, for eligible employees who are age 50 or older on January 1, 2005, additional retirement
contributions equal to 3% to 5% of eligible earnings, depending on the eligible employee’s age as of
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January 1, 2005, will be contributed to the eligible employee’s account each year. This new program is
subject to a five-year cliff vesting schedule, but gives credit for years of service earned prior to 2005.

As of year-end 2004, Mr. Galli had three years and 11 months of credited service, Mr. Roberts had
three years and nine months, Mr. Robinson had three years and seven months, Mr. Blaha had one year
and three months, and Mr. Jahnke had 18 years and ten months under the Pension Plan.

The SRP, which is funded by cost recovery life insurance, covers executive officers and other key
executives, including the Named Officers. The SRP benefit adds to retirement benefits under the Pension
Plan so that at age 65, a participant receives a maximum aggregate pension equal to 67% of his or her
average compensation for the five consecutive years in which it was highest (multiplied by a fraction, the
numerator of which is the participant’s years of credited service (not to exceed 25) and the denominator
of which is 23), reduced by primary Social Security, the benefit received under the Pension Plan and the
SRP cash account described below. Compensation includes base salary and bonus (unreduced for amounts
deferred pursuant to the Newell 401 (k) Plan, Deferred Compensation Plan and the Flexible Benefits
Accounts Plan). Both the Pension Plan and the SRP provide a death benefit for surviving spouses and
dependent children. The SRP also provides for an early retirement benefit upon attainment of age 60 with
15 years of vesting service under the Pension Plan equal to the age 65 retirement benefit described above,
reduced by .5% for each month the benefits commence before age 65.

Effective January 1, 2004, the Company implemented its Retirement Choice Program to provide
retirement benefits that are more competitive with those offered by other businesses and to reduce the
overall cost of providing such benefits. The SRP was amended to add a cash account feature whereby
certain participants receive a credit to their accounts under the Newell Rubbermaid 2002 Deferred
Compensation Plan, generally equal to a one-time credit of the present value of the SRP benefit accrued
as of December 31, 2003, plus future annual credits of 3-6% of compensation, depending on age and
service. Participation in the cash account feature of the SRP is as follows: (i) participants with a title of
President or above as of December 31, 2003 (which category includes each of the Named Officers) accrue
both a SRP benefit and a cash account benefit, but the SRP benefit is offset by the cash account benefit;
(i1) participants who are hired with or promoted to a title of President or above on or after January 1,
2004 participate in both features, with the SRP benefit offset by the cash account, except that the SRP
benefit is based on 50% of final average compensation and the cash account accruals equal 3-6% of the
excess of compensation over the lesser of compensation recognized under the Pension Plan or the IRS
compensation limit for qualified plans; (iii) participants with a title of Vice President as of December 31,
2003 could make a one-time election to participate in either the SRP benefit or the cash account feature;
and (iv) participants with a title of Vice President who first become eligible for the SRP on or after
January 1, 2004 participate in only the cash account feature, at the same formula as participants who
attain President status on or after January 1, 2004.

A participant becomes vested in the SRP benefit upon termination of employment on or after age 60,
involuntary termination with 15 years of credited service or death during employment. A participant
becomes vested in the cash account benefit at a rate of 10% after six years of credited service, and 10%
after each additional year, with full vesting after 15 years, and vesting is accelerated upon death, disability
or attainment of age 60 during employment. Other than the vesting provisions, the SRP cash account
feature generally is subject to the same terms and conditions as employee deferrals under the 2002
Deferred Compensation Plan.

As of year-end 2004, Mr. Galli had 11 years and 11 months of credited service, Mr. Roberts had
three years and nine months, Mr. Robinson had three years and seven months, Mr. Blaha had one year
and three months, and Mr. Jahnke had eighteen years and ten months under the SRP.
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Employment Security Agreements

The Company has Employment Security Agreements (the “Agreements”) with Mr. Galli, Mr. Blaha,
Mr. Jahnke, Mr. Roberts, Mr. Robinson and all other executive officers (collectively, the “executives”).
The Agreements provide for the continuation of an executive’s salary, bonus and certain employee benefits
for a severance period of 24 months upon an involuntary termination of employment without “good cause,’
or a voluntary termination of employment for “good reason,” occurring within 24 months after a “change
in control” of the Company, or a voluntary termination of employment for any reason in the thirteenth
month following such a change in control. Within 30 days after any such termination, the executive will
receive a lump sum severance payment equal to two times the sum of (i) the executive’s annual base
salary, determined as of the date of the change in control or, if higher, the date of employment
termination, and (ii) the executive’s bonus, calculated by multiplying his base salary by his applicable
payout percentage based on his job position held on the date of the change in control or, if higher, the
date of employment termination, and assuming the attainment of performance goals at the 100% level.

?

Following such a termination of employment, (i) the executive will receive all benefits accrued under
the Company’s incentive and retirement plans, his termination will be considered a retirement under such
plans, he will receive service credit under such plans for the 24-month severance period, and he will
become fully vested under the Company’s SRP and the Company’s 2002 Deferred Compensation Plan,
(ii) all Company stock options held by the executive will become immediately exercisable and remain
exercisable for a period of three years thereafter or, if shorter, the remaining term of the options, all
restrictions on Company restricted stock held by the executive will lapse, and all performance goals on
Company performance awards to the executive will be deemed satisfied in full, (iii) the executive and his
spouse and eligible dependents will continue to be covered by all welfare plans of the Company during the
severance period, until the executive is eligible for coverage under similar plans from a new employer,

(iv) the Company will continue to reimburse the executive for automobile expenses during the severance
period until he receives such reimbursement from a new employer, and (v) the executive will be eligible
for six months of outplacement services.

The Agreements provide for a gross-up payment to the executive to cover any excise and related
income tax liability arising under Section 280G of the Internal Revenue Code as a result of any payment
or benefit arising under the Agreements. If the executive dies during the severance period, all amounts
payable during the remainder of the severance period will be paid to his surviving spouse, and such spouse
will continue to be covered under all applicable welfare plans.

The Agreements contains restrictive covenants that prohibit the executive from (i) associating with a
business that is competitive with any line of business of the Company for which the executive provided
services, without the Company’s consent and (ii) soliciting the Company’s agents and employees. These
restrictive covenants remain in effect for a period of 24 months following any termination of employment.

18




EQUITY COMPENSATION PLAN INFORMATION .

The following table summarizes inforimation, as of December 31, 2004, relating to equity
compensation plans of the Company under which the Company’s common stock is authorized for issuance.

Number of securities to
be issued upon exercise of
‘outstanding options,

warrants and rights -

Plan Category (a) (1)

Number of securities
remaining available for
future issuance under
equity compensation plans
(excluding securities
reflected in column (a))

() (2

Weighted-average
exercise price of
outstanding options,
warrants and rights

Equity compensation. plans
approved by security.
holders

Equity compensation plans
not approved by security
holders ................ - —

10,812,976

(1)

(2)

10,812,976

$27.59 9,830,887

9,830,887

$27.59

The number shown in column (a) is the number of shares that may be issued upon exercise of
outstanding options under the stockholder-approved 2003 Plan and 1993 Option Plan. In addition, as
of December 31, 2004, there were 697,271 shares of common stock that may be issued upon exercise
of outstanding stock options under Rubbermaid Incorporated plans with a weighted-average exercise

price of $33.68.

The number shown in column (¢) is the number of shares that may be issued upon exercise of
options and other equity awards granted in the future under the 2003 Plan.
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ORGANIZATIONAL DEVELOPMENT & COMPENSATION COMMITTEE
REPORT ON EXECUTIVE COMPENSATION

The Organizational Development & Compensation Committee (the “Committee”) of the Board of
Directors has furnished the following report on executive compensation to the stockholders of the
Company.

Compensation Philosophy and Policies. The Committee determines and makes recommendations to
the Board of Directors concerning the compensation of all of the executive officers of the Company,
including the Named Officers. The full Board of Directors reviews and approves all decisions of the
Committee relating to compensation of the Company’s executive officers. Only independent members of
the Board of Directors participate with respect to decisions relating to compensation of the Chief
Executive Officer. The Committee has engaged Hewitt & Associates as its outside consultant to assist the
Committee in reviewing the effectiveness and competitiveness of the Company’s executive compensation
programs and policies. Lo

The Company’s executive compensation philosophy and specific executive compensation plans tie a
significant portion of executive compensation to the Company’s success in meeting specified profit targets
and other performance goals and to appreciation in the Company’s stock price. The Company’s
compensation objectives include:

« attracting and retaining the best possible executive talent;‘

« motivating executive officers to achieve the Company’s performance objectives;
» rewarding individual performance and contributions; and

+ linking executive and stockholder interests through equity based plans.

The Company’s executive compensation consists of five key components:

* base salary;

« annual incentive compensation;

« stock option awards;

+ restricted stock and performance share awards; and

« supplemental retirement benefits.

Each component is intended to complement the others and, taken together, to achieve the Company’s
compensation objectives. The Committee’s policies with respect to these components, including the bases
for the compensation awarded to the Company’s Chief Executive Officer in 2004, are discussed below or,
in the case of retirement benefits, in this proxy statement under the caption “Executive Compensation —
Pension and Retirement Plans”.

Section 162(m) of the Internal Revenue Code limits the deductibility of executive compensation paid
to the chief executive officer and the four other most highly compensated officers of a public company to
$1,000,000 per year, but contains an exception for certain “performance-based compensation”. Base salary
and retirement benefits do not by their nature qualify as performance-based compensation under
Section 162(m). Amounts paid under the Newell Rubbermaid Inc. Management Cash Bonus Plan (the
“Bonus Plan”) and stock options and performance share awards granted under the 2003 Plan qualify as
fully deductible performance-based compensation. Restricted stock awards granted under the 2003 Plan
generally are not considered performance-based, and may not be fully deductible by the Company when
the restrictions lapse and the shares are taxed as income to an executive officer while he or she is subject
to Section 162(m}. The Committee considers the tax deductibility of executive compensation as one factor
to be considered in the context of its overall compensation philosophy and objectives. The Company paid
or provided approximately $580,000 in non-deductible compensation to the Chief Executive. Officer in 2004
(including dividends paid on restricted stock), while all compensation paid to the other executive officers
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in 2004 was deductible by the Company (restricted stock awards made in 2004 are not taken into account
for Section 162(m) purposes until the restrictions on the shares lapse). '

Base Salary. 1In the early part of each fiscal year, the Committee reviews and récommends to the
Board (or the independent members of the Board, in the case of the Chief Executive Officer) the base
salaries of the Company’s Chief Executive Officer and all executive officers. The Committee reviews, with
the assistance of its outside consultant, national survey data available regarding salaries of those persons
holding comparable positions at other companies included in the Standard & Poor’s 500 Index as well as
those within a comparator group of public consumer goods companies. The Committee establishes the
base salary of each of the executive officers based upon such survey data, an evaluation of the individual
performance of the executive officer and, in the case of executive officers other than the Chief Executive
Officer, the recommendations of the Chief Executive Officer. The base salaries paid in 2004 to each of the
Named Officers are shown in the “Salary” column of the Summary Compensation Table. Mr. Galli was
paid a base salary of $1,200,000 in 2004.

Annual Incentive Compensation. Executive officers, including the Named Officers, are eligible to
participate in the Bonus Plan. For 2004, payments to executive officers were based on the Company’s cash
flow and earnings per share, and, in the case of group presidents, the group’s cash flow and operating
income and the Company’s earnings per share. Beginning in 2005, bonus payouts earned by group
presidents will include a 50% component based on attainment of corporate performance goals with respect
to cash flow and earnings per share and a 50% component based on attainment of group performance goals
with respect to cash flow and operating income. The bonus amount payable is a percentage of salary based
upon a participant’s participation category and the level of attainment of the applicable performance goals.
Performance below the target levels will result in lower or no bonus payments, and performance above the
target levels will result in higher bonus payments. For the Chief Executive Officer, if the applicable
performance goal targets are achieved at a 100% level, the bonus payout is equal to 134% of salary (with
the maximum bonus payable being 150% of salary). For other executive officers, if performance goal
targets are achieved at a 100% level, the bonus payout is equal to 100.5% of salary (with the maximum
bonus payable being 120.6% of salary).

For 2004, each of the Named Officers was awarded a bonus under the Bonus Plan, as shown above in
the “Bonus” column of the Summary Compensation Table. Bonus awards for 2004 to the executive
officers other than Mr. Galli ranged from 72.5% to 94.5% of target opportunities, and the bonus award to
Mr. Galli for 2004 was $1,519,200, which represents 94.5% of his target opportunity.

Stock Options, Restricted Stock Awards and Performance Share Awards. 1n 2004, the Company’s
executive officers, including the Named Officers, were eligible to participate in the 2003 Plan. Under the
2003 Plan, the Committee recommended and the Board of Directors of the Company approved the grant
of stock options to purchase common stock of the Company and the award of shares of restricted common
stock of the Company to executive officers in 2004 based on an evaluation of each such officer’s
performance, including satisfaction of the officer’s annual objectives. Options granted under the 2003 Plan
have an exercise price equal to the fair market value of the common stock on the date of grant, become
exercisable in annual cumulative installments of 20% of the number of options granted over a five-year
period and have a maximum term of ten years. All risk of forfeiture and restrictions on transfer with
respect to restricted shares lapse three years after the date of grant.

Grants of stock options and restricted stock awards made in 2004 to the Named Officers are shown in
the “Securities Underlying Options” and “Restricted Stock Awards” columns, respectively, of the
Summary Compensation Table. Under his employment terms, Mr. Galli is entitled to receive an annual
grant of options to purchase 100,000 shares of common stock at an exercise price equal to the market
value of the common stock on the date of grant in each year from 2002 to 2006. On January 8, 2004,

Mr. Galli received a grant of options to purchase 100,000 shares of common stock at an exercise price of
$23.32. In addition, on February 20, 2004, Mzr. Galli received an award of 50,000 shares of restricted stock.

In November 2004, the Committee approved a methodology for granting stock awards under the 2003
Plan, beginning with grants made in 2006, based on the Company’s total shareholder return and cash flow,
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Under this methodology, a participant will receive shares with a fair market value on the date of grant
equal to a percentage of salary, with the percentage of salary determined by the level of attainment of the
applicable performance goals. The target, and maximum, value of stock awarded to participants will be
equal to 100% of salary, and performance below the specified shareholder return and cash flow levels will
result in smaller or no performance share awards. Once awarded, such performance shares are subject to a
risk of forfeiture and restrictions on transfer which lapse three years after the date of grant. The
Committee also used this methodology as a guideline for recommending restricted stock awards to certain
executive officers, including the Named Officers, in February 2005. The Committee will also continue to
recommend that the Board of Directors approve discretionary grants of restricted stock based on an
evaluation of a participant’s performance, and to approve discretionary grants of stock options or restricted
stock in other amounts under certain circumstances, such as a promotion.

This report is submitted on behalf of the Organizational Development & Compensation Committee:

Thomas E. Clarke, Chairman
Michael T. Cowhig
Elizabeth Cuthbert Millett
Gordon R. Sullivan
Raymond G. Viault
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CERTAIN BENEFICIAL OWNERS

As of March 1, 2005, the only persons or groups that are known to the Company to be the beneficial

owners of more than five percent of the outstandmg common stock are:

Amount and Nature of  Percent of Class
Name and Address of Beneficial Owner Beneficial Ownership Outstanding

T. Rowe Price Associates, Inc. .................. 23,167,772 8.30%(1)
100 E. Pratt Street
Baltimore, Maryland 21202

FMR Cotp. .ot 14,097,426 5.13%(2)
Edward C. Johnson 3d’
Abigail P. Johnson
82 Devonshire Street
Boston, Massachusetts 02109
Lord Abbett & Co. LLC ....................... 18,534,143 6.74%(3)

90 Hudson Street
Jersey City, NJ 07302

(1)

(2)

(3)

As reported in a statement on Schedule 13G filed with the SEC on February 14, 2005 by T. Rowe
Price Associates, Inc. According to the filing, T. Rowe Price Associates, Inc. has sole voting power
over 4,457,171 of such shares and sole dispositive power over 23,164,972 of such shares.

As reported in a statement on Schedule 13G filed with the SEC on February 14, 2005 by FMR Corp.

According to the filing, FMR Corp. has sole voting power over 421,736 of such shares and shared
dispositive power over all 14,097,426 of such shares. Members of the Edward C. Johnson 3d family

are the predominant owners of Class B shares of common stock of FMR Corp., representing 49% of
the voting power of FMR Corp: Mr. Johnson 3d owns 12.0% and Abigail Johnson owns 24.5% of the

aggregate outstanding voting stock of FMR Corp. The Johnson family group and ali other Class B
shareholders have entered into a shareholders’ voting agreement under which all Class B shares will

be voted in accordance with the majority vote of Class B shares. Accordingly, through their ownership

of voting common stock and the execution of the shareholders’ voting agreement, members of the
Johnson family may be deemed to form a controlling group with respect to FMR Corp under the
Investment Cornpany Act of 1940.

As reported in a statement on Schedule 13G filed with the SEC on February 14, 2005 by Lord

Abbett & Co. LLC. According to the filing, Lord Abbett & Co. LLC has sole voting and dispositive

power over all 18,534,143 of such shares.
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The following table sets forth information as to the beneficial ownership of shares of common stock of
each director, including each nominee for director, and each Named Officer and all directors and executive
officers of the Company, as a group. Except as otherwise indicated in the footnotes to the table, each
individual has sole 1nvestment and votmg power with respect to the shares of common stock set forth.

Common Stock Beneficially Owned on March 1, 2005
Percent of Class

Name of Beneficial Owner - " Number of Shares Outstanding
Thomas E. Clarke .. ....... ... i, - 6,000(1)(3) *
Scott S. Cowen .. ... 18,909(1)(2) (3) *.
Michael T. COWRIE . . oo 1,000 Cox
Alton F. Doody ........ ... 76,850(1)(3) . *
Joseph Galli, Jr. ... .. ... 1,061,603(1) (3)(5) *
Mark D. Ketchum ............ ..o = *
William D. Marohn ......... DA 23,832(1)(3) *
Elizabeth Cuthbert Millett............................ 1,360,981 (1) (3) (4) *
Cynthia A. Montgomery. ...t .. 17,700(1) (3) *
Allan P. Newell . /... ... o .. 1,408,666 (1) (3) LF
Gordon R. Sullivan . .......... e R ©16,315(1) (3) *
Raymond G. Viault......... PP SN ; 10,300(1)(3) ¥
Hartley T. Blaha ............. ST S 52,171 (1) (3) *
Timothy J. Jahnke ..... e +98,026(1)(3)(5) *
James J. Roberts . .................. e © 158,586(1)(3) ¥
J. Patrick Robinson . .. ........................ DU "+ 85,934(1)(3)(5) T
All directors and executive officers as a group............ ‘ - 4,571,673(1) (3)(5) 1.7%

* Represents less than 1% of the Company’s outstanding common stock.

(1) Includes shares issuable pursuant to stock options currently exercisable or exermsablc within 60 days
of March 1, 2005 as follows: Dr. Clarke, 2000 shares; Dr. Cowen, 11,600 shares; Dr. Doody,
15,600 shares, Mr. Galli, 920,000 shares; Mr. Marohn, 11,600 shares; Ms. Millett, 15,600 shares;
Dr. Montgomery, 15,600 shares; Mr. Newell, 15,600 shares; General Sullivan, 11,600 shares;

Mr. Viault, 4,800 shares; Mr. Blaha, 30,000 shares; Mr. Jahnke, 52,919 shares; Mr. Roberts,
108,339 shares; Mr. Robinson, 46,940 shares; and-all d1rectors and executive oﬁicers as a group,-
1,358,656 shares. ‘ ‘

(2) Includes 1,220 shares owned by Dr. Cowen’s wife.

(3) Includes shares of restricted stock granted in 2004 and 2005 pursuant to the 2003 Plan as follows:
Mr. Galli, 83,512 shares; each of Dr. Cowen, Dr. Clarke, Dr. Doody, Mr. Marohn, Ms. Millett,
Dr. Montgomery, Mr. Newell, General Sullivan and Mr. Viault, 2,000 shares; Mr. Blaha,
11,171 shares; Mr. Jahnke, 37,986 shares; Mr. Roberts, 50,247 shares; Mr. Robinson, 38,126 shares;
and all directors and executive officers as a group, 313,158 shares. All restrictions on such shares lapse
on the third anniversary of the date of grant.

(4) Includes 54,305 shares owned by Ms. Millett as custodian for her two children, 10,955 shares held by
Ms. Millett’s husband, 2,020 shares held jointly with Ms. Millett’s husband, 211,401 shares held by
Ms. Millett directly (not including restricted stock), and 1,064,700 shares over which Ms. Millett has
voting power by proxy.

(5) Includes shares held by the Newell 401 (k) Plan over which each of the following persons has voting
and investment power: Mr. Galli, 991 shares; Mr. Jahnke, 5,621 shares; Mr. Robinson, 868 shares;
and all directors and executive officers as a group, 12,566 shares.
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COMMON STOCK PRICE PERFORMANCE GRAPH

The following common stock price performance graph compares the yearly change in the Company’s
cumulative total stockholder returns on its common stock during the years 2000 through 2004, with the
cumulative total return of the Standard & Poor’s 500 Index and the Dow Jones Consumer Goods Index,

assuming the investment of $100 on December 31, 1999 and the reinvestment of dividends (rounded to
the nearest dollar).

150
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100 91
100 89 98
= 89
& 81 80 T ~o 62 _ - 80
- i -
50
25
0
1999 2000 2001 2002 - 2003 2004
~——1—— Newell Rubbermaid : ~ — & — - S&P 500 Index

—&@— DJ Consumer Goods Index!

1999 2000 2001 2002 2003 2004

Newell Rubbermaid ................ .0 ... $100 $81 3102 $115 $8% $ 98

S&P 500 Index ........... i 100 91 80 62 80 89
DJ Consumer Goods Index(1) ........................ 100 89 92 88 107 120

(1) The Dow Jones Consumer, Non-Cyclical Industry Group Index, used in the Company’s 2004 Annual
Meeting Proxy Statement, is no longer published under such name and has been replaced by the Dow

Jones Consumer Goods Index used herein. The Dow Jones Household Products Industry Group Index
is no longer published.

We caution you not to draw any conclusions from the data in this performance graph, as past
results do not necessarily indicate future performance.
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AUDIT COMMITTEE REPORT

The Audit Committee of the Board of Directors has furnished the following report to stockholders of
the Company in accordance with rules adopted by the Securities and Exchange Commission.

The Audit Committee, which is appointed annually by the Board of Directors, currently consists of
five directors, all of whom are “independent directors” and meet the other qualification requirements under
the applicable rules of the New York Stock Exchange. The Audit Committee acts under a written charter
which was most recently approved by the Board of Directors on February 10, 2003.

In accordance with rules adopted by the Securities and Exchange Commission, the Audit Committee
of the Company states that:

» The Audit Committee reviewed and discussed with management the Company’s audited financial
“statements for the fiscal year ended December 31, 2004.

» The Audit Committee reviewed and discussed with Ernst & Young LLP, the Company’s
independent auditors, the matters required to be discussed by Statement on Auditing Standards
No. 61, as modified or supplemented (“Communications with Audit Committees”).

« The Audit Committee received the written disclosures and the letter from Ernst & Young LLP
required by Independence Standards Board Standard No. 1 (“Independence Discussions with Audit

- Committees”), as currently in effect, and has discussed with Ernst & Young LLP the independent
accountant’s independence from the Company. ‘ i

Based upon the review and discussions referred to above, and subject to the limitations on the role
and responsibilities of the Audit Committee referred to above, the Audit Committee recommended to the
Board of Directors that the Company’s audited financial statements be included in the Company’s Annual
Report on Form 10-K for the fiscal year ended December 31, 2004 for filing with the Securities and
Exchange Commission.

This report is submitted on behalf of the members of the Audit Committee:

Scott S. Cowen, Chairman
Mark D, Ketchum

Allan P. Newell

Gordon R. Sullivan
Raymond G. Viault
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PROPOSAL 2 — RATIFICATION OF APPOINTMENT OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

Appointment of Independent Registered Public Accounting Firm

The Audit Committee has appointed Ernst & Young LLP as the Company’s independent registered
public accounting firm to audit the consolidated financial statements of the Company for the year 2005.
Representatives of Erst & Young LLP are expected to be present at the annual meeting to answer
appropriate questions and, if they so desire, to make a statement. If the stockholders should fail to ratify
the appointment of the independent registered public accounting firm, the Audit Committee would
reconsider the appointment. ‘ '

The Board of Directors unanimously recommends that you vote FOR the ratification of the
appointment of Ernst & Young LLP as the Company’s independent registered public accounting firm for
the year 2005. ‘ '

Fees of Independent Registered Public Accounting Firm for 2004 and 2003

Amount of Fees Amount of Fees
Billed by Ernst &  Billed by Ernst &
Young LLP in _ Young LLP in
Fiscal Year 2004 Fiscal Year 2003
Description of Fees (In millions) (In mitlions)
Audit Fees(1) ..o $7.2 $5.2
Audit-Related Fees(2) ... i 0.8 1.1
Tax Fees(3) .. oot 0.9 22

All Other Fees(4) . ... et —_ —

(1) Includes fees for professional services rendered for the audit of the Company’s annual consolidated
financial statements and assessments of internal control over financial reporting for the fiscal year,
reviews of the consolidated financial statements included in the Company’s Quarterly Reports on
Form 10-Q, statutory audits required internationally and for other services that only an independent
accountant can reasonably provide.

{2) Includes fees for professional services rendered related to audits of employee benefit plans, accounting
consultations and performance of due diligence on acquisitions and divestitures.

(3) Includes fees for tax services, including tax compliance, tax advice and tax planning.
(4) Includes the aggregate fees for products and services other than those reported above.

Pre-Approval Policies and Procedures of the Audit Committee

The Audit Committee has adopted a Policy for Pre-Approval of Audit and Non-Audit Services
Provided by External Audit Firm. The Policy sets forth the procedures and conditions for pre-approving
audit and permitted non-audit services to be performed by the independent auditor responsible for auditing
the Company’s consolidated financial statements or any separate financial statements that will be filed with
the SEC.

This Policy provides that the Audit Committee may either pre-approve proposed audit and non-audit
services provided by the Company’s independent auditor on a categorical basis, without consideration of
specific services, or on a case-by-case basis. Non-audit services are assurance and related services that are
reasonably related to the performance of the audit or review of the Company’s financial statements or that
are traditionally performed by the independent auditor, including, among other things, due diligence
services pertaining to potential business acquisitions and dispositions, certain consultations concerning
financial accounting and reporting standards, financial statement audits of employee benefit plans, SAS 70
reports and closing balance sheet audits pertaining to Company dispositions. In determining whether to
pre-approve a service, the Policy requires the Audit Committee to consider whether the particular service
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is sufficiently described so that the Audit Committee can make a well-reasoned assessment of the impact
of the service on the auditor’s independence and so that the pre-approval does not result in a delegation to
management of the Audit Committee’s responsibility. Additionally, the Audit Committee must consider
whether the provision of each service (a) places the independent auditor in the position of auditing its own
work, (b) results in the independent auditor acting as management or an employee of the Company or

(¢) places the independent auditor in a position of being an advocate for the Company. Pursuant to the
Policy, the Company may not under any circumstances engage the independent auditor to provide any
service that is prohibited by applicable law.

For the fiscal year ended December 31, 2004, no Audit-Related Fees, Tax Fees or Other Fees
disclosed above were approved in reliance on the exceptions to pre-approval requirements set forth in
17 CFR 210.2-01(c) (7) (i) (C).

The Audit Committee of the Company’s Board of Directors has considered whether the provision of
non-audit services by Ernst & Young LLP for the fiscal year ended December 31, 2004 is compatible with
maintaining such auditor’s independence.
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PROPOSAL 3—STOCKHOLDER PROPOSAL CONCERNING CLASSIFIED BOARD

On behalf of the Boards of Trustees of the New York City Pension Funds (whose addresses and
share ownership will be furnished promptly upon receipt of an oral or written request therefore),
William C. Thompson, Jr., Comptroller, City of New York, submitted the following proposal:

SHAREHOLDER PROPOSAL
REPEAL CLASSIFIED BOARD

Submitted by William C. Thompson, Jr., Comptroller, City of New York, on behalf of
the Boards of Trustees of the New York City Pension Funds

“BE IT RESOLVED, that the stockholders of Newell Rubbermaid, Inc. request that the Board of
Directors take the necessary steps to declassify the Board of Directors and establish annual elections of
directors, whereby directors would be elected annually and not by classes. This policy would take effect
immediately, and be applicable to the re-election of any incumbent director whose term, under the current
classified system, subsequently expires.

SUPPORTING STATEMENT

We believe that the ability to elect directors is the single most important use of the shareholder
franchise. Accordingly, directors should be accountable to shareholders on an annual basis. The election of
directors by classes, for three-year terms, in our opinion, minimizes accountability and precludes the full
exercise of the rights of shareholders to approve or disapprove annually the performance of a director or
directors.

In addition, since only one-third of the Board of Directors is elected annually, we believe that
classified boards could frustrate, to the detriment of long-term shareholder interest, the efforts of a bidder
to acquire control or a challenger to engage successfully in a proxy contest.

We urge your support for the proposal to repeal the classified board and establish that all directors be
elected annually.” ' '

Board of Directors Statement in Opposition to Stockholder Proposal

The Board of Directors opposes this proposal and unanimously recommends that you vote AGAINST it
for the following reasons.

The Company’s current classified board structure has been in place since it was overwhelmingly
approved by the stockholders in 1985. At that time, a substantial majority of the Company’s stockholders
agreed with the Board of Directors that dividing the directors into three classes and providing for staggered
three-year terms would best serve the long-term interests of the Company and its stockholders. The Board
of Directors believes that the classified board structure continues to promote the best interests of the
Company’s stockholders for several reasons.

The Company’s classified board structure is designed to promote continuity and stability of leadership.
Electing directors to staggered three-year terms helps ensure that a majority of the Company’s directors
have prior experience with, and knowledge of, the Company’s business and strategy. The Board of
Directors believes that this continuity and stability facilitates the Company’s ability to maximize both
short- and long-term stockholder value. Directors who have experience with the Company and knowledge
of its business and strategic plans are a valuable resource and are well-positioned to make fundamental
decisions in the best interests of the Company and its stockholders. The Board of Directors believes this
benefit is particularly important in a Company like ours, which has multiple lines of business and is
involved in the ongoing implementation of transformational strategic initiatives.

The Board of Directors further believes that the benefits of the current classified board structure do
not come at the cost of directors’ accountability to stockholders. The Company’s directors are required to
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uphold their fiduciary duties to the Company and its stockholders, regardless of the length of their term of
office. In addition, the Board of Directors is comprised nearly entirely of independent directors and has an
overall governance structure that recently earned the Company high governance ratings. In the view of the
Board of Directors, it is factors such as these which best ensure that all of the Company’s directors remain
accountable to the stockholders. The Board of Directors also observes that a large number of well-
respected companies have classified boards, including numerous companies within the Company’s peer-
group and approximately 60% of the S&P 500 companies.

Having a classified board structure also operates to give the Board of Directors adequate time to
consider a takeover offer, explore alternatives and negotiate the best price for all of the Company’s
stockholders. The Board of Directors believes that having a classified board strongly encourages a person
seeking to obtain control of the Company to negotiate mutually agreeable terms with the Board of
Directors because at least two annual meetings will be required to effect a change in control of the Board.
The delay established by the classified board structure provides the Board of Directors with greater
leverage to evaluate the adequacy and fairness of any takeover proposal, to negotiate on behalf of all
stockholders and to consider alternative methods of maximizing stockholder value. It is important to note,
however, that although the Company’s classified board can enhance the leverage of the Board of Directors
in seeking a course of action in the best interests of stockholders, the classified board would not preclude a
person from ultimately taking control of the Company.

Approval of this stockholder proposal would not automatically eliminate the Company’s classified
board structure, which is set forth in the Company’s Certificate of Incorporation. Further action by the
Board of Directors, and subsequently the stockholders, would be required to amend the Company’s .
Certificate of Incorporation in order to declassify the Board of Directors. Under the Certificate of
Incorporation, a 75% vote of the shares having voting power with respect to the proposal would be required
for such an amendment. While the Board of Directors would consider the merits of such an amendment, it
would do so consistent with its fiduciary duty to act in a manner it believes to be in the best interest of the
Company and all of its stockholders.

This is the first time the Company has received a stockholder proposal to reinstate annual elections of
directors. The Board of Directors, with the assistance of outside legal counsel, carefully considered this
proposal and the arguments both in favor of and in opposition to classified boards of directors. Following
review and deliberation, the Board of Directors concluded that the Company’s classified board structure
continues to promote the best interests of the Company’s stockholders.

The Board of Directors unanimously recommends a vote AGAINST this proposal.

'SECTION 16(a) BENEFICIAL OWNERSHIP COMPLIANCE REPORTING

Based solely upon a review of reports on Forms 3, 4 and 5 and any amendments thereto furnished to
the Company pursuant to Section 16 of the Securities Exchange Act of 1934, as amended, and written
representations from the officers and directors that no other reports were required, the Company believes
that all of such reports were filed on a timely basis by executive officers and directors during 2004, except
that Mr. Jahnke filed a late Form 4 with respect to a grant of restricted stock and Ronald Hardnock filed
a late Form 3 following his appointment as Vice President — Controller
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STOCKHOLDER PROPOSALS AND DIRECTOR
NOMINATIONS FOR 2006 ANNUAL MEETING

To be considered for inclusion in next year’s proxy materials, stockholder proposals to be presented at
the Company’s 2006 annual meeting must be in writing and be received by the Company no later than
November 28, 2005. At the 2006 annual meeting, the Company’s management will be able to vote proxies
in its discretion on any proposal not included in the Company’s proxy statement for such meeting if the
Company does not receive notice of the proposal before the close of business on February 11, 2006.

Any stockholder wishing to nominate a candidate for election as a director at the Company’s 2006
annual meeting must notify the Company in writing no later than February 10, 2006. Such notice must
include appropriate biographical information and otherwise comply with the requirements of the
Company’s restated certificate of incorporation relating to stockholder nominations of directors.

Notices of intention to present proposals and director nominations at the 2006 annual meeting or
requests in connection therewith should be addressed to Newell Rubbermaid Inc., 10B Glenlake Parkway,
Suite 600, Atlanta, Georgia 30328, Attention: Corporate Secretary.

FINANCIAL STATEMENTS AND RELATED INFORMATION

The Company’s audited financial statements, together with Management’s Discussion and Analysis of
Results of Financial Condition and Results of Operations and other related information, are attached as
Appendix A to this proxy statement.

A copy of the Company’s 2004 annual report on Form 10-K, as filed with the Securities and
Exchange Commission, may be obtained without charge upon written request to the office of the
Corporate Secretary of the Company at 10B Glenlake Parkway, Suite 600, Atlanta, Georgia 30328. A
copy of the Company’s Form 10-K and other periodic filings also may be obtained under the “AR and
SEC Filings” link on the Company’s website at www.newellrubbermaid.com and from the Securities and
Exchange Commission’s EDGAR database at www.sec.gov.

OTHER BUSINESS
The Board of Directors does not know of any business to be brought before the annual meeting other
than the matters described in the notice of annual meeting. However, if any other matters properly come
before the annual meeting or any adjournment or postponement of the annual meeting, each person named

in the accompanying proxy intends to vote the proxy in accordance with his judgment on such matters.

By Order of the Board of Directors,

= A

Dale L. Matschullat
Vice President — General Counsel &
Corporate Secretary

March 28, 2005

31




(This page intentionally left blank)




Appendix A

NEWELL RUBBERMAID INC,
Audited Financial Statements and Related Information

MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATION

The following discussion and analysis provides information which management believes is relevant to
an assessment and understanding of the Company’s consolidated results of operations and financial
condition. The discussion should be read in conjunction with the accompanying Consolidated Financial
Statements. It includes the following sections:

+ Executive Overview

 Consolidated Results of Operations

» Business Segment Operating Results

» Liquidity and Capital Resources

+ Pension Liability

. Resolﬁtion of Income Tax Contingency

» Contractual Obligations, Commitments and Off-Balance Sheet Arrangements
« Critical Accounting Policies

» Recent Accounting Pronouncements

s International Operations

» Forward Looking Statements

Executive Overview

Newell Rubbermaid is a global manufacturer and marketer of branded consumer products and their
commercial extensions, serving a wide array of retail channels including department stores, discount stores,
warehouse clubs, home centers, hardware stores, commercial distributors, office superstores, contract
stationers, automotive stores, and pet superstores. The Company markets a multi-product offering of
consumer products backed by an obsession with customer service and new product development. The
Company conducts businesses in five operating segments as follows:

Segment Description of Products

Cleaning & Organization Indoor/outdoor organization, storage, food storage, cleaning, refuse

Office Products ......... Ballpoint/roller ball pens, markers, highlighters, pencils, office products, art
supplies

Tools & Hardware ...... Hand tools, power tool accessories, industrial tool accessories, manual paint
applicators, cabinet and window hardware, propane torches

Home Fashions ......... Drapery houseware, window treatments

Other ................. Operating segments that do not meet aggregation criteria, including

aluminum and stainless steel cookware, glassware, hair care -accessory
products, infant and juvenile products, including toys, high chairs, car seats,
strollers
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2004 Overview:
In 2004, management was focused on the following key objectives:
1. Continue to divest non-strategic businesses.
2. Complete the 2001 restructuring plan.
3. Continue to rationalize low-margin product lines.
4. Deploy Newell Operational Excellence (Newell OPEX).

The following section details the Company’s performance in each of its 2004 objectives:

Divestiture of Nonstrategic Businesses

In 2004, the Company completed its previously announced divestiture program, divesting several non-
strategic businesses as follows:

On January 31, 2004, the Company completed the sale of its Panex Brazilian low-end cookware
division (previously reported in the Other operating segment) and European picture frames businesses
(previously reported in the Home Fashions operating segment).

On April 13, 2004, the Company sold substantially all of its U.S. picture frame business (Burnes), its
Anchor Hocking glassware business and its Mirro cookware business. Under the terms of the agreement
and final adjustments relating to the transaction, the Company retained the accounts receivable of the
businesses of $76.6 million, and total proceeds, including the retained receivables, as a result of the
transaction were $304 million. The Burnes picture frame business was previously reported in the Home
Fashions operating segment, while the Anchor Hocking and Mirro businesses were previously reported in
the Other operating segment.

On July 1, 2004, the Company completed the sale of Little Tikes Commercial Playground Systems
Inc. (“LTCPS”) business. LTCPS was previously reported in the Other operating segment, as a unit of
the Company’s Little Tikes division. The Company retained the consumer portion of its Little Tikes
division.

The results of the businesses above are reported in discontinued operations for all periods presented.
See Footnote 2 to the Consolidated Financial Statements for additional information.

On January 12, 2005, the Company entered into an agreement for the intended sale of the Company’s
Curver business. The Curver business manufactures and markets plastic products for home storage and
garage organization, food storage, laundry, bath, cleanirig, closet organization and refuse removal in various
countries in Europe. The Company’s European commercial products and other European businesses will
not be affected by the intended sale. In connection with this intended transaction, the Company expects to
record a total non-cash loss related to the sale of approximately $75 to $95 million in the first and second
quarters of 2005. The Curver business had 2004 sales of approximately $150 million. The Curver business
is included in the Cleaning & Organization segment, but will be reclassified to discontinued operations in
the first quarter of 2005. See Footnote 22 to the Consolidated Financial Statements for additional
information.

Restructuring

In 2004, the Company completed the accounting charges associated with its strategic restructuring
plan (the “Plan”) announced on May 3, 2001. The specific objectives of the Plan were to streamline the
Company’s supply chain to become the best-cost global provider throughout the Company’s portfolio by
reducing worldwide headcount and consolidating duplicative manufacturing facilities. The Company
recorded $461.7 million in restructuring charges under the Plan, including $84.2 million on discontinued
operations. In addition to the restructuring activities outlined under the Plan, the Company recorded a
fourth quarter charge of $4.2 million, primarily related to the closure of one additional facility in the Other
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segment not contemplated under the Plan. See-Footnote 4 to the Consolidated Financial Statements for
additional details.

Rationalization of Low-Margin Product Lines

In 2004, the Company exited approximately $275 million of low-margin product lines, principally in
the Rubbermaid Home Products, Eldon Office Products and Swish UK businesses.

The Company continuously reviews its entire product line portfolio and evaluates their long-term
strategic fit within the overall corporate strategy. The Company considers factors such as raw material
inflation and pricing elasticity in its review of these product lines. Product line rationalization is expected
to- continue in 2005 with further exits planned in Rubbermaid Home Products, Graco, Swish UK and
Office Products businesses. Refer to the Company’s 2005 priorities, listed below, for additional information.

Newell OPEX/Productivity

The Company’s 2004 productivity initiatives, driven by the deployment of Newell OPEX, generated
gross productivity of $123 million for the year and offset raw material inflation of $116 million. Significant
opportunity remains for the Company in 2005, especially in the Office Products segment. The continued
focus on implementing Newell OPEX should allow the Company to deliver productivity savings, thereby
delivering long-term gross margin expansion, despite raw material inflation. In addition, the Company has
placed further emphasis on capital spending discipline, specifically in the Company’s Rubbermaid Home
Products business. Overall capital expenditures decreased to $121.9 million in 2004, from $300 million and
$252.1 million in 2003 and 2002, respectively.

2005 Pﬁorilies;
In 2005, management is focused on the following key objectives: .

1. Strengthen/Broaden Portfolio: The Company regularly evaluates its current portfolio and assesses
whether strategic partnerships and/or acquisitions are beneficial to the Company’s long-term strategy, as
well as identifying businesses or product lines that no longer fit within the Company’s strategic plan.
Peripdically, the Company supplements internal growth by acquiring businesses with prominent consumer-
focused, retail brands and improving the profitability of such businesses through the implementation of the
Company’s strategic initiatives. Other strategic criteria for an acquisition include the Company’s ability to
grow the business, its importance to key customers, its relationship to existing product lines, its function as
a low-cost source of supply, its ability to provide the Company with an entrance into a new market, and
the extent to which the Company can improve operational efficiency through shared resources. In addition,
the Company will consider the business’ actual and potential impact on the operating performance of the
Company’s Group at issue. The Company did not make significant acquisitions during 2004, as the priority
was the reduction of debt. During 2005, the Company intends to pursue acquisition opportunities to
complement internal growth. In addition to adding businesses or product lines to the Company’s current
portfolio, the Company continues to rationalize low margin product lines that do not fit within the
Company’s strategic plan. In 2003, the Company plans to exit approximately $200 million in low margin
product lines in the Rubbermaid Home Products, Graco, Swish UK, and Office Products businesses.

2. Invest in High Margin Businesses: The Company continues to focus significant resources on
enhancing its new product development pipeline, as well as strengthening the Company’s numerous brands
through targeted advertising. The Company believes that the introduction of innovative new products
coupled with strong brands will improve the Company’s profit margin by creating demand from its end
user. In 2005, the Company intends to make additional investments in SG&A of about $40 million,
(primarily in the office products and tools & hardware segments), which will be partially offset by the
positive impact of the U.S. pension curtailment (discussed in Footnote 13 to the Consolidated Financial
Statements). The net impact is an expected increase in SG&A of about $20 million.
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3. Address Raw Material Inflation: The Company has several businesses that are significantly
impacted by commodity inflation. The Company has historically combated these cost increases through
organic productivity initiatives. However, due to the continued inflation pressure within several of its core
commodity purchases, the Company has implemented price increases to offset a portion of the increased
costs. For 2003, the Company has estimated raw material inflation of approximately $170 million and
expects pricing increases to contribute approximately $100 million in 2005.

4. Reduce Manufacturing Overhead: The Company is committed to reducing its manufacturing
costs by at least five percent annually. As a result of the recent divestiture and product line rationalization
programs, the Company is focusing on reengineering its manufacturing overhead structure to accommodate
its current manufacturing base. In connection with this goal, the Company is committed to deploying and
implementing Newell OPEX. Significant opportunity remains for the Company in 2005, especially in the
Office Products segment. The continued focus on implementing Newell OPEX is expected to allow the
Company to deliver productivity savings, thereby delivering long-term gross margin expansion, despite raw
material inflation. As part of this strategy, the Company intends to continue to implement its capital
spending discipline throughout the organization and expects to spend $125 to $150 million in 2005.

Consolidated Results of Operations

The following table sets forth for the periods indicated items from the Consolidated Statements of
Operations as reported and as a percentage of net sales for the years ended December 31, (in millions,
except percentages):

2004 2003 2002

Netsales ..........ccovnn... $6,748.4 100.0% $6,899.0 100.0% $6,436.9 100.0%
Cost of products sold ........... 4,857.9 72.0 4,961.8 71.9 4,608.2 71.6
Gross margin .................. 1,890.5 28.0 1,937.2 28.1 1,828.7 28.4
Selling, general and administrative

EXPENSES . o v 1,269.8 18.8 1,221.5 17.7 1,167.2 18.1
Impairment charge ............. 374.0 5.5 - 345 0.5 . — —
Restructuring costs . ............ 52.1 0.8 184.0 2.7 101.8 1.6
Operating income .............. 194.6 2.9 497.2 7.2 559.7 8.7
Nonoperating expenses: ’ v

Interest expense, net.......... 119.3 1.8 134.3 1.9 132.6 2.1

Other (income) expense, net. . . (11.0)  (0.2) 25.6 0.4 28.6 0.4

Net nonoperating expenses . . .. 108.3 1.6 159.9 2.3 161.2 2.5
Income from continuing operations '

before income taxes and

cumulative effect of accounting

change ..................... 86.3 1.3 337.3 49 398.5 6.2
Income taxes .................. 105.4 1.6 124.1 1.8 133.5 2.1
Net (loss) income before

discontinued operations and

cumulative effect of accounting

change ..................... (19.1)  (0.3) 2132 3.1 265.0 4.1
(Loss) gain from discontinued '

operations, net of tax ......... (97.0) (1.4) (259.8) (3.8) 46.5 0.7
Cumulative effect of accounting ' ‘ '

change, netof tax ............ — — — — (5149) (8.0)
Netloss ...t $(116.1) (1.7)% $ (46.6) (0.)% $(203.4) (3.2)%
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Results of Operations—2004 vs. 2003

Net sales decreased $150.6 million, or 2.2%, in 2004. The decrease resulted primarily from product
line rationalization of approximately $275 million, or 4.0%, unfavorable pricing of $3 million, or 0.1%, the
disposal of the Cosmolab business which had $10 million in sales in 2003, and core sales decline of
$22 million, or 0.2%, partially offset by favorable foreign currency translation of $160 million, or 2.3%, for
the period.

Gross margin, as a percentage of net sales, in 2004 was 28.0%, or $1,890.5 million, versus 28.1%, or
$1,937.2 million, in 2003. The decline in gross margin is primarily related to raw material inflation of
$116 million and unfavorable pricing of $3 million, partially offset by favorable mix driven by the
rationalization of unprofitable product lines, primarily in the Rubbermaid Home Products business, and net
productivity and other savings of $57 million.

Selling, general and administrative expenses (SG&A) were 18.8% of net sales, or $1,269.8 million in
2004, versus 17.7%, or $1,221.5 million, in 2003. The increase in SG&A reflects a foreign currency impact
of $44 million and pension cost increases of $16 million. All other SG&A was down $12 million with
strategic investments more than offset by streamlining initiatives.

The Company recorded non-cash pretax impairment charges of $374.0 million in 2004 versus
$34.5 million in 2003. These charges were required to write down certain assets to fair value. See
Footnote 18 to the Consolidated Financial Statements for additional information.

The Company recorded pre-tax strategic restructuring costs of $52.1 million ($35.9 million after tax)
and $184.0 million ($124.4 million after tax) for 2004 and 2003, respectively. The 2004 pre-tax charge
included $44.6 million of facility and other exit costs, $8.1 million of employee severance and termination
benefits, and ($0.6) million of income resulting from a change in estimate in other restructuring costs. The
2003 pre-tax charge included $82.8 million of facility and other exit costs, $75.7 million of employee
severance and termination benefits and $25.5 million of exited contractual commitments and other
restructuring costs. See Footnote 4 to the Consolidated Financial Statements for further information on the
strategic restructuring plan.

Operating income in 2004 was 2.9% of net sales, or $194.6 million, versus 7.2% of net sales, or
$497.2 million, in 2003. The decrease in operating income is the result of the factors described above.

Net nonoperating expenses for 2004 were 1.6% of net sales, or $108.3 million, versus 2.3%, or
$159.9 million, for 2003. In 2003, the Company recognized a $30.4 million non-cash pre-tax loss on the
sale of its Cosmolab and Photo Fashions businesses. Net interest expense decreased $15.0 million for 2004
compared to 2003 primarily as a result of lower average debt outstanding, partially offset by increased
interest rates. See Footnote 19 to the Consolidated Financial Statements for further information.

Income from continuing operations before income taxes and cumulative effect of accounting change
for 2004 was $86.3 million, compared to $337.3 million for 2003. The decrease relates to the factors
described above.

The effective tax rate was-122.1% for the year ended 2004 versus 36.8% for the year ended 2003. The
change in the effective tax rate is primarily related to the non-deductibility associated with a portion of the
Company’s $374.0 million impairment charge. See Footnotes 17 and 18 to the Consolidated Financial
Statements for further information. =

Net (loss)/income before discontinued operations and cumulative effect of accounting change was
($19.1) million in 2004 versus $213.2 million in 2003. Diluted (loss)/earnings per share from continuing
operations was ($0.07) for 2004 compared to $0.78 for 2003.

Loss from discontinued operations, net of tax was $97.0 million in 2004 versus $259.8 million in 2003.
Diluted loss per share from discontinued operations was $0.35 for 2004 compared to $0.95 for 2003. See
Footnote 2 to the Consolidated Financial Statements for additional information.
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Net loss for 2004 was $116.1 million compared to $46.6 million in 2003, Basic and diluted loss per
share in 2004 was $0.42 versus $0.17 in 2003. The increase in net loss and loss per share was primarily
due to the impairment charge recorded in 2004, partially offset by a decrease in the loss recognized from
discontinued operations. See Footnotes 2 and 18 to the Consolidated Financial Statements for additional
information.

Results of Operations—2003 vs. 2002

Net sales increased $462.1 million, or 7.2%, in 2003. The increase in sales is primarily related to sales
from recently acquired businesses of approximately $339.2 million, favorable foreign currency of
$217.1 million and core sales growth and other of $70.7 million, partially offset by a decrease of
$39.9 million in sales from the Cosmolab business divested in March 2003 and negative pricing of
$125.0 million.

Gross margin, as a percentage of net sales, in 2003 was 28.1%, or $1,937.2 million, versus 28.4%, or
$1,828.7 million, in 2002. The reduction in gross margin, as a percentage of net sales, is primarily related
to unfavorable pricing of $125 million, or 1.9% of net sales, partially offset by net productivity of
$105 million, or 1.6% of net sales. Increased resin costs of $75 million negatively impacted gross margin
and is included as a reduction in net productivity. The favorable impact of the LENOX acquisition
(+0.7 points) was more than offset by unfavorable mix in the remainder of our businesses.

Selling, general and administrative expenses (“SG&A”) were 17.7% of net sales, or $1,221.5 million,
in 2003 and 18.1%, or $1,167.2 million, in 2002, The $54.3 million increase in SG&A related primarily to
recently acquired businesses of approximately $85 million. All other SG&A was down $31 million with
streamlining initiatives of $126 million more than offsetting i increases from currency translation, pension
and strategic investments.

During the fourth quarter of 2003, the Company recorded an.impairment charge of $34.5 million
associated with the decision to exit certain product lines. See Footnote 18 to the Consolidated Financial
Statements for additional information. :

The Company recorded pre-tax strategic restructuring charges of $184.0 million ($124.4 million’ after
tax) and $101.8 million ($67.7 million after tax) in 2003 and 2002, respectively. The 2003 pre-tax charge
included $82.8 million of facility and other exit costs, $75.7 million of employee severance and termination
benefits, and $25.5 million of exited contractual commitments and other restructuring costs. The 2002 pre-
tax charge included $26.0 million of facility and other exit costs, $67.3 million of employee severance and
termination benefits, and $8.5 million of exited contractual commitments and other restructuring costs. See
Footnote 4 to the Consolidated Flnancml Statements for further 1nformat10n on the strategic restructuring
plan. :

Operating‘income in 2003 was 7.2% of net sales, or $497.2 million, versus 8.7% of net sales, or
$559.7 million, in 2002. The decrease in operating income is primarily the result of the factors described
above.

Income from continuing operations before income taxes and the cumulative effect of accounting
change in 2003 was $337.3 million, a $61.2 million decrease from $398.5 million in 2002. The decrease
relates primarily to the factors noted above.

The effective tax rate was 36.8% for the year ended 2003 versus 33.5% in the prior year. The increase
in the effective tax rate is primarily related to the utilization in 2002 of foreign net operating losses to
offset earnings recorded in foreign tax jurisdictions. See Footnote 17 to the Consohdated Financial
Statements for additional information. :

Net income before discontinued operations and cumulative effect of accounting change in 2003 was
$213.2 million, a $51.8 million decrease from $265.0 million in 2002. Diluted income per share before
discontinued operations and cumulative effect of accounting change was $0.78 in 2003 compared to $0.99
in 2002. '
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{Loss) /gain from discontinued operations, net of tax, was ($259.8) million in 2003 versus
$46.5 million in 2002. Diluted (loss) /earnings per share from discontinued operations was {$0.95) for
2003 versus $0.17 for 2002. See Footnote 2 to the Consolidated Financial Statements for additional
information.

During the first quarter of 2002, the Company completed the required impairment tests of goodwill
and indefinite life intangible assets, which resulted in an impairment charge of $514.9 million, net of tax.
See Footnote 1 to the Consolidated Financial Statements for further information on the Company’s
adoption of Statement of Financial Accounting Standards (“SFAS”) No. 142, “Goodwill and Other
Intangible Assets,” and the cumulative effect of accounting change for goodwill.

Net loss for 2003 was $46.6 million compared to $203.4 million in 2002. Basic and diluted loss per
share in 2003 was $0.17 versus $0.76 in 2002. The decrease in net loss and loss per share was primarily
due to the factors noted above.

Business Segment Operating Results
2004 vs. 2003 Business Segment Operating Results
The Company operates in five general segments:

Net sales by segment were as follows for the year ended December 31, (in millions, except
percentages):

2004 2003 % Change

Cleaning & Organization.............covveiviniinninnn.., $1,858.1  $2,013.7 (7.1 %
Office Products . .. ... . i 1,686.2 1,681.2 0.3
Tools & Hardware ........ ... ... .0 i, 1,218.7 1,199.7 1.6
Home Fashions.......... ... ... ... . . 506.8 901.0 0.6
Other ... o e 1,078.6 1,103.4 (2.2)

Total Net Sales ........ ... . $6,748.4  $6,899.0 2.2)%

Operating income by segment was as follows for the year ended December 31, (in millions, except
percentages):

2004 2003 % Change

Cleaning & Organization.......... S PP $ 908 § 920 (1.3)%
Office Products .................. PR 261.9 309.6 (15.4)
Tools & Hardware ................. e P 181.8 179.3 1.4
Home Fashions........... ... i, 33.0 44.4 (25.7)
Ot Lo 92.6 120.7 (23.3)
COTPOTAtE . .ot e (39.4) (30.3)
Impairment charge.......... e (374.0) (34.5) -
Restructuring costs......... F e e (52.1) (184.0) —

Total Operating Income . .................... ... .. .... $ 1946 § 497.2 (60.9)%

Cleaning & Organization

Net sales for 2004 were $1,858.1 million, a decrease of $155.6 million; or 7.7%, from $2,013.7 million
in 2003. The 7.7% sales decrease was driven primarily by a decline in the Rubbermaid Home Products
business due to planned low-margin product line rationalizations, partially offset by favorable pricing and
increases in core product lines in the Rubbermaid Foodservice, Rubbermaid Commercial, and Rubbermaid
Asia Pacific businesses,
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Operating income for 2004 was $90.8 million, a decrease of $1.2 million, or 1.3%, from $92.0 million
in 2003. The decrease in operating income is primarily the result of higher raw material costs (primarily
resin), partially offset by favorable pricing and improvement in Rubbermaid Commercial and Rubbermaid
Asia Pacific as a result of sales growth.

Office Products

Net sales for 2004 were $1,686.2 million, an increase of $5.0 million, or 0.3%, from $1,681.2 million
in 2003. The increase in net sales primarily resulted from a single-digit increase in the writing instruments
business on the strength of new products, largely offset by the exit of low margin resin based products in
the Eldon office products business.

Operating income for 2004 was $261.9 million, a decrease of $47.7 million, or 15.4%, from
$309.6 million in 2003. The decrease in operating income was driven by restructuring related costs in the
European writing instruments business and raw material inflation, primarily in resin costs in the Eldon
office products division, partially offset by improvement in the Sanford Latin America and Sanford Asia
Pacific businesses.

Tools & Hardware

Net sales for 2004 were $1,218.7 million, an increase of $19.0 million, or 1.6%, from $1,199.7 million
in 2003. The increase in net sales was driven by increases in the LENOX and BernzOmatic businesses.

Operating income for 2004 was $181.8 million, an increase of $2.5 million, or 1.4%, from
$179.3 million in 2003. The improvement in operating income was generated primarily by productivity
savings, sales increases and streamlining initiatives, partially offset by raw material inflation.

Home Fashions

Net sales for 2004 were $906.8 million, an increase of $5.8 million, or 0.6%, from $901.0 million in
2003. The increase in net sales was driven primarily by favorable foreign currency fluctuation, partially
offset by planned product line exits in the Swish UK business.

Operating income for 2004 was $33.0 million, a decrease of $11.4 million, or 25.7%, from
$44.4 million in 2003. The decrease in operating income is primarily the result of raw material inflation
and charges related to the liquidation of certain product lines in the segment.

Other

Net sales for 2004 were $1,078.6 million, a decrease of $24.8 million, or 2.2%, from $1,103.4 million
in 2003. The decrease in net sales was primarily attributable to the sale of Cosmolab in March 2003,
which contributed $10 million in sales in 2003, and declines experienced in the Graco and Cookware
Europe businesses.

Operating income for 2004 was $92.6 million, a decrease of $28.1 million, or 23.3%, from

$120.7 million in 2003. The decrease in operating income was due primarily to sales decreases at Graco
and Cookware Europe and raw material inflation in resin based products.
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2003 vs. 2002 Business Segment Operating Results

Net sales by segment were as follows for the year ended December 31, (in millions, except
percentages): : ‘

2003 2002 % Change

Cleaning & Organization..............ouurrurirereeeene.. $2,013.7 $1,901.8 5.9%
Office Products . . ....o it e e 1,681.2 1,684.1 (0.2)
Tools & Hardware . ... i 1,199.7 783.0 53.2
Home Fashions....... ... ... .. i, 901.0 955.7 (5.7)
O hET . o 1,103.4 1,112.3 (0.8)

Total Net Sales ..o e $6,899.0  $6,436.9 _1.2%

Operating income by segment was as follows for the year ended December 31, (in millions):

2003 2002 % Change

Cleaning & Organization........... ..., § 920 § 1690 (45.6)%
Office Products . ..... O 309.6 306.1 1.1
Tools & Hardware .. ......... .. ... i, 179.3 79.2 126.4
Home Fashions. ... ... ... i 44.4 44.3 0.2
Other............... e e 120.7 94.0 28.4
Corporate ... ..ottt (30.3) (31.1)
Impairment charge....... ... .. o i i i (34.5) —
Restructuring costs. . ...ttt _ (184.0) (101.8)

Total Operating Income ........... ... .. ...........c.... $ 4972 § 5597 (11.2)%

Cleaning & Organization

Net sales for 2003 were $2,013.7 million, an increase of $111.9 million, or 5.9%, from $1,901.8 million
in 2002. The 5.9% sales growth was primarily due to mid single-digit sales growth at the Rubbermaid
Home Products division. The primary reason for the overall sales increase was continued growth in sales of
newer products, such as the Rubbermaid TakeAlongs®, the Tool Tower™, the Sports Station™, the
Endurance Cooler™ and other product offerings, partially offset by price reductions.

Operating income for 2003 was $92.0 million, a decrease of $77.0 million, or 45.6%, from
$169.0 million in 2002. The decrease in operating income is primarily the result of higher raw material
costs (primarily resin) and pricing pressure on non-differentiated items in its Rubbermaid Home Products
business.

Office Products

Net sales for 2003 were $1,681.2 million, a decrease of $2.9 million, or 0.2%, from $1,684.1 million in
2002. The slight decrease in net sales primarily resulted from continued softness in the commercial sector.

Operating income for 2003 was $309.6 million, an increase of $3.5 million, or 1.1%, from
$306.1 million in 2002, Operating income was positively impacted by productivity and favorable mix
management, partially offset by increased investments in marketing initiatives.

Tools & Hardware

Net sales for 2003 were $1,199.7 million, an increase of $416.7 million, or 53.2%, from $783.0 million
in 2002. The increase in net sales is primarily due to incremental sales resulting from the LENOX and
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IRWIN acquisitions, including strong sales in the IRWIN North America division driven by new
products, most notably the success of the Strait-Line products.

Operating income for 2003 was $179.3 million, an increase of $100.1 million, or 126.4%, from.
$79.2 million in 2002. The improvement in operating income was driven by strong productivity, new
products and the acquisitions of LENOX and IRWIN.

Home Fashions

Net sales for 2003 were $901.0 million, a decrease of $54.7 million, or 5.7%, from $955.7 million in
2002. The decrease in net sales was primarily attributable to the planned exit of low margin product lines
in the Levolor/Kirsch business.

Operating income for 2003 was $44.4 million, an increase of $0.1 million, or 0.2%, from $44.3 million
in 2002. An improvement in Home Décor Europe was largely offset by decreases in Levolor/Kirsch,
primarily due to the reduction of sales. '

Other

Net sales for 2003 were $1,103.4 million, a decrease of $8.9 million, or 0.8%, from $1,112.3 million in
2002. The decrease in sales resulted primarily from a $39.9 million decrease due to the divestiture of the
Cosmolab business, largely offset by strong sales in the high-end cookware business. .

Operating income for 2003 was $120.7 million, an increase of $26.7 million, or 28.4%, from
$94.0 million in 2002. The main drivers of this increase in operating income were new product
introductions coupled with the increased sales in the high-end cookware business.

Liquidity and Capital Resources

Césh and cash equivalents incfeased as follows for the year ended December 31, (in millions):

2004 2003 2002
Cash provided by operating activities .......... e e $660.0 $773.2  $868.9
Cash provided by/ (used in) investing activities .................. 189.6  (716.1) (486.5)
Cash (used in)/provided by financing activities .................. (494.1) 31.4  (334.9)
Exchange effect on cash and cash equivalents ................... 5.7 0.8 0.8
Increase in cash and cash equivalents ..................... ..ol 83612 $.89.3  $ 483

Sources

The Company’s primary sources of liquidity and capital resources include cash provided by operations,
proceeds from divestitures and use of available borrowing facilities.

Cash provided by operating activities for the year ended December 31, 2004 was $660.0 million
compared to $773.2 million for the comparable period of 2003. The decrease in cash provided by operating
activities was due primarily to a reduction in the year-over-year improvement in working capital and other
assets in 2004 compared to 2003 and a reduction in cash received from the termination of certain interest
rate swap arrangements.

In 2004, the Company received cash proceeds of $262.8 million related to the sale of businesses,
compared to $10.2 million in 2003. The Company used a portion of the proceeds from the sale of these
businesses to pay off its commercial paper borrowings.

In 2004, the Company generated $55.3 million of cash related to the sale of other non-current assets,
primarily as a result of the sale of vacant facilities and equipment under the restructuring program, a
$21.6 million increase over 2003. '
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In 2004, the Company received proceeds from the issuance of debt of $33.9 million compared to
$1,044.0 million in 2003.

On January 10, 2003, the Company completed the sale of 6.67 million shares of its common stock at
a public offering price of $30.10 per share pursuant to a shelf registration statement filed with the
Securities and Exchange Commission. Total proceeds from the sale were approximately $200.8 million,
resulting in net proceeds to the Company, after expenses, of $200.1 million. The proceeds were used to
reduce the Company’s commercial paper borrowings.

The Company has a $1.05 billion universal shelf registration statement that became effective in April
2003 under which debt and equity securities may be issued. In 2003, $400.0 million of medium term notes
were issued under this shelf registration statement, the proceeds of which were used to pay down
commercial paper.

The Company has short-term foreign and domestic uncommitted lines of credit with various banks
that are available for short-term financing. Borrowings under the Company’s uncommitted lines of credit
are subject to the discretion of the lender. The Company’s lines of credit do not have a material impact on
the Company’s liquidity. Borrowings under the Company’s lines of credit at December 31, 2004 and 2003
totaled $21.3 million and $21.9 million, respectively.

The Company completed a $1,300.0 million Syndicated Revolving Credit Facility (the “Revolver”)
on June 14, 2002. The Revolver consisted of a $650.0 million 364-day credit agreement and a
$650.0 million five-year credit agreement. The Company did not roll over the 364-day credit agreement in
June of 2004, thereby reducing the Revolver to $650.0 million in available credit as of December 31, 2004.
The Company’s $650.0 million five-year Syndicated Revolving Credit Agreement that is scheduled to
expire in June 2007 remains in place. At December 31, 2004, there were no borrowings under the
Revolver.

In licu of borrowings under the Revolver, the Company may issue up to $650.0 million of commercial
paper. The Revolver provides the committed backup liquidity required to issue commercial paper.
Accordingly, commercial paper may only be issued up to the amount available for borrowing under the
Revolver. At December 31, 2004, no commercial paper was outstanding.

The Revolver permits the Company to borrow funds on a variety of interest rate terms. The Revolver
requires, among other things, that the Company maintain certain Interest Coverage and Total
Indebtedness to Total Capital Ratio, as defined in the agreement. The agreement also limits Subsidiary
Indebtedness. As of December 31, 2004, the Company was in compliance with this agreement.

Under a 2001 receivables facility with a financial institution, the Company created a financing entity
that is consolidated in the Company’s financial statements. Under this facility, the Company regularly
enters into transactions with the financing entity to sell an undivided interest in substantially all of the
Company’s United States trade receivables to the financing entity. In 2001, the financing entity issued
$450.0 million in preferred debt securities to the financial institution. Those preferred debt securities must
be retired or redeemed before the Company can have access to the financing entity’s receivables. Also,
certain levels of accounts receivable write-offs and other events would permit the financial institution to
terminate the receivables lending commitment and require redemption of the preferred debt securities. The
receivables and the $450.0 million preferred debt securities are recorded in the consolidated accounts of
the Company. Because this debt matures in 2008, the entire amount is considered to be long-term debt.
As of December 31, 2004 and 2003, the aggregate amount of outstanding receivables sold under the
agreement was $720.9 million and $777.4 million, respectively.

Uses

The Company’s primary uses of liquidity and capital resources include acquisitions, payments on notes
payable, long-term debt, dividend payments and capital expenditures.
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Cash used for acquisitions was $6.6 million in 2004, compared to $460.0 million in 2003. The cash
used in 2003 related primarily to the acquisition of LENOX, which was funded through the issuance of
commercial paper. The Company did not invest in significant acquisitions during 2004, as its priority was
the reduction of debt.

Capital expenditures were $121.9 million and $300.0 million in 2004 and 2003, respectively. The
decrease in capital expenditures is primarily due to the Company’s decision to reduce capital investment in
the Rubbermaid Home Products business and the sale of several capital intense businesses.

In 2004, the Company made payments on notes payable and long-term debt of $298.4 million
compared to $989.6 million in 2003. In 2004, the Company purchased 825,000 shares of its Convertible
Preferred Securities from a holder for $43.6875 per share. The Company paid a total of $36.0 million. In
the first quarter of 2005, the Company purchased 550,000 shares of its Preferred Securities from a holder
for $47.375 per share. The Company paid a total of $26.1 million.

Aggregate dividends paid were $231.0 million and $230.9 million in 2004 and 2003, respectively.

Cash used for restructuring activities, including acquisition integration plans, was $90.1 million and
$127.5 million in 2004 and 2003, respectively. The cash payments primarily relate to employee termination
benefits.

In 2004, the Company made a voluntary $50.0 million cash contribution to fund the Company’s
pension plan. The Company expects to contribute $25.0 million to its foreign pension plans in 2005.

Retained earnings decreased in 2004 by $347.1 million. The reduction in retained earnings is due to
cash dividends paid on common stock and the current year net loss.

Working capital at December 31, 2004 was $1,141.1 million compared to $978.2 million at
December 31, 2003. The current ratio at December 31, 2004 was 1.61:1 compared to 1.48:1 at
December 31, 2003. The increase in working capital and the current ratio is due to an increase in cash on
hand at December 31, 2004 from the sale of businesses and fixed assets, partially offset by the pay-down
of debt, and an increase in inventory due to inventory build associated with improving service levels.

Total debt to total capitalization (total debt is net of cash and cash equivalents, and total
capitalization includes total debt and stockholders’ equity) was .55:1 at December 31, 2004 and .58:1 at
December 31, 2003.

The Company believes that cash provided from operations and available borrowing facilities will
continue to provide adequate support for the cash needs of existing businesses on a short-term basis;
however, certain events, such as significant acquisitions, could require additional external financing on a
long-term basis.

Pension Liability

Effective December 31, 2004, the Company froze its defined benefit pension plan for its entire non-
union U.S. workforce. As a result of this curtailment, the Company will reduce its pension obligation by
$50.3 million and anticipates recording a curtailment gain related to negative prior service cost in the first
quarter of 2005 in the range of $14 to $16 million. The Company’s measurement date with respect to this
plan is September 30th. The Company offered a special termination benefit to certain of its employees that
elected early retirement and recorded a special termination benefit charge in the amount of $1.8 million in
2004. The Company replaced the defined benefit pension plan with a defined contribution plan, whereby
the Company will make additional contributions to the Company’s sponsored employee profit sharing plan.
The new defined contribution has a five-year cliff-vesting schedule, but allows prior years of service to be
applied against the vesting.
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Resolution of Income Tax Contingency

During the first quarter of 2005, the Company reached agreement with the Internal Revenue Service
(IRS) relating to the appropriate treatment of a specific transaction reflected on the Company’s 2003 US
federal income tax return. The Company requested accelerated review of the transaction under the IRS’
Pre-Filing Agreement Program that resulted in affirmative resolution in late January 2005. The Company’s
December 31, 2004 and 2003 balance sheet reflected a $58 million and $57 million contingency reserve,
respectively, for this transaction pending resolution of the appropriate treatment with the IRS. The benefit
of this transaction will be recorded in the Company’s first quarter 2005 income statement.

Contractual Obligations, Commitments and Off-Balance Sheet Arrangements

The Company has various contractual obligations that are recorded as liabilities in its consolidated
financial statements. Certain other items, such as purchase commitments and other executory contracts,
are not recognized as liabilities in the Company’s consolidated financial statements but are required to be
disclosed. Examples of items not recognized as liabilities in the Company’s consolidated financial
statements are commitments to purchase raw materials or inventory that has not yet been received as of
December 31, 2004 and future minimum lease payments for the use of property and equipment under
operating lease agreements.

The following table summarizes the effect that lease and other material contractual obligations listed
below are expected to have on the Company’s cash flow in the indicated period. In addition, the table
reflects the timing of principal and interest payments on borrowings outstanding as of December 31, 2004.
Additional details regarding these obligations are provided in the footnotes to the consolidated financial
statements, as referenced in the table (in millions):

Payments Due by Period

Less than 1-3 3-5 More than

» Total 1 Year Years Years 5 Years

Long-term debt—maturities(1) .......... $2,609.9 $185.6  $416.2 $704.3  $1,303.8
Interest on long-term debt(2) .. e 1,420.7 127.5 - 230.6 178.6 -884.0
Operating lease obligations(3) ........... 382.8 100.4 1324 75.8 74.2
Purchase obligations(4) ..... [P 510.1 4883 19.4 0.6 1.8
Total contractual obligation(5) .....:.... $4919.0 $901.6 §798.2 $955.6 $2,263.6

(1) Amounts represent contractual obligations due, excluding interest, based on borrowings outstanding as
of December 31, 2004. For further information relating to these obligations, see Footnotes 9 and 10 to
the Consolidated Financial Statements.

(2) Amount represents estimated interest expense on borrowings outstanding as of December 31; 2004.
Interest on floating debt was estimated using the index rate in effect as of December 31, 2004. For
further information relating to this obligation, see Footnotes 9 and 10 to the Consolidated Financial
Statements. :

(3) Amounts represent contractual minimum lease obligations on operating leases as of December 31,
2004. For further information relating to this obligation, see Footnote 12 to the Consolidated Financial
Statements.

(4) Primarily consists of purchasé commitments entered into as of December 31, 2004 for finished goods,
raw materials, components and services. pursuant to legally enforceable and binding obligations, which
include all significant terms.

(5) Total does not include contractual obligations reported on the December 31, 2004 balance sheet as
current liabilities, except for current portion of long-term debi.

The Company also has obligations with respect to its pension and post retirement medical benefit
plans. See Footnote 13 to the Consolidated Financial Statements. '
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As of December 31, 2004, the Company had $100.7 million in standby letters of credit primarily
related to the Company’s self-insurance programs, including workers’ compensation, product liability, and
medical. See Footnote 21 to the Consolidated Financial Statements for further information.

As of December 31, 2004, the Company did not have any significant off-balance sheet arrangements,
as defined in Item 303(a)(4) (ii) of SEC Regulation S-K.

Critical Accounting Policies

The Company’s accounting policies are more fully described in Footnote 1 to the Consolidated
Financial Statements. As disclosed in Footnote 1 to the Consolidated Financial Statements, the
preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions about future events that affect the amounts reported in
the financial statements and accompanying footnotes. Future events and their effects cannot be determined
with absolute certainty. Therefore, the determination of estimates requires the exercise of judgment. Actual
results inevitably will differ from those estimates, and such differences may be material to the
Consolidated Financial Statements The followmg sections describe the Company’s critical accounting
policies. :

Revenue Recognition

Revenue from sales of merchandise and freight billed to customers is recognized when title passes and
all substantial risks of ownership change, which generally occurs upon shipment to customers. Revenue' is
net of provisions for cash discounts, returns, customer discounts (such as volume or trade discounts), co-
op advertising and other sales related discounts.

Recovery of Accounts Receivable

The Company evaluates the collectibility of accounts receivable based on a combination of factors.
When aware of a specific customer’s inability to meet its financial obligations, such as in the case of
bankruptcy filings or deterioration in the customer’s operating results or financial position, the Company
records a specific reserve for bad debt to reduce the related receivable to the amount the Company
reasonably believes is collectible. The Company also records reserves for bad debt for all other customers
based on a variety of factors, including the length of time the receivables are past due and historical
collection experience. If circumstances related to specific customers change, the Company’s estimates of
the recoverability of receivables could be further adjusted.

Inventory Reserves

The Company reduces its inventory value for estimated obsolete and slow moving inventory in an
amount equal to the difference between the cost of inventory and the net realizable value based upon
assumptions about future demand and market conditions. If actual market conditions are less favorable
than those projected by management, additional inventory write-downs may be required.

Goodwill and Other Indefinite-Lived Intangible Assets

The Company conducts its annual test of impairment for goodwill and indefinite life intangible assets
in the third quarter because it coincides with its annual strategic planning process for all of its businesses.
The Company also tests for impairment if events or circumstances occur $ubsequent to the Company’s
annual impairment tests that would more likely than not reduce the fair value of a rcportlng unit or the
indefinite life intangible asset below its carrying amount. '

The Company cannot predict the occurrence of certain events that might adversely affect the reported
value of goodwill and other intangible assets. Such events may include, but are not limited to, strategic
decisions made in response to economic and competitive conditions, the impact of the economic
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environment on the Company’s customer base, or a material negative change in its relationships with
significant customers.

The Company assesses the fair value of its reporting units for its goodwill and other indefinite lived
intangible assets (primarily trademarks and trade names) impairment tests, generally based upon a
discounted cash flow methodology. The discounted cash flows are estimated utilizing various assumptions
regarding future revenue and expenses, working capital, terminal value, and market discount rates. The
underlying assumptions used are consistent with those used in the strategic plan.

If the carrying amount of the reporting unit is greater than the fair value, goodwill impairment may
be present. The Company measures the goodwill impairment based upon the fair value of the underlying
assets and liabilities of the reporting unit, including any unrecognized intangible assets, and estimates the
implied fair value of goodwill. An impairment loss is recognized to the extent the recorded goodwill
exceeds the implied fair value of goodwill.

In conjunction with the adoption of SFAS 142 in 2002, the Company performed the required
impairment tests of goodwill and indefinite lived intangible assets and recorded a pre-tax impairment
charge of $538.0 million, ($514.9 million net of taxes).

If the carrying amount of the intangible asset exceeds its fair value, an impairment charge is recorded
'to the extent the recorded intangible asset exceeds the fair value.

Product Liability Reserves

The Company has a self-insurance program for product liability that includes reserves for self-retained
losses and certain excess and aggregate risk transfer insurance. The Company uses historical loss
experience combined with actuarial evaluation methods, review of significant individual files and the
application of risk transfer programs in determining required product liability reserves. As a result of the
most recent analysis, the Company has estimated these reserves at $25.5 million. The Company’s actuarial
evaluation methods take into account claims incurred but not reported when determining the Company’s
product liability reserve. While the Company believes that it has adequately reserved for these claims, the
ultimate outcome of these matters may exceed the amounts recorded by the Company and such additional
losses may be material to the Company’s Consolidated Financial Statements.

Legal and Environmental Reserves

The Company is subject to losses resulting from extensive and evolving federal, state, local and
foreign laws and regulations, as well as, contract and other disputes. The Company evaluates the potential
legal and environmental losses relating to each specific case and determines the probable loss based largely
on historical experience. The estimated losses take into account anticipated costs associated with
investigative and remediation efforts, including legal fees, where an assessment has indicated that a
probable liability has been incurred and the cost can be reasonably estimated. No insurance recovery is
taken into account in determining the Company’s cost estimates or reserve, nor do the Company’s cost
estimates or reserve reflect any discounting for present value purposes, except with respect to long-term
operations and maintenance CERCLA matters which are estimated at present value. See Footnote 21 to
the Consolidated Financial Statements for additional information.

Income Tax Contingencies

The Company establishes a tax contingency reserve for certain tax exposures when it is not probable
that the Company’s tax position will be ultimately sustained. The Company generally assesses its tax
contingency reserves on a quarterly basis. The Company adjusts a tax contingency reserve balance when it
becomes probable that the Company’s tax position will ultimately be sustained, which generally occurs
when the statute of limitations for a specific exposure item has expired or when the Company has reached
agreement with the taxing authorities on the treatment of an item.
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Recent Accounting Pronouncements

Refer to Footnote 1 to the Consolidated Financial Statements for information regarding recent
accounting pronouncements.

International Operations

The Company’s non-U.S. sales increased 1.4% in 2004, after increasing 13.0% in 2003. In both 2004
and 2003, the increases primarily related to foreign currency movement, largely in Europe. For the years
ended December 31, 2004, 2003 and 2002, the Company’s non-U.S. business accounted for approximately
32%, 31% and 29% of net sales, respectively (see Footnote 20 to the Consolidated Financial Statements).
Changes in both U.S. and non-U.S. net sales are shown below for the years ended December 31, (in
millions, except percentages):

2004 vs. 2003 vs.
2003% 2002%

2004 2003 2002 Change Change
Net sales: '
US. $4,607.2 $4,788.2  $4,569.5 (3.8)% 4.8%
Non-U.S. ... .. 2,141.2 2,110.8 1,867.4 1.4 13.0

$6,7484  $6,899.0 $6436.9 (2.2)% 1.2%

Forward-Looking Statements

The Company has made statements in this Appendix A and in its Annual Report on Form 10-K for
the year ended December 31, 2004 and the documents incorporated by reference therein that constitute
forward-looking statements, as defined by the Private Securities Litigation Reform Act of 1995. These
statements are subject to risks and uncertainties. The statements relate to, and other forward-looking
statements that may be made by the Company may relate to, but are not limited to, information or ‘
assumptions about sales (including pricing), income/ (loss), earnings per share, return on equity, return on
invested capital, capital expenditures, working capital, cash flow, dividends, capital structure, debt to
capitalization ratios, interest rates, internal growth rates, restructuring, impairment and other charges,
potential losses on divestitures, impact of changes in accounting standards, pending legal proceedings and
claims (including environmental matters), future economic performance, operating income improvements,
costs and cost savings (including raw material inflation, productivity and streamlining), synergies,
management’s plans, goals and objectives for future operations and growth. These statements generally are
accompanied by words such as “intend,” “anticipate,” “believe,” “estimate,” “project,” “target,” “plan,”
“expect,” “should” or similar statements. You should understand that forward-looking statements are not
guarantees because there are inherent difficulties in predicting future results. Actual results could differ
materially from those expressed or implied in the forward-looking statements. The factors that are
discussed below, as well as the matters that are set forth generally herein and in the 2004 Form 10-K and
the documents incorporated by reference therein could cause actual results to differ. Some of these factors
are described as criteria for success. Qur failure to achieve, or limited success in achieving, these
objectives could result in actual results differing materially from those expressed or implied in the forward-
looking statements. In addition, there can be no assurance that we have correctly identified and assessed
all of the factors affecting the Company or that the publicly available and other information we receive
with respect to these factors is complete or correct.

Retail Economy

Our business depends on the strength of the retail economies in various parts of the world, primarily
in North America and to a lesser extent Europe, Central and South America and Asia.’

These retail economies are affected primarily by such factors as consumer demand and the condition
of the consumer products retail industry, which, in turn, are affected by general economic conditions and
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events such as the terrorist attacks of September 11, 2001. In recent years, the consumer products retail
industry in the U.S. and, increasingly, elsewhere has been characterized by intense competition and
consolidation among both product suppliers and retailers. Because such competition, particularly in weak
retail economies, can cause retailers to struggle or fail, the Company must continuously monitor, and adapt
to changes in, the creditworthiness of its customers.

Nature of the Marketplace

‘We compete with numerous other manufacturers and distributors of consumer products, many of
which are large and well established. Our principal customers are large mass merchandisers, such as
discount stores, home centers, warehouse clubs and office superstores. The rapid growth of these large
mass merchandisers, together with changes in consumer shopping patterns, have contributed to the
formation of dominant multi-category retailers, many of which have strong negotiating power with
suppliers. This environment significantly limits our ability to recover cost increases through selling price
increases. Other trends among retailers are to foster high levels of competition among suppliers, to demand
that manufacturers supply innovative new products and to require suppliers to maintain or reduce product
prices and deliver products with shorter lead times. Another trend is for retailers to import products
directly from foreign sources.

The combination of these market influences has created an intensely competitive environment in
which our principal customers continuously evaluate which product suppliers to use, resulting in pricing
pressures and the need for strong end-user brands, the continuing introduction of innovative new products
and constant improvements in customer service.

New Product Development

Our long-term success in this competitive retail environment depends on our consistent ability to
develop innovative new products that create consumer demand for our products. Although many of our
businesses have had notable success in developing new products, we need to improve our new product
development capability. There are numerous uncertainties inherent in successfully developing and
introducing innovative new products on a consistent basis. ‘

Raw Materials

Our business purchases certain raw materials, including resin, steel and aluminum that are subject to
price volatility and inflationary pressure. We attempt to reduce our exposure to increases in such costs
through a variety of programs, including periodic raw materials purchases, purchases of raw materials for
future delivery and customer price adjustments, but we generally do not use derivatives to manage the
volatility related to this risk. Future increases in the prices of these raw materials could materially impact
our financial results.

Marketing

Our competitive success also depends increasingly on our ability to develop, maintain and strengthen
our end-user brands so that our retailer customers will need our products to meet consumer demand. Our
success also requires increased focus on serving our [argest customers through key account management
efforts. We will need to continue to devote substantial marketing resources to achieving these objectives.

Productivity and Streamlining

Our success also depends on our ability to improve productivity and streamline operations to control
and reduce costs. We need to do this while maintaining consistehtly high customer service levels and
making substantial investments in new product development and in marketing our end-user brands. Our
objective is to become our retailer customers’ low-cost provider and giobal supplier of choice. To do this,
we will need continuously to improve our manufacturing efficiencies and develop sources of supply on a
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worldwide basis. We also need to continue to rationalize low-margin product lines-that do not fit in the
Company’s strategic plan.

Acquisitions and Integration

The acquisition of companies that sell prominent, consumer focused, retail brand product lines to
volume purchasers has historically been one of the foundations of our growth strategy, Over time, our
ability to continue to make sufficient strategic acquisitions at reasonable prices and to integrate the
acquired businesses successfully, obtaining anticipated cost savings and operating income improvements
within a reasonable period of time, will be important factors in our future growth.

Foreign Operations

Foreign operations, especially in Europe, but also in Asia, Central and South America and Canada,
are increasingly important to our business. Foreign operations can be affected by factors such as currency
devaluation, other currency fluctuations, tariffs, nationalization, exchange controls, interest rates, limitations
on foreign investment in local business and other political, economic and regulatory risks and difficulties.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company’s primary market risk is impacted by changes in interest rates, foreign currency
exchange rates and certain commodity prices. Pursuant to the Company’s policies, natural hedging
techniques and derivative financial instruments may be utilized-to reduce the impact of adverse changes in
market prices. The Company does not hold or issue derivative instruments for trading purposes.

The Company manages interest rate exposure through its conservative debt ratio target and its-mix of
fixed and floating rate debt. Interest rate swaps may be used to adjust interest rate exposures when
appropriate based on market conditions, .and, for qualifying hedges the interest differential of swaps is
included in interest expense. :

The Company’s foreign exchange risk management policy emphasizes hedging anticipated intercom-
pany and third party commercial transaction exposures of one-year duration or less. The Company focuses
on natural hedging techniques of the following form:

+ offsetting or netting of like foreign currency cash flows,

« structuring foreign subsidiary,béiance sheets with appropriate levels of debt to reduce subsidiary net
investments and subsidiary cash flows subject to conversion risk,

» converting excess foreign currency deposits into U.S. dollars or the relevant functional currency, and
» avoidance of risk by denominating contracts in the appropriate functional currency.

In addition, the Company utilizes forward contracts and purchase options to hedge commercial and
intercompany transactions. Gains and losses related to qualifying hedges of commercial and intercompany
transactions are deferred and included in the basis of the underlying transactions. Derivatives used to
hedge intercompany loans are marked to market with the corresponding gains or losses included in the
Company’s Consolidated Statements of Operations.

The Company purchases certain raw materials, including tesin, steel and aluminum, which are subject
to price volatility caused by unpredictable factors. While future movements of raw material costs are
uncertain, a variety of programs, including periodic raw material purchases, purchases of raw materials for
future delivery and customer price adjustments help the Company address this risk. Generally, the
Company does not use derivatives to manage the volatility related to this risk.

The amounts shown below represent the estimated potential economic loss that the Company could
incur from adverse changes in either interest rates or foreign exchange rates using the value-at-risk
estimation model. The value-at-risk model .uses historical foreign exchange rates and interest rates to
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estimate the volatility and correlation of these rates in future periods. It estimates a Joss in fair market
value using statistical modeling techniques that are based on a variance/covariance approach and include .
substantially all market risk exposures (specifically excluding equity-method investments). The fair value
losses shown in the table below do not have an impact on current results of operations or financial
condition, but are shown as an illustration of the impact of potential adverse changes in interest rates. The
following table indicates the calculated amounts for each of the years ended December 31, 2004 and 2003
{in millions, except percentages):

2004 December 31, 2003 December 31, Confidence

Market Risk . . . Average 2004 Average 2003 Level
Interestrates . .....oovoveinennnon. $12.1 $11.3 $20.0 $12.8 95%
Foreign exchange ................. $22 $ 19 $13 $15 95%

The 95% confidence interval signifies the Company’s degree of confidence that actual losses would not
exceed the estimated losses shown above. The amounts shown here disregard the possibility that interest
rates and foreign currency exchange rates could move in the Company’s favor. The value-at-risk model
assumes that all movements in these rates will be adverse. Actual experience has shown that gains and
losses tend to offset each other over time, and it is considered highly unlikely that the Company could
experience losses such as these over an extended period of time. These amounts should not be considered
prajections of future losses, because actual results may differ significantly depending upon activity in the
global financial markets. '

BUSINESS SEGMENTS

The Company’s reporting segments reflect the Company’s focus on building large consumer brands,
promoting organizational integration, achieving operating efficiencies and aligning the businesses with the
Company’s strategic account management strategy. The Company reports its results in five reportable
segments: Cleaning & Organization; Office Products; Tools & Hardware; Home Fashions; and Other.

Cleaning & Organization

The Company’s Cleaning & Organization segment is conducted by the Rubbermaid Home Products,
Rubbermaid Foodservice Products, Rubbermaid Commercial Products, Rubbermaid Europe, Rubbermaid
Canada, and Rubbermaid Asia Pacific divisions. These divisions design, manufacture or source, package
and distribute indoor and outdoor organization, home storage, food storage and cleaning products.

Rubbermaid Home Products, Rubbermaid Foodservice Products, Rubbermaid Commercial Products,
Rubbermaid Europe, Rubbermaid Canada, and Rubbermaid Asia Pacific primarily sell their products
under the Rubbermaid®, Brute®, Roughneck®, TakeAlongs®, Curver®, Blue Ice® and Stain Shicld®
trademarks.

Rubbermaid Home Products, Rubbermaid Foodservice Products, Rubbermaid Europe, Rubbermaid
Canada, and Rubbermaid Asia Pacific market their products directly and through distributors to mass
merchants, warehouse clubs, grocery/drug stores and hardware distributors, as well as regional direct sales
representatives and market-specific sales managers. Rubbermaid Commercial Products markets its
products directly and through distributors to commercial channels and home centers using a direct sales
force. ‘

Office Products

The Company’s Office Products segment is conducted by the divisions of Sanford North America,
Sanford Europe, Sanford Latin America and Sanford Asia Pacific. Sanford North America primarily
designs, manufactures or sources, packages and distributes permanent/waterbase markers, dry erase
markers, overhead projector pens, highlighters, wood-cased pencils, ballpoint pens and inks, office products,
and art supplies. It also distributes other writing instruments inciuding roller ball pens and mechanical
pencils for the retail marketplace. Sanford Europe, Latin America and Asia Pacific primarily design and
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manufacture, package and distribute ballpoint pens, wood-cased pencils, roller ball pens and art supplies
for the retail and distributor markets.

Office Products primarily sells its products under the trademarks Sanford®, Sharpie®, Paper Mate®,
Parker®, Waterman®, Eberhard Faber®, Berol®, Grumbacher®, Reynolds®, rotring®, uni-Ball® (used under
exclusive license from Mitsubishi Pencil Co. Ltd. and its subsidiaries in North America), Expo®, Accent®,
Vis-a-Vis®, Expresso®, Liquid Paper®, Mongol®, Foohy™, Prismacolor®, Eldon®, and Sensa®.

Sanford North America markets its products directly and through distributors to mass merchants,
warehouse clubs, grocery/drug stores, office superstores, office supply stores, contract stationers, and
hardware distributors, using a network of company sales representatives, regional sales managers, key
account managers and selected manufacturers’ representatives. Sanford Europe, Latin America and Asia
Pacific market their products directly to retailers and distributors using a direct sales force.

Tools & Hardware

The Company’s Tools & Hardware segment is conducted by the following divisions: IRWIN North
America Power Tools & Accessories, IRWIN North America Hand Tools, IRWIN Latin America,
IRWIN Europe and Asia Pacific, LENOX, BernzOmatic, Shur-Line and Amerock. IRWIN North
America Power Tools & Accessories, IRWIN North America Hand Tools, IRWIN Latin America,
IRWIN Europe and Asia Pacific and LENOX manufacture and source, package and distribute hand tools
and power tool accessories. BernzOmatic manufactures and sources, packages and distributes propane
torches and accessories. Shur-Line manufactures and distributes manual paint applicator products.
Amerock manufactures or sources, packages and distributes cabinet hardware for the retail and O.E.M.
marketplace and window and door hardware for window and door manufacturers.

IRWIN North America Power Tools & Accessories, IRWIN North America Hand Tools, IRWIN
Latin America and IRWIN Europe and Asia Pacific primarily sell their products under the trademarks
IRWINS®, Vise-Grip®, Marathon®, Twill®, Hanson®, Speedbor®, Jack®, Quick-Grip®, Chesco®, Unibit®,
Record®, Marples®, and Strait-Line®. LENOX primarily sells its products under the LENOX® brand.
BernzOmatic primarily sells its products under the BernzOmatic® trademark. Shur-Line primarily sells its
products under the trademarks Shur-Line® and Rubbermaid®. Amerock primarily sells its products under
the trademarks Amerock®, Allison® and Ashland®.

IRWIN North America Power Tools & Accessories, IRWIN North America Hand Tools, IRWIN
Latin America, IRWIN Europe and Asia Pacific, LENOX, BernzOmatic, Shur-Line and Amerock market
their products directly and through distributors to mass merchants, home centers, department/specialty
stores, hardware distributors, industrial/construction outlets, custom shops, select contract customers and
other professional customers, using a network of manufacturers’ representatives, as well as regional account
and market-specific sales managers.

Home Fashions

The Company’s Home Fashions segment is conducted by the divisions of Levolor/Kirsch, Home
Décor Europe and Swish UK. Levolor/Kirsch primarily designs, manufactures or sources, packages and
distributes drapery hardware, custom and stock horizontal and vertical blinds, as well as pleated, cellular
and roller shades for the retail marketplace. Levolor/Kirsch also produces window treatment components
for custom window treatment fabricators. Home Décor Europe primarily designs, manufactures, packages
and distributes drapery hardware and made-to-order window treatments for the European retail
marketplace. Swish UK is a manufacturer and marketer of shelving and storage products, cabinet
hardware and functional trims. Swish UK also produces window treatment components for custom window
treatment fabricators.

Levolor/Kirsch primarily sells its products under the trademarks Levolor®, Newell®, and Kirsch®.
Home Décor Europe and Swish UK primarily sell their products under the trademarks Swish®, Nenplas®,
Homelux®, Gardinia®, Caroline® and Kirsch®. :
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Levolor/Kirsch markets its products directly and through distributors to mass merchants, home
centers, department/specialty stores, hardware distributors, industrial/construction outlets, custom shops,
select contract customers and other professional customers, using a network of manufacturers’
representatives, as well as regional account and market-specific sales managers. Home Décor Europe and
Swish UK market their products to mass merchants and buying groups using a direct sales force.

Other

The Company’s Other segment is conducted by the following divisions: Calphalon, Cookware Europe,
Little Tikes, Graco, and Goody. Calphalon primarily designs manufactures or sources, packages and
distributes aluminum and steel cookware. Cookware Europe primarily designs, manufactures, packages and
distributes glass products. These products include glass ovenware, servingware, cookware and dinnerware
products. Cookware Europe also produces glass components for appliance manufacturers, and its products
are marketed primarily in Europe, the Middle East and Africa. The Little Tikes and Graco businesses
design, manufacture or source, package and distribute infant and juvenile products such as toys, high
chairs, car seats, strollers, play yards and ride-ons. Goody designs, manufactures or sources, packages and
distributes hair care accessories.

Calphalon primarily sells its products under the trademarks Calphalon®, Kitchen Essentials®, and
Calphalon®0ne™. Cookware Europe’s products are sold primarily under the trademarks Pyrex®, (used
under exclusive license from Corning Incorporated and its subsidiaries in Europe, the Middle East and
Africa only), Pyroflam® and Vitri®, Little Tikes and Graco primarily sell their products under the Little
Tikes®, Graco® and Century® trademarks. Goody markets its products primarily under the Goody® and
Ace® trademarks.

Calphalon markets its products directly to department/specialty stores and warehouse clubs using
regional-zone and market-specific sales managers. Cookware Europe markets its products to mass
merchants, industrial manufacturers and buying groups using a direct sales force and manufacturers’
representatives in some markets. Little Tikes and Graco market their products directly and through
distributors to mass merchants, warchouse clubs, grocery/drug stores, as well as regional direct sales
representatives and market-specific sales managers. Goody markets its products directly and through
distributors to mass merchants, warehouse clubs, grocery/drug stores using a network of manufacturers’
representatives, as well as regional direct sales representatives and market-specific sales managers.
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FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Management’s Responsibility for Financial Statements

The management of Newell Rubbermaid Inc. is responsible for the accuracy and internal consistency
of the preparation of the consolidated financial statements and footnotes contained in this annual report.
Management has followed those generally accepted accounting principles that it believes to be most
appropriate to the circumstances of the Company, and has made what it believes to be reasonable and
prudent judgments and estimates where necessary.

The Company’s management is also responsible for establishing and maintaining adequate internal
control over financial reporting. Newell Rubbermaid Inc. operates under a system of internal accounting
controls designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of published financial statements in accordance with generally accepted accounting principles.
The internal accounting control system is evaluated for effectiveness by management and is tested,
monitored and revised as necessary. All internal control systems, no matter how well designed, have
inherent limitations. Therefore, even those systems determined to be effective can provide only reasonable
assurance with respect to financial statement preparation and presentation.

The Company’s management assessed the effectiveness of the Company’s internal control over
financial reporting as of December 31, 2004. In making this assessment, it used the criteria set forth by
the Committee of Sponsoring Organizations of the Treadway Commission {COSO) in Internal Control—
Integrated Framework. Based on this assessment, management believes that, as of December 31, 2004, the
Company’s internal control over financial reporting is effective based on those criteria.

The Company’s independent auditors, Ernst & Young LLP, have audited the financial statements
prepared by the management of Newell Rubbermaid Inc. and management’s assessment of internal control
over financial reporting. Their reports on these financial statements, and on management s assessment of
internal control over financial reporting, are presented below.

NEWELL RUBBERMAID INC.
Atlanta, Georgia
February 25, 2005
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
Newell Rubbermaid Inc.

We have audited the accompanying consolidated balance sheets of Newell Rubbermaid Inc. (the
“Company”) as of December 31, 2004 and 2003, and the related consolidated statements of operations,
stockholders’ equity and cash flows for each of the three years in the period ended December 31, 2004.
These financial statements are the responsibility of the Company’s management. Our responsibilityis to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of Newell Rubbermaid Inc. at December 31, 2004 and 2003, and the
consolidated results of its operations and its cash flows for each of the three years in the period ended
December 31, 2004, in conformity with U.S. generally accepted accounting principles.

As described in Note 1 to the consolidated financial statements, effective January 1, 2002, the
Company changed its method of accounting for goodwill and other intangible assets to conform with
FASB Statement No. 142.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the effectiveness of Newell Rubbermaid Inc.’s internal control over financial
reporting as of December 31, 2004, based on criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our
report dated February 25, 2005 expressed an unqualified opinion thereon.

/s/ ERNST & YOUNG LLP

Chicago, Illinois
February 25, 2005
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
Newell Rubbermaid Inc.

We have audited management’s assessment, included in the accompanying Management’s Responsi-
bility for Financial Statements and Annual Report on Internal Control over Financial Reporting, that
Newell Rubbermaid Inc. (the Company) maintained effective internal control over financial reporting as
of December 31, 2004, based on criteria established in Internal Control—Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). The
Company’s management is responsible for maintaining effective internal control over financial reporting
and for its assessment of the effectiveness of internal control over financial reporting. Our responsibility is
to express an opinion on management’s assessment and an opinion on the effectiveness of the Company’s
internal control over financial reporting based on our audit.

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

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. A company’s internal
control over financial reporting includes those policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a
material effect on the financial statements.

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

In our opinion, management’s assessment that the Company maintained effective internal control over
financial reporting as of December 31, 2004, is fairly stated, in all material respects, based on the COSO
criteria. Also, in our opinion, the Company maintained, in all material respects, effective internal control
over financial reporting as of December 31, 2004, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the consolidated balance sheets of Newell Rubbermaid Inc. as of December 31,
2004 and 2003, and the related consolidated statements of operations, stockholders’ equity, and cash flows
for each of the three years in the period ended December 31, 2004 of Newell Rubbermaid Inc. and our
report dated February 25, 2005 expressed an unqualified opinion thereon.

/s/{  ERNST & YOUNG LLP

Chicago, Illinois
February 25, 2005
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- Consolidated Statements of Operations

Year Ended December 31,

2004 2003 2002
(Amounts in millions, except per share data)
Netsales...... .. ... ..o ... $6,748.4 $6,899.0 $6,436.9
Cost of productssold.............................. 4.857.9 4,961.8 4,608.2
GToss MAaTEIN . oottt e 1,890.5 1,937.2 1,828.7
Selling, general and administrative expenses .......... 1,269.8 1,221.5 1,167.2
Impairment charge.......... ... ... ... 374.0 34.5 —
Restructuring costs......... e 52.1 184.0 101.8
Operating income. . ............................... 194.6 497.2 559.7
Nonoperating expenses:
Interest expense, net of interest income of $10.4, $5.8,
and $4.7 in 2004, 2003, and 2002, respectively ...... 119.3 134.3 132.6
Other (income) expense, net ..................... (11.0) 25.6 28.6
Net nonoperating €Xpenses . .. ..........o.eeuuo., 108.3 159.9 161.2
Income from continuing operations before income taxes
and cumulative effect of accounting change ... .. ... 86.3 3373 398.5
Income taxes .......... ...t 105.4 124.1 133.5
(Loss)/income before discontinued operations and
cumulative effect of accounting change ............ (19.1) 213.2 265.0
(Loss) gain from discontinued operations, net of tax ... (97.0) (259.8) 46.5
Cumulative effect of accounting change, net of tax ,
benefit of $23.1in2002. ... ... ... . ... — — (514.9)
Netloss........... i, S s (1le6.1) $ (46.6) $ (203.4)
Weighted average shares outstanding:
Basic ... 274.4 2741 267.1
Diluted ....... . 274.4 274.1 268.0
Per common share—
Basic
(Loss) income from continuing operations . . ... ... § (0.07) $ 0.78 $ 099
{Loss) income from discontinued operations . .. ... (0.35) (0.95) 0.18
Cumulative effect of accounting change .......... — — (1.93)
Net 108 . oot $ (042) $ (0.17) $ (0.76)
Diluted 4
(Loss) income from continuing operations . . ... ... $ (0.07) $§ 078 $ 099
(Loss) income from discontinued operations ... ... (0.35) (0.95) 0.17
Cumulative effect of accounting change .......... — — (1.92)
Netoss. ..o $ (0.42) $ (0.17) $ (0.76)

Dividends ........ ... .. $ 084 $ 084 $ 084

See Footnotes to Consolidated Financial Statements.
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Assets

Consolidated Balance Sheets

Current Assets:
Cash and cash equivalents .......... ... i,
Accounts receivable, net of allowances of $57.3 for 2004 and $62.5

for 2003

Inventories, met. ..ot
Deferred income taxes. .. ..ottt
Prepaid expenses and other.......... ... ... i i
Current assets of discontinued operations ........................

Total Current ASSETS ...\ vttt ittt e
Other long-term investments ................c.cooviiininnnennn.

Other assets

Property, plant and equipment, net ............ ... . iiiiii.
Deferred income faXes. ... ..ot

Goodwill, net

Intangible assets, MEt ... ...ttt e
Non-current assets of discontinued operations ....................

Total Assets

Liabilities and Stockholders’ Equity

Current Liabilities:

Accounts payable . ........ ...
Accrued compensation .. ... e
Other accrued labilities ......... ... ... i

Income taxes
Notes payable

Current portion of long-term debt .. ........... ... ... ... ......
Current liabilities of discontinued operations .....................

Year Ended December 31,

2004

2003

(Amounts in millions,
except par value)

Total Current Liabilities .. ........... ... ... ... ...
Long-term debt ...... ... .. .. .
Other noncurrent liabilities . .. .......... ... ... . ... ...

Long-term liabilities of discontinued operations...........
Stockholders’ Equity:
Common stock, authorized shares, 800.0 at $1.00 par value;
Outstanding shares:

2004—290.1

2003—290.1
Treasury stock, at cost; ......... ..o
Shares held:

2004—15.7

2003—15.7

Additional paid-in capital ........ ... ... ... .o

Retained earnings. . ... ...t
Accumulated other comprehensive loss..................

Total Stockholders’ Equity . ...... ...,
Total Liabilities and Stockholders’ Equity .............

See Footnotes to Consolidated Financial Statements.
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$ 5056  $ 1444
1,278.7 1,397.1
972.3 884.8
73.8 152.7
182.0 183.1
— 238.1
3,0124 3,000.2
15.5 15.5
171.4 197.2
1,308.2 1,608.8
29.6 68.1
1,824.6 1,989.0
304.2 4479
— 154.0
$6,6659  $7,480.7
$ 6829  $ 6947
118.5 122.1
794.2 960.4
68.8 80.8
21.3 21.9
185.6 13.5
— 128.6
1,871.3 2,022.0
2,424.3 2,868.6
606.1 572.3
— 1.5
290.1 290.1
(411.6) (411.6)
437.5 439.9
1,518.6 1,865.7
(70.4) (167.8)
1,764.2 2,016.3
$6,665.9  $7,480.7




Consolidated Statements of Cash Flows

Year Ended December 31,

2004

2003

2002

(Amounts in millions)

Operating Activities

Nt 0SS L ot it $(116.1) § (46.6) $(203.4)
Adjustments to reconcile net loss to net cash provided by operating
activities: :
Depreciation and amortization ... ...... ... 249.1 246.8 251.0
Cumulative effect of change in accounting principle ................. — — 514.9
Noncash restructuring charges ..o .. 30.9 138.3 74.9
Deferred income taxes. ... .o vvun vt 108.9 (11.5) 48.3
(Gain) loss on sale of assets ......... ... ... i, {9.0) 29.7 —
Noncash impairment charges—Continuing operations ............... 374.0 34.5 —
Noncash impairment charges—Discontinued operations.............. — 254.9 —
Loss on disposal of discontinued operations ........................ 90.5 — —
Other . oo (8.4) 26.1 9.8
Changes in current accounts excluding the effects of acquisitions:
Accounts receivable ... ... ... 163.0 27.3 (1.2)
TNVENTOTIES . .. oo (57.9) 158.1 (7.3)
Other current assets. ......oovtr it (12.6) 271 (45.0)
Accounts payable . . ... (26.2) 74.9 108.2
Discontinued operations ..............vieiiiiini i (29.8) 55.6 80.6
Accrued liabilities and other. ........ ... ... . L (96.4) (242.0) 38.1
Net Cash Provided by Operating Activities .......................... $ 660.0 § 7732 $ 868.9
Investing Activities
Acquisitions, net of cash acquired ........ ... . .. ... L $ (66) $(460.0) $(242.2)
Expenditures for property, plant and equipment..................... .. (121.9).  (300.0) (252.1)
Sale of business, net of taxes paid .. .......... . ... .. ... ... L. 262.8 10.2 —
Disposals of noncurrent assets and other............................. 55.3 337 7.8
Net Cash Provided by/(Used in) Investing Activities .............. ... $ 189.6 §(716.1) $(486.5)
Financing Activities '
Proceeds from issuance of debt . ... ... . .. . . $ 339 §$1,0440 $ 7720
Proceeds for issuance of stock .......... .. .. i — 200.1 —
Payments on notes payable and long-term debt .................. .. ... (298.4) (989.6)  (901.5)
Cash dividends .. ........ .. . i (231.0) (230.9)  (224.4)
Proceeds from exercised stock options and other............. ... ... .. 1.4 7.8 19.0
Net Cash (Used in)/Provided by Financing Activities................. $(494.1) $ 314 $(334.9)
Exchange rate effect oncash ........ ... .. ... .. ... . .. ... 5.7 0.8 0.8
Increase in Cash and Cash Equivalents ............... ... ... ........ 361.2 89.3 48.3
Cash and Cash Equivalents at Beginning of Year..................... 144.4 55.1 6.8
Cash and Cash Equivalents at End of Year.......................... $ 5056 $ 1444 § 5351
Supplemental cash flow disclosures—cash paid during the year for:
Income taxes, net of refunds ....... ... ... .. .. . $ 169 $ 635 $ 900
136.8 123.1

Interest . o 127.0

See Footnotes to Consolidated Financial Statements.
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Consolidated Statements of Stockholders’ Equity and Comprehensive Loss

Accumulated
Add’l Other Total
Common  Treasury Paid-In  Retained  Comprehensive  Stockholders’
Stock Stock Capital Earunings Loss Equity
(Amounts in millions, except per share data)
Balance at December 31,2001 .......... $282.4  $(408.5) $219.8 $2,571.3 $(231.6) $2,4334
Comprehensive income/ (loss)

Netloss.........ooiiiiiii i, — — — (203.4) — (203.4)

Foreign currency translation .......... — — — — -~ 98.0 98.0

Minimum pension liability adjustment, i

net of $(43.5) tax ................ - — — — (71.0) (71.0)

Gain on derivative instruments, net of

$BB)tax ... — — — ~ 14.4 144
Total comprehensive loss. . ............. o ' - -(162.0)
Cash dividends on common stock - ' ‘ ‘
. {$0.84 pershare) ................... I —_ — (224.4) — (224.4)
Exercise of stock options .. ............. 07  (14) 17.1 — — 16.4
Other ........ P — — 0.4 (0.3) — 0.1
Balance at December 31,2002.......... $283.1 $(409.9) $237.3  $2,143.2 $(190.2) $2,063.5
Comprehensive income/ (loss)

Netloss .o — — — (46.6) — (46.6)

Foreign currency translation .......... — _ — —_ 130.7 130.7

Minimum pension liability adjustment, ’ '

net of ($55.5) tax ................ — — — — (114.5) (114.5)

Gain on derivative instruments, net of : _

(83.8)tax . ovv i — — — — . 6.2 6.2
Total comprehensive loss............... i , (24.2)
Cash dividends on common stock ,

($0.84 pershare) ................... — — — (230.9) = (230.9)
Exercise of stock options . .............. 0.3 (1.8) 7.7 — — ’ 6.2
Issuance of stock ..................... 6.7 — 193.4 — — 200.1
Other .......... i — 0.1 1.5 . 1.6
Balance at December 31,2003 .......... $290.1 $(411.6) $4399  $1,865.7 $(167.8) - $2,016.3
Comprehensive income/ (loss) '

Net 1oSS ..o vvee et — — — (116.1) — (116.1)

Foreign currency translation .......... — - - — 104.8 104.8

Minimum pension liability adjustment,

net of ($2.1) tax ................. S = — — — 3.5 35

Loss on derivative instruments, net of

($6.7) tax ... ... — — — — (10.9) (10.9)
Total comprehensive loss............... (18.7)
Cash dividends on common stock ‘

($0.84 per share) ................... — — —_ (231.0) — (231.0)
Exercise of stock options . .............. — — 1.4 — — 1.4
Other ... ... e — — (3.8) — — (3.8)
Balance at December 31,2004 .......... $290.1 $(411.6) $437.5 $1,518.6 $ (704) $1,764.2

See Footnotes to Consolidated Financial Statements.
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FOOTNOTE 1
Description of Business and Significant Accounting Policiés

Description of Business: Newell Rubbermaid Inc. (the “Company”) is a global manufacturer and
full-service marketer of name-brand consumer products serving the needs of volume purchasers, including
discount stores and warehouse clubs, home centers and hardware stores, office superstores and contract
stationers. The Company’s basic business strategy is to merchandise a multi-product offering of everyday
consumer products, backed by an obsession with customer service excellence and new product
development, in order to achieve maximum results for its stockholders. The Company’s multi-product
offering consists of name-brand consumer products in five business segments: Cleaning & Organization;
Office Products; Tools & Hardware; Home Fashions; and Other.

Principles of Consolidation: The Consolidated Financial Statements include the accounts of the
Company, its majority owned subsidiaries and variable interest entities, where the Company is the primary
beneficiary, after elimination of intercompany transactions.

Use of Estimates: The preparation of these financial statements requires the use of certain estimates
by management in determining the Company’s assets, liabilities, revenue and expenses and related
disclosures. Actual results could differ from those estimates. ‘

Reclassifications: Certain 2003 and 2002 amounts have been reclassified to conform to the 2004
presentation. See Footnote 2 for a discussion of discontinued operations.

Concentration of Credit Risk: The Company sells products to customers in diversified industries and
geographic regions and, therefore, has no significant concentrations of credit risk. The Company
continuously evaluates the creditworthiness of its customers and generally does not require collateral.

The Company evaluates the collectibility of accounts receivable based on a combination of factors,
When aware of a specific customer’s inability to meet its financial obligations, such as in the case of
bankruptcy filings or deterioration in the customer’s operating results or financial position, the Company
records a specific reserve for bad debt to reduce the related receivable to the amount the Company
reasonably believes is collectible. The Company. also records reserves for bad debt for all other customers
based on a variety of factors, including the length of time the receivables are past due and historical .
collection experience. If circumstances related to specific customers change, the Company’s estimates of
the recoverability of receivables could be further adjusted.

The Company’s interest rate swaps, short-term forward exchange contracts, and long-term cross
currency interest rate swaps do not subject the Company to risk due to foreign exchange rate movement,
because gains and losses on these instruments generally offset gains and losses on the assets, liabilities, and
other transactions being hedged. The Company is exposed to credit-related losses in the event of non-
performance by counterparties to certain derivative financial instruments. The Company does not obtain
collateral or other security to support derivative financial instruments subject to credit risk, but monitors
the credit standing of the counterparties.

The credit exposure that results from commodity, interest rate and foreign exchange contracts is the
fair value of contracts with a positive fair value as of the reporting. date. Some derivatives are not subject
to credit exposures as of the reporting date.

Revenue Recognition; Revenue from sales of merchandise and freight billed to customers is
recognized when title passes and all substantial risks of ownership change, which generally occurs upon
shipment to customers. Revenue is net of provisions for cash discounts, returns, customer discounts (such
as volume or trade discounts), co-op advertising and other sales related discounts.

Cash and Cash Equivalents: Cash and highly liquid short-term investments have a maturity of three
months or less. -

Inventories: Inventories are stated at the lower of cost or market value. The Company reduces its
inventory value for estimated obsolete and slow moving inventory in an amount equal to the difference
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between the cost of inventory and the net realizable value based upon assumptions about future demand
and market conditions. If actual market conditions are less favorable than those projected by management,
additional inventory write-downs may be required. Cost of certain domestic inventories (approximately
58% and 54% of total inventories at December 31, 2004 and 2003, respectively) was determined by the
LIFO method; for the balance, cost was determmed using the FIFO method.

Property, Plant and Equipment: Property, plant, and equipment is stated at cost. Expenditures for
maintenance and repairs are charged to expense. Depreciation expense is calculated principally on the
straight-line basis. Maximum useful lives determined by the Company are: buildings and improvements
(20-40 years) and machinery and equipment (3-12 years).

Goodwill and Other Indefinite-Lived Intangible Assets: Effective January 1, 2002, the Company
adopted Statement of Financial Accounting Standards No. 142 (“SFAS 1427), “Goodwill and Other
Intangible Assets.” Under SFAS 142, goodwill and intangible assets deemed to have indefinite lives are no
longer amortized, but are subject to periodic impairment tests. Other intangible assets continue to be
amortized over their useful lives.

The Company conducts its annual test of impairment for goodwill and indefinite life intangible assets
in the third quarter because it coincides with its annual strategic planning process for all of its businesses.
The Company also tests for impairment if events or circumstances occur subsequent to the Company’s
annual impairment tests that would more likely than not reduce the fair value of a reporting unit or the
indefinite life intangible asset below its carrying amount.

The Company cannot predict the occurrence of certain events that might adversely affect the reported
value of goodwill and other intangible assets. Such events may include, but are not limited to, strategic
decisions made in response to economic and competitive conditions, the impact of the economic
environment on the Company’s customer base, or a material negative change in its relationships with
significant customers.

The Company assesses the fair value of its reporting units for its goodwill and other indefinite lived
intangible assets (primarily trademarks and tradenames) impairment tests, generally based upon a
discounted cash flow methodology. The discounted cash flows are estimated utilizing various assumptions
regarding future revenue and expenses, working capital, terminal value, and market discount rates. The
underlying assumptions used are consistent with those used in the strategic plan.

Goodwill Impairment

If the carrying amount of the reporting unit is greater than the fair value, goodwill impairment may
be present. The Company measures the goodwill impairment based upon the fair value of the underlying
assets and liabilities of the reporting unit, including any unrecognized intangible assets, and estimates the
implied fair value of goodwill. An impairment loss is recognized to the extent the recorded goodwill
exceeds the implied fair value of goodwill.

In conjunction with the adoption of SFAS 142 in 2002, the Company performed the required
impairment tests of goodwill and indefinite lived intangible assets and recorded a pre-tax impairment
charge of $538.0 million, $(514.9 million net of taxes).

Other Indefinite-Lived Intangible Asset Impairment (Primarily Trademarks and Trade names)

If the carrying amount of the intangible asset exceeds its fair value, an impairment charge is recorded
to the extent the recorded intangible asset exceeds the fair value.

See Footnotes 7 and 18 for additional detail on goodwill and other intangible assets.

Other Long-Lived Assets: The Company periodically evaluates if there are impairment indicators
present related to its fixed assets and other long-lived assets. If impairment indicators are present, future
cash flows related to the asset group are estimated. These cash flows are estimated utilizing various
assumptions regarding future revenue and expenses, working capital, and proceeds from asset disposals
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based on historical results and current projections. The sum of the undiscounted future cash flows
attributable to the asset group is then compared to the carrying amount of the asset group. If the carrying
amount of the asset group exceeded the sum of the future undiscounted future cash flows, the Company
generally determines the fair value of the assets by discounting the future cash flows using a risk-free
discount rate. An impairment charge would be recorded to the extent that the carrying value of the long-
lived assets exceeds their fair value. Generally, the Company performs its evaluation of the long-lived asset
group at the product-line level, which represents the lowest level for which identifiable cash flows are
available. See Footnote 18 for additional information.

Shipping and Handling Costs: The Company records shipping and handling costs as a component of
costs of products sold.

Product Liability Reserves: The Company has a self-insurance program for product liability that
includes reserves for self-retained losses and certain excess and aggregate risk transfer insurance. The
Company uses historical loss experience combined with actuarial evaluation methods, review of significant
individual files and the application of risk transfer programs in determining required product liability
reserves. As a result of the most recent analysis, the Company has estimated these reserves at
$25.5 million, The Company’s actuarial evaluation methods take into account claims incurred but not
reported when determining the Company’s product liability reserve. While the Company believes that it
has adequately reserved for these claims, the ultimate outcome of these matters may exceed the amounts
recorded by the Company and such additional losses may be material to the Company’s Consolidated
Financial Statements.

_ Product Warranties: In the normal course of business, the Company offers warranties for a variety
of its products. The specific terms and conditions of the warranties vary depending upon the specific
product and markets in which the products were sold. The Company accrues for the estimated cost of
product warranty at the time of sale based on historical experience.

Advertising Costs: The Company expenses advertising costs as incurred. Cooperative advertising is
recorded in the Consolidated Financial Statements as a reduction of sales Because it is viewed as part of
the negotiated price of products. Total cooperative advertising expense was $159.0 million, $179.2 million,
and $195.5 million for 2004, 2003 and 2002, respectively. All other advertising costs are recorded in
selling, general and administrative expenses and totaled $133.6 million, $140.2 million, and $138.3 million
in 2004, 2003, and 2002, respectively.

Research and Development Costs: Research and development costs relating to both futufc and
current products are charged to selling, general and administrative expenses as incurred. These costs
aggregated $106.1 million, $91.8 million, and $80.6 million in 2004, 2003, and 2002, respectively.

Derivative Financial Instruments: The Company follows SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities,” as amended. Derivative financial instruments are used only to
manage certain commodity, interest rate and foreign currency risks. These instruments include commodity
swaps, interest rate swaps, long-term cross currency interest rate swaps, and forward exchange contracts.
The Company’s forward exchange contracts and long-term cross currency interest rate swaps do not
subject the Company to risk due to foreign exchange rate movement because gains and losses on these
instruments generally offset gains and losses on the assets, liabilities, and other transactions being hedged.

On the date in which the Company enters into a derivative, the derivative is designated as a hedge of
the identified exposure. The Company measures effectiveness of its hedging relationships both at hedge
inception and on an ongoing basis.

Interest Rate Risk Management: Gains and losses on interest rate swaps designated as cash flow
hedges, to the extent that the hedge relationship has been effective, are deferred in other comprehensive
income and recognized in interest expense over the period in which the Company recognizes interest
expense on the related debt instrument. Any ineffectiveness on these instruments is immediately
recognized in interest expense in the period that the ineffectiveness occurs.
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The Company also has designated certain interest rate swaps as fair value hedges. The Company has
structured all existing interest rate swap agreements to be 100% effective. These fair value hedges qualify
for the “shortcut method.” As a result, there is no current impact to earnings resulting from hedge
ineffectiveness. Gains or losses resulting from the early termination of interest rate swaps are deferred as
an increase or decrease to the carrying value of the related debt and amortized as an adjustment to the
yield of the related debt instrument over the remaining period originally covered by the swap. The cash
received relating to the termination of interest rate swaps is included in Other as an operating activity in
the Consolidated Statement of Cash Flows.

Foreign Currency Management: The Company utilizes forward exchange contracts to manage
foreign exchange risk related to both known and anticipated intercompany transactions and third-party
commercial transaction exposures of approximately one year in duration or less. The Company also utilizes
long-term cross currency interest rate swaps to hedge long-term intercompany transactions. Gains and
losses related to qualifying forward exchange contracts, which hedge intercompany transactions or third-
party commercial transactions, are deferred in other comprehensive income with a corresponding asset or
liability until the underlying transaction occurs and are considered to have a cash flow hedging
relationship. :

The asset or liability is recorded in the captions Prepaid expenses and other, Other assets, Other
accrued liabilities or Other noncurrent liabilities on the consolidated balance sheet depending on the
maturity of the Company’s cross currency interest rate swaps and forward contracts at December 31, 2004
and 2003. The earnings impact of cash flow hedges relating to forecasted purchases of inventory is
generally reported in cost of products sold to match the underlying transaction being hedged. For hedged
forecasted transactions, hedge accounting is discontinued if the forecasted transaction is no longer probable
of occurring, in which case previously deferred hedging gains or losses would be recorded to earnings
immediately. The gains and losses reported in accumulated other comprehensive income will be reclassified
to earnings upon completion of the underlying transaction being hedged.

Derivative instruments used to hedge intercompany loans are marked to market with the
corresponding gains or losses included in accumulated other comprehensive income and are considered to
have a fair value hedging relationship. Any ineffectiveness associated with the fair value hedges is clasmﬁed
to the income statement,

Disclosures about Fair Value of Financial Instruments: The Company’s financial instruments
include cash and cash equivalents, accounts receivable, notes payable and short and long-term debt. The
fair value of these instruments approximates carrying values due to their short-term duration, except as
follows:

Qualifying Derivative Instruments: The fair value of the Company’s qualifying derivative instruments
is recorded in the Consolidated Balance Sheets and is described in more detail in Footnote 11.

Long-term Debt:  The fair values of the Company’s long-term debt issued under the medium-term
note program and the junjor convertible subordinated debentures were $1,705.4 million and

$418.4 million, respectively, at December 31, 2004, based on quoted market prices. All other
significant long-term debt is pursuant to floating rate mstruments whose carrying amounts
approximate fair value.

Foreign Currency Translation: Foreign currency balance sheet accounts are translated into
U.S. dollars at the rates of exchange in effect at year-end. The related translation adjustments are made
directly to accumulate other comprehensive income. Income and expenses are translated at the average
monthly rates of exchange in effect during the year. Gains and losses from foreign currency transactions of
these subsidiaries are included in net income. International subsidiaries operating in highly inflationary -
economies translate nonmonetary assets at historical rates, while net monetary assets are translated at
current rates, with the resulting translation adjustment included in net income as other nonoperating
(income) expenses.
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Income Tax Contingencies: The Company establishes a tax contingency reserve for certain tax
exposures when it is not probable that the Company’s tax position will be ultimately sustained. The
Company generally assesses its tax contingency reserves on a quarterly basis. The Company adjusts a tax
contingency reserve balance when it becomes probable that the Company’s tax position will ultimately be
sustained, which generally occurs when the statute of limitations for a specific exposure item has expired
or when the Company has reached agreement with the taxing authorities on the treatment of an item.

Fair Value of Stock Options: The Company’s stock option plans are accounted for under
Accounting Principles Board Opinion (APB) No. 25, “Accounting for Stock Issued to Employees.” As a
result, the Company grants fixed stock options under which no compensation cost is recognized. Had
compensation cost for the plans been determined consistent with SFAS No. 123, *“Accounting for Stock
Based Compensation,” the Company’s net income and earnings per share would have been reduced to the
following pro forma amounts for the year ended December 31, (in millions, except per share data):

2004 2003 2002
Net loss: .
Asreported ....... ... ... .. .. ... P . $(116.1) $(46.6) $(203.4)
Fair value option expense................... J (14.2)  (19.0) (16.3)
Proforma................... F . D $(130.3) $(65.6) $(219.7)

Basic loss per share:

Asreported .. ... $ (042) $(0.17) $ (0.76)

Proforma................ e (0.47) (0.24)  (0.82)
Diluted loss per share:

AsTeported ... $ (0.42) $(0.17) $ (0.76)

Pro fOTMA . « oo oo e e e e (0.47)  (024)  (0.82)

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option
pricing model with the following assumptions used for grants in 2004, 2003 and 2002, respectively: risk-
free interest rate of 4.2%, 4.0% and 4.0%; expected dividend yields of 3.0%, 3.0% and 3.0%; expected lives
of 8.0, 6.9 and 6.9 years; and expected volatility of 30%, 32% and 32%.

Comprehensive Income: Comprehénsive income and accumulated other comprehensive income
encompass net income, foreign currency translation adjustments, net gains or losses on derivative
instruments and net minimum pension liability adjustments in the Consolidated Statements of
Stockholders’ Equity and Comprehensive Income. The following table displays the components of
accumulated other comprehensive income or loss (in millions):

Foreign After-tax After-tax Accumulated
Currency Minimum Derivatives Other
Translation Pension Hedging Comprehensive
Gain Liability Gain/ (Loss) Loss
Balance at 12/31/03.........c..oovvin... $ 15.6 $(1900) § 66 $(167.8)
Disposal of businesses.................... 48.5 — — 48.5
Other current year changes ............... 56.3 3.5 (10.9) 48.9
Balance at 12/31/04. ... ..., C 81204 $(186.5) S (4.3) $ (70.4)

The foreign currency translation gain is net of income taxes of $34.5 million and $80.1 million as of
December 31, 2004 and 2003, respectively.

Recent Accounting Pronouncements: In December 2004, the FASB issued SFAS Statement
No. 123 (SFAS 123) (revised), “Share-Based Payment.” SFAS 123(R) requires all share-based
payments to employees, including grants of employee stock options, to be recognized in the financial
statements based on their fair values (i.e., pro forma disclosure is no longer an alternative to financial
statement recognition). The Statement is effective at the beginning of the first interim period after
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June 15, 2005 and supersedes APB No. 25. The Company expects to adopt the provisions of the new
standard effective July 1, 2005. The Company believes the 2005 impact of adopting the new standard will
be $8 to $10 million in expense (which represents six months of expense as the standard is not required to
be adopted until July 1, 2005). The pro forma expense relating to options issued and valued under the
Black-Scholes model is disclosed in the “Fair Value of Stock Option™ table above.

In December 2004, the FASB issued FASB Staff Position No. 109-1, “Application of FASB
Statement No. 109 (SFAS 109), ‘Accounting for Income Taxes,” to the Tax Deduction on Qualified
Production Activities Provided by the American Jobs Creation Act of 2004 (FSP 109-1). FSP 109-1
provides that the manufacturer’s deduction created in the American Jobs Creation Act of 2004 (the Act)
should be accounted for as a special deduction in accordance with SFAS 109 and not as a tax rate
reduction, The manufacturer’s deduction had no effect on the Company’s 2004 results, as the deduction is
first available to the Company in 2005. The Company is currently evaluating the effect that the
manufacturer’s deduction will have on future results.

In December 2004, the FASB issued FASB Staff Position No. 109-2, “Accounting and Disclosure
Guidance for the Foreign Earnings Repatriation Provision Within the American Jobs Creation Act of
2004” (FSP 109-2). The Act introduced a temporary incentive for U.S. multinationals to repatriate
earnings accumulated outside the U.S. by providing a one-time tax deduction of 85 percent for certain
foreign earnings from controlled foreign corporations. FSP 109-2 provides accounting and disclosure
guidance for the repatriation provision. The Company did not elect to apply this provision in 2004 and may
elect to apply this provision to qualifying repatriations in 2005. Due to the complexity of the repatriation
provision, the Company is still evaluating the effects of the provision, including a definitive calculation of
qualifying dividends and the effect of any repatriation on the Company’s tax provision. The Company
expects to complete its evaluation in 2005. The range of possible amounts the Company is currently
considering eligible for repatriation is between zero and $307.1 million. As of December 31, 2004, the
related potential range of income tax cannot be reasonably estimated.

FOOTNOTE 2

Discontinued Operations

The following table summarizes the results of businesses reported as discontinued operations for the
years ended December 31, (in millions):

2004 2003 2002
Nt SAlES .o ot $171.2  $ 851.0 $1,017.0
(Loss)/Gain from discontinued operations, net of income taxes of
($3.0) million, ($57.4) million and $23.5 million for 2004,
2003 and 2002, respectively ......... ... .. $ (6.5) $(259.8) $ 465
Loss on disposal of discontinued operations, net of income taxes
of $4.7 million for 2004. .. ... ... ... . . i $(90.5) — —

No amounts related to interest expense have been allocated to discontinued operations.

In the fourth quarter of 2003, the Company began exploring various options for certain businesses
previously included in the Home Fashions and Other segments, including evaluating those businesses for
potential sale. As this process progressed, the Company obtained a better indication of the market value of
these businesses and determined that the businesses had a net book value in excess of their fair value. Due
to the apparent decline in value, the Company conducted a new impairment test in the fourth quarter and
recorded an impairment charge to write the net assets of these businesses to fair value {or implied fair

A-34




value of goodwill). As a result, the Company recorded a noncash pretax write-down of $254.9 million on
businesses presented in discontinued operations as follows (in millions):

GoodWill . . e e $237.0
Other Indefinite-lived Intangible Assets. ... ... ... ... i, 7.7
Long-Lived ASSEts .. ..ot SN 10.2

' $254.9

The following table presents summarized balance sheet information of the discontinued operations as
of December 31, 2003 (in millions):

Accounts receivable, net........ e U $ 455
Inventories, net . ................ . O R 181.4
Prepaid expenses and other current assets . ......... e FETP _ 112
Total Current Assets.............. .. B L e 238.1
Property, plant and equipment, net. . ...... ...ttt 152.3
Otherassets .. ... e e _ 17
Total ASSEtS .. .vvoveeenn.. BT e SRR $392.1
Accounts payable .......... e DU P $ 82.8
Other accrued liabilities . ......... ... ... oL e 458
Total Current Liabilities. ............. e e e e 128.6
Long-term Habilities . . . ... ..o ottt e 15
Total Liabilities ........... P PR L PO $130.1

There were no assets or li‘abili:tiesAof discontinued operations as of December 31, 2004.

In January 2004, the Company completed the sale of its Panex Brazilian low-end cookware division
(previously reported in the Other operating segment) and European picture frames businesses (previously
reported in the Home Fashions operating segment).

In April 2004, the Company sold substantially all of its U.S. picture frame business (Burnes), its
Anchor Hocking glassware business and its Mirro cookware business. Under the terms of the agreement
and final adjustments relating to the transaction, the Company retained the accounts receivable of the
businesses of $76.6 million, and total proceeds, including the retained receivables, as a result of the
transaction were $304 million. The Burnes picture frame business was previously reported in the Home
Fashions operating segment, while thc ‘Anchor Hocking and Mirro businesses were previously reported in
the Other operating segment.

In July 2004, the Company completed the sale of Little Tikes Commercial Playground Systems Inc.
(“LTCPS”) to PlayPower, Inc. for approximately $41 million. LTCPS was previously reported in the
Other operating segment, as a unit of the Company’s Little Tikes division. LTCPS is a manufacturer of
commercial playground systems and contained playground env1ronmems The Company retained the
consumer portion of its Little Tikes division.

The Panex Brazilian low-end cookware, European picture frames, U.S. picture frame business
(Burnes), Anchor Hocking glassware, Mirro cookware and L.TCPS businesses have all been reclassified
from continuing operations to discontinued operations.
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FOOTNOTE 3
Acquisitions of Businesses

2003:

Effective January 1, 2003, the Company completed its acquisition of American Saw & Mfg. Co.
(“LENOX"), a leading manufacturer of power tool accessories and hand tools marketed under the
LENOX brand. The purchase price was approximately $450 million paid for through the issuance of
commercial paper, plus transaction costs. The transaction structure permits the deduction of goodwill for
tax purposes. The present value of the future tax benefit is approximately $85.0 million. The Company
allocated the purchase price to the identifiable assets. This acquisition and the acquisition of American
Tool Companies, Inc. (“IRWIN”) in 2002 marked a significant expansion and enhancement of the
Company’s product lines and customer base, launching it squarely into the estimated $10 billion-plus
global markets for hand tools and power tool accessories. Both of these acquisitions are reported in the
Company’s Tools & Hardware business segment. The purchase price of the LENOX acquisition was
allocated to the acquired assets and liabilities based on their fair values, with any excess recorded as
goodwill. :

The transaction summarized above and other minor acquisitions were accounted for as purchases;
therefore, results of operations are included in the accompanying Consolidated Financial Statements since
their respective acquisition dates. The acquisition costs were allocated to the fair market value of the assets
acquired and liabilities assumed. Included in other assets and intangibles above is approximately
$10.8 million of patents and other intangibles. The useful life of these intangibles is approximately
10 years. The Company’s integration plans include exit costs for certain plants and product lines and
employee termination costs.

In 2003, the Company decided to abandon its plans to exit certain North American and European
facilities that were contemplated as part of the integration of certain acquired companies, primarily in the
Office Products business. As a result of this decision, the Company reversed approximately $48.3 million
in exit plan liabilities and reduced the cost of the acquired companies (goodwill was reduced by
$29.8 million and deferred tax assets were reduced by $18.5 million).

2002:

On April 30, 2002, the Company completed the purchase of IRWIN, a leading manufacturer of hand
tools and power tool accessories. The Company had previously held a 49.5% stake in IRWIN, which had
been accounted for under the equity method prior to acquisition. The purchase price was $467 million,
which included $197 million for the majority 50.5% ownership stake, the repayment of $243 million in
IRWIN debt and $27 million of transaction costs. At the time of acquisition, the Company paid off
IRWIN’s senior debt, senior subordinated debt and debt under their revolving credit agreement. The
Company allocated the purchase price to the identifiable assets. In 2002, the Company recorded
nonoperating expenses of $8.7 million for transaction costs associated with the acquisition.

The Company formulated integration plans for IRWIN and other minor acquisitions as of the date of
acquisition. The final integration plans for these acquisitions resulted in integration plan liabilities of
$25.4 million for facility and other exit costs, $26.8 million for employee severance and termination
benefits and $40.9 million for other pre-acquisition contingencies. The purchase price of the IRWIN and
other minor acquisitions was allocated to the acquired assets and liabilities based on their fair values, with
any excess recorded as goodwill.

FOOTNOTE 4
Restructuring Costs

In the second quarter of 2004, the Company completed its accounting charges associated with its
strategic restructuring plan (the “Plan”) announced on May 3, 2001. The specific objectives of the Plan
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were to streamline the Company’s supply chain to become the best-cost global provider throughout the
Company’s portfolio by reducing worldwide headcount and consolidating duplicative manufacturing
facilities. The Company recorded $461.7 million in restructuring charges under the Plan, including

$84.2 million on discontinued operations. In addition to the restructuring activities outlined under the Plan,
the Company recorded a fourth quarter charge of $4.2 million, primarily related to the closure of one
additional facility in the Other segment not contemplated under the Plan. The following analysis excludes
the restructuring amounts related to discontinued operations.

Pre-tax restructuring costs consisted of the following for the year ended December 31, (in millions):

2004 2003 2002
Facility ana Other exit COStS. . ... vt $446 $ 828 $ 260
Employee severance and termination benefits ........ .. T 8.1 75.7 67.3
Exited contractual commitments and other . ...................... (0.6) 25.5 8.5
Recorded as Restructuring Costs . ..., $52.1  $184.0 $101.8

Restructuring provisions were determined based on estimates prepared at the time the restructuring
actions were approved by management, and also include amounts recognized as incurred. In 2004, the
Company reduced its restructuring reserve by approximately $14.2 million, primarily as a result of higher
proceeds received from the sale of fixed assets and favorable negotiations on exited contracts. Cash paid
for restructuring activities was $80.0 million, $83.9 million and $52.9 million in 2004, 2003 and 2002,
respectively. A summary of the Company’s restructuring plan reserves is as follows (in millions):

12/31/03 Costs 12/31/04

Balance Provision Incurred Balance
Facility and other exit costs....................... $ 775 $44.6 $(1029) §19.2
Employee severance and termination benefits . ....... 61.8 8.1 (64.6) 5.3
Exited contractual commitments and other.......... 6.5 (0.6) (2.2) 3.7

$1458  $52.1  $(169.7) $28.2

12/31/02 Costs 12/31/03
Balance Provision Incurred Balance
Facility and other exit costs....................... $31.4 $ 828 §(367) $ 775
Employee severance and termination benefits ... ... .. 36.4 75.7 (50.3) 61.8
Exited contractual commitments and other.......... 25.5 (19.0) 6.5

$67.8 $184.0  $(106.0) §145.8

The facility and other exit cost reserves are primarily related to future minimum lease payments on
vacated facilities and other closure costs.

Under the Plan, the Company exited 84 facilities and reduced headcount by approximately 12,000.

The Company expects total annual savings of between $125 and $150 million ($105 to $115 million
related to the reduced headcount, $10 to $20 million related to reduced depreciation, and $10 to
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$15 million related to other cash savings). The following table depicts the changes in accrued restructuring
reserves for the year ended December 31, aggregated by reportable business segment (in millions):

12/31/03 Costs 12/31/04
Segment Balance Provision Incurred  Balance
Cleaning & Organization . . . . . e $ 56.2 $23.3 $ (76.0) -$ 35
Office Products ..........coovvivininennn .. U 29.9 10.3 (27.6) 126 -
Tools & Hardware .............. ... ... ..., 17.9 1.9 (16.7) 3.1
Home Fashions . ................ ... ..., e 17.7 7.3 (24.1) 0.9
Other ... .. . 9.6 13.2 (20.3) 2.5
COTPOTALE .« v o e ettt e 14.5 (3.9) (5.0) 5.6

$145.8 $52.1 - $(169.7) $28.2

12731702 Costs 12/31/03
Segment Balance Provision Incurred Balance
Cleaning & Organization . ............c.eeveniv.... $ 3.8 $ 738 % (21.4) § 3562
Office Products ... it 27.2 419 (39.2) 29.9
Tools & HArdWare ...........ooooereeneeenenii. 0.5 21.8 (44) 179

" Home Fashions . . .....oovuvvneeeon.. SRR 12.4 26.1 (20.8) 177

Other ... o e 3.6 7.8 (1.3) 9.6
COTPOTALE « . e e e v e e et e 20.3. 12.6 (18.4) 145

$67.8 $184.0  $(106.0) $1458

The $12.6 million restructuring reserve at December 31, 2004 in the Company’s Office Products
operating segment consists primarily of a $6.7 million reserve for the closure of one manufacturing facility
and $2.0 million for the closure of a distribution center. The Company expects to incur $4.5 million in
severance charges for the closure of the manufacturing facility. ‘

The $5.6 million restructuring reserve at December 31, 2004 in the Company’s Corporate segment
consists primarily of a $4.4 million reserve for vacant facilities and $1.1 million reserve for severance.
FOOTNOTE 5
Inventories

The components of net inventories were as follows as of December 31, (in millions):

. - 2004 2003
Materials and supplies . . ... ..o e $222.5  $240.4
Work in process . . ... e e e e e oo 1713 115.4
Finished products . .. ... o e 578.5 529.0

59723 $88438

The Company recognized a gain of $0.6 million and a loss of $5.1 million in 2004 and 2003,
respectively, related to the liquidation of LIFO based inventories.
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FOOTNOTE 6
Property, Plant & Equipment

Property, plant and equipment consisted of the following as of December 31, (in millions):

2004 2003
Land ... T $ 509 §$ 601
Buildings and improvements .. ....................... e 550.7 704.0
Machinery and equipment . ... .. ... 1,791.9 2,166.6

2,3935 2,930.7
Accumulated depreciation............ e e e o (1,085.3) (1,321.9)

$ 1,308.2 § 1,608.8

Depreciation expense was $239.1 million,A$24O.5 million, and $241.9 million in 2004, 2003 and 2002,
respectively.

FOOTNOTE 7
Goodwill and Other Intangible Assets

A summary of changes in the Company’s goodwill during the years ended December 31, (in
millions): ‘ Co

) 2004 2003
Balance at January 1, ....... e A e $1,989.0 $1,610.3
Acquisitions, dispositions and adjustments—
IRWIN (Tools & Hardware segment) ............ ..., — 63.4
LENOX (Tools & Hardware segment) ...........c...ovuurnieeinennnnneenns — 290.6
Impairment charges (See Footnote 18) ......... P (182.7) (5.0)
Abandonment of integration plan in Office Products segment (See Footnote 3) .. — (29.8)
Other (primarily foreign exchange).................. ... e 18.3 59.5
Balance at December 31 ... $1,824.6 $1,989.0
-Other intangible assets consisted of the following as of December 31, (in millions):
' ) C Average
Amortization
2004 2003 Period
Trade MAMES . ..\ttt e $257.5 $402.2  Indefinite
Patents. .. ... ... ... . i e 28.3 31.2 14 years
Customer listS. . ... e 14.3 14.3 10 years
Capitalized software. ... ... .. i 49.4 56.1 8 years
Noncompete agreements . . ...........c.oovervn... S e 11.0 10.5 3 years
Other .o 0.3 1.0 3 years
360.8 515.3
Accumulated amortization . .:.......... ... S (56.6) (67.4)

Intangible amortization expense was $10.0 million, $6.3 million and $9.1 million in 2004, 2003, and
2002, respectively. The Company expects amortization expense to approximate $9 million in 2005 and
remain consistent thereafter, although such amounts may vary based on fluctuations in foreign currency
rates, business acquisitions or divestitures, or recognized impairment charges.
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FOOTNOTE 8
Other Accrued Liabilities

Accrued liabilities included the following as of December 31, (in millions):

. . 2004 2003
CUSEOIMET ACCTUALS .+ . vttt e ettt et ettt e e e e et e - $298.4  $230.1
Accrued purchase accounting (See Footnote 3) ......... ... ... ... ... .17 v 122
Accrued self-insurance liability ......... ... -~ 89.8 85.7
Accrued restructuring (See Footnote 4) ... i e 28.2 145.8
Accrued pension and other postemployment benefits ................... ... ..., 50.0 130.0
Accruals for inventory received, not invoiced . ...... ... ... . o 75.4 86.9
Accrued medical and life inSurance .. ........ ... . i 234 29.2
Accrued INTEIest . . ..o\ttt e 26.6 26.1
Employee withholdings .. ...t i e 15.8 25.0
Accrued CONtINZENCIES . . . ..o ittt e e e 31.1 51.4
O NeT . o e 153.8  138.0
Other accrued liabilities ... ...............c.oovureeieiee i, Lo 87942 $960.4

Customer accruals are promotional allowances and rebates, including coop advertising, given to
customers in exchange for their selling efforts. The self-insurance accrual is primarily casualty liabilities
such as workers’ compensation, general and product liability and auto liability and is estimated based upon
historical loss experience combined with actuarial evaluation methods, review of significant individual files
and the application of risk transfer programs.

FOOTNOTE 9
Credit Arrangements

The Company has short-term foreign and domestic uncommitted lines of credit with various banks
that are available for short-term financing. Borrowings under the Company’s uncommitted lines of credit
are subject to the discretion of the lender. The Company’s lines of credit do not have a material impact on
the Company’s liquidity. As of December 31, 2004 and 2003, the Company had notes payable to banks in
the amount of $21.3 million and $21.9 million, respectively, with weighted average interest rates of 11.2%
and 9.0%, respectively.

The Company completed a $1,300.0 million Syndicated Revolving Credit Facility (the “Revolver”)
on June 14, 2002. The Revolver consisted of a $650.0 million 364-day credit agreement and a
$650.0 million five-year credit agreement. The Company did not roll over the 364-day credit agreement in
June of 2004, thereby reducing the Revolver to $650.0 million in available credit as of December 31, 2004,
The Company’s $650.0 million five-year Syndicated Revolving Credit Agreement that is scheduled to
expire in June 2007 remains in place. At December 31, 2004, there were no borrowings under the
Revolver.

In licu of borrowings under the Revolver, the Company may issue up to $650.0 million of commercial
paper. The Revolver provides the committed backup liquidity required to issue commercial paper.
Accordingly, commercial paper may only be issued up to the amount available for borrowing under the
Revolver. At December 31, 2004, no commercial paper was outstanding.

The Revolver permits the Company to borrow funds on' a variety of interest rate terms. The Revolver
requires, among other things, that the Company maintain certain. Interest Coverage and Total
Indebtedness to Total Capital Ratio, as defined in the agreement. The agreement also limits Subsidiary
Indebtedness. As of December 31, 2004, the Company was in compliance with this agreement,
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The following table summarizes the Company’s commercial paper obligations as of December 31, (in
millions, except percentages):

2004 2003
Outstanding at year-end . » , R
—borrowing ....................... N e S, $ — %2171
—average interest rate. . ... U elaoooa R L e — 1.2%
Average borrowings for the year o
—borrowing ..., RN e R i L.... 8663  $482.6
—average interest rate. .. ....... P e e 1.1% 1.3%
FOOTNOTE 10
Long-term Debt '
The following is a summafy of long-term debt as of December 31, (in millions):
, o ' ; 2004 2003

Medium-term notes (maturities ranging from 2 to 30 years, average

interest rate of 5.35%) ......... ... .o e $1,647.0 $1,647.0
Commercial paper (See Footnote 9)............... e el — 2171
Preferred debt securities ........... e L4500 450.0
Junior convertible subordinated debentures .................. L 474.3 515.5
Terminated interest rate swaps (See Footnote 11) ............ e 383 46.7
Other long-term debt. .. .. ... ... i S 0.3 5.8

Total debt .................. L L 2,609.9  2,882.1
Current portion of long-term debt .................. B - (185.6) (13.5)

Long-term debt .................. I T $2,4243  $2,868.6

The aggregate maturities of long-term debt outstanding are as follows as of December 31, 2004 (in
millions):
2005 2006 2007 2008 2009 Thereafter Total
$185.6 $162.8 $253.4 $452.0 $252.3 $1,303.8 $2,609.9

The medium-term notes, revolving credit agreement (and related commercial paper), preferred debt
securities, and junior convertible subordinated debentures are all unsecured.

Preferred Debt Securities: The Company has an agreement with a financial institution creating a
financing entity that is consolidated in the financial statements. Under the agreement, the Company
regularly enters into transactions with the financing entity to sell an undivided interest in substantially ali
of the Company’s United”States trade receivables to the financing entity. In 2001, the financing entity
issued $450.0 million in preferred debt securities to the financial institution. Those preferred debt securities
must be retired or redeemed before the Company can have access to the financing entity’s receivables. The
receivables and the corresponding $450.0 million preferred debt issued by the subsidiary to the financial
institution are recorded in the consolidated accounts of the Company. Because this debt matures in 2008,
the entire amount is considered to be long-term debt. As of December 31, 2004, the Company was in
compliance' with the agreement. As of December 31, 2004 and 2003, the aggregate amount of outstanding
receivables sold under the agreement was $720.9 million and $777.4 million, respectively.

Junior Convertible Subordinated Debentures: As of December 31, 2004, the Company fully and
unconditionally guarantees 9.2 million shares of 5.25% convertible preferred securities issued by a 100%
owned finance subsidiary of the Company, which are callable at 101.575% of the liquidation preference,
decreasing over time to 100% by December 2007. Each of these “Preferred Securities” is convertible into
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0.9865 of a share of Company common stock, and is entitled to a quarterly cash dlstrlbutlon at the annual
rate of $2.625 per share.

The proceeds of the Preferred Securities were invested in $515.5 million of the Company’s 5.25%
Junior Convertible Subordinated Debentures (“Debentures”). The Debentures are the sole assets of the
subsidiary trust, mature on December 1, 2027, bear interest at an annual rate of 5.25%, are payable
quarterly and became redeemable by the Company beginning in December 2001. The Company may defer
interest payments on the Debentures for a period of up to 20 consecutive quarters, during, which period
distribution payments on the Preferred Securities are also deferred. Under this circumstance, the Company
may not declare or pay any cash distributions with respect to its common or preferred stock or debt
securities that do not rank senior to the Debentures. As of December 31, 2004, the Company has not
elected to defer interest payments.

In October 2004, the Company purchased 825,000 shares of its Preferred Securities from a holder for
$43.6875 per share. In connection with the purchase of these securities, the Company negotiated the early
retirement of the corresponding Debentures with the subsidiary trust. The Company accounted for this
transaction as an extinguishment of debt resulting in a net gain of $4.4 million, which was included in
Other (income) expense, net.

Terminated Interest Rate Swaps: At December 31, 2004 and 2003, the carrying amount of long-term
debt and current maturities thereof includes $38.3 million (of which $13.6 million was classified as
current) and $46.7 million (of which $13.3 million was classified as current), respectively, relating to
terminated interest rate swap agreements.

Effective March 9, 2004, the Company terminated an intérest rate swap agreemerit prior to the
scheduled maturity date and received cash of $9.2 million. Of this amount, $5.5 million represents the fair
value of the swap that was terminated and the remainder represents net interest receivable on the swap.
The cash received relating to the fair value of the swap has been included in Other as an operating activity
in the Consolidated Statement of Cash Flows. On March 9, 2004, the Company entered into a fixed to
floating rate swap that effectively replaced the terminated swap.

FOOTNOTE 11
Derivative Financial Instruments

Interest Rate Risk Management. At December 31, 2004, the Company had interest rate swaps
designated as fair value hedges with an outstanding notional principal amount of $800.0 million, with a net
accrued interest receivable of $0.4 million. These fair value hedges qualify for the “shortcut method”
because these hedges are deemed to be perfectly effective. There is no credit exposure on the Company’s
interest rate derivatives at December 31, 2004.

At December 31, 2004, the Company had long-term cross currency interest rate swaps with an
outstanding notional principal amount of $440.2 million, with a net accrued interest payable of
$0.1 million. The maturities on these long-term cross currency interest rate swaps range from three to five
years.

Foreign Currency Management: The following table summarizes the Company’s forward exchange
contracts and long-term cross currency interest rate swaps in U.S. dollars by major currency and
contractual amount. The “buy” amounts represent the U.S. equivalent of commitments to purchase foreign
currencies, and the “sell” amounts represent the U.S. equivalent of commitments to sell foreign currencies
according to the local needs of the subsidiaries. The contractual amounts of significant forward exchange
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contracts and long-term cross currency interest rate swaps and their fair values as of December 31 were as
follows (in millions):

2004 2003
Buy Sell Buy Sell

British Pounds ......... ... $2699 § 662 $251.8 $ 4599
Canadian Dollars ........ ..ot 2.6 1454 0.9 83.2
BUrO. . 61.0 516.5 283.9 499.5
Other . ... 29.8 57.8 41.8 5.5
$363.3 § 7859 $578.4  $1,048.1

Fair Value. ... .. . $491.4 $1,0042 $661.4 $1,175.7

Credit exposure on foreign currency derivatives at December 31, 2004 and 2003 was $12.5 million and
$11.6 million, respectively.

The net loss recognized in 2004 and 2003 for matured natural gas and cash flow forward exchange
contracts was $8.9 million and $2.9 million, net of tax, respectively, which was recognized in the
Consolidated Statements of Operations. The Company estimates that $5.6 million of losses, net of tax,
deferred in accumulated other comprehensive income, will be recognized in earnings in 2003.

FOOTNOTE 12
Leases

The Company leases manufacturing and warehouse facilities, real estate, transportation, data
processing and other equipment under leases that expire at various dates through the year 2018. Rent
expense was $132.2 million, $122.4 million and $115.3 million in 2004, 2003 and 2002, respectively.

Future minimum rental payments for operating leases with initial or remaining terms in excess of one
year are as follows as of December 31, 2004 (in millions):

2005 2006 2007 2008 2009 Thereafter Total

$100.4 $76.0 $56.4 $40.7 $35.1 $74.2 $382.8

FOOTNOTE 13
Employee Benefit and Retirement Plans

As of December 31, 2004, the Company maintained various deferred compensation plans with varying
terms. The total liability associated with these plans was $64.9 million and $62.1 million as of
December 31, 2004 and 2003, respectively. These liabilities are included in Other Noncurrent Liabilities in
the Consolidated Balance Sheets. These plans are partially funded with asset balances of $35.3 million and
$48.3 million as of December 31, 2004 and 2003, respectively. These assets are included in Other Assets
in the Consolidated Balance Sheets.

The Company has a Supplemental Executive Retirement Plan (“SERP”), which is a nonqualified
defined benefit plan pursuant to which the Company will pay supplemental pension benefits to certain key
employees upon retirement based upon the employees’ years of service and compensation. The SERP is
being funded through a trust agreement with the Northern Trust Company, as trustee, that owns life
insurance policies on key employees. At December 31, 2004 and 2003, the life insurance contracts had a
cash surrender value of $68.9 million and $68.2 million, respectively. These assets are included in Other
Assets in the Consolidated Balance Sheets. The projected benefit obligation was $78.2 million and
$77.5 million at December 31, 2004 and 2003, respectively. The SERP liabilities are included in the
pension table below; however, the Company’s investment in the life insurance contracts are excluded from
the table as they do not qualify as plan assets under SFAS No. 87, “Employers’ Accounting for Pensions.”
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The Company and its subsidiaries have noncontributory pension, profit sharing and contributory
401 (k) plans covering substantially all of their foreign and domestic employees. Pension plan benefits are
generally based on years of service and/or compensation. The Company’s funding policy is to contribute
not less than the minimum amounts required by the Employee Retirement Income Security Act of 1974,
as amended, the Internal Revenue Code of 1986, as amended or local statutes to assure that plan assets
will be adequate to provide retirement benefits.

The Company’s matching contributions to the contributory 401 (k) plans were $18.7 million,
$21.1 million and $21.4 million for the years ended December 31, 2004, 2003 and 2002, respectively. In
addition, several of the Company’s subsidiaries currently provide retiree health care and life insurance
benefits for certain employee groups.

The Company uses a September 30th measurement date for the majority of its plans. The following
provides a reconciliation of benefit obligations, plan assets and funded status of the Company’s
noncontributory pension plans, SERP and postretirement benefit plans as of December 31, (in millions,
except percentages):

Other Postretirement

Pension Benefits Benefits

2004 2003 2004 2003
Change in benefit obligation:
Benefit obligation at January 1................... $1,2394  § 991.1 § 2638 §$ 219.0
Service Cost. .. ..oviii i e 50.3 43.9 4.5 5.0
Interest COSt . ..o e 78.5 66.4 14.2 16.2
Amendments. . ..... .. ... .. i 0.6 (6.6) — (8.8)
Actuarial (gain) 10sS ......... ..., (24.6) 137.2 (18.8) 394
Acquisitions and other.......................... 31.0 37.4 — 17.4
Currency translation. . .................oovun.. .. 334 384 — —
Benefits paid from plan assets ................... (74.4) (68.4) (25.1) (24.4)
Curtailments, settlement costs ................... (7.8) — — —
Benefit obligation at December 31................ $1,326.4 $1,2394 $ 238.6 $ 263.8
Change in plan assets:
Fair value of plan assets at January 1 ............. $ 8227 ¢ 7283 § — § —
Actual return on plan assets . .................... 81.7 90.8 — —
Acquisitions and other....... ... ... ... .. . 26.2 37.8 — —
Contributions ...t 75.5 16.2 25.1 24.4
Currency translation. . .......................... 22.2 18.0 — —
Benefits paid from plan assets ................... (74.4) (68.4) (25.1) (24.4)
Settlement charges and other . ................... (3.5) — — —
Fair value of plan assets at December 31 .......... $§ 9504 § 8227 § — § —
Funded Status:
Funded status at December 31................... $(376.0) $(416.7) $(238.6) $(263.8)
Unrecognized net loss and other ................. 388.6 4159 40.7 60.1
Unrecognized prior service cost .................. (1.2) (2.8) (8.2) (8.7)
Net amount recognized . ........................ $ 114 $ (3.6) $(206.1) $(212.4)

A-d44




Other Postretirement

Pension Benefits Benefits
2004 2003 2004 2003

Amounts recognized in the Consolidated Balance

Sheets:
Prepaid benefit cost(1) ...................... .. $ 1660 $§ 441 $ — § —
Intangible asset(l)....... ... . ... ..., 10.6 © 4.2 —_ —
Accrued benefit cost(2) ........ ... ... ... (463.3) (353.6) (206.1) (2124)
Accumulated other comprehensive loss............ 298.1 301.7 — —
Net amount recognized . ........................ $ 114 $ (36) $(206.1) $(212.4)
Accumulated benefit obligation ............. ..... $1,264.6 $1,138.6 § 2386 $ 2638
Weightéd-average assumptions used to determine

benefit obligation: :

Discountrate ........... ... i, 6.07% 6.14% 6.25% 6.25%

Long-term rate of return on plan-assets ......... 8.13% 8.23% N/A N/A

Long-term rate of compensation increase ........ 4.43% 4.44% N/A N/A

(1) Recorded in Other Assets .
(2) Recorded in Other Accrued Liabilities and Other Noncurrent Liabilities

Other Postretirement

Pension Benefits Benefits
2004 2003 2004 2003
Weighted-average assumptions used to determine net ° ‘
periodic benefit cost:
Discount rate. . ................... P e - 6.14% 6.48%. 6.25% - 6.75%
Long-term rate of return on plan assets. ................ 8.23% 8.29% N/A N/A
 Long-term rate of compensation increase ............... 4.44% 4.33% N/A N/A
Health care cost trend rate .. ................ccoeuvnn.. N/A N/A  6.0% 6.0%

Net pension expense and other postretirement benefit expense include the following components as of
December 31, (in millions):

Other Postretirement

Pension Benefits Benefits .
2004 2003 2002 2004 2003 2002

Service cost-benefits earned during the

VEAT ottt $503 $439 $400 $45 $50 $42
Interest cost on projected benefit

obligation........................ 78.5 664 649 14.2 16.2 15.6
Expected return on plan assets.......... ' (87.3) (85.7) (99.2) — — —
Amortization of: )

Prior service cost .............. e (0.4) (0.2) 0.2y (0.6) 0.2 —

Actuarial loss ...................... 6.9 1.7 - 0.8 06 — —
Curtailment, settlement & special

termination benefit costs ............. (1.1) 16.0 1.4 — — —
Net pension expense .................. $469 $421 $ 77 §$187 $214 $19.8
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The projected benefit obligation, accumulated benefit obligation and fair value of plan assets for the
pension plans with accumulated benefit obligations in excess of plan assets are as follows as of
December 31, (in millions):

2004 2003
Projected benefit obligation. ....... ... .o $(1,326.0) $(1,180.1)
Accumulated benefit obligation ............... . ...l (1,264.2)  (1,081.1)
Fair value of plan assets ........ e 950.1 747.9

The Company’s pension plans are currently under-funded. In accordance with Financial Accounting
Standards Board (FASB) Statement No. 87, “Employers’ Accounting for Pensions,” the Company has
recorded an additional minimum pension liability adjustment at December 31, 2004. In 2004, the
Company reduced the charge to equity by $3.5 million, net of tax. The reduction to stockholders’ equity
did not affect net income, but is included in other comprehensive income. The Company believes that its
pension plan has the appropriate long-term investment strategy and the Company’s liquidity position is
expected to remain strong.

Assumed health care cost trends have been used in the valuation of postretirement benefits. The trend
rate is 10% (for retirees under age 65) and 12% (for retirees over age 65) in 2004, declining to 6% for all
retirees in 2011 and thereafter. :

The health care cost trend rate significantly affects the reported postretirement benefit costs and
obligations. A one-percentage point change in the assumed rate would have the following effects (in
millions):

1% Increase 1% Decrease

Effect on total of service and interest cost components.............. . $ 2.0 $ (1.8)
Effect on postretirement benefit obligations ........................ 21.0 (19.3)

The Company’s total domestic plan assets were $646.6 million and $585.6 million at December 31,
2004 and 2003, respectively. The expected long-term rate of return on'domestic plan assets used to
determine net periodic benefit cost was 8.5% for both years ending December 31, 2004 and 2003, The
Company’s domestic pension plan weighted-average asset allocation at December 31, 2004 and 2003, by
asset category, are as follows:

2004 2003
Equity s@CUMtIeS . . . .ottt e e 65.0% 67.4%
Debt securities .. ... .o PP EI 245% 27.7%
Real estate ... ..o e 4.6% 2.1%
Other . 5.9% 2.8%
Total . 100.0% 100.0%

The Company employs a total return investment approach whereby a mix of equities and fixed
income investments is used to maximize the long-term return of plan assets for a prudent level of risk.
Risk tolerance is established through careful consideration of plan liabilities, plan funded status, and
corporate financial condition. The investment portfolio is comprised of a diversified blend of equity, real
estate and fixed income investments. Equity investments include large and small market capitalization
stocks as well as growth, value and international stock positions. The Company’s common stock comprised
$41.1 million and $30.3 million of noncontributory pension plan assets at December 31, 2004 and 2003,
respectively. ’

The Company employs a building block approach in determining the long-term rate of return for plan
assets. Historical markets are studied and long-term historical relationships between equities and fixed-
income are preserved consistent with the widely accepted capital market principle that assets with higher
volatility generate a greater return over the long run. Current market factors, such as inflation and interest
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rates, are evaluated before long-term capital market assumptions are determined. The long-term portfolio
return is established via a building block approach with proper consideration of diversification and
rebalancing. Peer data and historical returns are reviewed to check for reasonableness and appropriateness.

In the third quarter of 2004, the Company made a voluntary $50.0 million cash contribution to fund
the Company’s U.S. defined pension plan. The Company expects to contribute $25.0 million to its foreign
pension plans in 2005.

Estimated future benefit payments under the Company’s defined benefit plans are as follows as of
December 31, 2004 (in millions):
2005 2006 2007 2008 2009 2010-2014

Pension Benefits ............... P $67.7 $68.2 $694 $719 $739 $397.7
Other Postretirement Benefits ... ........ 24.6 23.1 21.7 19.4 18.4 88.8

The other postretirement benefit payments are net of the annual Medicare Part D subsidy of
approximately $12 million per year beginning in fiscal 2006.

Effective December 31, 2004, the Company froze its defined benefit pension plan for its entire non-
union U.S. workforce. As a result of this curtailment, the Company expects to reduce its pension
obligation by $50.3 million and anticipates recording a curtailment gain related to negative prior service
cost in the first quarter of 2005 in the range of $14 to $16 million. In conjunction with this action, the
Company offered special termination benefits to certain employees that accepted early retirement. The
Company recorded a special termination benefit charge of $1.8 million in 2004. The Company replaced the
defined benefit pension plan with an additional defined contribution plan, whereby the Company will make
additional contributions to the Company sponsored employee’s profit sharing plan. The new defined
contribution plan has a five-year cliff-vesting schedule, but allows credit for service rendered prior to the
inception of the defined contribution plan.

On December 8, 2003, the Medicare Prescription Drug, Improvement and Modernization Act of 2003
(the “Drug Act”) was signed into law. The Drug Act introduced a prescription drug benefit under
Medicare (Medicare Part D) as well as a federal subsidy to sponsors of retiree health care benefit plans
that provide a benefit that is at least actuarially equivalent to Medicare Part D. In January 2004, the
FASB issued FASB Staff Position (FSP) No. 106-1, “Accounting and Disclosure Requirements Related
to the Medicare Prescription Drug, Improvement and Modernization Act of 2003.” Due to the levels of
benefits provided under the Company’s health care plans, management has concluded that the Company’s
health care plans are at least actuarially equivalent to Medicare Part D. The Company initially elected to
defer recognition of the benefit to its postretirement healthcare plans. In April 2004, the Company sold
certain businesses that resulted in a plan curtailment and a subsequent expiration of the election to defer.
As a result, the Company re-measured its postretirement benefit obligation and expense.
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FOOTNOTE 14

Earnings per Share

The calculation of basic and diluted earnings per share for the years ended December 31, 2004, 2003,

and 2002, respectively, is shown below (in millions, except per share data}:

Convertible
Dilutive Preferred
Basic Method Securities(1) Securities(2) Diluted Method

2004
Loss from continuing operations. . .. .. $ (19.1) — — $ (19.1)
Losspershare..................... $ (0.07) — — $ (0.07)
Loss from discontinued operations ....  § (97.0) — — $ (97.0)
Losspershare..................... $ (0.35) — — $ (0.35)
Netloss...oooviiii ... $(116.1) — — $(116.1)
Losspershare..................... $ (0.42) — — $ (0.42)
Weighted average shares outstanding . . 274.4 — — 2744
2003 ‘
Income from continuing operations . .. $ 2132 — — $ 213.2
Earnings per share ................. $ 078 — — $ 0.78
Loss from discontinued operations . . .. $(259.8) — — $(259.8)
Losspershare..................... $ (0.95) — — $ (0.95)
Netloss...ooveiiieiieiianen... $ (46.6) — — $ (46.6)
Losspershare..................... $ (0.17) — — $ (0.17)
Weighted average shares outstanding. . 274.1 — — 274.1
2002 '
Income from continuing operations . . . $ 265.0 — — § 265.0
Earnings per share ................. $ 099 — — s 099
Income from discontinued operations $ 46.5 — — S 46.5
Income pershare .................. $ 018 — — $ 0.17
Cumulative effect of accounting

change ............. R, $(514.9) — — $(514.9)
Losspershare..................... $ (1.93) — — $ (1.92)
Netloss....ooooiiiiiiiiiii... $(2034) — — $(203.4)
Losspershare..................... $ (0.76) — — $ (0.76)
Weighted average shares outstanding. . 267.1 0.9 — 268.0

(1)

(2)

Dilutive securities include “in the money options” and restricted stock awards. The weighted average
shares outstanding for 2004, 2003 and 2002 exclude the dilutive effect of approximately 11.5 million,
12.3 million and 4.5 million options, respectively, because such options had an exercise price in excess
of the average market value of the Company’s common stock during the respective years or the
inclusion would have been anti-dilutive. The weighted average shares outstanding for 2004 excluded
the effect of approximately 0.4 million restricted shares, because the inclusion would be anti-dilutive.

The convertible preferred securities are anti-dilutive in 2004, 2003 and 2002 and, therefore, have been
excluded from diluted earnings per share. Had the convertible preferred shares been included in the
diluted earnings per share calculation, net income would be increased by $16.2 million, $16.6 million
and $16.6 million in 2004, 2003 and 2002, respectively, and weighted average shares outstanding
would have increased by 9.7 million shares, 9.9 million shares and 9.9 million shares in 2004, 2003
and 2002, respectively.
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FOOTNOTE 15
Stockholders’ Equity

In January 2003, the Company completed the sale of 6.67 million shares of its common stock at a
public offering price of $30.10 per share pursuant to an effective shelf registration statement that was
previously filed with the Securities and Exchange Commission. The net proceeds of $200.1 million were
used to reduce the Company’s commercial paper borrowings.

Each share of common stock includes a stock purchase right (a “Right”). Each Right will entitle the
holder, until the earlier of October 31, 2008 or the redemption of the Rights, to buy the number of shares
of common stock having a market value of two times the exercise price of $200.00, subject to adjustment
under certain circumstances. The Rights will be exercisable only if a person or group acquires 15% or
more of voting power of the Company or announces a tender offer after which it would hold 15% or more
of the Company’s voting power. The Rights held by the 15% stockholder would not be exercisable in this
situation.

Furthermore, if, following the acquisition by a person or group of 15% or more of the Company’s
voting stock, the Company was acquired in a merger or other business combination or 50% or more of its
assets were sold, each Right (other than Rights held by the 15% stockholder) would become exercisable
for that number of shares of common stock of the Company (or the surviving company in a business
combination) having a market value of two times the exercise price of the Right.

The Company may redeem the Rights at $0.001 per Right prior to the occurrence of an event that
causes the Rights to become exercisable for common stock.

FOOTNOTE 16
Stock Options and Restricted Stock Awards

The Company’s Amended and Restated 1993 Stock Option Plan expired on December 31, 2002. For
options previously granted under that plan, the option exercise price equaled the common stock’s closing
price on the date of grant; options vest over a five-year period and expire ten years from the date of grant.
In 2003, a new plan was approved by the Company stockholders (2003 Plan”). The 2003 Plan provides
for grants of up to an aggregate of 15.0 million stock options, stock awards and performance shares
(except that no more than 3.0 million of those grants may be stock awards and performance shares).
Under the 2003 Plan, the option exercise price equals the common stock’s closing price on the date of
grant. Options will vest over five years (which may be shortened to no less than three years) and expire
ten years from the date of grant. Also under the 2003 Plan, none of the restrictions on stock awards will
lapse earlier than the third anniversary of the date of grant.
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The following summarizes the changes in the number of shares of common stock under option,
including options to acquire common stock resulting from the conversion of options under pre-merger
Rubbermaid option plans (in millions, except exercise prices):

Weighted
Average Fair
' Weighted Value of
Weighted Exercisable. Average Options
Average at End Exercise Granted During
Shares Exercise Price of Year Price the Year
Outstanding at December 31, 2001 . . 99 %29 2.9 $33
Granted.......... e -39 32 ‘ $9
Exercised........... e - (0.7) 25
Canceled/expired . . ............. a3 - . _
Outstanding at December 31, 2002 11.4 30 3.4 $32
Granted . ........... ... ... 2.8 28 $8
Exercised..................... -~ (03 - 25
Canceled/expired . ........... .. (L.6) 31 L L .
Outstanding at December 31, 2003 ~ 12.3 30 44 $31
Granted . ........... U 3.0 23 $7
Exercised...................... (0.1) 22
Canceled/expired .. .. ........... (3.7) _30 L L
Outstanding at December 31, 2004  11.5 $28 5.0 $30

Options outstanding and exercisable as of December 31, 2004 are as follows (in millions, except
exercise prices):

Options Outstanding Options Exercisable

Weighted Weighted Average Weighted Weighted Average
Range of ) Number Average Remaining Number Average Remaining
Exercise Prices Outstanding Exercise Price  Contractual Life  Exercisable Exercise Price  Contractual Life
$19.00 - $24.99 ..... 4.8 $23 8.1 1.4 $23 6.7
$25.00 - $34.99 .. ... 5.2 29 6.8 2.6 ] 29 5.9
$35.00 - $45.00 ... .. 1.5 37 56 1.0 38 47
$19.00 - $45.00 . .. .. 115 $28 7.2 5.0 $30 '5.9

The Company also grants restricted stock awards to directors and certain employees. Generally, these
awards are subject to three-year cliff vesting and pay dividends quarterly. As of December 31, 2004, the
Company had outstanding restricted stock awards of 401,000 shares, none of which are vested. Total
compensation expense of $2.8 million was recorded in 2004 related to the restricted shares.
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FOOTNOTE 17
Income Taxes

The provision for income taxes consists of the following as of December 31, (in millions):

2004 2003 2002

Current: . ‘
Federal .. ... $(15.0) $ 83 § 470
Al . o e e 56 1.6 7.7
Foreign . ..o 37.1 37.9 45.1
27.7 47.8 99.8
Deferred . ..o 77.7 76.3 33.7

$1054 $124.1 $133.5

The non-U.S. component of income from continuing operations before income taxes and cumulative
effect of accounting change was ($192.9) million in 2004, $26.0 million in 2003 and $11.7 million in 2002.

The components of the net deferred tax asset are as follows as of December 31, (in millions):

2004 © 2003

Deferred tax assets:
Accruals not currently deductible for tax purposes ...... e $ 938 § 167.1
Postretirement liabilities .......... ... ... . ... ... 73.4 74.2
Inventory reserves ........... e 20.2 172
Prepaid pension @sset. ... ... .. ..ottt . 449 64.1
Self-insurance liability . .......... .. .. ... ... 14.5 17.4
Foreign net operating losses ......... ... o i i i 255.1 205.6
Other . o e 29.3 21.3

Total gross deferred tax assets . ... i 531.2 566.9
Less valuation allowance . . .......... ... i (248.3) (167.1)

Net deferred tax asset after valuation allowance ...................... $ 2829 § 399.8
Deferred tax liabilities: .
Accelerated depreciation . .. ...... ... ... ... . $(135.1) $(162.2)
Amortizable intangibles. ........ ... . (38.4) (16.8)
Other . e (6.0) —

Total gross deferred liabilities. . ........... ... . .. ... i (179.5)  (179.0)
Net deferred tax asset .. ... .o $ 1034 § 2208
Current net deferred income tax asset.............coiiiiiinennninn... $ 738 § 1527
Noncurrent deferred income tax asset..............coviiniinnninnen.... 29.6 68.1

$ 1034 § 2208

At December 31, 2004, the Company had foreign net operating loss (“NOL”) carryforwards of
approximately $794.4 million, most of which carryforward without expiration. The potential tax benefits
associated with those foreign net operating losses are approximately $255.1 million. The valuation
allowance increased $81.2 million during 2004 to $248.3 million at December 31, 2004. This increase was
primarily due to foreign net operating losses generated during the year which management is uncertain as
to the ability to utilize in the future.
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A reconciliation of the U.S. statutory rate to the effective income tax rate is as follows as of .
December 31,:
2004 2003 2002

Statutory rate. . ........ooiei i . 35.0% 35.0%.35.0%
Add (deduct) effect of:

State income taxes, net of federal income tax effect ................... 0.9 05 1.8
Foreign tax credit <. ... ... .ooe e (7.0)  (0.3) (0.8)
Foreign rate differential and other ............... .. ... .. ......... (2.6) 09 (2.5)
Tax basis differential on goodwill impairment ......................... 958 07
Effective rate .. ... .. e 122.1% 36.8% 33.5%

No U.S. deferred taxes have been provided on the undistributed non-U.S. subsidiary earnings that are
considered to be permanently invested. At December 31, 2004, the estimated amount of total unremitted
non-U.S. subsidiary earnings is $307.1 million.

Resolution of Tax Contingencies

In 2004, the statute of limitations on certain transactions for which the Company had provided tax
reseérves, in whole or in part, expired resulting in the reversal of the provisions and interest accrued thereon
in the amount of $43.6 million. Accordingly, the impact was recorded in income taxes for the year ended
December 31, 2004.

In addition, due to significant restructuring activity and certain changes in the Company’s business
modetl affecting the utilization of net operating loss carryovers, particularly in certain European countries,
the valuation allowance on certain net operating losses previously tax-benefited has been increased by
$31.0 million. This amount was recorded in income taxes for the year ended December 31, 2004.

In 2004, the Company also received notification from the Internal Revenue Service that it would
receive a net refund of $2.9 million relating to amounts previously paid. Accordingly, the impact was
recorded in income taxes for the year ended December 31, 2004.

During the first quarter of 2005, the Company reached agreement with the Internal Revenue Service
(IRS) relating to the appropriate treatment of a specific transaction reflected on the Company’s 2003 US
federal income tax return. The Company requested accelerated review of the transaction under the IRS’
Pre-Filing Agreement Program that resulted in affirmative resolution in late January 2005. The Company’s
December 31, 2004 and 2003 balance sheet reflected a $58 million and $57 million contingency reserve,
respectively, for this transaction pending resolution of the appropriate treatment with the IRS. The benefit
of this transaction will be recorded in the Company’s first quarter 2005 income statement.

A-52




FOOTNOTE 18
Impairment Charges

The following table summarizés thé noncash pretax 1mpa1rment charges for the year ended
December 31 2004 {in mzllzons)

Other Long- .
Other Indefinite- Lived Assets
: . : . Lived Intangible (Fixed Assets/
Segment , ) ) Goodwill Assets ‘ Patents) Total

Cleanmg & Orgamzatlon ..... P I J 7/ X | 5 — $56.2 . $ 90.2
Office Products ... .. .. e 138.8 . 938 . 11.4 244.0
Tools & Hardware...................... 1.5 33 2.0 6.8
Home Fashions ........................ 8.4 18.9 39 31.2
Other ... .. 1.8 1.8
$116.0 - $753 $374.0

“Total .. ... e $182.7

Cleaning & Organzzatzon

The European Cleaning & Orgamzatlon home products busmess was previously classified in thc fix
portfolio of the.Company’s business, as management believed that the. restructuring and other investments
made in the business would produce favorable returns in the future. These expected returns did not
materialize and in 2004, the Company began exploring alternatives for this business. Accordingly, an
impairment charge of $78.9 million was recorded to write the goodwill and other long-lived assets down to
fair value (disposal value). On January 12, 2005, the Company: entered into an agreement for the intended
sale of this business. See Footnote 22 for further details.

The remaining impairment charge relates mainly to the Company’s decision to exit certain product
lines,” which resulted in the impairment of fixed assets- The Company determined the fair value of these
fixed assets by estimating the future cash flows attributable to the fixed assets, including an estimate of the
ultimate sale proceeds. Accordmgly, the Company recorded a charge to write the assets to their estimated
fair value

Office Products
The impairment charge recorded in the Office Products segment is primarily a result of three factors:

* Prior year restructuring activity related to a product line in the European business has not resulted
in the expected returns, and management is currently exploring alternatives for this product line.
Accordingly, an impairment charge was recorded to write the goodwill, other indefinite-lived
intangible assets and other long-lived assets down to fair value (disposal value). The impairment
charge recognized on this product line was $80.8 million, of which $8.5 million related to the write-
down of fixed assets. The write-down of fixed assets is expected to decrease depreciation expense in
2005 by approximately $1 million.

.+ In the European business, the Company has historically promoted and supported several different
brands in the everyday writing category. In the third quarter, management developed a plan to
consolidate certain brands in Europe in this category. This new plan results from several factors:

« The Company believes that rationalizing its brands will enable the Company to more effectively
allocate capital and other resources. In this regard, the Company is focused on promoting its
brands globally and reducing the reliance on local or regional brands.

+ The brand that is targeted for rationalization has experienced sales declines, especially in the
current year, and management believes it has more effective investment opportunities outside of
this brand.
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As a result of this plan, the Company recognized an impairment charge of $123.1 million related to
. this product line.

» In the third quarter, management decided to rationalize several trademarks and trade names
(brands), primarily in the Latin America businesses. The current plan is to reduce the number of
brands from 76 to 12 over the next three years. As a result of this decision, the Company
determined that certain brands that were previously considered to have indefinite lives were
impaired. Accordingly, the Company wrote these trademarks and trade names down to their fair
value and will begin amortizing these brands over their remaining useful lives (generally three
years). As a result of this reclassification, amortization expense is expected to increase by
approximately $3 million in 2005. The total impairment charge recognized as a result of the
decision to rationalize brands was $37.2 million.

Home Fashions

Management decided to rationalize certain trademarks and trade names (brands), primarily in the
United Kingdom home fashions business, in order to focus on promoting more effective brands. As a result
of this decision the Company determined that these brands became impaired and accordingly, these
trademarks and trade names, as well as certain associated patents, have been written off. The impairment
charge associated with this decision was $17.2 million. Additionally, primarily as a result of an increase
from the prior year in the discount rate (risk adjusted rate) used in calculating the enterprises’ fair value,
an impairment charge of $8.4 million was recorded on goodwill.

The remaining impairment charge relates to the Company exploring various options, including
rationalization, for certain product lines in the Home Fashions reportable segment. As this process
progressed, the Company determined that certain long-lived assets had a net book value in excess of their
fair value and, accordingly, recorded an impairment charge.

Tools & Hardware/ Other

The impairment charge recorded in the Tools & Hardware and Other segments primarily relates to
patents that the Company will allow to expire and fixed assets that are held for sale and, accordingly, have
been written down to fair value.

The Company cannot predict whether certain events might occur that would adversely affect. the
reported value of the remaining goodwill and other identifiable intangible assets. Such events may include,
but are not limited to, strategic decisions made in response to economic and competitive conditions, the
impact of the economic environment on the Company’s customer base, or a material adverse change in its
relationship with significant customers. Additionally, increases in the risk-adjusted rate could result n
additional 1mpa1rment charges

2003:

The Company recognized an impairment charge of $34.5 million, primarily related to the decision to
exit certain product lines, most of which were in the Cleaning & Organization segment.
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FOOTNOTE 19
Other Nonoperating (Income) Expenses

Total other nonoperating (income) expenses consist of the following as of December 31, (in
millions): ‘

2004 2003 2002
EqQuity €armings . ... ..ot oeein ittt e $ (09 $ — $(08)
Minority interest ... ... ...t e 23 04 0.3
Loss on sales of marketable equity securities ..................... — — 1.2
Currency transaction (gain) loss......... P Ly @9 4.2
ATC transaction costs(1) ............. e e — 8.7
Costs associated with withdrawn divestiture(2) ................... — — 13.6
Gain on disposal of fixed assets........... e (9.0) (3.0) (2.0)
Loss on sale of businesses(3) ....... ... i i — 299 —
Gain on debt extinguishment(4) ......... . ... ... i .., (4.4) — —

101417<) AR D 2.1 1.4 3.4
’ $(11.0) $25.6 $ 28.6

(1) Represents costs associated with the debt extinguishment following the acquisition of IRWIN. See
Footnote 3 for further information.

(2) Represents transaction costs associated with the Company’s withdrawal in 2002 from the planned
divestiture of its Anchor Hocking glass business.

(3) The loss on sale of businesses relates primarily to the sale of the Cosmolab business and the German
picture frames business. On March 27, 2003, the Company sold its Cosmolab business, a division of
the Other segment, and recorded a non-cash pretax loss of $21.2 million. On December 31, 2003, the
Company also sold its German frames business, a division of the Home Fashions segment, and
recognized a pre-tax loss of $9.2 million. Neither the Cosmolab business nor the German frames
business is included in discontinued operations for financial statement purposes.

(4) See Footnote 10 for further information regarding debt extinguishment.
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FOOTNOTE 20

Industry Segment Information

The Company’s reporting segments reflect the Company’s focus on building large consumer brands,
promoting organizational integration, achieving operating efficiencies and aligning the businesses with the
Company’s strategic account management strategy. The Company reports its results in five reportable

segments as follows:

Segment

Cleaning & Organization . ......................
Office Products .. ............ i,

Tools & Hardware ................... S

Description of Products

Indoor/outdoor organization, storage, food storage,
cleaning, refuse '

Ballpoint/roller ball pens, markers, highlighters,
pencils, office products, art supplies

Hand tools, power tool accessories, industrial tool
accessories, manual paint applicators, cabinet and
window hardware, propane torches

Drapery houseware, window treatments

Operating segments that do not meet aggregation
criteria, including aluminum and stainiess steel
cookware, hair care accessory products, infant and
juvenile products, including toys, high chairs, car
seats, and strollers

The Company’s segment results are as follows as of December 31, (in millions):

Net Sales(1)

Cleaning & Organization....................
Office Products................ .. .. .. ... ...
Tools & Hardware .........................

Home Fashions

Operating Income(2)

Cleaning & Organization. ... ................
Office Products............................
Tools & Hardware .........................

Home Fashions

Corporate

Impairment Charge ........................
Restructuring Costs(3) .....................

2004 2003 2002

............. $1,858.1  $2,013.7  $1,901.8
............. 16862 16812  1,684.1
............. 1,218.7  1,199.7 783.0
............. 906.8 901.0 955.7
............. 1,078.6  1,103.4  1,112.3

$6,748.4  $6,899.0  $6,436.9
............. $ 908 $ 920 $ 169.0
............. 261.9 309.6 306.1
............. 181.8 179.3 79.2
............. 33.0 44.4 443
............. 92.6 120.7 94.0
............. (39.4) (30.3) (31.1)
............. (374.0) (34.5) —
............. (52.1)  (184.0)  (101.8)

$ 1946 S 4972 § 5597
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2004 2003

Identifiable Assets

Cleaning & Organization. .............coiiinnnnenrneenn $1,0749  $1,256.5
Office Products. . ... i 998.1 997.5
Tools & Hardware .............. ... ..ciiiiieieniiiinnn. 836.2 812.1
Home Fashions ........ .. .. i i, 599.0 630.2
Other ... e 523.1 577.8
Corporate(4) .. .oii i e 2,634.6 2,814.5
Discontinued Operations ............cooviiiiieerinennnn. — 392.1

$6,665.9  $7,480.7

Geographic Area Information

2004 2003 2002

Net Sales
United States . ... v ettt $4,607.2 $4,788.2  $4,569.5
Canada ... 349.1 351.5 283.0

North America. ..........coovvveinniiiiinin. PR 49563 51397 48525
BUIOPE . . oot 1,436.2 1,403.2 1,269.8
Central and South America .............. ... vn.. 200.7 202.8 206.1
Other . 155.2 153.3 108.5

$6,748.4  $6,899.0 $6,436.9

Operating Income(2),(6) :
United States . ... e $ 4357 § 4374 § 4796

Canada .. ... oo e 72.5 67.0 38.9
North America. ...ttt 508.2 504.4 518.5
EBurope............. e e e (311.8) (38.3) (1.5)
Central and South America ................. ... ..., (32.9) 4.4 20.5
Other . ... e 31.1 26.7 22.2

§ 1946 § 4972 § 5597

Identifiable Assets(5)

United States . ...ttt $4,836.1  $5,012.1
Canada ... ... 114.6 136.2

North America. ...t 4,950.7 5,148.3
Burope. . ... s 1,394.0 1,628.3
Central and South America ........................ ... 185.1 195.4
Other . . 136.1 116.6
Discontinued Operations ... ........coviiiiiineennennnnn.. — 392.1

$6,665.9  $7,480.7

(1) All intercompany transactions have been eliminated. Sales to Wal*Mart Stores, Inc. and subsidiaries
amounted to approximately 14%, 14% and 12% of consolidated net sales for the years ended
December 31, 2004, 2003 and 2002, respectively, substantially across all divisions. Sales to no other
customer exceeded 10% of consolidated net sales for any year.
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(2) Operating income is net sales less cost of products sold and selling, general and administrative
expenses. Certain headquarters expenses of an operational nature are allocated to business segments
and geographic areas primarily on a net sales basis.

(3) Restructuring costs are recorded as both Restructuring Costs and as part of Cost of Products Sold in
the Consolidated Statements of Operations (refer to Footnote 4 for additional detall)..

(4) Corporate assets primarily include trade names and goodwill, equity investments and deferred tax
assets. Accordingly, the write-down of goodwill and other intangible assets associated with the
impairment charge (see Footnote 18 for additional details) have been reflected as reductions in
Corporate assets.

(5) Transfers of finished goods between geographic areas are not significant. Corporatev assets are
primarily reflected in the United States.

(6) The restructuring and impairment charges have been reflected in the appropriate geographic regions.

FOOTNOTE 21
Litigation and Contingencies

The Company is involved in legal proceedings in the ordinary course of its business. These
proceedings include claims for damages arising out of use of the Company’s products, allegations of
infringement of intellectual property, commercial disputes and employment matters as well as the
environmental matters described below. Some of the legal proceedings include claims for punitive as well
as compensatory damages, and a few proceedings purport to be class actions.

As of December 31, 2004, the Company was involved in various matters concerning federal and state
environmental laws and regulations, including matters in which the Company has been identified by the
U.S. Environmental Protection Agency and certain state environmental agencies as a potentially
responsible party (“PRP’) at contaminated sites under the Federal Comprehensive Env1ronmental
Response, Compensation and Liability Act (“CERCLA”) and equivalent state laws.

In assessing its environmental response costs, the Company has considered several factors, including:
the extent of the Company’s volumetric contribution at each site relative to that of other PRPs; the kind
of waste; the terms of existing cost sharing and other applicable agreements; the financial ability of other
PRPs to share in the payment of requisite costs; the Company’s prior experience with similar sites;
environmental studies and cost estimates available to the Company; the effects of inflation on cost
estimates; and the extent to which the Company’s, and other parties’, status as PRPs is disputed.

The Company’s estimate of environmental response costs associated with these matters as of
December 31, 2004 ranged between $13.6 million and $19.6 million. As of December 31, 2004, the
Company had a reserve equal to $16.0 million for such environmental response costs in the aggregate,
which is included in other accrued liabilities and other noncurrent liabilities in the Consolidated Balance
Sheets. No insurance recovery was taken into account in determining the Company’s cost estimates or
reserve, nor do the Company’s cost estimates or reserve reflect any discounting for present value purposes,
except with respect to four long-term (30 year) operations and maintenance CERCLA matters which are
estimated at present value.

Because of the uncertainties associated with environmental investigations and response activities, the
possibility that the Company could be identified as a PRP at sites identified in the future that require the
incurrence of environmental response costs and the possibility of additional sites as a result of businesses
acquired, actual costs to be incurred by the Company may vary from the Company’s estimates.

Although management of the Company cannot prcdlct the ultimate outcome of these legal
proceedings with certainty, it believes that the ultimate resolution of the Company’s legal proceedlngs
including any amounts it may be required to pay in excess of amounts reserved, will not have a material
effect on the Company’s Consolidated Financial Statements.
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In the normal course of business and as part of its acquisition and divestiture strategy, the Company
may provide certain representations and indemnifications related to legal, environmental, product liability,
tax or other types of issues. Based on the nature of these representations and indemnifications, it is not
possible to predict the maximum potential payments under- all of these agreements due to the conditional
nature of the Company’s obligations and the unique facts and circumstances involved in each particular
agreement. Historically, payments made by the Company under these agreements did not have a material
effect on the Company’s business, financial condition or results of operation.

As of December 31, 2004, the Company had $100.7 million in standby letters of credit primarily
related to the Company’s self-insurance programs, including workers’ compensation, product liability, and
medical.

FOOTNOTE 22
Subsequént Events
Sale of Curver

The Curver business was previously classified in the fix portfolio of the Company’s business, as
management believed that the restructuring and other investments made in the business would produce
favorable returns in the future. These expected returns did not materialize and in 2004, the Company
began exploring alternatives for this business, including, but not limited to, marketing the business for
potential sale. An impairment charge relating to this business of approximately $80 million was recognized
in the third quarter of 2004, related to this change in strategic direction.

On January 12, 2005, the Company entered into an agreement for the intended sale of the Company’s
Curver business. The Curver business manufactures and markets plastic products for home storage and
garage organization, food storage, laundry, bath, cleaning, closet organization and refuse removal in various
countries in Europe. The Company’s European commercial products and other European businesses would
not be affected by the sale. ‘ '

The intended sale is subject to consultation with works councils, trade unions and employees in the
countries concerned. The Company-has instituted consultation with respect to the intended sale and shall
give due consideration to the opinions of such councils, unions and employees as required by law in the
context of the contemplated sale. Completion of the intended sale would also be subject to other
customary conditions. The Company currently anticipates that the intended sale would be completed in the
second quarter of 2005. ‘

The contemplated sale price would be $5 million, payable at closing, and a contingent note for
$5 million, payable within 12 years. The sales price is subject to reduction for working capital adjustments.
There would also be contingent payments, up to an aggregate maximum of $25 million, based on the
adjusted earnings before interest and taxes of the Curver business for the five years ended December 31, .
2009. In addition to the contemplated sale of the Curver business, the Company would provide transitional
services to the purchaser, and the purchaser would become a supplier to the Company with regard to the
manufacture of certain products that the Company sells in other European businesses.

The agreement contains customary representations, warranties, covenants and conditions. The
agreement also contains indemnification provisions subject to specified limitations as to time and amount.
The agreement is subject to termination if the transaction is not completed within four months or, in
certain cases, six months.

In connection with this intended transaction, the Company expects to record a total non-cash loss
related to the sale of approximately $75 to $95 million in the first and second quarters of 2005. The
Curver business had 2004 sales of approximately $150 million.

The Company also considered alternative scenarios for the business, but estimated that the value of
the business to the Company after accounting for the net cash to be expended under such alternative
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scenarios would be maximized by a sale of the business, primarily due to the significant restructuring -
liabilities that would be incurred in such alternative scenarios.

The following table presents summarized balance sheet information of the Curver business- as of
December 31, 2004 (in millions): ‘

Accounts Teceivable, Net. ... ..o i 0§ 293
Inventories, net ................ e e e e e e e 23.3
Prepaid expenses and other current assets . ...ttt 18.9
Total CUITENT ASSBES. . o\ttt et et e et ettt e e et 71.5
Property, plant and equipment, net. ........... ottt 46.1
OB HET AS8EES . . .ottt e ettt __ 07
Total ASSES ... v e $;£__8__§
Accounts payable .. ... .. $ 214
Other accrued Labilities . ... ... 21.0
Total Current Liabilities. . .. ... ...ooeeeeeee et P 424
Long-term Habilities . ... .. ... vv et 02

o3
=~
[ ]
[oa

Total Liabilities . .. ...... .. . it P S

Resolution of Tax Contingencies

During the first quarter of 2005, the Company reached agreement with the Internal Revenue Service
(IRS) relating to the appropriate treatment of a specific transaction reflected on the Company’s 2003 US
federal income tax return. The Company requested accelerated review of the transaction under the IRS’
Pre-Filing Agreement Program that resulted in affirmative resolution in late January 2005. The Company’s
December 31, 2004 and 2003 balance sheet reflected a $58 million and $57 million contingency reserve,
respectively, for this transaction pending resolution of the appropriate treatment with the IRS. The benefit
of this transaction will be recorded in the Company’s first quarter 200S income statement.

Purchase of Preferred Securities

On February 10, 2005, the Company purchased 550,000 shares of its Preferred Securities from a
holder for $47.375 per share. The Company paid a total of $26.1 million.
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NEW YORK STOCK EXCHANGE CERTIFICATIONS

The certifications of the Company’s Chief Executive Officer and Chief Financial Officer have been
included as Exhibits 31.1 and 31.2 to the Company’s Form 10-K, as required by the Sarbanes-Oxley Act.
In addition, in 2004, the Company’s Chief Executive Officer provided to the New York Stock Exchange
the annual Chief Executive Officer certification regarding the Company’s compliance with the New York
Stock Exchange’s corporate governance listing standards.

DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information regarding the directors of the Company is set forth in the proxy statement. See
“Proposal 1—Election of Directors.”

Information regarding the executive officers of the Company is set forth below:

Name Age Present Position With The Company

Joseph Galli, Jr. .......... ... ... 46  President and Chief Executive Officer

James J. Roberts................... 46  President and Chief Operating Officer, Rubbermaid/
IRWIN Group :

Timothy J. Jahnke ................. 45 President, Home & Family Products Group

Steven G. Marton.................. 48  President, Office Products Group

J. Patrick Robinson ................ 49  Vice President—Chief Financial Officer

Dale L. Matschullat ................ 59  Vice President—General Counsel and Corporate Secretary

Hartley D. Blaha................... 39  President—Corporate Development

James M. Sweet .............. U 52 Vice President—Human Resources

Raymond J. Johnson ............... 49  President—Global Manufacturing and Supply Chain

Joseph Galli, Jr. has been President and Chief Executive Officer of the Company since January 2001.
Prior thereto, he was President and Chief Executive Officer of VerticalNet, Inc. (an internet business-to-
business company) from May 2000 until January 2001. From June 1999 until May 2000, he was President
and Chief Operating Officer of Amazon.com (an internet business-to-consumer company). From 1980
until June 1999, he held a variety of positions with The Black and Decker Corporation (a manufacturer
and marketer of power tools and accessories), culminating as President of Black and Decker’s Worldwide
Power Tools and Accessories Group.

James J. Roberts has been President and Chief Operating Officer of the Rubbermaid/IRWIN Group
since September 2003. Prior thereto, he was Group President of the Company’s IRWIN business segment
from April 2001 until August 2003. From September 2000 until March 2001, he served as
President—Worldwide Hand Tools and Hardware at Stanley Works (a supplier of tools, door systems and
related hardware). From July 1981 until September 2000, he held a variety of positions with The Black
and Decker Corporation (a manufacturer and marketer of power tools and accessories), culminating as
President Worldwide Accessories.

Timothy J. Jahnke has been President of the Home & Family Products Group since April 2004. Prior
thereto, he was Vice President—Human Resources of the Company from February 2001 to April 2004 and
President of the Anchor Hocking Specialty Glass division from June 1999 until February 2001. From 1995
until June 1999, he led the human resources department of the Company’s Sanford division’s worldwide
operations.

Steven G. Marton has been President of the Office Products Group since December 2004. From 2000
to December 2004, he was President and Chief Operating Officer of Hill’s Pet Nutrition, a division of
Colgate Palmolive. From 1992 until 2000, he held various other ¢xecutive positions, with significant
international experience, in several divisions of Colgate Palmolive, including Colgate Oral Pharmaceuticals.

J. Patrick Robinson has been Vice President—Chief Financial Officer since November 2004. Prior
thereto, he was Vice President—Corporate Controller and Chief Financial Officer from June 2003 until
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October 2004 and Vice President—Controller and Chief Accounting Officer from May 2001 until May
2003. From March 2000 until May 2001, he was Chief Financial Officer of AirClic Inc. (a web-based
software and services platform company for the mobile information market). From 1983 until March 2000,
he held a variety of financial positions with The Black and Decker Corporation (a manufacturer and
marketer of power tools and accessories), culminating as Vice President of Finance, Worldwide Power
Tools.

Dale L. Matschullat has been Vice President—General Counsel since January 2001 and Corporate
Secretary since August 2003. Prior thereto, he was Vice President-Finance, Chief Financial Officer and
General Counsel from January 2000 until January 2001. From 1989 until January 2000, he was Vice
President—General Counsel.

Hartley D. Blaha has been President—Corporate Development since February 2005. Prior thereto, he
was Vice President—Corporate Development from October 2003 to February 2005. Prior thereto, from
1987 to 2003 he held a variety of positions within the Investment Banking Division of Lehman Brothers
Inc. (a global investment bank), culminating as Managing Director, Mergers and Acquisitions.

James M. Sweet has been Vice President—Human Resources since May 2004, Prior thereto, he was
Group Vice President—Human Resources for the Sharpie/Calphalon Group from January 2004 to April
2004. From 2001 to 2004, he was President of Capital H, Inc., a human resource services company that
Mr. Sweet co-founded. From 1999-2001, he was Vice President of Human Resources for the Industrial
Automation Systems and Rexnord divisions of Invensys PLC (an industrial manufacturing company).
Prior thereto, he held executive human resource positions at Kohler Co., Keystone International and Brady
Corp.

Raymond J. Johnson has been President-—Global Manufacturing and Supply Chain since February
2005. Prior thereto, he was Group Vice President—Manufacturing for the Rubbermaid/IRWIN Group
from November 2003 to February 2005 and for the Office Products Group from June 2004 to February
2003, and was Vice President—Manufacturing for the IRWIN Power Tool Accessories Division from
November 2002 to November 2003. From May to November 2002, he was Vice President and General
Manager of the General Products Division of Eaton Corporation (a manufacturer of industrial machinery
and equipment), and from May 2001 to May 2002, he was General Manager of the Golf Grip Business
Unit of Eaton Corporation. From 1999 to May 2001, he was Vice President—Operations of True Temper
Sports, Inc. (a manufacturer and marketer of golf shafts). Prior thereto, he was Vice President and
General Manager of the Diversified Products Division of Technimark, Inc. (a manufacturer of plastics
products for commercial customers) from 1998 to 1999, and held a variety of positions with The Black
and Decker Corporation (a manufacturer and marketer of power tools and accessories) from 1983 to 1998,
culminating as Vice President of Operations for North American Power Tools.

MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS, AND ISSUER PURCHASES OF EQUITY SECURITIES

The Company’s common stock is listed on the New York and Chicago Stock Exchanges (symbol:
NWL). As of January 31, 2005 there were 21,193 stockholders of record. The following table sets forth
the high and low sales prices of the common stock on the New York Stock Exchange Composite Tape (as
published in The Wall Street Journal) for the calendar periods indicated:

. 2004 . 2003
Quarters High Low High Low
First ..o $26.41  $22.15  $32.00 $24.74
Second. ... ... . 25.03 22.19 31.34 27.44
Third ... 23.60 19.75 29.45 21.17
Fourth .. ... . 24.27 19.05 24.23 20.27

The Company has paid regular cash dividends on its common stock since 1947. The quarterly cash
dividend has been $0.21 per share since February 1, 2000, when it was mcreased from the $0.20 per share
that had been paid since February 8, 1999.
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SELECTED FINANCIAL DATA

The following is a summary of certain consolidated financial information relating to the Company at
December 31, (in millions, except per share data). The summary has been derived in part from, and
should be read in conjunction with, the Consolidated Financial Statements of the Company included

elsewhere in this report and the schedules thereto.

STATEMENTS OF OPERATIONS DATA
Netsales..... ... i
Costof products sold . ... ... ... ... . ... ..

Gross margin ..ot
Selling, general and administrative expenses . . ..
Impairment charge..........................
Restructuring costs. ......... ...,
Goodwill amortization .......................

Operating income . . ..............c..... e
Nonoperating expenses:
Interest expense, net ............ e
Other (income) expense, net .............

Net nonoperating expenses .................

Income from continuing operations before
income taxes and cumulative effect of
accounting change ........... .. .. ...

Income taxes .......... ... ...,
(Loss) income before discontinued operations
and cumulative effect of accounting change . ..

(Loss) gain from discontinued operations, net of
2 . G

Cumulative effect of accounting change, net of
TaX

Net (loss) income .. ...,

Weighted average shares outstanding:
Basic ...... ..o
Diluted ........ .. ... .. .. ..
Per common share —
Basic —
(Loss) income from continuing operations . .
(Loss) income from discontinued operations
Cumulative effect of accounting change .. ..
Net (loss) income ...............coon..
Diluted —
(Loss) income from continuing operations . .
Net (loss) income ......................
Dividends ........... ... ... ..

2004 2003 2002(1) 2001 2000
$6,748.4  $6,899.0 $6,436.9 $5926.8  $5,947.3
48579 49618 46082 - 43134 44625
1,890.5 1,937.2 1,828.7 1,613.4 1,484.8
1,269.8 1,221.5 1,167.2 1,018.8 689.6
374.0 34.5 — _ _
52.1 184.0 101.8 61.1(2) 34.7(3)
— — — 46.6 51.9
194.6 497.2 559.7 486.9 708.6
119.3 134.3 132.6 133.6 124.5
(11.0) 25.6 28.6 21.4 21.7
108.3 159.9 161.2 155.0 146.2
86.3 3373 398.5 331.9 562.4
105.4 124.1 133.5 120.9 216.5
(19.1) 213.2 265.0 211.0 3459
(97.0)  (259.8) 46.5 53.6 75.7
— — (514.9) — —
$(116.1) $ (46.6) $(203.4) $ 2646 $ 4216
274.4 274.1 267.1 266.7 268.4
274.4 2741 268.0 267.0 268.5
$ (007) $ 078 $ 099 $ 079 $ 1.29
$ (035 $ (095) $ 018 $ 020 $ 0.28
$ — $ — $ (19 s — &  —
$ (042) $ (0.17) $ (0.76) $ 099 §$ 1.57
$ (007) $ 078 $ 099 $ 079 §$ 1.29
$ (0.42) $ (0.17) $ (0.76) $ 099 $ 1.57
$ 084 $ 084 $ 084 $ 08 § 084
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2004 ‘ 2003 2002(1) 2001 2000

BALANCE SHEET DATA _ . ‘
Inventories, net..................... $ 9723 § 8848 § 9934 $ B90.8 $1,019.6

Working capital(4) ................. 1,141.1 978.2 465.6 316.8 1,329.5
Total assets ..............cccvvinn.. 6,665.9 7,480.7 74044 . 7,266.1 7,261.8
Short-term debt .................... 206.9 35.4 449.2 826.6 227.2
Long-term debt, net of current

maturities ........... ... .. e 2,424.3 2,868.6 2,372.1 1,365.0 2,319.6
Company-obligated mandatorily

redeemable convertible preferred .

securities of a subsidiary trust ...... — — — 500.0 500.0 -
Stockholders’ equity. ................ 1,764.2 2,016.3 2,063.5 2,433.4 2,448.6

(1) Supplemental data regarding 2004, 2003 and 2002 is provided in Management’s Discussion and
Analysis of Financial Condition and Results of Operations.

(2) The 2001 restructuring costs included $34.3 million for costs to exit business activities at facilities,
write-down impaired Rubbermaid centralized software, write-off assets associated with abandoned
projects and impaired assets and for costs related to discontinued product lines, $23.2 million relating
to employee severance and termination benefits and $3.6 million in other costs.

(3) The 2000 restructuring costs included $6.9 million for costs to exit business activities at facilities,
write-down impaired Rubbermaid centralized software, write-off assets associated with abandoned
projects and impaired assets and for costs related to discontinued product lines, $25.9 million relating -
to employee severance and termination benefits and $1.9 million in other costs.

(4) Working capital is defined as Current Assets less Current Liabilities.
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QUARTERLY SUMMARIES

Summarized quarterly data for the last two years is as follows (irn millions, except per share data)

(unaudited):
M 1st 2nd 3rd 4th Year
2004 '
Netsales.......oooiiiiiiii i $1,532.3 $1,735.8 §$1,671.8 $1,808.5 $6,748.4
Gross margin ............ i 409.3 486.4 4733 5216  1,890.5
Net income (loss) from continuing operations. . ... 34.2 57.6 (235.0) 124.1 (19.1)
(Loss) gain from discontinued operations......... (109.1) 34 8.6 — (97.0)
Net (1088) INCOME . . ..o oottt $ (749) $ 61.0 $(2264) $§ 1241 $(116.1)
Earnings (loss) per share:
Basic —
Income (loss) from continuing operations . ..... $ 012 $ 021 $ (08) $ 045 $ (0.07)
(Loss) income from discontinued operations .... $ (0.39) $ 0.01 § 0.03 $ — $ (0.35)
Net (loss) Income per common share ......... $ (027) $ 022 $ (083) $§ 045 § (042)
Diluted —
Income (loss) from continuing operations .. .... $ 012 $ 021 $ (0.86) $ 045 $ (0.07)
(Loss) income from discontinued operations .... $ (039) $§ 001 $ 003 § — § (033
Net (loss) income per common share........ . $ (027) § 022 $ (083) $§ 045 § (042)
2003
Net sales ..o $1,547.6 $1,795.3 $1,729.1  $1,827.0 $6,899.0
Gross Margin ...........ovviiiinaiiniiii 430.2 525.0 491.8 4902  1,937.2
Net income from continuing operations .......... 41.4 82.0 85.5 4.4 213.2
Loss from discontinued operations .. ............. (25.4) (8.2) (10.3)  (216.0) (259.8)
Net income (10SS) ... .. ooiiiiii e $ 160 $ 738 § 752 $(211.6) $ (46.6)
Earnings (loss) per share:
Basic —
Income from continuing operations ............ $ 015 $ 030 $ 031 § 002 § 078
Loss from discontinued operations . ............ $ (0.09) $ (0.03) $ (0.04) $ (079) $ (0.95)
Net income (loss) per common share.......... $ 006 $ 027 $§ 027 $ (077) § (0.17)
Diluted —
Income from continuing operations ............ $§ 015 $ 030 $ 031 $ 002 $ 078
Loss from discontinued operations............. $ (0.09) $ (0.03) § (0.04) $ (0.79) $ (0.95)
Net income (loss) per common share.......... $ 006 $ 027 $§ 027 $ (0.77) $ (0.17)
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Newell Rubbermaid is traded on the New York
Stock Exchange under the symbol NWL.

Additional copies of this letter to shareholders
and proxy statement, Newell Rubbermaid’s
Form 10-K filed with the Securities and
Exchange commission, dividend reinvestment
plan information, recent and historical financial
data and other information about

Newell Rubbermaid are available without charge
to interested stockholders upon request. All
requests and inquires should be directed to:

Newell Rubbermaid Inc.

Investor Relations

10B Gleniake Parkway, Suite 600
Atlanta, GA 30328
800-424-1941
investor.relations@newelico.com
www.newellrubbermaid.com

Annual Meeting of Stockholders
The annual meeting of stockholders will
be held May 11, 2005, 10:00 a.m. local time at:

Grand Hyatt Hotel
3300 Peachtree Road
Atlanta, GA 30305
404-365-8100

Stockholder Account Maintenance
Communications concerning the transfer of
shares, lost certificates, dividends, dividend rein-
vestment, receipt of multiple dividend checks,
duplicate mailings or change of address should
be directed to the Transfer Agent and Registrar:

The Bank of New York
Shareholder Relations Dept. 8W
PO Box 11258

Church Street Station

New York, NY 10286
800-432-0140
www.stockbny.com

Forward-Looking Statements

The statements contained in this letter

to shareholders that are not historical in nature
are forward-looking statements. Forward-looking
statements are not guarantees since there are
inherent difficulties in predicting future results,
and actual results could differ materially from
those expressed or implied in the forward-look-
ing statements. For a list of major factors that
could cause actual results to differ materially
from those projected, refer to Appendix A to
Newell Rubbermaid’s 2005 annual meeting
proxy statement accompanying this letter.

This letter to shareholders should be read in
conjunction with Newell Rubbermaid’'s 2005
annual meeting proxy statement and the 2004
Form 10-K. Copies of the proxy statement and
Form 10-K may be obtained online at
www.newelirubbermaid.com.

NASCAR®

NASCAR® is a registered trademark of the
National Association for Stock Car Auto Racing,
Inc. The NASCAR NEXTEL® Cup Series marks
are used under the license by NASCAR, Inc.
and NEXTEL Communications, Inc.

Products on Front Cover:

Sharpie® RT retractable permanent marker and
IRWIN® Blue Blade™ utility knife. For additional
information on these products please visit:
www.sharpie.com and www.irwin.com.
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Calphalon<s IRWIN. |® & PARKER

www.calphalon.com www.irwin.com www.rubbermaid.com www.parkerpen.com
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www.littletikes.com www.sharpie.com www.waterman.com www.levalor.com
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