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TO

SHAREHOLDERS

2011 ANNUAL REPORT

DEAR SHAREHOLDER

2011 was breakout year for H.B Fuller

We achieved record sales and earnings

per share We delivered second

consecutive year of above-target organic

growth and third consecutive year of

EPS growth We leveraged the

investments we made in 2009 and 2010

to increase segment operating income by

24 percent and decrease Selling General

and Administrative SGA expense as

percentage of net revenue We achieved

these results despite difficult economic

environment significant raw material cost

inflation and volatile end-market demand

Our company is different H.B Fuller than existed few years ago

Our goal is to return value to our shareholders by achieving

consistent year-over-year profitable growth We are recruiting and

developing top experts in research and development marketing sales

and technical service who are taking responsibility for

H.B Fullers customers results and seeing their problems and

opportunities as our own Due to our focus on improving our

customers products and processes and on building world-class

partnerships with customers suppliers distributors and equipment

manufacturers we are delivering our commitments For example we

grew 2011 volumes significantly in emerging markets including

China the Middle East India and Southeast Asia

The key to our success is that we have developed and are executing

clearly defined strategic plan with specific targets for organic growth

and EBITDA margin expansion to be achieved by 2015 Our

commitment to that plan was clearly demonstrated in December

when we announced our agreement to purchase the global industrial

adhesives business from Forbo Group

Following is review of our 2011 accomplishments as well as preview

of our plans for continued transformational growth in 2012 and beyond

2011 CONTINUED TRANSFORMATION

DELIVERING FOR Delivering for customers better than

anyone else serves as the

foundation of our journey to be the

best adhesives company in the world We work to be an important part of

change for our customers and for the consumers of our customers

products by helping them develop new products or improve their

manufacturing processes We enable innovation and are working to be

the company people go to first when they need an adhesive solution Our

innovation partners include customers allied equipment suppliers

producers of complementary substrates and new technology developers

In 2011 we made great progress delivering value-added solutions to

our customers both current and new around the world One new

product enabled key customer to produce quieter biodegradable

snack chip bags Another has reduced case and carton packaging

manufacturers reliance on scarce raw materials Yet another

acquired technology introduced new category of adhesives that

contains greater than 40 percent renewable raw materials allows for

significant mileage improvements and results in reduced overall

energy consumption at our customers production sites

Our focus on our strategic market segments and the training and

development of our sales teams around the globe have enabled us to

understand customers better and partner with them more effectively

While facing extraordinary supply shortages we were able to offer

unparalleled support to our customers by partnering with our

suppliers and working as global team to develop innovative

solutions and serve our customers needs

DRIVING Innovation at H.B Fuller is about

NO VATI ON

added adhesives solutions for our customers Inventing new adhesive

products and creating technology platforms is an important element of

our innovation imperative but more than that we enable innovation for

manufacturers across number of big market segments

Faster production needs sustainability efforts limited resources and

many other global trends will continue to fuel the need for product

innovation FIB Fuller will continue to collaborate with our customers

to provide not only the
right formulations to improve their products

and processes but formulations with reliable supply In 2011 we

made strategic investments in research and development and in

acquisitions including

H.B Fuller expanded its FlextraTM family of flexible

packaging adhesives with the introduction of our Flextra

Quiet and Flextra Fast products Flextra Quiet

laminating adhesive is our first water-based adhesive

technology to address the challenge of high noise levels in

sustainable flexible packaging Flextra Quiet adhesive is

significant innovation that gives environmentally-minded

consumer packaged goods manufacturers solution to

take their biodegradable packaging initiatives forward

Flextra Fast solventless laminating adhesive is next

generation adhesive system designed for high performance

Jim Owens

President

and Chief Executive

Officer
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processes ranging from snack pouches to difficult boil-in-

bag applications Its unique formulation delivers excellent

appearance and adhesion to many substrates such as foil

nylon and high slip sealants

We also introduced the Full-Care portfolio of nonwoven

adhesives which improve production efficiencies lower in-

use cost impact and enhance supply flexibility This new

adhesive technology is supported by H.B Fullers local

technical expertise and world-class global research and

development centers

We launched Advantra Encore adhesive new custom

designed proprietary technology platform that transforms

hot melt performance Advantra Encore adhesive is

specifically designed for exceptional bonding on uniquely

broad range of challenging substrates including coated

stocks and high recycled-content board

We completed the acquisition of the patented LiquameIf

adhesive system This Cool on Delivery
Hot on Demand

technology is new category of adhesives enabling

H.B Fuller to help our customers drive cost and complexity

from their processes with technology that is based on

sustainable and available raw materials

In the window market the trend for more efficient windows

provides great opportunity for H.B Fuller to offer advanced

adhesives and sealants Our insulating reactive hot melt

meets more stringent energy efficiency requirements for

building high quality triple insulating glass helps improve

manufacturing processes and optimizes production of

insulating glass units

Capitalizing on big opportunities in the markets we serve H.B Fuller

will innovate as products evolve and we will help customers around the

world drive speed and increase output of their production lines through

our technology and expertise

GROWING

GLOBALLY

EXECUTING

___ LOCALLY

H.B Fuller thinks and acts globally but executes with the precision and

understanding of local partner Working as one team we are bringing

the collective knowledge and capability of our entire company

wherever it is to wherever its needed to serve our customers

Where the growth is happening in the world H.B Fuller is poised to

seize opportunities In 2011 we leveraged our recent investments in

China Malaysia and Egypt with significant growth at above-market

rates in these countries and the surrounding regions For example we

Introduced Global

Collaboration Teams

to drive growth by

developing the

detailed global

strategy for five of

H.B Fullers targeted

growth segments

Announced new joint

venture in Turkey

which will further

enhance customer

support and deepen

relationships in that

important and

growing region

Acquired liquamelt Corp and

patented Liquamelt adhesive

system enabling H.B Fuller to

help customers drive cost and

complexity from their
processes

with technology that is based

on sustainable and available

raw materials

Twenty-eight-year global

industrial industry veteran

Pat Trippel joins the company

as senior vice president

Construction Materials

Introduced Flextra Quief Launched Advantra Encore

laminating adhesive adhesive new custom

H.B Fullers first water-based designed proprietary technology

adhesive technology to address platform that sets new

the challenge of high noise standard for hot melts

levels in flexible packaging performance and supply

produced with lngeo PlA surpassing that of metallocene

based laminations based packaging adhesives

FISCAL 2011 HIGHLIGHTS DECEMBER2010 JANUARY FEBRUARY MARCH APRIL

Created global center of

eocellence for the Window and

Solar markets at HR Fullers

global headquarters in

Minnesota U.S to facilitate the

delivery of innovative and value-

added products to market at

fast pace

Launched Full-Care

adhesives portfolio
of high

performance hot melts for

nonwoven applications such

as construction elastic core

positioning textile backsheets

and specialty hygiene

products

lngeo is registered trademark for NatureWorks LLC
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increased volumes substantially in China in 2011 We also continued

to invest for growth in emerging markets with construction of our new

manufacturing facility
in Pune India which was nearly completed at

the end of fiscal 2011 As in other emerging geographies we saw

significant sales and volume growth in India in 2011 and our new

facility will bring H.B Fuller closer to our customers in the worlds

fastest growing population where changing lifestyles are driving

growth in markets like diaper manufacturing

EMPOWERING Our employees are passionate

_____ EMPLOYEES abou Fufler They believe in

participate in our success .. today tomorrow and long into the

future fiB Fuller was named one of the top organizations to work for

in Minnesota alongside companies like General Mills and Mayo Clinic

We also received global Ethicslnside certification from the

Ethisphere Institute for maintaining the highest standards for ethics

citizenship corporate responsibility and governance

Our success in 2011 is direct result of our employees commitment

to performance am very proud of all our employees throughout the

world who consistently demonstrate their commitment to our success

and who worked collaboratively to advance H.B Fuller in 2011 thank

them for their efforts and performance

RESULTS DELIVERING OUR COMMITMENTS

Our continued focus on customers and innovation enabled us to

deliver another year of record growth in 2011 We grew net revenue

15 percent to $1.56 billion Of that growth over 11 percent was

organic Segment operating income was up 24 percent Here is

closer look at how we performed

We maintained our focus on delivering for customers around the

world and our growth came from every part of the company with the

Latin America region leading the way with nearly 14 percent organic

growth Although economic conditions have softened
slightly our

teams continued implementing positive pricing actions and

maintained market share in key market segments

The Asia Pacific region grew by more than 28 percent of which

12 percent was organic and was evenly split between price realization

and volume growth in our core markets Strong growth in the northern

portion of the region was more than enough to offset the soft

economic conditions in the south

EIMEA delivered nearly 12 percent organic growth On an adjusted

basis when removing the impact of the businesses we exited last

year organic growth was nearly 18 percent due mainly to price

realization and positive volume gains These results occurred despite

soft industrial production across the region

H.B Fuller is

named to

Minnesotas Top

Workplaces by

the Star Tribune

Began

implementation

of European

Transformation

program

Announced partnership

with Graco Inc to provide

specialized fluid handling

equipment that will pump

process and dispense

H.B Fullers Liquamelt

adhesive

Launched Flextra Fast

solventless laminating

adhesive for high performance

flexible packaging ranging

from snack pouches to

difficult
boil-in-bag

applications

Eighteen-year global

adhesives industry

veteran Joan Schuller

joins the companys

executive committee as

vice president Asia

Pacific

JUNE JULY SEPTEMBER OCTOBER NOVEMBER DECEMBER

Introduced H.B Fullers

strategic growth and

profitability plan at our

Analyst and Investor Day in

New York NY

Received certification from

NSF International for

H.B Fullers two part urethane

adhesive for spiral wound

membrane bonding for reverse

osmosis filtration This

certification adds to H.B Fullers

NSF certification of two of its

potting compounds for hollow

fiber water filtration

Fiscal 2012 Announced

agreement to purchase

the industrial adhesives

business of Forbo Group

further solidifying

H.B Fullers leadership in

the global adhesives

industry The transaction

is expected close in

March 2012
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In North America we grew organically by nearly 10 percent Volume

and pricing actions drove the growth in the Adhesives segment while

new product launches in addition to geographical expansion with

existing customers drove percent volume improvement in the

Construction Products segment

Our adjusted diluted earnings per share grew for third straight year

increasing 19 percent from $1.60 in 2010 to $1.90 in 2011

Our dividend payment to shareholders was increased for the 42nd

consecutive year This years increase was percent and aligned with

our new dividend policy to return between 20 and 25 percent of the

average of the
prior

three years net income to shareholders

Additional detail on our financial results is available elsewhere in this

report in Form 10-K

2012 ACCELERATING GROWTH

To sustain H.B Fullers growth in the long-term we have implemented

rigorous process tools and sharpened our focus on targeted growth

markets We have selected those markets where we know H.B Fuller

has the technical expertise strong commercial capabilities and the

best chance for success The three markets where we plan to grow

differentially are hygiene packaging and durable assembly Today

these three segments make up over 60 percent of the company and

we plan to grow in these segments at compounded rate of over

percent over the next four years while continuing to grow at lower

rate in the other segments of H.B Fullers business

H.B Fuller is solid company and we are headed in the right

direction We have sound strategy and an experienced outstanding

team that is prepared to grow our business profitably They will

execute with
rigor

and speed in order to deliver higher rates of return

for our shareholders To that end we have three main priorities

Grow organically Weve targeted our growth efforts on the specific

segments where we see opportunity and know we can win We are

investing in our technical and sales expertise to increase our market

share and win business in the short-term and long-term By targeting

the right applications and customers and by working with the winners

either as customers or supporting suppliers we will gain market share

and achieve our goal of 5-8 percent organic growth annually

Manage margins Our focus on growth cannot come at the expense of

profitability Driving complexity from our business particularly
in the

EIMEA region will provide significant benefits Training customer focus

pricing programs and upgrading our procurement capability on global

scale will enable us to extract the value we are delivering to our

customers around the world We have developed specific plans in each

region that will enable us to achieve our 2015 corporate goal of 15

percent EBITDA margin

Leverage our investments We will continue to invest in our growth

including making acquisitions where and when they support our strategy

Most notably we have reached an agreement with Forbo Group to

purchase the industrial adhesives portion of the Forbo Bonding Systems

business With this acquisition H.B Fuller is taking further step forward

in
realizing our strategic plans to accelerate organic growth and improve

EBITDA margins It will transform H.B Fuller into more formidable force

in the adhesives industry and it will enable us to offer additional

opportunities for our customers shareholders communities and

employees The planned transaction is expected to close as soon as March

2012 at which time we will begin to capture the value of this transaction

and make the combined H.B Fuller an efficient well-run organization

As we begin new fiscal year we will capitalize on the momentum

weve built over the past few years We have demonstrated our

willingness to make bold moves by investing in technology people and

geographic expansion And we continue to grow despite the

challenging environment in which weve been operating

believe that 2012 will be an exciting year for H.B Fuller one filled

with promise of great things to come We have solid plan in place

and team that is building strong track record of success In 2012

we will continue to build on our recent successes executing our plan

and continuing to grow as we deliver value to you our shareholders

Thank you for your continued support

/m Owens

President and Chief Executive Officer

H.B Fuller Company

Regulation The information presented in this report regarding segment operating income earnings before interest taxes depreciation and amontizatien EBITDA net income attributable to PB Fuller pen diluted share occluding

the effects of goodwill special charges and other non-cash impainmenf charges and ROIC does not conform to generally accepted accounting principles IGAAP and should out be construed as an alternatiue to the reported results

detenmined in accordance with GMP Managemeot has included this nonGA.AP intormat ion to assist in understanding the operating performance of the company and its operating segments and in understanding the comparability

of results in light of the items identitied in this report The non-AMP intormation pnovided may not be consistent with the methodologies used by other companies All non-AMP information is reconciled with reported GAAP results

The iquamelt Flextra Electra Quiet Electra Fast Full-Care and Aduantra Encore trademarks are owned by A.B Fuller Company

Ethicslnside is registered trademark of Corpedia Corporation

logeo isa registered trademark for NataneWorks LIC
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PART

Item Business

H.B Fuller Company was founded in 1887 and incorporated as Minnesota corporation in 1915 Our stock is

traded on the New York Stock Exchange NYSE under the ticker symbol FUL As used herein H.B Fuller

we us our management or company includes H.B Fuller and its subsidiaries unless otherwise

indicated

We are leading worldwide formulator manufacturer and marketer of adhesives sealants paints and other

specialty chemical products Sales operations span 40 countries in North America Europe Latin America the

Asia Pacific region India the Middle East and Africa Industrial adhesives represent our core product offering

As percent of total net revenue adhesives revenue was 84 percent for both 2011 and 2010 and 82 percent for

2009 Customers use our adhesives products in manufacturing common consumer goods including food and

beverage containers disposable diapers windows doors flooring appliances sportswear footwear and multi-

wall bags We also provide adhesives for variety of industrial applications such as water filtration products

insulation and textiles Our adhesives help improve the performance of our customers products or improve their

manufacturing processes We also provide our customers with technical support and unique solutions designed to

address their specific needs We have established variety of product offerings for residential construction

markets such as tile-setting adhesives grout sealants and related products These products are sold primarily in

our Construction Products operating segment Our Latin America Paint operating segment manufactures and sells

liquid paint and related products primarily in Central America

Our business is reported in six operating segments North America Adhesives Construction Products EIMEA

Europe India Middle East and Africa Latin America Adhesives Latin America Paints and Asia Pacific As

percentage of total net revenue by operating segment North America Adhesives was 32 percent Construction

Products percent EIMEA 30 percent Latin America Adhesives percent Latin America Paints percent and

Asia Pacific 13 percent

Operating Segment Information

Our North America Adhesives EIMEA Latin America Adhesives and Asia Pacific operating segments produce

and supply industrial adhesives products for applications in various markets including assembly appliances

filters construction etc packaging food and beverage containers flexible packaging consumer goods

package integrity and re-enforcement durable and non-durable goods etc converting corrugation tape and

label paper converting envelopes books multi-wall bags and sacks nonwoven and hygiene disposable

diapers feminine care medical garments tissue and towel performance wood windows doors wood flooring

and textile footwear sportswear etc.

The North America Adhesives operating segment includes full range of specialty adhesives such as

thermoplastic thennoset reactive water-based and solvent-based products Sales are made primarily through

direct sales force with smaller portion of sales through distributors

The Construction Products operating segment includes products used for tile setting adhesives grouts mortars

sealers levelers etc heating ventilation and air conditioning and insulation applications duct sealants weather

barriers and fungicidal coatings block fillers etc. Construction product sales are made through direct sales

force distributors and retailers

The EIMEA operating segment is comprised of an adhesives component with the same range
of products as the

North America Adhesives operating segment EIMEA adhesives sales are made through both direct sales force

and distributors

The Latin America Adhesives operating segment is similar to that of the North America Adhesives operating

segment and sales are made primarily through direct sales force



The Latin America Paints operating segment has leading market position in Central America under the

Glidden and Protecto brands Paint sales for residential and commercial applications architectural marine

highway safety etc are made primarily through distributors and our network of retail stores located throughout

Central America

The Asia Pacific operating segment is similar to that of the North America Adhesives operating segment with

one exception The Asia Pacific operating segment also includes caulks and sealants for the consumer market

sold through retailers Other adhesives sales are made through direct sales force and distributors

Financial information with respect to our operating segments and geographic areas is set forth in Note 14 to the

Consolidated Financial Statements

Non-U.S Operations

The principal markets products and methods of distribution outside the United States vary with each of our

regional operations generally maintaining integrated business units that contain dedicated supplier networks

manufacturing logistics and sales organizations The vast majority of the products sold within any region are

produced within the region and the respective regions do not import significant amounts of product from other

regions At the end of 2011 we had sales offices and manufacturing plants in 18 countries outside the United

States and satellite sales offices in another 19 countries

We have adopted policies and processes and conduct employee training all of which are intended to ensure

compliance with various economic sanctions and export controls including the regulations of the U.S Treasury

Departments Office of Foreign Assets Control OFAC We do not conduct any business in countries that are

subject to U.S economic sanctions such as Cuba Iran North Korea Sudan and Syria whether through

subsidiaries joint ventures or other direct or indirect arrangements nor do we have any assets employees or

operations in these countries

Competition

Many of our markets are highly competitive and we maintain healthy position due to our adhesives sealants

and specialty chemical portfolio Within the adhesives and other specialty chemical markets we believe few

suppliers have comparable global reach and corresponding ability to deliver quality and consistency to

multinational customers Our competition is made up of two types of companies similarmultinational suppliers

and regional suppliers that typically compete in only one region and often within narrow geographic area within

region The multinational competitors typically maintain broad product offering and range of technology

while regional companies tend to have limited product ranges and technology

Principal competitive factors in the sale of adhesives and other specialty chemicals are product performance

supply assurance technical service quality price and customer service

Customers

We have cultivated strong integrated relationships with diverse set of customers worldwide Our customers are

among the technology and market leaders in consumer goods construction and industrial markets We pride

ourselves on long-term collaborative customer relationships and diverse portfolio of customers in which no

single client accounted for more than 10 percent of consolidated net revenue

Our leading customers include manufacturers of food and beverages hygiene products clothing major

appliances filters construction materials wood flooring furniture cabinetry windows doors tissue and towel

corrugation tube winding packaging labels and tapes

Our products are delivered to customers primarily from our manufacturing plants with additional deliveries

made through distributors and retailers



Backlog

No significant backlog of unfilled orders existed at December 2011 or November 27 2010

Raw Materials

We use several principal raw materials in our manufacturing processes including tackifying resins polymers

synthetic rubbers vinyl acetate monomer and plasticizers We generally avoid sole source supplier arrangements

for raw materials

The majority of our raw materials are petroleum/natural gas based derivatives Under normal conditions raw

materials are available on the open market Prices and availability are subject to supply and demand market

mechanisms Higher crude oil and natural gas costs usually result in higher prices for raw materials however in

tight markets as was indicative of 2011 supply and demand balances also had significant impact

Patents Trademarks and Licenses

Much of the technology we use in our manufacturing processes is available in the public domain For technology

not available in the public domain we rely on trade secrets and patents when appropriate to protect our

competitive position We also license some patented technology from other sources Our business is not

materially dependent upon licenses or similar rights or on any single patent or group of related patents

We enter into agreements with many employees to protect rights to technology and intellectual property

Confidentiality commitments also are routinely obtained from customers suppliers and others to safeguard

proprietary information

We own numerous trademarks and service marks in various countries Trademarks such as H.B Fuller

Advantra Adalis Sesame Protecto TEC Plasticola Color Caulk Amco Tool AIMfM Rakoll

Rapidex Full-CareTM Liquamelt and TilePerfect are important in marketing products Many of our

trademarks and service marks are registered U.S trademark registrations are for term of ten years and are

renewable every ten years as long as the trademarks are used in the regular course of trade We also license the

Glidden trademark for use in our Latin America paints business

Research and Development

Our investment in research and development creates new and innovative adhesive technology platforms

enhances product performance ensures competitive cost structure and leverages available raw materials New

product development is key research and development outcome providing higher-value solutions to existing

customers or meeting new customers needs Projects are developed in local laboratories in the region who

understand their customer base the best Platform developments are coordinated globally through our network of

laboratories

Through designing and developing new polymers and new formulations we will continue to grow in our current

markets We also develop new applications for existing products and technologies and improve manufacturing

processes to enhance productivity and product quality Research and development efforts are closely aligned to

customer needs but we do not engage in customer sponsored activities We foster open innovation seek

supplier-driven new technology and use relationships with academic and other institutions to enhance our

capabilities

Research and development expenses were $20.9 million $19.3 million and $17.0 million in 2011 2010 and

2009 respectively Research and development costs are included in selling general and administrative expenses



Environmental Health and Safety

We comply with applicable regulations relating to environmental protection and workers safety This includes

regular review of and upgrades to environmental policies practices and procedures as well as improved

production methods to minimize our facilities outgoing waste based on evolving societal standards and

increased environmental understanding

Environmental expenditures to comply with environmental regulations over the next two years are estimated to

be approximately $5.3 million including approximately $1.3 million of capital expenditures See additional

disclosure under Item Legal Proceedings

Seasonality

Our North America Adhesives Construction Products and EIMEA operating segments have historically had

lower net revenue in winter months which is primarily our first fiscal quarter partially due to the seasonal

decline in construction activities There also are many international holidays in our first quarter reducing

available shipping days

Employees

Approximately 3500 individuals were employed on December 2011 of which approximately 1100 were in

the United States



Executive Officers of the Registrant

The following table shows the name age and business experience for the past five years
of the executive officers

as of January 12 2012 Unless otherwise noted the positions described are positions with the company or its

subsidiaries

Name Age Positions Period Served

James Owens 47 President and Chief Executive Officer November 2010-Present

Senior Vice President Americas January 2010-November 2010

Senior Vice President North America September 2008-January 2010

Senior Vice President Henkel Corporation

global manufacturer of adhesives sealants

and surface treatments April 2008-August 2008

Corporate Vice President and General

Manager National Starch Chemical

Company Adhesives Division

manufacturer of adhesives sealants

specialty synthetic polymers and industrial

starches December 2004-April 2008

James Giertz 54 Senior Vice President Chief Financial Officer March 2008-Present

Senior Managing Director Chief Financial

Officer GMAC ResCap real estate finance

company 2006-2007

Kevin Gilligan 45 Vice President Global Supply Chain December 2011-Present

Vice President Asia Pacific March 2007-November 2011

Group Vice President General Manager H.B

Fuller Window December 2004-March 2007

Traci Jensen 45 Vice President Americas Adhesives November 2011-Present

Vice President North America 2010-2011

President and General Manager Global Adalis 2009-2010

European Business Director Packaging and

Converting Adhesives National Starch

Chemical Company 2006-2008

Timothy Keenan 54 Vice President General Counsel and

Corporate Secretary December 2006-Present

Steven Kenny 50 Senior Vice President Europe India Middle

East and Africa EIMEA October 2009-Present

President Specialty Packaging Division

Pregis Corporation international

manufacturer marketer and supplier of

protective packaging products and specialty

packaging solutions August 2008-September 2009

Corporate Vice President and General

Manager Europe Middle East and Africa

National Starch Chemical Company

Adhesives Division 2005-2008

James McCreary Jr 55 Vice President Corporate Controller February 2008-Present

Interim Chief Financial Officer Vice President

and Corporate Controller February 2007-February 2008

Vice President Corporate Controller November 2000-February 2007



Name Age Positions Period Served

Ann Parriott 53 Vice President Human Resources January 2006-Present

Joan Schuller 39 Vice President Asia Pacific December 2011-Present

Vice President and General Manager Dow

Coating Materials North America

specialty chemical advanced materials

agrosciences and plastics business 2009-2011

Vice President and General Manager

Adhesives and Functional Polymers Asia

Pacific Rohm and Haas Company global

manufacturer of specialty chemicals 2004-2008

Barry Snyder 49 Vice President Chief Technology Officer October 2008-Present

Global Technology Director Celanese

Corporation global manufacturer of

chemicals for consumer and industrial

applications 2007-October 2008

Patrick Trippel 52 Senior Vice President Construction Materials April 2011-Present

Senior Vice President and General Manager
Global General Industries Henkel

Corporation global manufacturer of

adhesives sealants and surface treatments 2009-2011

President and General Manager Global

Electronic Materials Henkel Corporation 2002-2009

The Board of Directors elects the executive officers annually

Available Information

For more information about us visit our website at http//www.hbfuller.com

We file annual quarterly and current reports proxy statements and other information with the Securities and

Exchange Commission SEC via EDGAR Our SEC filings are available free of charge to the public at our

website as soon as reasonably practicable after they have been filed with or furnished to the SEC

Item 1A Risk Factors

As global manufacturer of adhesives sealants paints and other specialty chemical products we operate in

business environment that is subject to various risks and uncertainties Below are the most significant factors that

could adversely affect our business financial condition and results of operations

Adverse conditions in the global economy could negatively impact our customers and therefore our

financial results

An economic downturn in the businesses or geographic areas in which we sell our products could reduce demand

for these products and result in decrease in sales volume that could have negative impact on our results of

operations Product demand often depends on end-use markets Economic conditions that reduce consumer

confidence or discretionary spending may reduce product demand Challenging economic conditions may also

impair the ability of customers to pay for products they have purchased and as result our reserves for doubtful

accounts and write-offs of accounts receivable may increase



Increases in prices and declines in the availability of raw materials could negatively impact our financial

results

Raw materials needed to manufacture products are obtained from number of suppliers and many of the raw

materials are petroleum-based derivatives minerals and metals Under normal market conditions these raw

materials are generally available on the open market from variety of producers While alternate supplies of

most key raw materials are available supplier production outages may lead to strained supply-demand situations

for certain raw materials The substitution of key raw materials requires us to identify new supply sources

reformulate retest and may require seeking re-approval from our customers using those products From time to

time the prices and availability of these raw materials may fluctuate which could impair our ability to procure

necessary materials or increase the cost of manufacturing products If the prices of raw materials increase in

short period of time we may be unable to pass these increases on to our customers in timely manner and could

experience reductions to our profit margins

Uncertainties in foreign political and economic conditions and fluctuations in foreign currency may

adversely affect our results

Approximately 61 percent or $944 million of our net revenue was generated outside the United States in 2011

International operations could be adversely affected by changes in political and economic conditions trade

protection measures restrictions on repatriation of earnings differing intellectual property rights and changes in

regulatory requirements that restrict the sales of products or increase costs Also fluctuations in exchange rates

between the U.S dollar and other currencies could potentially result in increases or decreases in earnings and

may adversely affect the value of our assets outside the United States Although we utilize risk management

tools including hedging as appropriate to mitigate market fluctuations in foreign currencies any changes in

strategy in regard to risk management tools can also affect sales revenue expenses and results of operations and

there can be no assurance that such measures will result in cost savings or that all market fluctuation exposure

will be eliminated

We experience substantial competition in each of the operating segments and geographic areas in which

we operate

Our wide variety of products are sold in numerous markets each of which is highly competitive Our competitive

position in markets is in part subject to external factors For example supply and demand for certain of our

products is driven by end-use markets and worldwide capacities which in turn impact demand for and pricing of

our products Many of our direct competitors are part of large multi-national companies and may have more

resources than we do Any increase in competition may result in lost market share or reduced prices which could

result in reduced profit margins This may impair the ability to grow or even to maintain current levels of

revenues and earnings While we have an extensive customer base loss of certain top customers could adversely

affect our financial condition and results of operations until such business is replaced and no assurances can be

made that we would be able to regain or replace any lost customers

Failure to develop new products and protect our intellectual property could negatively impact our future

performance and growth

Ongoing innovation and product development are important factors in our competitiveness Failure to create new

products and generate new ideas could negatively impact our ability to grow and deliver strong financial results

We continually apply for and obtain U.S and foreign patents to protect the results of our research for use in our

operations and licensing We are party to substantial number of patent licenses and other technology

agreements We rely on patents confidentiality agreements and internal security measures to protect our

intellectual property Failure to protect this intellectual property could negatively affect our future performance

and growth



We may be required to record impairment charges on our long-lived assets

Weak demand may cause underutilization of our manufacturing capacity or elimination of product lines contract

terminations or customer shutdowns may force sale or abandonment of facilities and equipment or other events

associated with weak economic conditions or specific product or customer events may require us to record an

impairment on tangible assets such as facilities and equipment as well as intangible assets such as intellectual

property or goodwill which would have negative impact on our financial results

We have lawsuits and claims against us with uncertain outcomes

Our operations from time to time are parties to or targets of lawsuits claims investigations and proceedings

including product liability personal injury asbestos patent and intellectual property commercial contract

environmental antitrust health and safety and employment matters which are handled and defended in the

ordinary course of business The results of any future litigation or settlement of such lawsuits and claims are

inherently unpredictable but such outcomes could be adverse and material in amount See Item Legal

Proceedings for discussion of current litigation

Costs and expenses resulting from compliance with environmental laws and regulations may negatively

impact our operations and financial results

We are subject to numerous environmental laws and regulations that impose various environmental controls on

us or otherwise relate to environmental protection the sale and export of certain chemicals or hazardous

materials and various health and safety matters The costs of complying with these laws and regulations can be

significant and may increase as applicable requirements and their enforcement become more stringent and new

rules are implemented Adverse developments and/or periodic settlements could negatively impact our results of

operations and cash flows See Item Legal Proceedings for discussion of current environmental matters

Distressed financial markets may result in dramatic deflation of asset valuations and general disruption

in capital markets

Adverse equity market conditions and volatility in the credit markets could have negative impact on the value

of our pension trust assets and our future estimated pension liabilities and other post-retirement benefit plans In

addition we could be required to provide increased pension plan funding As result our financial results could

be negatively impacted Reduced access to capital markets may affect our ability to invest in strategic growth

initiatives such as acquisitions In addition the reduced credit availability could limit our customers ability to

invest in their businesses refinance maturing debt obligations or meet their ongoing working capital needs If

these customers do not have sufficient access to the financial markets demand for our products may decline

The inability to make or effectively integrate acquisitions may affect our results

As part of our growth strategy we intend to pursue acquisitions of complementary businesses or products and

joint ventures The ability to grow through acquisitions or joint ventures depends upon our ability to identify

negotiate complete and integrate suitable acquisitions or joint venture arrangements If we fail to successfully

integrate acquisitions into our existing business our results of operations and cash flows could be adversely

affected

Catastrophic events could disrupt our operations or the operations of our suppliers or customers having

negative impact on our financial results

Unexpected events including natural disasters and severe weather events fires or explosions at our facilities or

those of our suppliers acts of war or terrorism supply disruptions or breaches of security of our information

technology systems could increase the cost of doing business or otherwise harm our operations our customers

and our suppliers Such events could reduce demand for our products or make it difficult or impossible for us to

receive raw materials from suppliers and deliver products to our customers
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The inability to attract and retain qualified personnel could adversely impact our business

Sustaining and growing our business depends on the recruitment development and retention of qualified

employees The inability to recruit and retain key personnel or the unexpected loss of key personnel may

adversely affect our operations

The pending acquisition of the global industrial adhesives business of Forbo Group may present certain

risks to our business and operations both before and after completion of the acquisition

On December 21 2011 we entered into Master Purchase Agreement to acquire Forbos global industrial

adhesives business the target business We or our designated subsidiaries will purchase Forbos subsidiaries

that operate the business and will directly purchase certain assets used in the business that are not owned by such

subsidiaries We will pay Forbo 370 million Swiss Francs or approximately $394 million to purchase the

business on cash-free and debt-free basis The purchase price will be paid in cash at closing We have

committed bridge financing in place to complete the transaction and intend to arrange permanent financing

through private placement and syndicated bank loan markets prior to closing

Our board of directors and Forbos board of directors have separately approved the acquisition subject to

customary closing conditions including the absence of material adverse change to the business and regulatory

approvals The transaction is expected to close as soon as March 2012

This pending acquisition presents certain risks to our business and operations prior to the closing of the

acquisition including among other things risks that

the acquisition is subject to the expiration or termination of waiting periods and receipt of clearances or

approvals from various regulatory authorities which may impose conditions that could have an adverse

effect on us or if not obtained could prevent completion of the acquisition

any delay in completing the acquisition will delay the realization of the benefits expected to be achieved

thereafter

any delay in completing the acquisition could adversely affect the future business and operations of the

target business

uncertainties associated with the acquisition may cause loss of management personnel and other key

employees which could adversely affect the future business and operations of the target business

we may encounter difficulty or high costs associated with securing permanent financing

if the acquisition is not completed by October 2012 we or Forbo may choose not to proceed with the

acquisition

In addition certain risks will continue to exist after the closing of the acquisition including among other things

risks that

the mix of markets served and business operations of Forbo differ somewhat from our markets and our

business operations and the combined business will have different business mix than our business

prior to the acquisition presenting different operational risks and challenges

we may be unable to integrate successfully the business of Forbo and realize the anticipated benefits of

the merger

we will have substantial indebtedness following the acquisition and our future credit ratings or our

subsidiaries credit ratings may be different from what we currently expect

the acquisition integration may involve unexpected costs unexpected liabilities or unexpected delays

our business may suffer as result of uncertainty surrounding the acquisition and disruptions from the

acquisition may harm relationships with customers suppliers and employees

11



evaluation of and estimation of potential losses arising from lawsuits claims contingencies and legal

proceedings could prove to be inaccurate

Item lB Unresolved Staff Comments

None
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Item Properties

Principal executive offices and central research facilities are located in the St Paul Minnesota area These

facilities are company-owned and contain 247630 square feet Manufacturing operations are carried out at 16

plants located throughout the United States and at 19 plants located in 17 other countries In addition numerous

sales and service offices are located throughout the world We believe that the properties owned or leased are

suitable and adequate for our business Operating capacity varies by product line but additional production

capacity is available for most product lines by increasing the number of shifts worked The following is list of

our manufacturing plants as of December 2011 each of the listed properties is owned by us unless otherwise

specified

North America Adhesives

California Roseville

Georgia Covington

Tucker

Kentucky Paducah

Michigan Grand Rapids

Minnesota Fridley

Vadnais Heights

Ohio Blue Ash

Texas Mesquite

Washington Vancouver

Construction Products

Florida Gainesville

Georgia Dalton

Illinois Aurora

Palatine

New Jersey Edison

Texas Houston

North America Total

Idle Property

82202

73500

69000

252500

65689

15850

53145

102000

25000

35768

6800

72000

149000

55000

9780

11000

1078234

Region

Asia Pacific

Australia Dandenong South VIC

Republic of China Huangpu

Guangzhou

Nanjing

Malaysia Selongor

Philippines Laguna

Austria Wels1

Egypt 6th of October City

Germany Lueneburg

Nienburg

Italy Borgolavezzaro

Portugal Mindelo

United Kingdom Dukinfield

Latin America

Latin America Adhesives

Argentina Buenos Aires

Brazil Sorocaba SP2

Chile Maipu Santiago

Colombia Itagui Antioquia

Costa Rica Alajuela

Latin America Paints

Costa Rica Alto de Ochomogo

Cartago

Honduras San Pedro Sula

Republic of Panama Tocumen

Panama

Latin America Total

66500

8525

64249

139248

24219

90193

17465

410399

10367

7535

64099

7800

4993

167199

23346

30588

315927

Region

North America

Manufacturing

Sq Ft

Manufacturing

Sq Ft

71280

68380

8611

52640

10759

211670Asia Pacific Total

EIMEA

EIMEA Total

Leased Property
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Item Legal Proceedings

Environmental Matters From time to time we are identified as potentially responsible party PRP under

the Comprehensive Environmental Response Compensation and Liability Act CERCLA and/or similar state

laws that impose liability for costs relating to the clean up of contamination resulting from past spills disposal or

other release of hazardous substances We are also subject to similar laws in some of the countries where current

and former facilities are located Our environmental health and safety department monitors compliance with

applicable laws on global basis

Currently we are involved in various environmental investigations clean up activities and administrative

proceedings and lawsuits In particular we are currently deemed PRP in conjunction with numerous other

parties in number of government enforcement actions associated with hazardous waste sites As PRP we may
be required to pay share of the costs of investigation and clean up of these sites In addition we are engaged in

environmental remediation and monitoring efforts at number of current and former operating facilities

including remediation of environmental contamination at our Sorocaba Brazil facility Soil and water samples

were collected on and around the Sorocaba facility and test results indicated that certain contaminants including

carbon tetrachloride and other solvents exist in the soil and in the groundwater at both the Sorocaba facility and

some neighboring properties We are continuing to work with Brazilian regulatory authorities to implement and

operate remediation system at the site As of December 2011 $1.1 million was recorded as liability for

expected remediation
expenses remaining for this site Depending on the results of the testing of our current

remediation actions we may be required to record additional liabilities related to remediation costs at the

Sorocaba facility

From time to time we become aware of compliance matters relating to or receive notices from federal state or

local entities regarding possible or alleged violations of environmental health or safety laws and regulations We

review the circumstances of each individual site considering the number of parties involved the level of

potential liability or contribution of us relative to the other parties the nature and magnitude of the hazardous

substances involved the method and extent of remediation the estimated legal and consulting expense with

respect to each site and the time period over which any costs would likely be incurred To the extent we can

reasonably estimate the amount of our probable liabilities for environmental matters we establish financial

provision As of December 2011 we had reserved $2.1 million which represents our best estimate of probable

liabilities with respect to environmental matters inclusive of the accrual related to the Sorocaba facility as

described above However the full extent of our future liability for environmental matters is difficult to predict

because of uncertainty as to the cost of investigation and clean up of the sites our responsibility for such

hazardous substances and the number of and financial condition of other potentially responsible parties

While uncertainties exist with respect to the amounts and timing of the ultimate environmental liabilities based

on currently available information we do not believe that these matters individually or in aggregate will have

material adverse effect on our long-term financial condition However adverse developments and/or periodic

settlements could negatively impact the results of operations or cash flows in one or more future periods

Other Legal Proceedings From time to time and in the ordinary course of business we are party to or

target of lawsuits claims investigations and proceedings including product liability personal injury contract

patent and intellectual property health and safety and employment matters While we are unable to predict the

outcome of these matters we do not believe based upon currently available information that the ultimate

resolution of any pending matter individually or in aggregate including the asbestos litigation described in the

following paragraphs will have material adverse effect on our long-term financial condition However adverse

developments and/or periodic settlements could negatively impact the results of operations or cash flows in one

or more future periods

We have been named as defendant in lawsuits in which plaintiffs have alleged injury due to products containing

asbestos manufactured more than 25 years ago The plaintiffs generally bring these lawsuits against multiple

defendants and seek damages both actual and punitive in very large amounts In many cases plaintiffs are
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unable to demonstrate that they have suffered any compensable injuries or that the injuries suffered were the

result of exposure to products manufactured by us We are typically dismissed as defendant in such cases

without payment If the plaintiff presents evidence indicating that compensable injury occurred as result of

exposure to our products the case is generally settled br an amount that reflects the seriousness of the injury the

length intensity and character of exposure to products containing asbestos the number and solvency of other

defendants in the case and the jurisdiction in which the case has been brought

significant portion of the defense costs and settlements in asbestos-related litigation continues to be paid by

third parties including indemnification pursuant to the provisions of 1976 agreement under which we acquired

business from third party Historically this third party routinely defended all cases tendered to it and paid

settlement amounts resulting from those cases In the 990s the third party sporadically reserved its rights but

continued to defend and settle all asbestos-related claims tendered to it by us In 2002 the third party rejected the

tender of certain cases and indicated it would seek contributions for past defense costs settlements and

judgments However this third party is defending and paying settlement amounts under reservation of rights

in most of the asbestos cases tendered to the third party As discussed below in 2007 we and group
of other

defendants including the third party obligated to indemnify us against certain asbestos-related claims entered

into negotiations with certain law firms to settle number of asbestos-related lawsuits and claims

In addition to the indemnification arrangements with third parties we have insurance policies that generally

provide coverage for asbestos liabilities including defense costs Historically insurers have paid significant

portion of our defense costs and settlements in asbestos-related litigation However certain of our insurers are

insolvent We have entered into cost-sharing agreements with our insurers that provide for the allocation of

defense costs and in some cases settlements and judgments in asbestos-related lawsuits Under these

agreements we are required in some cases to fund share of settlements and judgments allocable to years
in

which the responsible insurer is insolvent In addition to delineate our rights under certain insurance policies in

October 2009 we commenced declaratory judgment action against one of our insurers in the United States

District Court for the District of Minnesota Additional insurers have been brought into the action to address

issues related to the
scope

of their coverage

As referenced above in 2007 we and group of other defendants entered into negotiations with certain law

firms to settle number of asbestos-related lawsuits and claims over period of years In total we had expected

to contribute up to $4.1 million based on present value calculation towards the settlement amounts to be paid

to the claimants in exchange for full releases of claims Of this amount our insurers had committed to pay $2.0

million based on the probable liability of $4.1 million Our contributions toward settlements from the time of the

agreement through the end of fiscal year 2010 were $1.7 million with insurers paying $0.9 million of that

amount Based on this experience we reduced our reserves to an undiscounted amount of $0.8 million with

insurers expected to pay $0.5 million During 2011 we contributed another $0.6 million toward settlements with

insurers paying $0.4 million of that amount This reduced our reserves for this agreement to $0.3 million with an

insurance receivable of $0.2 million as of December 2011 These amounts represent our best estimate for the

settlement amounts yet to be paid related to this agreement Our reserve is recorded on an undiscounted basis

In addition to the group settlement referenced above summary of the number of and settlement amounts for

asbestos-related lawsuits and claims is as follows

Year Ended Year Ended Year Ended

December November 27 November 28
in millions 2011 2010 2009

Lawsuits and claims settled

Settlements reached $0.5 $0.5 $0.8

Insurance payments received or expected to be

received $0.4 $0.4 $0.6
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We do not believe that it would be meaningful to disclose the aggregate number of asbestos-related lawsuits filed

against us because relatively few of these lawsuits are known to involve
exposure to asbestos-containing products

that we manufactured Rather we believe it is more meaningful to disclose the number of lawsuits that are settled

and result in payment to the plaintiff

To the extent we can reasonably estimate the amount of our probable liabilities for pending asbestos-related

claims we establish financial provision and corresponding receivable for insurance recoveries As of

December 2011 our probable liabilities and insurance recoveries related to asbestos claims were $0.4 million

and $0.3 million respectively We have concluded that it is not possible to reasonably estimate the cost of

disposing of other asbestos-related claims including claims that might be filed in the future due to our inability

to project future events Future variables include the number of claims filed or dismissed proof of exposure to

our products seriousness of the alleged injury the number and solvency of other defendants in each case the

jurisdiction in which the case is brought the cost of disposing of such claims the uncertainty of asbestos

litigation insurance
coverage

and indemnification agreement issues and the continuing solvency of certain

insurance companies

Based on currently available information we do not believe that asbestos-related litigation individually or in

aggregate will have material adverse effect on our long-term financial condition However adverse

developments and/or periodic settlements in such litigation could negatively impact the results of operations or

cash flows in one or more future quarters

In addition to product liability claims discussed above we are involved in other claims or legal proceedings

related to our products which we believe are not out of the ordinary in business of the type and size in which

we are engaged

Item Removed and Reserved
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Part II

Item Market for Registrants Common Equity Related Stockholder Matters and Issuer Purchases of

Equity Securities

Our common stock is traded on the New York Stock Exchange under the symbol FUL As of January 12 2012

there were 2316 common shareholders of record for our common stock The following table shows the high and

low sales price per
share of our stock and the dividends declared for the fiscal quarters

High and Low Sales Price
Dividends

2011 2010 Per Share

High Low High Low 2011 2010

First quarter $23.75 $19.67 $24.66 $19.25 $0.070 $0.068

Secondquarter 22.11 19.61 24.56 19.85 0.075 0.070

Third quarter
25.41 19.41 22.94 18.47 0.075 0.070

Fourth quarter
23.50 16.92 21.67 18.77 0.075 0.070

There are no significant contractual restrictions on our ability to declare or pay dividends We currently expect

that comparable dividends on our common stock will continue to be paid in the future

Issuer Purchases of Equity Securities

Information on our purchases of equity securities during the fourth quarter of 2011 follows

Total Number of Maximum
Shares Approximate Dollar

Purchased as Value of Shares that

Total Part of may yet be

Number of Average Publicly Purchased Under the

Shares Price Paid Announced Plan Plan or Program

Period Purchased per Share or Program thousands

August 28 2011 October 2011 $92509

October 2011 October 29 2011 $92509

October 30 2011 December 2011 17035 $22.40 $92509

The total number of shares purchased includes shares purchased under the 2010 share repurchase plan see Note to the

Consolidated Financial Statements for more information and ii shares withheld to satisfy the employees withholding taxes upon

vesting of restricted stock There were no shares purchased in the fourth quarter of 2011 under the 2010 share repurchase plan

Upon vesting of restricted stock awarded to employees shares are withheld to cover the employees withholding

taxes
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Total Shareholder Return Graph

The line graph below compares the cumulative total shareholder return on our common stock for the last five

fiscal years with cumulative total return on the SP SmallCap 600 Index and Dow Jones U.S Specialty

Chemicals Index This graph assumes $100 investment in each of H.B Fuller the SP SmallCap 600 Index and

the Dow Jones U.S Specialty Chemicals Index at the close of trading on December 2006 and also assumes the

reinvestment of all dividends

.H Fuller Company SP SmallCap 600 Index Dow Jones US Specialty Chemicals Index

Item Selected Financial Data

Fiscal Years

2008 includes after tax charges of $54.3 million related to the write-off of goodwill in our Construction Products operating segment and

other impairment charges

Book value is calculated by dividing total H.B Fuller stockholders equity by the number of common stock shares outstanding as of our

fiscal year end

All amounts have been adjusted for removal of discontinued operations

$250

Comparison of Cumulative FIve Year Total Return

12102106 12101107 11/29/08 11/2809 11/27/10 12103l1

Dollars in thousands except per share amounts 2011

$1557552

89105

5.7

$1227709

2010

$1356161

70877

5.2

$1153457

2009

$1234659

83654

6.8

$1100445

2008

$1391554

18889

1.4

$1081328

2007

$1400258

101144

7.2

$1364602

Net revenue

Net income attributable to H.B Fuller

Percent of net revenue

Total assets

Long-term debt excluding current

maturities 179611 200978 162713 204000 137000

Total H.B Fuller stockholders equity ... 705204 631934 591354 53561 798993

Per Common Share

Basic 1.82 1.46 1.73 0.37 1.69

Diluted 1.79 1.43 1.70 0.36 1.66

Dividends declared and paid 0.2950 0.2780 0.2700 0.2625 0.2560

Book value2 14.26 12.85 12.15 11.06 13.91

Numberofemployees 3530 3345 3129 3141 3234
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Item Managements Discussion and Analysis of Financial Condition and Results of Operations

Overview

H.B Fuller Company is global formulator manufacturer and marketer of adhesives and other specialty

chemical products We are managed through six operating segments North America Adhesives Construction

Products EIMEA Europe India Middle East and Africa Latin America Adhesives Latin America Paints and

Asia Pacific

North America Adhesives EIMEA Latin America Adhesives and Asia Pacific operating segments manufacture

and supply adhesives products in the assembly packaging converting nonwoven and hygiene performance

wood flooring textile flexible packaging graphic arts and envelope markets Construction Products operating

segment provides products such as ceramic tile installation products and HVAC sealants Latin America Paints

operating segment manufactures and sells liquid paints primarily in Central American countries

Total Company When reviewing our financial statements it is important to understand how certain external

factors impact us These factors include

Changes in the prices of commodities such as crude oil and natural gas

Global supply and demand of raw materials

Economic growth rates and

Currency exchange rates compared to the U.S dollar

We purchase thousands of raw materials the majority of which are petroleumlnatural gas derivatives With over

75 percent of our cost of sales accounted for by raw materials our financial results are extremely sensitive to

changing costs in this area In addition to the impact from commodity prices the supply and demand of raw

materials also have significant impact on our costs As demand increases in high-growth areas such as the Asia

Pacific region the supply of key raw materials may tighten resulting in certain materials being put on allocation

Natural disasters such as hurricanes also can have an impact as key raw material producers are shut down for

extended periods of time We continually monitor capacity utilization figures market supply and demand

conditions feedstock costs and inventory levels as well as derivative and intermediate prices which affect our

raw materials

In 2011 we generated 39 percent of our net revenue in the U.S and 30 percent in EIMEA The pace of economic

growth in these areas directly impacts certain industries to which we supply products For example adhesives-

related revenues from durable goods customers in areas such as appliances furniture and other woodworking

applications tend to fluctuate with the overall economic activity In business components such as construction

products and insulating glass revenues tend to move with more specific economic indicators such as housing

starts and other construction-related activity

The movement of foreign currency exchange rates as compared to the U.S dollar impacts the translation of the

foreign entities financial statements into U.S dollars As foreign currencies strengthen against the dollar our

revenues and costs increase as the foreign currency-denominated financial statements translate into more dollars

The fluctuations of the Euro against the U.S dollar have the largest impact on our financial results as compared

to all other currencies In 2011 the currency fluctuations had positive impact on net revenue of $36.9 million as

compared to 2010

Key financial results and transactions for 2011 included the following

Net revenue increased 14.9 percent from 2010 primarily driven by 11.4 percent organic sales growth

Every five or six years we have 53rd week in our fiscal year 2011 was 53-week year which

contributed approximately percent to our net revenue
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Gross profit margin decreased to 28.7 percent from 29.3 percent in 2010 and 30.1 percent in 2009

mostly due to the increase in raw material costs

Cash flow generated from operating activities was $102.5 million in 2011 as compared to $74.1 million

in 2010 and $71.4 million in 2009

We repurchased the 20 percent non-controlling interest that Sekisui Chemical held in our China entities

for $8.6 million

We acquired the principal assets and certain liabilities of Liquamelt Corp on April 15 2011 for $6.0

million

The global economic conditions showed little or no improvement in 2011 Our total year organic sales growth

increased 11.4 percent for 2011 compared to 2010 Both our product pricing and sales volume increased in 2011

as compared to 2010 however the increase in raw material costs contributed to decrease in gross profit margin

compared to 2010

In 2011 our diluted earnings per share increased to $1.79 per share from $1.43 per share in 2010 and $1.70 per

share in 2009 The most significant factors affecting 2011 results were the 14.9 percent increase in net revenue

and the continuing increase in raw material costs

We incuned special charges in 2011 of $7.5 million for costs related to the pending acquisition of the global

industrial adhesives business of Forbo Group the EIMEA operating segment transformation project and foreign

exchange option to hedge portion of the acquisition price On an after-tax basis the special charges resulted in

$5.8 million negative impact on net income and negative $0.11 effect on diluted earnings per
share In 2010

we had exit costs and impairment charges to exit our polysulfide-based insulating glass product line which

resulted in pre-tax loss of $11.4 million On an after-tax basis this was negative $8.4 million impact on net

income and $0.17 negative effect on diluted earnings per
share In 2009 we settled lawsuit with the former

owners of the Roanoke Companies Group business we acquired in 2006 The settlement resulted in pre-tax

gain of $18.8 million which was $11.8 million after tax or $0.24 per diluted share In 2011 we continued to invest

to make H.B Fuller stronger company Investments made in 2011 included additional resources in our sales

and technical organizations strengthening our management team the construction of manufacturing facility in

India the acquisition of Liquamelt Corp and the repurchase of the 20 percent holding that Sekisui Chemical held

in our China entities

2012 Outlook

For 2012 we expect to capitalize on the investments we have made and we expect net revenue to continue to

grow The coming quarters may prove to be difficult as economic activity remains uncertain We expect our cost

of raw materials in 2012 to be similar to 2011 Despite the continued high cost of raw materials our gross margin

should improve as we continue to manage pricing actions reformulations and product substitutions We also

expect operating expenses to be leveraged to enhance our operating margin in 2012

Our capital spending plans for 2012 are higher than actual spending in previous years reflecting our confidence

in our business and the opportunities we see to improve the productivity of our business and our prospects for

growth especially in the emerging markets

On December 21 2011 we entered into an agreement to purchase the global industrial adhesives business of

Forbo Group for approximately $394 million In conjunction with the pending acquisition of Forbo we entered

into foreign exchange forward contract to purchase Swiss francs Prior to closing the acquisition transaction we

intend to raise permanent financing through the private placement and syndicated bank loan markets The

transaction is expected to close as soon as March 2012 We expect to incur additional non-recurring costs

associated with the proposed Forbo acquisition and the EIMEA transformation project
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Critical Accounting Policies and Significant Estimates Managements discussion and analysis of our results

of operations and financial condition are based upon consolidated financial statements which have been prepared

in accordance with accounting principles generally accepted in the United States of America U.S GAAP The

preparation of these financial statements requires us to make estimates and judgments that affect the reported

amounts of assets liabilities revenues and expenses and related disclosure of contingent assets and liabilities

We believe the critical accounting policies and areas that require the most significant judgments and estimates to

be used in the preparation of the consolidated financial statements are pension and other postretirement plan

assumptions goodwill impairment assessment long-lived assets recoverability share-based compensation

accounting product environmental and other litigation liabilities and income tax accounting

Pension and Other Postretirement Plan Assumptions We sponsor defined-benefit pension plans in both the

U.S and non-U.S entities Also in the U.S we sponsor other postretirement plans for health care and life

insurance costs Expenses and liabilities for the pension plans and other postretirement plans are actuarially

calculated These calculations are based on our assumptions related to the discount rate expected return on

assets projected salary increases and health care cost trend rates Note 10 to the Consolidated Financial

Statements includes disclosure of assumptions employed in these measurements for both the non-U.S and U.S

plans

The discount rate assumption is determined using an actuarial yield curve approach which enables us to select

discount rate that reflects the characteristics of the plan The approach identifies broad universe of corporate

bonds that meet the quality and size criteria for the particular plan We use this approach rather than specific

index that has certain set of bonds that may or may not be representative of the characteristics of our particular

plan lower discount rate increases the present value of the pension obligations The discount rate for the U.S

pension plan was 5.07 percent at December 2011 as compared to 5.49 percent at November 27 2010 and 5.72

percent at November 28 2009 Net periodic pension cost for given fiscal year is based on assumptions

developed at the end of the previous fiscal year discount rate reduction of 0.5 percentage points at

December 2011 would increase pension and other postretirement plan expense approximately $0.4 million

pre-tax in fiscal 2012 Discount rates for non-U.S plans are determined in manner consistent with the U.S

plan

The expected return on assets assumption for the pension and other postretirement benefit plans is based on the

long-term expected returns for the investment mix of assets in the portfolio based on our investment strategy Our

current investment strategy for the U.S pension plan is to invest 60 percent of the portfolio in equities and 40

percent in fixed income securities The investment mix of assets as of December 2011 was 56 percent equities

43 percent fixed income securities and percent cash The investment mix of assets as of December 2011 for

our non-U.S pension plans was 45 percent equities 53 percent fixed income securities and percent cash

During 2011 we announced significant changes to our U.S Pension Plan the Plan The changes included

benefits under the Plan were locked-in using service and salary as of May 31 2011 participants no longer earn

benefits for future service and salary as they had in the past affected participants receive three percent increase

to the locked-in benefit for every year they continue to work for us and we are making retirement contribution

of three percent of eligible compensation to the 401k Plan for those participants These changes to the Plan

represented plan curtailment as there is no longer service cost component in the net periodic pension cost as

all participants are considered inactive in the Plan

In 2009 we elected to contribute $75 million to the U.S pension plan for the purpose of restoring the asset values

up to the level of the projected benefit obligations and to reduce 2010 net periodic benefit cost Our investment

strategy for the non-U.S pension plans was also amended in 2009 to be more balanced between equities and

fixed income securities For reasons similar to the U.S plan we also contributed $50 million to the German plan

in 2009

The expected return on assets used in calculating the net periodic benefit cost for the U.S pension plan was 8.00

percent for 2011 7.90 percent for 2010 and 8.75 percent for 2009 For 2012 the rate will remain 8.00 percent
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change of 0.5 percentage points for the expected return on assets assumption would impact U.S net pension and

other postretirement plan expense by approximately $1.7 million pre-tax Expected return on asset assumptions

for non-U.S plans is determined in manner consistent with the U.S plan

The projected salary increase assumption is based on historic trends and comparisons to the external market

Higher rates of increase result in higher pension expenses As this rate is also long-term expected rate it is less

likely to change on an annual basis In the U.S we have used the rate of 4.17 percent for 2011 4.19 percent for

2010 and 4.18 percent for 2009

Goodwill Goodwill is the excess of cost of an acquired entity over the amounts assigned to assets acquired and

liabilities assumed in purchase business combination Goodwill is assigned to reporting units at the date the

goodwill is initially recorded Once goodwill has been assigned to reporting unit it no longer retains its

association with particular acquisition and all the activities within reporting unit are available to support the

value of goodwill Accounting standards require us to test goodwill for impairment annually or more often if

circumstances or events indicate change in the estimated fair value

The goodwill impairment analysis is two-step process The first step used to identify potential impairment

involves comparing each reporting units estimated fair value to its carrying value including goodwill We use

discounted cash flow approach to estimate the fair value of our reporting units Our judgment is required in

developing the assumptions for the discounted cash flow model These assumptions include revenue growth

rates profit margin percentages discount rates perpetuity growth rates future capital expenditures and working

capital requirements If the estimated fair value of reporting unit exceeds its carrying value goodwill is

considered to not be impaired If the carrying value exceeds estimated fair value there is an indication of

potential impairment and the second step is performed to measure the amount of impairment

The second step of the
process

involves the calculation of an implied fair value of goodwill for each reporting

unit for which step one indicated impairment The implied fair value of goodwill is determined similar to how

goodwill is calculated in business combination by measuring the excess of the estimated fair value of the

reporting unit as calculated in step one over the estimated fair values of the individual assets liabilities and

identifiable intangibles as if the reporting unit was being acquired in business combination If the implied fair

value of goodwill exceeds the carrying value of goodwill assigned to the reporting unit there is no impairment If

the carrying value of goodwill assigned to reporting unit exceeds the implied fair value of the goodwill an

impairment charge is recorded for the excess An impairment loss cannot exceed the carrying value of goodwill

assigned to reporting unit and the loss establishes new basis in the goodwill Subsequent reversal of goodwill

impairment losses is not permitted The change in our operating segments in 2011 did not cause reassessment

of our goodwill impairment analysis as our reporting units remained the same

In the fourth quarter of 2011 we conducted the required annual test of goodwill for impairment There were no

indications of impairment Of the goodwill balance of $114.9 million as of December 2011 $47.9 million

resides in the EIMEA operating segment and $27.5 million resides in the North America Adhesives operating

segment In both of these operating segments the calculated fair value exceeded the carrying value of the net

assets by significant margin As of December 2011 the goodwill balance in the Asia Pacific operating

segment is $20.7 million Construction Products operating segment is $13.3 million and Latin America

Adhesives operating segment is $5.5 million In all three of these operating segments the calculated fair value

exceeded their carrying value by reasonable margin If the economy or business environment falter our

projections used would need to be remeasured which could impact the carrying value of our goodwill in one or

more of our operating segments See Note to the Consolidated Financial Statements

Recoverability of Long-Lived Assets The assessment of the recoverability of long-lived assets reflects our

assumptions and estimates Factors that we must estimate when performing impairment tests include sales

volume prices inflation currency exchange rates tax rates and capital spending Significant judgment is

involved in estimating these factors and they include inherent uncertainties The measurement of the

22



recoverability of these assets is dependent upon the accuracy of the assumptions used in making these estimates

and how the estimates compare to the eventual future operating performance of the specific businesses to which

the assets are attributed

Judgments made by us included the expected useful lives of long-lived assets The ability to realize undiscounted

cash flows in excess of the carrying amounts of such assets is affected by factors such as the ongoing

maintenance and improvement of the assets changes in economic conditions and changes in operating

performance

In 2010 we exited our polysulfide-based insulating glass product line in Europe In accordance with accounting

standards we determined that the carrying amount of this asset group was not recoverable and was therefore

impaired We calculated the fair value of the asset group using discounted cash flow approach As result of

this analysis we recorded pre-tax asset impairment charges of $8.8 million to write-down the value of

amortizable intangible assets

Share-based Compensation We have granted stock options restricted stock and deferred compensation

awards to certain employees and non-employee directors We recognize compensation expense for all share-

based payments granted after December 2005 and for all share-based payments granted prior to December

2005 but not yet vested as of December 2005 in accordance with accounting standards Under the fair value

recognition provisions of the Financial Accounting Standards Board FASB Accounting Standards

CodificationTM ASC 505 and we recognize share-based compensation net of an estimated forfeiture rate

and only recognize compensation cost for those shares expected to vest on straight-line basis over the requisite

service period of the award normally the vesting period

Determining the appropriate fair value model and calculating the fair value of share-based payment awards

require the input of highly subjective assumptions including the expected life of the share-based payment awards

and stock price volatility We use the Black-Scholes model to value our stock option awards We believe that

future volatility will not materially differ from our historical volatility Thus we use the historical volatility of

our common stock over the expected life of the award The assumptions used in calculating the fair value of

share-based payment awards represent our best estimates but these estimates involve inherent uncertainties and

the application of our judgment As result if factors change and we use different assumptions share-based

compensation expense could be materially different in the future In addition we are required to estimate the

expected forfeiture rate and only recognize expense
for those shares expected to vest If the actual forfeiture rate

is materially different from the estimate share-based compensation expense could be significantly different from

what has been recorded in the current period See Note to the Consolidated Financial Statements for further

discussion on share-based compensation

Product Environmental and Other Litigation Liabilities As disclosed in Item and in Note and Note 12

to the Consolidated Financial Statements we are subject to various claims lawsuits and other legal proceedings

Reserves for loss contingencies associated with these matters are established when it is determined that liability

is probable and the amount can be reasonably estimated The assessment of the probable liabilities is based on

the facts and circumstances known at the time that the financial statements are being prepared For cases in

which it is determined that liability is probable but only range for the potential loss exists the minimum

amount of the range is recorded and subsequently adjusted as better information becomes available

For cases in which insurance coverage is available the gross amount of the estimated liabilities is accrued and

receivable is recorded for any probable estimated insurance recoveries As of December 2011 we have

accrued $0.4 million for potential liabilities and $0.3 million for potential insurance recoveries related to asbestos

litigation We also have recorded $2.1 million for environmental investigation and remediation liabilities

including $1.1 million for environmental remediation and monitoring activities at our Sorocaba Brazil facility as

of December 2011 discussion of environmental product and other litigation liabilities is disclosed in Item

and Note 12 to the Consolidated Financial Statements
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Based upon currently available facts we do not believe that the ultimate resolution of any pending legal

proceeding individually or in the aggregate will have material adverse effect on our long-term financial

condition However adverse developments and/or periodic settlements could negatively affect our results of

operations or cash flows in one or more future quarters

Income Tax Accounting As part of the process of preparing the consolidated financial statements we are

required to estimate income taxes in each of the jurisdictions in which we operate The process involves

estimating actual current tax expense along with assessing temporary differences resulting from differing

treatment of items for book and tax purposes These temporary differences result in deferred tax assets and

liabilities which are included in the consolidated balance sheet We record valuation allowance to reduce our

deferred tax assets to the amount that is more-likely-than-not to be realized We have considered future taxable

income and ongoing tax planning strategies in assessing the need for the valuation allowance Increases in the

valuation allowance result in additional expense to be reflected within the tax provision in the consolidated

statement of income As of December 2011 the valuation allowance to reduce deferred tax assets totaled $3.8

million

We recognize tax benefits for tax positions for which it is more-likely-than-not that the tax position will be

sustained by the applicable tax authority at the largest amount of tax benefit that is greater than fifty percent

likely of being realized upon ultimate settlement We do not recognize financial statement benefit for tax

position that does not meet the more-likely-than-not threshold We believe that our liabilities for income taxes

reflect the most likely outcome It is difficult to predict the final outcome or the timing of the resolution of
any

particular tax position Future changes in judgment related to the resolution of tax positions will impact earnings

in the quarter of such change We adjust our income tax liabilities related to tax positions in light of changing

facts and circumstances Settlement with respect to tax position would usually require cash Based upon our

analysis of tax positions taken on prior year returns and expected tax positions to be taken for the current year tax

returns we have identified gross uncertain tax positions of $6.2 million as of December 2011

We have not recorded U.S deferred income taxes for certain of our non-U.S subsidiaries undistributed earnings

as such amounts are intended to be indefinitely reinvested outside of the U.S Should we change our business

strategies related to these non-U.S subsidiaries additional U.S tax liabilities could be incurred It is not practical

to estimate the amount of these additional tax liabilities See Note to the Consolidated Financial Statements for

further information on income tax accounting

Results of Operations

Net revenue

in millions 2011 2010 2009 2011 vs 2010 2010 vs 2009

Net revenue $1557.6 $1356.2 $1234.7 14.9% 9.8%

Net revenue in 2011 of $1557.6 million increased $201.4 million or 14.9 percent from 2010 net revenue of

$1356.2 million Every five or six years we have 53rd week in our fiscal year 2011 was 53-week year which

contributed approximately percent to our increased net revenue in 2011 primarily related to volume The 2010

net revenue was $121.5 million or 9.8 percent higher than the net revenue of $1234.7 million in 2009 We
review variances in net revenue in terms of changes related to product pricing sales volume changes in foreign

currency exchange rates and acquisitions The following table shows the net revenue variance analysis for the

past two years

2011 vs 2010 2010 vs 2009

Product pricing 9.7% 1.1%

Sales volume 1.7% 7.4%

Currency 2.7% 0.2%

Acquisitions 0.8% 1.1%

14.9% 9.8%
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Organic sales growth which we define as the combined variances from product pricing and sales volume

including the 53rd week in 2011 increased 11.4 percent positive 9.7 percent from selling prices and 1.7 percent

from sales volume in 2011 as compared to 2010 Five of our six operating segments had double digit organic

sales growth in 2011 compared to 2010 The 11.4 percent organic sales growth was driven by 13.9 percent

growth in Latin America Paints 13.5 percent growth in Latin America Adhesives 12.5 percent growth in Asia

Pacific 11.7 percent growth in EIMEA 10.1 percent growth in Construction Products and 9.6 percent growth in

North America Adhesives The net revenue variance from acquisitions was mainly due to the Revertex

Finewaters acquisition in the third quarter of 2010

Comparing 2010 to 2009 organic sales growth increased 8.5 percent positive 7.4 percent from sales volume and

1.1 percent from selling prices All six of our operating segments had positive organic sales growth in 2010

compared to 2009 The organic sales growth was driven by double-digit growth in both the EIMEA and the Latin

America Adhesives operating segments and nearly double-digit growth in the Asia Pacific operating segment

North America Adhesives and Construction Products operating segments both had over 5.0 percent organic sales

growth compared to 2009 The net revenue variances from acquisitions were due to the Revertex Finewaters

acquisition in the third quarter of 2010 and the acquisition of Nordic Adhesive Technology during the second

quarter of 2009

Cost of sales

in millions 2011 2010 2009 2011 vs 2010 2010 vs 2009

Costof sales $1110.5 $959.0 $863.4 15.8% 11.1%

Percent of net revenue 71.3% 70.7% 69.9%

The cost of sales increased 15.8 percent in 2011 compared to 2010 The increase was driven primarily by the

increases in raw material costs due to supply shortages Each of our six operating segments was impacted by the

rising raw material costs The shortages were driven by refineries reducing the supply of the by-products that are

used as raw materials in the production of adhesives and increased demand in adjacent industries The 2010 cost

of sales included $1.8 million of charges related to the exit of the window polysulfide-based product line in our

EIMEA operating segment Cost of sales as percent of net revenue increased to 71.3 percent in 2011 compared

to 70.7 percent in 2010

Cost of sales in 2010 increased 11.1 percent compared to 2009 The increase was driven primarily by the 7.4

percent increase in sales volume in 2010 the increases in raw material costs due to supply shortages and the

charges related to the exit of the window polysulfide-based product line in EIMEA The supply shortages

impacted each of our six operating segments

Gross profit

in millions 2011 2010 2009 2011 vs 2010 2010 vs 2009

Gross profit $447.1 $397.2 $371.3 12.6% 7.0%

Percent of net revenue 28.7% 29.3% 30.1%

Our gross profit margin decreased to 28.7 percent in 2011 from 29.3 percent in 2010 The lower gross profit

margin for 2011 as compared to 2010 was due to the increases in raw material costs which were not completely

offset by our price increases implemented in 2011

The lower gross profit margin for 2010 as compared to 2009 was primarily driven by the higher raw material

costs which more than offset the benefits from increased sales volume and product pricing
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Selling general and administrative SGA expenses

in millions 2011 2010 2009 2011 vs 2010 2010 vs 2009

SGA $318.0 $292.8 $264.1 8.6% 10.9%

Percent of net revenue 20.4% 21.6% 21.4%

SGA
expenses

increased $25.2 million in 2011 compared to 2010 but decreased as percent of revenue to 20.4

percent in 2011 from 21.6 percent in 2010 The increased
expense

in 2011 was largely due to higher costs

associated with adding resources to our sales and technical organizations currency effects and full year of the

Revertex Finewaters business costs which we acquired in 2010 We continue to invest in growth despite the

sluggish economic environment

SGA expenses increased $28.7 million or 10.9 percent in 2010 compared to 2009 The increased expense

compared to 2009 was primarily due to investments made in the sales and technical organizations to support

future growth and the costs added from the Nordic and Revertex Finewaters acquisitions In 2010 we recorded

$2.5 million for the severance agreement net of the expense reversal of forfeited equity compensation awards

for our former CEO As percent of net revenue SGA expense was 21.6 percent in 2010 and 21.4 percent in

2009

Special Charges

in millions 2011 2010 2009

Special Charges $7.5

The 2011 special charges consist of $4.4 million for costs related to the pending acquisition of the global

industrial adhesives business of Forbo Group and the EIMEA operating segment transformation project and $3.1

million for foreign exchange option to hedge portion of the acquisition price

Asset impairment charges

in millions 2011 2010 2009

Asset impairment charges $0.3 $8.8 $0.8

During 2011 we discontinued production of the polymer used in certain resin products that had been produced in

our EIMEA operating segment In accordance with accounting standards we determined that the carrying

amount of the trademarks and trade names used in these resin products was impaired We calculated the fair

value using discounted cash flow approach As result of this analysis we recorded pre-tax asset impairment

charges of $0.3 million related to the impairment of trademarks and trade names used in the abandoned resin

products

In 2010 we exited our polysulfide-based insulating glass product line in Europe In accordance with accounting

standards we determined that the carrying amount of this asset group was not recoverable and was therefore

impaired We calculated the fair value of the asset group using discounted cash flow approach As result of

this analysis we recorded pre-tax asset impairment charges of $8.8 million to write-down the value of intangible

assets

In 2008 an $85.0 million impairment charge was taken as reduction of the goodwill balance of the construction

products operating segment Final valuation work completed in 2009 resulted in an additional pre-tax charge of

$0.8 million
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Other income expense net

in millions 2011 2010 2009

Other income expense net $4.6 $2.6 $16.0

Interest income was $2.1 million in 2011 compared to $0.6 million in 2010 and $1.1 million in 2009 Higher

interest rates in EIMEA and slightly higher average
cash balances both contributed to the increased interest

income in 2011 as compared to 2010 and 2009 The $18.8 million pre-tax gain from the Roanoke litigation

settlement was recorded as other income in 2009 Currency transaction and remeasurement losses were $1.5

million $0.1 million and $3.6 million in 2011 2010 and 2009 respectively Gains on disposal of fixed assets

were $2.4 million $1.6 million and $0.4 million in 2011 2010 and 2009 respectively

Interest expense

in millions 2011 2010 2009 2011 vs 2010 2010 vs 2009

Interest expense $10.8 $10.4 $7.7 3.8% 34.7%

Interest expense was slightly higher in 2011 compared to 2010 due to higher interest rates partially offset by

lower
average

debt levels

The higher interest
expense

in 2010 compared to 2009 was due to both the higher average debt levels in 2010 as

well as higher interest rates on the mix of debt

Income taxes

in millions 2011 2010 2009

Income taxes $35.0 $25.3 $36.7

Effective tax rate 30.4% 28.9% 32.0%

Income tax expense in 2011 of $35.0 million included $1.6 million of discrete tax expense
in both the U.S and

foreign jurisdictions Excluding discrete items the overall effective tax rate decreased by 2.4 percentage points in

2011 as compared to the 2010 rate without discrete tax benefits and charges associated with the polysulfide

based insulating glass product line exit The decrease in the tax rate is principally due to change in the

geographic mix of pre-tax earnings and the impact of foreign tax credits in the U.S as compared to 2010

Income tax expense in 2010 of $25.3 million included $2.9 million of discrete tax benefits in both the U.S and

foreign jurisdictions and $3.0 million of tax benefit related to the $11.4 million of charges associated with the

polysulfide-based insulating glass product line exit Excluding these two items the overall effective tax rate

decreased by 1.4 percentage points in 2010 as compared to the 2009 rate without discrete tax benefits and the tax

impact of the Roanoke litigation settlement

Income from equity method investments

in millions 2011 2010 2009 2011 vs 2010 2010 vs 2009

Income from equity method investments $9.0 $8.0 $5.8 12.5% 38.2%

The income from equity method investments relates to our 50 percent ownership of the Sekisui-Fuller joint

venture in Japan The results reflect the higher net income recorded by the joint venture in 2011 compared to

2010 and 2009 due mainly to increased sales volume
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Net income loss attributable to non-controlling interests

in millions 2011 2010 2009

Net income loss attributable to non-controlling interests $0.1 $0.5

Net income loss attributable to non-controlling interests relates to the 20 percent holding that Sekisui Chemical

had in our China entities and the 10 percent redeemable non-controlling interest in HBF Turkey

At the end of 2011 we repurchased the 20 percent holding that Sekisui Chemical had in our China entities

Net income attributable to H.B Fuller

in millions 2011 2010 2009 2011 vs 2010 2010 vs 2009

Net income attributable to H.B Fuller $89.1 $70.9 $83.7 25.7% 15.3%

Percent of net revenue 5.7% 5.2% 6.8%

The 2011 net income attributable to H.B Fuller of $89.1 million was 25.7 percent higher than the $70.9 million

in 2010 The earnings per share on diluted basis was $1.79 per share for 2011 and $1.43 per share for 2010

The $89.1 million reported for 2011 included after-tax special charges of $5.8 million $0.1 per diluted share

The 2010 net income attributable to H.B Fuller included $8.4 million $0.17 per diluted share of after-tax

charges related to exiting the polysulfide insulating glass product line in Europe The $83.7 million reported for

2009 included an $11.8 million $0.24 per diluted share after-tax gain related to the litigation settlement with the

Roanoke Companies Group

Operating Segment Results

Through the first quarter of 2011 we managed our business based on four primary geographic regions North

America EIMEA Latin America and Asia Pacific which were our reportable segments for SEC disclosure

purposes The change in our CEO at the end of fiscal 2010 resulted in review of our management reporting

structure Changes in the reporting structure during the second quarter of 2011 required us to conduct an

operating segment assessment in accordance with ASC Topic 280 Segment Reporting to determine our

reportable segments The conclusion of the assessment is that we now have six reportable segments North

America Adhesives Construction Products EIMEA Latin America Adhesives Latin America Paints and Asia

Pacific

We are required to report segment information in the same way that management internally organizes its business

for assessing performance and making decisions regarding allocation of resources For segment evaluation by the

chief operating decision maker segment operating income is defined as gross profit less SGA expenses

Segment operating income excludes special charges and asset impairment charges Inter-segment revenues are

recorded at cost plus markup for administrative costs Corporate expenses are fully allocated to each operating

segment The pricing/sales volume variance is viewed as organic growth The tables below provide certain

information regarding the net revenue and segment operating income of each of our operating segments and prior

periods have been restated to reflect the new segment presentation
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Net Revenue by Segment

in millions

North America Adhesives

Construction Products

ETMEA

Latin America Adhesives

Latin America Paints

Asia Pacific

Total

Segment Operating Income

in millions

North America Adhesives

Construction Products

EIMEA

Latin America Adhesives

Latin America Paints

Asia Pacific

Total

2011 2010 2009

Net of Net of Net of

Revenue Total Revenue Total Revenue Total

489.9 32%$ 445.0 33%$ 416.7 34%

134.6 9% 122.2 9% 116.1 9%

473.7 30% 404.8 30% 365.3 29%

145.7 9% 128.3 10% 116.5 10%

115.0 7% 101.0 7% 100.3 8%

198.7 13% 154.9 11% 119.8 10%

$1557.6 100% $1356.2 100% $1234.7 100%

2011 2010 2009

Operating of Operating of Operating of

Income Total Income Total Income Total

75.4 59% 70.4 67% 69.2 64%

3.5 3% 2.6 3% 0.9 1%

26.3 20% 14.0 13% 22.9 22%

8.2 6% 7.1 7% 8.7 8%

7.0 5% 4.2 4% 1.0 1%

8.6 7% 6.0 6% 4.4 4%

$129.0 100% $104.3 100% $107.1 100%

The following table provides reconciliation of segment operating income to income before income taxes and

income from equity method investments as reported on the Consolidated Statements of Income

2010

$104.3

8.8
2.6

10.4

2009

$107.1

0.8
16.0

7.7

in millions

Segment operating income

Special charges

Asset impairment charges

Other income net

Interest
expense

Income before income taxes and income from equity method

investments

North America Adhesives

2011

$129.0

7.5

0.3
4.6

10.8

$115.0 87.7 $114.6

in millions 2011 2010 2009

Net revenue $489.9 $445.0 $416.7

Segment operating income 75.4 70.4 69.2

Segment profit margin 115.4% 15.8% 16.6%

2011 vs 2010

10.1%

7.2%

2010 vs 2009

6.8%

1.7%
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The following tables provide details of North America Adhesives net revenue variances

2011 vs 2010 2010 vs 2009

Organic growth 9.6% 5.9%

Currency 0.5% 0.9%

Total 10.1% E8%

Net revenue increased 10.1 percent in 2011 compared to 2010 Organic sales growth of 9.6 percent was driven by

increased average selling prices offset by lower sales volume compared to last year The extra week added

approximately percent to the 2011 net revenue as compared to 2010 Raw material costs continued to increase

as the global demand for feedstocks which are the basis of many of our raw materials continued to increase This

resulted in significant increase in our raw material costs in 2011 Despite implementing selling price increases

and reducing manufacturing expenses we have not been able to completely offset the rising raw material costs

As result gross margin decreased slightly in 2011 compared to 2010 SGA expenses increased in 2011 as

compared to 2010 but at lower percentage rate than the increase in net revenue Segment operating income

increased 7.2 percent in 2011 compared to 2010 as result of net revenue growth and the control of

manufacturing and SGA expenses Segment operating income as percent of net revenue was 15.4 percent in

2011 compared to 15.8 percent in 2010

Net revenue increased 6.8 percent in 2010 compared to 2009 Organic sales growth was 5.9 percent compared to

2009 resulting from increases in both sales volumes and average selling prices The sales volume increased as

result of stronger economy in 2010 compared to recession-burdened 2009 and new business won in the year

The average selling prices increased as result of pricing actions taken during 2010 Raw material shortages and

corresponding price hikes throughout 2010 caused an increase in raw material costs and decline in gross profit

margins in 2010 as compared to 2009 SGA expense as percent of net revenue was relatively flat year over

year which contributed to the 1.7 percent increase in segment operating income in 2010 as compared to 2009

Segment operating income as percent of net revenue was 15.8 percent in 2010 compared to 16.6 percent in

2009

Construction Products

in millions 2011 2010 2009 2011 vs 2010 2010 vs 2009

Netrevenue $134.6 $122.2 $116.1 10.1% 5.2%

Segmentoperatingincome 3.5 2.6 0.9 33.1% 183.7%

Segment profit margin 2.6% 2.2% 0.8%

The following tables provide details of Construction Products net revenue variances

2011 vs 2010 2010 vs 2009

Organic growth 10.1% 5.2%

Net revenue increased 10.1 percent in 2011 compared to 2010 due to sales increases in the retail and distribution

channels Higher sales volume and to lesser extent higher average selling price drove the increase in net

revenue compared to the prior year The extra week added approximately percent to the 2011 net revenue as

compared to 2010 Selling price increases were not enough to completely offset the increases in raw material

costs and as result our gross profit margins declined slightly in 2011 compared to 2010 SGA expenses

increased in 2011 as compared to 2010 but at lower percentage rate than the increase in net revenue Net

revenue growth was the primary driver of the 33.1 percent increase in segment operating income in 2011

compared to 2010 Segment operating income as percent of net revenue was 2.6 percent in 2011 compared to

2.2 percent in 2010
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The 5.2 percent increase in net revenue in 2010 compared to 2009 was driven by increased sales volume from the

stabilizing economy and new business especially in our retail products The residential construction market in

the U.S began to stabilize in the first half of 2010 then moderating conditions during the second half of the year

slowed sales momentum Gross profit margins were flat in 2010 compared to 2009 as the Construction Products

operating segment was not significantly impacted by raw materials shortages In addition reformulations and

other efforts dampened the impact of raw material price increases The increase in sales volume contributed to

segment operating income increasing 183.7 percent in 2010 compared to 2009 as SGA expenses were flat year

over year Segment operating income as percent of net revenue was 2.2 percent in 2010 compared to 0.8 in

2009

EIMEA

in millions 2011 2010 2009 2011 vs 2010 2010 vs 2009

Net revenue $473.7 $404.8 $365.3 17.0% 10.8%

Segment operating income 26.3 14.0 22.9 88.3% 39.1%

Segment profit margin 5.5% 3.4% 6.3%

The following table provides details of the EIMEA net revenue variances

2011 vs 2010 2010 vs 2009

Organic growth 11.7% 13.8%

Currency 5.3% 3.9%

Acquisitions ftO% 0.9%

Total 17.0% 1ft8%

Net revenue increased 17.0 percent in 2011 compared to 2010 Both higher average selling prices and sales

volume contributed to the 11.7 percent increase in organic sales growth The extra week added approximately

percent to the 2011 net revenue as compared to 2010 The stronger Euro in 2011 as compared to 2010 had

favorable 5.3 percent impact on net revenue Gross profit margin increased slightly in 2011 compared to 2010 as

higher average selling prices offset increased raw material costs and lower margin polymer and windows product

lines were eliminated SGA expenses increased in 2011 as compared to 2010 but at lower percentage than the

increase in net revenue In 2010 segment operating income included $2.6 million charge related to the exit of

the polysulfide-based insulating glass product line and $1.8 million charge related to product liability claim

Net revenue growth and the non-recurring charges included in 2010 were the primary drivers of the 88.3 percent

increased segment operating income in 2011 compared to 2010 The increase in gross profit margin and the

lower rate of growth in SGA expenses also contributed to the increase Segment operating income as percent

of net revenue was 5.5 percent in 2011 compared to 3.4 percent in 2010

Net revenue increased 10.8 percent in 2010 compared to 2009 Organic sales growth was 13.8 percent in 2010

compared to 2009 resulting from market share gains and improved end market demand The stronger U.S dollar

in 2010 as compared to 2009 had negative 3.9 percent impact on net revenue Raw material costs increased

rapidly during 2010 and sales price increases were not enough to offset the increased cost of raw materials Cost

of sales also included $1.8 million charge related to the exiting of the polysulfide-based insulating glass product

line recorded in 2010 The increased cost of raw materials and the charge for exiting our polysulfide-based

insulating glass product line resulted in decrease in the gross profit margin compared to 2009 SGA expenses

increased in 2010 as compared to 2009 largely due to higher costs associated with adding resources to our sales

and technical organizations $1.8 million charge related to product liability claim and $0.8 million charge

related to exiting of the polysulfide-based insulating glass product line The combination of higher raw material

costs the polysulfide-based insulating glass product line exit charges and the increase in SGA expense led to

39.1 percent decrease in segment operating income in 2010 compared to 2009 Segment operating income as

percent of net revenue was 3.4 percent in 2010 compared to 6.3 percent in 2009
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Latin America Adhesives

in millions 2011 2010 2009 2011 vs 2010 2010 vs 2009

Net revenue $145.7 $128.3 $116.5 13.5% 10.2%

Segment operating income 8.2 7.1 8.7 14.5% 17.7%

Segment profit margin 5.6% 5.6% 7.5%

The following table provides details of Latin America Adhesives net revenue variances

2011 vs 2010 2010 vs 2009

Organic growth 13.5% 10.2%

Net revenue increased 13.5 percent in 2011 compared to 2010 The net revenue growth was driven by increased

average selling prices and better economic conditions in Latin America The extra week added approximately

percent to the 2011 net revenue as compared to 2010 The gross profit margin decreased in 2011 compared to

2010 due to the significant increase in raw material costs Pricing actions taken in 2011 helped offset the

increasing raw material costs SGA expenses increased in 2011 compared to 2010 at slower pace than the

increase in net revenue Net revenue growth was the primary driver of the 14.5 percent increase in segment

operating income in 2011 compared to 2010 Segment operating income as percent of net revenue was 5.6

percent in both 2011 and 2010

Net revenue increased 10.2 percent in 2010 compared to 2009 The net revenue growth can be attributed to

improved economic conditions in Latin America as well as increases in market share The gross profit margin

decreased in 2010 compared to 2009 due to the significant increase in raw material costs as supply shortages

caused raw material costs to increase SGA expenses increased from the prior year at slightly higher

percentage than the increase in revenue The decrease in gross profit margin and higher SGA expenses were the

key factors in 17.7 percent decrease in segment operating income compared to last year Segment operating

income as percent of net revenue was 5.6 percent in 2010 compared to 7.5 percent in 2009

Latin America Paints

in millions 2011 2010 2009 2011 vs 2010 2010 vs 2009

Netrevenue $115.0 $101.0 $100.3 13.9% 0.7%

Segmentoperatingincome 7.0 4.2 1.0 67.5% 318.7%

Segment profit margin 6.1% 4.1% 1.0%

The following table provides details of Latin America Paints net revenue variances

2011 vs 2010 2010 vs 2009

Organic growth 13.9% 0.7%

Net revenue increased 13.9 percent in 2011 compared to 2010 The net revenue growth was driven by increases

in
average selling prices better economic conditions in Central America and customer expansion The extra week

added approximately percent to the 2011 net revenue as compared to 2010 The gross profit margin decreased

year over year due to significant increases in raw material costs The net revenue increase was the main driver of

improved segment operating income for 2011 compared to 2010 Segment operating income as percent of net

revenue was 6.1 percent in 2011 compared to 4.1 percent in 2010

Net revenue increased 0.7 percent in 2010 compared to 2009 The net revenue growth was driven by increases in

average selling prices offset by lower sales volume compared to the prior year The second half of 2010 showed

stronger organic sales growth compared to the first half of the year key component in the second half growth

was the sales results in Honduras which experienced political instability in 2009 The gross profit margin
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increased year over year due to favorable mix of sales as well as the impact from selling price increases The

improved margin was the main driver of improved segment operating income for 2010 compared to 2009

Segment operating income as percent of net revenue was 4.1 percent in 2010 compared to 1.0 percent in 2009

Asia Pacific

$inmiliions 2011 2010 2009 2011 vs 2010 2010 vs 2009

Netrevenue $198.7 $154.9 $119.8 28.3% 29.3%

Segment operating income 8.6 6.0 4.4 43.1% 36.0%

Segment profit margin 4.3% 3.9% 3.7%

The following table provides details of Asia Pacific net revenue variances

2011 vs 2010 2010 vs 2009

Organic growth 12.5% 9.9%

Currency 8.6% 10.8%

Acquisitions 7.2% 8.6%

Total 283% 293%

Net revenue increased 28.3 percent in 2011 compared to 2010 The net revenue growth was the result of the

expansion and investments we have been making in this operating segment Both average selling prices and sales

volume contributed to the 12.5 percent increase in organic sales growth The extra week added approximately

percent to the 2011 net revenue as compared to 2010 Our acquisition of Revertex Finewaters in Malaysia added

7.2 percent to the net revenue growth for the year Positive currency effects contributed 8.6 percent to the net

revenue growth in 2011 The currency effect was driven largely by the strengthening of the Australian dollar as

compared to the U.S dollar SGA expenses were higher in 2011 compared to 2010 due to the additional

investments made in sales marketing and technical personnel to support the business growth and full year

results of Revertex Finewaters Segment operating income increased 43.1 percent in 2011 compared to 2010

primarily due to the increase in net revenue Segment operating income as percent of net revenue was 4.3

percent in 2011 as compared to 3.9 percent in 2010

Net revenue increased 29.3 percent in 2010 compared to 2009 The growth in net revenue was related to

recovery in economic activity new business generated in the region and the benefit of our acquisition of

Revertex Finewaters in Malaysia Organic sales growth was 9.9 percent in 2010 compared to 2009 The Revertex

Finewaters acquisition accounted for an 8.6 percent increase in net revenue Positive currency effects contributed

10.8 percent to the net revenue growth in 2010 The currency effect was driven largely by the strengthening of

the Australian dollar as compared to the U.S dollar SGA expenses were higher in 2010 compared to 2009 due

to additional expenses for the Malaysia acquisition and investments made in sales and marketing Segment

operating income increased 36.0 percent in 2010 compared to 2009 This was due to the increase in net revenue

which was somewhat offset by the increase in SGA expenses Segment operating income as percent of net

revenue was 3.9 percent in 2010 as compared to 3.7 percent in 2009

Financial Condition Liquidity and Capital Resources

Total cash and cash equivalents as of December 201 were $156.1 million as compared to $133.3 million as of

November 27 2010 Total long and short-term debt was $232.3 million as of December 2011 and $250.7

million as of November 27 2010

We believe that the combination of cash flows from operating activities and our borrowing facilities will be

adequate to meet our ongoing liquidity and capital expenditure needs
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Our credit agreements include restrictive covenants that if not met could lead to renegotiation of our credit

lines and significant increase in our cost of financing At December 2011 we were in compliance with all

covenants of our contractual obligations

Result as of

December

Covenant Debt Instrument Measurement 2011

TTM EBITDA TTM Interest Expense Revolving Credit Facility and Term Loan Not less than 2.5 16.3

Total Indebtedness TTM EBITDA Revolving Credit Facility and Term Loan Not greater than 3.5 1.3

TTM EBITDA TTM Interest Expense Private Placement Not less than 2.5 16.3

Total Indebtedness TTM EBITDA Private Placement Not greater than 3.5 1.3

TTM trailing 12 months

EBITDA for the revolving credit facility and term loan is defined as net income attributable to H.B Fuller plus

asset impairment charges plus interest expense plus income tax expense plus depreciation and amortization

expense

EBITDA for the private placement is defined as net income attributable to H.B Fuller plus interest expense plus

income tax expense plus depreciation and amortization expense

Total Indebtedness for the revolving credit facility term loan and private placement is defined as notes payable

plus current maturities of long-term debt plus long-term debt excluding current maturities less long-term debt

due to interest rate swap agreements plus maximum letters of credit drawing amount As of December 2011

the maximum letters of credit drawing amount was $1.7 million

We believe we have the ability to meet all of our contractual obligations and commitments in fiscal 2012

Net Financial Assets

in millions 2011 2010

Financial Assets

Cash and cash equivalents $156.1 $133.3

Debt

Notes Payable 28.3 27.2

Long-term debt 204.0 223.5

Total debt including current maturities 232.3 250.7

Net financial debt 76.2 $117.4

Of the $156.1 million in cash and cash equivalents as of December 2011 $137.3 million was held outside the

U.S Of the $137.3 million of cash held outside the U.S earnings on $124.0 million are permanently reinvested

outside of the U.S It is not practical for us to determine the U.S tax implications of the repatriation of these

funds

There are no contractual or regulatory restrictions on the ability of consolidated and unconsolidated subsidiaries

to transfer funds in the form of cash dividends loans or advances to us except for credit facility limitation

restricting investments loans advances or capital contributions from the U.S parent corporation and

construction products subsidiaries in excess of $25 million credit facility limitation that provides total

investments loans or advances with all subsidiaries shall not exceed $75 million in the aggregate and typical

statutory restrictions which prohibit distributions in excess of net capital or similar tests Additionally we have

taken the income tax position the majority of our cash in non-U.S locations is permanently reinvested

We rely on operating cash flow short-term borrowings and long-term debt to provide for the working capital

needs of our operations We believe that we have the ability to obtain both short-term and long-term debt to meet

our financing needs for the foreseeable future
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Debt Outstanding and Debt Capacity

Notes Payable Notes payable were $28.3 million at December 2011 This amount mainly represented various

short-term borrowings that were not part of committed lines The weighted-average interest rates on these short-

term borrowings were 11.3 and 8.6 percent in 2011 and 2010 respectively

Long-Term Debt Long-term debt consisted of senior notes and term loan The Series and Series senior

notes bear fixed interest rate of 5.13 percent and mature in fiscal year 2017 The Series and Series senior

notes bear fixed interest rate of 5.61 percent and mature in fiscal year 2020 We are subject to prepayment

penalties on our senior notes As of December 2011 make-whole premiums were estimated to be if the

entire debt were paid off $44.1 million We currently have no intention to prepay any senior notes The term loan

matures in 2013 There are no prepayment penalties on the term loan See the discussion below regarding

borrowings on our lines of credit

We executed interest rate swap agreements for the purpose of obtaining floating rate of interest on $75 million

of the $150.0 million senior notes We have designated the $75 million of senior note debt as the hedged item in

fair value hedge As required by the accounting standards we recorded an asset for the fair value of the interest

rate swaps hedging instruments totaling $7.4 million and recognized liability of $7.1 million for change in the

fair value of the senior notes attributable to the change in the risk being hedged This calculation resulted in

$157.1 million being recorded in long-term debt as of December 2011 For further information related to long-

term debt see Note to Consolidated Financial Statements

Lines of Credit We have $200.0 million revolving credit agreement with consortium of financial

institutions at December 2011 This credit agreement creates an unsecured multi-currency revolving credit

facility that we can draw upon for general corporate purposes The credit agreement also contains an accordion

feature which allows us to increase the aggregate credit facility size to up to $275.0 million Exercise of the

accordion feature requires the approval of the consortium of financial institutions Interest is payable at the

London Interbank Offered Rate LIBOR plus 1.95 percent facility fee of 0.30 percent is payable quarterly

Both the interest rate and the facility fee percentage are based on rating grid The credit facility expires on

June 19 2013 As of December 2011 our committed lines of credit were undrawn

Goodwill and Other Intangible Assets

As of December 2011 goodwill totaled $114.9 million percent of total assets and other intangible assets

net of accumulated amortization totaled $126.7 million 10 percent of total assets

The components of goodwill and other identifiable intangible assets net of amortization by segment Latin

America Paints does not have goodwill or other identifiable intangible assets at December 2011 follow

North Latin

America Construction America Asia

in millions Adhesives Products EIMEA Adhesives Pacific Total

Goodwill $27.5 $13.3 $47.9 5.5 $20.7 $114.9

Purchased technology patents 4.1 3.8 7.9

Customer relationships 93.6 14.8 108.4

Otherfinite-livedintangibleassets1 1.1 8.7 9.8

Indefinite-lived intangible assets2 0.6 0.6

Other finite-lived intangible assets are related to North America Adhesives and Construction Products operating segment trademarks

Indefinite-lived intangible assets are related to ETMEA operating segment trademarks
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Selected Metrics of Liquidity and Capital Resources

Key metrics we monitor are net working capital as percent of annualized net revenue trade account receivable

days sales outstanding DSO inventory days on hand free cash flow and debt capitalization ratio

December

2011

Net working capital as percentage of annualized net revenue 16.3%

Accounts receivable DSO2 54 Days

Inventory days on hand3 45 Days

Free cash flow4 $51.9 million

Debt capitalization ratio5 24.8%

Current quarter net working capital trade receivables net of allowance for doubtful accounts plus inventory minus trade payables

divided by annualized net revenue current quarter adjusted for extra week multiplied by four

Trade receivables net of allowance for doubtful accounts multiplied by 63 weeks for 2011 and 568 weeks for 2010 and divided by

the net revenue for the last months of the quarter

Total inventory multiplied by 63 for 2011 and 56 for 2010 and divided by cost of sales excluding delivery costs for the last months of

the quarter

Net cash provided by operations less purchased property plant and equipment and dividends paid

Total debt divided by total debt plus total stockholders equity

Another key metric is the return on invested capital or ROIC The calculation is represented by total return

divided by total invested capital

Total return is defined as gross profit less SGA expenses less taxes at the effective tax rate plus

income from equity method investments Total return is calculated using trailing 12 month infonnation

Total invested capital is defined as the sum of notes payable current maturities of long-term debt long-

term debt redeemable non-controlling interest and total equity

ROIC was introduced because we believe it provides true measure of return on capital invested We believe it is

an effective way to internally measure performance and it is focused on the long term The ROTC calculated at

December 2011 was 10.5 percent and at November 27 2010 was 9.5 percent The following table shows the

ROIC calculation as of December 2011 and November 27 2010 based on the definition above

in millions
_____________________ ______________________

Gross profit

Selling general and administrative expenses

Income taxes at effective rate

Income from equity method investments

Total return

Total invested capital

Return on invested capital

Summary of Cash Flows

Cash Flows from Operating Activities

in millions 2011

Net cash provided by operating activities $102.5

November 27
2010

16.7%

55 Days

44 Days

$24.3 million

28.4%

Trailing 12 months Trailing 12 months

as of December 2011 as of November 27 2010

447.1 399.0

318.0 292.0

38.8 30.5

9.0 8.0

99.2 84.5

941.8 885.1

10.5% 9.5%

2010

$74.1

2009

$71.4
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Net income including non-controlling interest was $89.0 million in 2011 $70.4 million in 2010 and $83.7

million in 2009 Changes in net working capital trade receivables inventory and accounts payable accounted

for use of cash of $21.5 million in 2011 use of cash of $31.4 million in 2010 and source of cash of $19.5

million in 2009 Following is an assessment of each of the net working capital components

Trade Receivables netChanges in trade receivables resulted in $21.9 million use of cash in 2011 as

compared to $17.5 million use of cash in 2010 and $15.7 million source of cash in 2009 The higher

sales activity was the primary reason for the increase in trade receivables in 2011 The DSO was 54 days

at December 2011 55 days at November 27 2010 and 53 days at November 28 2009

InventoryChanges in inventory resulted in $13.0 million use of cash in 2011 as compared to use of

cash of $5.2 million in 2010 and source of cash of $35.7 million in 2009 Inventory days on hand were

45 days at the end of 2011 as compared to 44 days and 46 days at the end of 2010 and 2009

respectively Through the first three quarters of 2011 inventory increases had resulted in use of cash of

$46.5 million driven by higher raw material costs and purchasing certain raw materials based on

availability rather than on forecasted usage In the fourth quarter inventories were managed down

providing strong boost to the fourth quarter cash flow

Trade PayablesChanges in trade payables resulted in source of cash of $13.3 million in 2011 and

use of cash of $8.8 million and $31.9 million in 2010 and 2009 respectively The trade payables had

increased through the first three quarters of 2011 resulting in $33.0 million source of cash and then

decreased in the fourth quarter in conjunction with the decrease in inventory

Contributions to our pension and other postretirement benefit plans were $11.9 million $15.1 million and $143.9

million in 2011 2010 and 2009 respectively The 2009 funding was related to our decision to make additional

contributions of $85.0 million to our U.S defined benefit pension plan and $50.0 million to our German plan

These additional contributions brought both plans to essentially fully-funded status at November 28 2009 and

enabled us to avoid large increase in pension expense in 2010 Changes in deferred income taxes resulted in

source of cash of $5.4 million in 2011 compared to source of cash of $9.3 million in 2010 and source of cash

of $34.0 million in 2009 The funding of our pension plans was the primary reason for the $34.0 million source

of cash from changes in deferred income taxes in 2009

Cash Flows from Investing Activities

in millions 2011 2010 2009

Net cash used in investing activities $38.7 $60.1 $25.8

Purchases of property plant and equipment were $36.0 million in 2011 as compared to $35.9 million in 2010 and

$22.7 million in 2009 The construction of the new manufacturing plant in India accounted for $6.0 million of the

2011 spending Other significant purchases of property plant and equipment in 2011 were capacity additions and

manufacturing upgrades in North America Europe and Asia Pacific and information technology enhancements

The amount of capital spending correlates to our belief that we have the production capacity in place for current

and ongoing operations We do not anticipate significant repair and maintenance activities on existing property

plant and equipment as result of current or past capital spending policies

In 2011 we acquired the principal assets and certain liabilities of Liquamelt Corp for $6.0 million In 2010 we

acquired the outstanding shares of Revertex Finewaters for $26.8 million net of cash acquired and we paid the

first year earn out of Nordic Adhesive Technology of $0.8 million In 2009 we acquired the outstanding shares of

Nordic Adhesive Technology for $4.2 million net of cash acquired See Note to the Consolidated Financial

Statements for further information on acquisitions

Cash Flows from Financing Activities

in millions 2011 2010 2009

Net cash provided by used in financing activities $42.8 $24.4 $39.0
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Long-term debt proceeds of $218.0 million and payments of $240.5 million netted to use of cash of $22.5

million in 2011 In 2010 long-term debt proceeds of $345.0 million and payments of $329.6 million including

the final $25.0 million annual repayment of the 1998 private placement debt netted to source of cash of $15.4

million Included in the 2010 proceeds of long-term debt is our November 13 2009 note purchase agreement

under which we issued $150.0 million in aggregate principal amount of senior unsecured notes The note

purchase agreement was funded in the first quarter of 2010 In 2011 we repurchased the 20 percent

non-controlling interest that Sekisui Chemical held in our China entities for $8.6 million Cash generated from

the exercise of stock options was $7.7 million in 2011 $4.0 million in 2010 and $0.8 million in 2009 The

increase in 2011 compared to 2010 and 2009 was mainly due to exercises by our former CEO as his departure

required the exercise of certain stock option awards and higher average stock price Repurchases of common

stock were $8.5 million in 2011 compared to $0.4 million in both 2010 and 2009 The higher 2011 repurchases of

common stock were primarily due to the $7.5 million from our 2010 share repurchase program

Contractual Obligations

Due dates and amounts of contractual obligations follow

Payments Due by Period

Less More

than 1-3 3-5 than

in millions Total lyear years years years

Long-term debt $204.0 $24.4 $22.5 $157.1

Interest payable on long-term debt 52.8 7.1 13.3 14.8 17.6

Operating leases 14.5 6.4 6.4 1.4 0.3

Pension contributions2 6.3 6.3

Purchase obligation contracts3 9.4 4.5 4.9

Total contractual obligations $287.0 $48.7 $47.1 $16.2 $175.0

Some of our interest obligations on long-term debt are variable based on LIBOR Interest payable for the variable portion is estimated

based on forward LIBOR curve

Pension contributions are only included for fiscal 2012 We have not determined our pension funding obligations beyond 2012 and thus

any potential future contributions have been excluded from the table

Represents contract to provide us with information technology services See Note 12 to Consolidated Financial Statements for further

information

We expect to make cash outlays in the future related to uncertain tax positions However due to the uncertainty

of the timing of future cash flows we are unable to make reasonably reliable estimates of the period of cash

settlement if any with the respective taxing authorities Accordingly gross unrecognized tax benefits of $6.2

million as of December 2011 have been excluded from the contractual obligations table above For further

information related to unrecognized tax benefits see Note to Consolidated Financial Statements

We expect 2012 capital expenditures to be approximately $40 million

Off-Balance Sheet Arrangements

There are no relationships with any unconsolidated special-purpose entities or financial partnerships established

for the purpose of facilitating off-balance sheet financial arrangements

Recently Issued Accounting Pronouncements

See Note to the Consolidated Financial Statements for information concerning new accounting standards and

the impact of the implementation of these standards on our financial statements
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Forward-Looking Statements and Risk Factors

The Private Securities Litigation Reform Act of 1995 provides safe harbor for forward-looking statements This

Annual Report on Form 10-K contains forward-looking statements within the meaning of the Private Securities

Litigation Reform Act of 1995 These statements may be identified by the use of words like plan expect
aim believe project anticipate intend estimate will should could including the negative

or variations thereof and other expressions that indicate future events and trends These plans and expectations

are based upon certain underlying assumptions including those mentioned with the specific statements Such

assumptions are in turn based upon internal estimates and analyses of current market conditions and trends our

plans and strategies economic conditions and other factors These plans and expectations and the assumptions

underlying them are necessarily subject to risks and uncertainties inherent in projecting future conditions and

results Actual results could differ materially from expectations expressed in the forward-looking statements if

one or more of the underlying assumptions and expectations proves to be inaccurate or is unrealized In addition

to the factors described in this report Item 1A Risk Factors identifies some of the important factors that could

cause our actual results to differ materially from those in any such forward-looking statements In order to

comply with the terms of the safe harbor we have identified these important factors which could affect our

financial performance and could cause our actual results for future periods to differ materially from the

anticipated results or other expectations expressed in the forward-looking statements These factors should be

considered together with any similar risk factors or other cautionary language that may be made elsewhere in

this Annual Report on Form 10-K

The list of important factors in Item 1A Risk Factors does not necessarily present in order of importance This

disclosure including that under Forward-Looking Statements and Risk Factors and other forward-looking

statements and related disclosures made by us in this report and elsewhere from time to time represents our best

judgment as of the date the information is given We do not undertake responsibility for updating any of such

information whether as result of new information future events or otherwise except as required by law

Investors are advised however to consult
any

further public company disclosures such as in filings with the

SEC or in our press releases on related subjects

Item 7A Quantitative and Qualitative Disclosures about Market Risk

Market Risk We are exposed to various market risks including changes in interest rates foreign currency

rates and prices of raw materials Market risk is the potential loss arising from adverse changes in market rates

and prices such as interest rates and foreign currency exchange rates

Our financial performance has been and may continue to be negatively affected by unfavorable economic

conditions Continued or further recessionary economic conditions may have an adverse impact on our sales

volumes pricing levels and profitability As domestic and international economic conditions change trends in

discretionary consumer spending also become unpredictable and subject to reductions due to uncertainties about

the future general reduction in consumer discretionary spending due to recession in the domestic and

international economies or uncertainties regarding future economic prospects could have material adverse

effect on our results of operations

Interest Rate Risk Exposure to changes in interest rates results primarily from borrowing activities used to

fund operations Committed floating rate credit facilities are used to fund portion of operations We believe that

probable near-term changes in interest rates would not materially affect financial condition results of operations

or cash flows The annual impact on interest expense of one-percentage point interest rate change on the

outstanding balance of our variable rate debt as of December 2011 would be approximately $1.6 million or

$0.02 per diluted share

Foreign Exchange Risk As result of being global enterprise there is exposure to market risks from

changes in foreign currency exchange rates which may adversely affect operating results and financial condition

Approximately 61 percent of net revenue was generated outside of the United States in 2011 Principal foreign
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currency exposures relate to the Euro Canadian dollar Australian dollar British pound sterling Japanese yen
Swiss franc Argentine peso Brazilian real Chilean peso Colombian peso Costa Rican colon Chinese renminbi

Honduran lempira Indian rupee and Mexican peso

Our objective is to balance where possible local currency denominated assets to local currency denominated

liabilities to have natural hedge and minimize foreign exchange impacts We enter into cross border

transactions through importing and exporting goods to and from different countries and locations These

transactions generate foreign exchange risk as they create assets liabilities and cash flows in currencies other

than the local currency This also applies to services provided and other cross border agreements among

subsidiaries

We take steps to minimize risks from foreign currency exchange rate fluctuations through normal operating and

financing activities and when deemed appropriate through the use of derivative instruments We do not enter

into any speculative positions with regard to derivative instruments

From sensitivity analysis viewpoint based on 2011 financial results and foreign currency
balance sheet

positions as of December 2011 hypothetical overall 10 percent change in the U.S dollar would have resulted

in change in net income of approximately $4.0 million or $0.08 per
diluted share

Raw Materials The principal raw materials used to manufacture products include resins polymers synthetic

rubbers vinyl acetate monomer and plasticizers We generally avoid sole source supplier arrangements
for raw

materials While alternate supplies of most key raw materials are available unplanned supplier production

outages may lead to strained supply-demand situations for several key raw materials such as ethylene and

propylene several polymers and other petroleum derivatives such as waxes

The purchase of raw materials is our largest expenditure Our objective is to purchase raw materials that meet

both our quality standards and production needs at the lowest total cost Most raw materials are purchased on the

open market or under contracts that limit the frequency but not the magnitude of price increases In some cases

however the risk of raw material price changes is managed by strategic sourcing agreements which limit price

increases to increases in supplier feedstock costs while requiring decreases as feedstock costs decline The

leverage of having substitute raw materials approved for use wherever possible is used to minimize the impact of

possible price increases
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Item Financial Statements and Supplementary Data

Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders

H.B Fuller Company

We have audited the accompanying consolidated balance sheets of H.B Fuller Company as of December 2011

and November 27 2010 and the related consolidated statements of income total equity and cash flows for each

of the fiscal years
in the three-year period ended December 2011 We also have audited H.B Fuller

Companys internal control over financial reporting as of December 2011 based on criteria established in

internal Control integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway

Commission COSO H.B Fuller Companys management is responsible for these consolidated financial

statements for maintaining effective internal control over financial reporting and for its assessment of the

effectiveness of internal control over financial reporting included in the accompanying Managements Report on

Internal Control of Financial Reporting Our responsibility is to express an opinion on these consolidated

financial statements and an opinion on the Companys internal control over financial reporting 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 audits to obtain reasonable assurance about

whether the financial statements are free of material misstatement and whether effective internal control over

financial reporting was maintained in all material respects Our audits of the consolidated financial statements

included examining on test basis evidence supporting the amounts and disclosures in the financial statements

assessing the accounting principles used and significant estimates made by management and evaluating the

overall financial statement presentation Our audit of internal control over financial reporting included obtaining

an understanding of internal control over financial reporting assessing the risk that material weakness exists

and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk

Our audits also included performing such other procedures as we considered necessary in the circumstances We

believe that our audits provide reasonable basis for our opinions

companys internal control over financial reporting is 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 companys internal control over financial reporting

includes those policies and procedures that pertain to the maintenance of records that in reasonable detail

accurately and fairly reflect the transactions and dispositions of the assets of the company 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 provide reasonable

assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the

companys assets that could have 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 the consolidated financial statements referred to above present fairly in all material respects the

financial position of H.B Fuller Company as of December 2011 and November 27 2010 and the results of its

operations and its cash flows for each of the fiscal years in the three-year period ended December 2011 in

conformity with U.S generally accepted accounting principles Also in our opinion H.B Fuller Company

maintained in all material respects effective internal control over financial reporting as of December 2011

based on criteria established in internal Controlintegrated Framework issued by the Committee of Sponsoring

Organizations of the Treadway Commission
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As disclosed in Note to the consolidated financial statements in fiscal 2010 the Company changed the manner

in which it accounts for business combinations Also as disclosed in Note to the consolidated financial

statements in fiscal 2009 the Company changed the date it uses to measure the funded status of its defined

benefit pension and other postretirement plans

Is KPMG LLP

Minneapolis MN
January 27 2012
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CONSOLIDATED STATEMENTS OF INCOME
H.B Fuller Company and Subsidiaries

In thousands except per
share amounts

Fiscal Years

December November 27 November 28
2011 2010 2009

Net revenue 1557552 $1356161 $1234659

Cost of sales 1110462 958980 863357

Gross profit 447090 397181 371302

Selling general and administrative
expenses 318046 292836 264141

Special charges 7499
Asset impairment charges 332 8785 790
Other income expense net 4590 2572 15983

Interest expense 10811 10414 7734

Income before income taxes and income from equity method

investments 114992 87718 114620

Income taxes 34951 25307 36728

Income from equity method investments 9006 8008 5794

Net income including non-controlling interests 89047 70419 83686

Net income loss attributable to non-controlling interests 58 458 32

Net income attributable to H.B Fuller 89105 70877 83654

Earnings per share attributable to H.B Fuller common

stockholders

Basic 1.82 1.46 1.73

Diluted 1.79 1.43 1.70

Weighted-average common shares outstanding

Basic 48991 48599 48325

Diluted 49866 49608 49117

Dividends declared per common share 0.295 0.278 0.270

See accompanying notes to consolidated financial statements
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See accompanying notes to consolidated financial statements

December November 27
2011 2010

CONSOLIDATED BALANCE SHEETS

H.B Fuller Company and Subsidiaries

In thousands except share and per share amounts

Assets

Current assets

Cash and cash equivalents

Trade receivables net

Inventories

Other current assets

Total current assets

Property plant and equipment net ..

Goodwill

Other intangibles net

Other assets

Total assets

Liabilities redeemable non-controlling interest and total equity Current

liabilities

Notes payable

156149

244275

135993

60173

596590

255883

114895

126710

133631

$1227709

28310

24375

116354

43077

11807

31062

254985

179611

41166

42483

518245

3887

49450

23770

720989

89005

705204

373

705577

$1227709

133277

221020

121621

57699

533617

251075

108970

131517

128278

$1153457

27243

22500

102107

45645

4931

28907

231333

200978

42788

43968

519067

49194

22701

646596

86557

631934

2456

634390

$1153457

Current maturities of long-term debt

Trade payables

Accrued compensation

Income taxes payable

Other accrued
expenses

Total current liabilities

Long-term debt excluding current maturities

Accrued pension liabilities

Other liabilities

Total liabilities

Commitments and contingencies

Redeemable non-controlling interest

Equity

H.B Fuller stockholders equity

Preferred stock no shares outstanding Shares authorized10045900

Common stock par value $1.00 per share Shares authorized160000000

Shares outstanding49449579 and 49194251 for 2011 and 2010

respectively

Additional paid-in capital

Retained earnings

Accumulated other comprehensive income loss

Total H.B Fuller stockholders equity

Non-controlling interests

Total equity

Total liabilities redeemable non-controlling interest and total equity
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CONSOLIDATED STATEMENTS OF TOTAL EQUITY
H.B Fuller Company and Subsidiaries

In thousands

Balance at November 29 2008

Net income including non- controlling

interests

Foreign currency translation

Defined benefit pension plans adjustment net of

tax of $49605

Interest rate swap net of tax

Comprehensive Income

Effect of eliminating early measurement date

for pension plans net of tax of $116

Dividends

Stock option exercises

Share-based compensation plans other net

Tax benefit on share-based compensation

plans

Repurchases of common stock

Balance at November 28 2009

Net income including non-controlling

interests

Foreign currency translation

Defined benefit pension plans adjustment net of

tax of$l523
Interest rate swap net of tax

Comprehensive Income

Dividends

Stock option exercises

Share-based compensation plans other net

Tax benefit on share-based compensation

plans

Repurchases of common stock

Balance at November 27 2010

Net income including non- controlling

interests

Foreign currency translation

Defined benefit pension plans adjustment net of

tax of $3603

Interest rate swaps net of tax

Comprehensive Income

Dividends

Stock option exercises

Share-based compensation plans other net

Tax benefit on share-based compensation

plans

Repurchases of common stock

Repurchase of non-controlling interest

Redeemable non-controlling interest

Balance at December 2011

59 777

176 6388

201

25 337
________ ________

48658 12309 589451 59064

358 3592

196 6650

28666

1142

31

509

18 359
_______ _______

49194 22701 646596 86557

528 7169

122 7486

1140

394 8116
6610

3382

5872
42

$49450 $23770 $720989 $89005

Non-Controlling

Interests Total

2843 $538454

32 83686

13 66771

88629
139

61689

29

13169
836

6564

201

______
362

2888 594242

458 70419

26 28640

1142

31

42952

13732
3950

6846

509

_______
377

2456 634390

58 89047

3389

5872
42

86606

14712
7697

7608

1140

8510
8600

______
42

_______
$705577

See accompanying notes to consolidated financial statements

H.B Fuller Company Shareholders

Accumulated

Additional Other

Common Paid-in Retained Comprehensive

Stock Capital Earnings Income Loss

$48448 5280 $518937 $37054

83654

66758

88629
139

29

13169

70877

13732

89105

14712

1990
42

373
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H.B FULLER COMPANY AND SUBSIDIARIES

Consolidated Statements of Cash Flows

In thousands

Fiscal Years

December November 27 November 28
2011 2010 2009

Cash flows from operating activities

Net income including non-controlling interests 89047 70419 83686

Adjustments to reconcile net income including non-controlling interests to net

cash provided by operating activities

Depreciation 31054 30361 34709

Amortization 10162 10839 12038

Deferred income taxes 5405 9343 33994

Income from equity method investments 9006 8008 5794
Share-based compensation 7741 6405 5668

Pension and other postretirement benefit plan contributions 11851 15100 143913
Pension and other postretirement benefit plan income expense 1769 8102 1092

Excess tax benefit from share-based compensation 1140 509 201
Asset impairment charges 332 8785 790

Change in assets and liabilities net of effects of acquisitions

Trade receivables net 21862 17461 15691

Inventories 12955 5190 35686

Other assets 4831 5831 15948

Trade payables 13329 8762 31863
Accrued compensation 2720 2626 17706

Other accrued expenses 2161 3696 744
Income taxes payable 6495 1764 14455
Other liabilities 5325 12462 3780

Other 1432 4949 15152

Net cash provided by operating activities 102497 74068 71410

Cash flows from investing activities

Purchased property plant and equipment 36032 35910 22738
Purchased businesses net of cash acquired 6000 27573 4175
Proceeds from sale of property plant and equipment 3313 3417 1109

Net cash used in investing activities 38719 60066 25804

Cash flows from financing activities

Proceeds from long-term debt 218000 345000 365338

Repayment of long-term debt 240500 329625 389000
Net proceeds from payments on notes payable 1081 18566 2934
Dividends paid 14550 13624 13124
Proceeds from stock options exercised 7697 3950 836

Excess tax benefit from share-based compensation 1140 509 201

Purchased non-controlling interests 8600
Proceeds from issuance of redeemable non-controlling interest 1425

Repurchases of common stock 8510 377 362

Net cash provided by used in financing activities 42817 24399 39045

Effect of exchange rate changes 1911 5278 13223

Net change in cash and cash equivalents 22872 33123 19784

Cash and cash equivalents at beginning of year 133277 100154 80370

Cash and cash equivalents at end of year 156149 133277 100154

Supplemental disclosure of cash flow information

Dividends paid with company stock 162 108 116

Cash paid for interest 13349 12095 9166

Cash paid for income taxes 16607 13768 9259

See accompanying notes to consolidated financial statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
H.B Fuller Company and Subsidiaries

In thousands except share and per share amounts

Note Nature of Business and Summary of Significant Accounting Policies

Nature of Business H.B Fuller Company and its subsidiaries formulate manufacture and market adhesives

sealants paints and other specialty chemical products globally with sales operations in 40 countries in North

America Europe Latin America the Asia Pacific region the Middle East and Africa Our business is reported

in six operating segments North America Adhesives Construction Products EIMEA Europe India Middle

East and Africa Latin America Adhesives Latin America Paints and Asia Pacific Of the 2011 net revenue

North America Adhesives operating segment accounted for 32
percent

Construction Products
percent

EIMEA 30 percent Latin America Adhesives percent Latin America Paints percent and Asia Pacific 13

percent

The North America Adhesives EIMEA Latin America Adhesives and Asia Pacific operating segments produce

and supply industrial and performance adhesives products for applications in various markets including

assembly appliances filters construction etc packaging food and beverage containers consumer goods

durable and non-durable goods etc converting corrugation tape and label paper converting multi-wall bags

and sacks etc nonwoven and hygiene disposable diapers feminine care medical garments tissue and towel

etc performance wood windows doors wood flooring etc textile footwear sportswear etc flexible

packaging graphic arts and envelope

The Consumer Products operating segment includes products used for tile setting adhesives grouts mortars

sealers levelers etc and HVAC and insulation applications duct sealants weather barriers and fungicidal

coatings block fillers etc. The Latin America Paints operating segment produces and supplies liquid paint

through variety of distribution channels in Central America

Principles of Consolidation The consolidated financial statements include the accounts of H.B Fuller

Company and its wholly-owned and majority-owned subsidiaries All significant intercompany transactions and

accounts have been eliminated Investments in affiliated companies in which we exercise significant influence

but which we do not control are accounted for in the consolidated financial statements under the equity method

of accounting As such consolidated net income includes our equity portion in current earnings of such

companies after elimination of intercompany profits Investments in which we do not exercise significant

influence generally less than 20 percent ownership interest are accounted for under the cost method

Our 50 percent ownership in Sekisui-Fuller Company Ltd our Japan joint venture is accounted for under the

equity method of accounting as we do not exercise control over the company For fiscal year 2011 this equity

method investment is significant subsidiary as defined in Rule 1-02w of Regulation S-X under the Securities

Exchange Act of 1934 As of December 2011 Sekisui-Fuller Company Ltd had current assets of $117701

non-current assets of $28018 current liabilities of $53599 and non-current liabilities of $3331 For the year

ended December 2011 Sekisui-Fuller Company Ltd had net revenue of $217427 gross profit of $64300 and

net income of $18012 As of November 27 2010 Sekisui-Fuller Company Ltd had current assets of $97453

non-current assets of $22224 current liabilities of $45477 and non-current liabilities of $809 For the year

ended November 27 2010 Sekisui-Fuller Company Ltd had revenue of $186384 gross profit of $57562 and

net income of $16016

Our fiscal year ends on the Saturday closest to November 30 Fiscal year-end dates were December

2011 November 27 2010 and November 28 2009 for 2011 2010 and 2009 respectively Every five or six years

we have 53n week in our fiscal year 2011 was 53-week year for us

Use of Estimates Preparation of the consolidated financial statements in conformity with U.S generally

accepted accounting principles requires us to make estimates and assumptions that affect the amounts reported in

the financial statements and accompanying notes Actual results could differ from those estimates
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Revenue Recognition For shipments made to customers title generally passes to the customer when all

requirements of the sales arrangement have been completed which is generally at the time of delivery Revenue

from product sales is recorded when title to the product transfers no remaining performance obligations exist the

terms of the sale are fixed and collection is probable Shipping terms include both FOB shipping point and FOB

destination Stated terms in sale agreements also include payment terms and freight terms Net revenues include

shipping revenues as appropriate

Provisions for sales returns are estimated based on historical experience and are adjusted for known returns if

material Customer incentive programs primarily volume purchase rebates and arrangements such as

cooperative advertising slotting fees and buy-downs are recorded as reduction of net revenue in accordance

with FASB Accounting Standard Codification ASC 605-50 Customer Payments and Incentives Rebates

recorded in the consolidated statements of income were $17427 $20016 and $17377 in 2011 2010 and 2009

respectively

For certain products consigned inventory is maintained at customer locations For these products revenue is

recognized in the period that the inventory is consumed Sales to distributors also require distribution

agreement or purchase order As normal practice distributors do not have right of return

Cost of Sales Cost of sales includes raw materials container costs direct labor manufacturing overhead

shipping and receiving costs freight costs depreciation of manufacturing equipment and other less significant

indirect costs related to the production of our products

Selling General and Administrative SGA Expenses SGA expenses include sales and marketing

research and development technical and customer service finance legal human resources general management

and similarexpenses

Income Taxes The income tax provision is computed based on the pre-tax income included in the

consolidated statements of income before income from equity method investments The asset and liability

approach is used to recognize deferred tax assets and liabilities for the expected future tax consequences of

temporary differences between the carrying amounts and the tax bases of assets and liabilities Enacted statutory

tax rates applicable to future years are applied to differences between the financial statement carrying amounts

and the tax basis of existing assets and liabilities The effect on deferred taxes of change in tax rates is

recognized in income in the period that includes the enactment date Valuation allowances reduce deferred tax

assets when it is not more-likely-than-not that tax benefit will be realized See Note to Consolidated Financial

Statements

Cash Equivalents Cash equivalents are highly liquid instruments with an original maturity of three months or

less

Restrictions on Cash There were no restrictions on cash as of December 2011 There are no contractual or

regulatory restrictions on the ability of consolidated and unconsolidated subsidiaries to transfer funds in the form

of cash dividends loans or advances to us except for typical statutory restrictions which prohibit distributions in

excess of net capital or similar tests However the majority of our cash in non U.S locations is considered

permanently reinvested

Trade Receivable and Allowances Trade receivables are recorded at the invoiced amount and do not bear

interest Allowances are maintained for doubtful accounts credits related to pricing or quantities shipped and

early payment discounts The allowance for doubtful accounts includes an estimate of future uncollectible

receivables based on the aging of the receivable balance and our collection experience The allowance also

includes specific customer accounts when it is probable that the full amount of the receivable will not be

collected Invoices are written off against the allowance when the invoice is 18 months past terms See Note to

Consolidated Financial Statements for more information
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Inventories Inventories recorded at cost not in excess of market value as determined by the last-in first-out

method LIFO represent approximately 22 percent of consolidated inventories During 2011 2010 and 2009

reductions in inventory quantities resulted in liquidations of LIFO inventory layers causing an increase in net

pre-tax income of $273 $1349 and $290 respectively The remaining inventories which include all non-U.S

operations are valued at the lower of cost mainly weighted average actual cost or market value

Investments Investments with value of $11107 represent the cash surrender value of life insurance

contracts on December 2011 These assets are held to primarily support supplemental pension plans and are

recorded in other assets in the consolidated balance sheets The corresponding gain or loss associated with these

contracts is reported in earnings each period as component of Other income expense net

Investments in Equity Securities Carried at Cost Fair value of cost method investments is assessed

according to accounting standards We did not have any impairment of our cost method investments for the years

ended December 2011 November 27 2010 or November 28 2009 The book value of the cost method

investments as of December 2011 was $3571 and $3579 as of November 27 2010

Property Plant and Equipment Property plant and equipment are carried at cost and depreciated over the

useful lives of the assets using the straight-line method Estimated useful lives range from 20 to 40 years for

buildings and improvements to 15
years

for machinery and equipment and the shorter of the lease or expected

life for leasehold improvements and capitalized lease assets Fully depreciated assets are retained in property and

accumulated depreciation accounts until removed from service Upon disposal assets and related accumulated

depreciation are removed Upon sale of an asset the difference between the proceeds and remaining net book

value is charged or credited to other income expense net on the consolidated statements of income Interest

costs associated with construction and implementation of property plant and equipment of $114 $240 and $149

were capitalized in 2011 2010 and 2009 respectively

Goodwill We test goodwill for impairment annually during the fourth quarter and whenever events occur or

changes in circumstances indicate that impairment may have occurred Impairment testing is performed for each

of our reporting units by comparing the reporting units estimated fair value to its carrying amount including

goodwill We use discounted cash flow approach to estimate the fair value of our reporting units Our judgment

is required in developing the assumptions for the discounted cash flow model These assumptions include

revenue growth rates profit margin percentages discount rates perpetuity growth rates future capital

expenditures working capital requirements etc If the estimated fair value of reporting unit exceeds its carrying

value goodwill is considered to not be impaired If the carrying value exceeds estimated fair value there is an

indication of potential impairment and we calculate an implied fair value of goodwill The implied fair value is

calculated as the difference between the fair value of the reporting unit and the fair value of the individual assets

and liabilities of the reporting unit excluding goodwill An impairment charge is recorded for any excess of the

carrying value over the implied fair value Based on our 2011 annual assessment we determined that none of our

goodwill was impaired

Intangible Assets Intangible assets include patents and other intangible assets acquired from independent

parties and are amortized on straight-line basis with estimated useful lives ranging from to 20 years The

straight-line method of amortization of these assets reflects an appropriate allocation of the costs of the intangible

assets to earnings in proportion to the amount of economic benefits obtained in each reporting period

Impairment of Long-Lived Assets Our long-lived assets are tested for impairment whenever events or

circumstances indicate that carrying amount of an asset asset group may not be recoverable An impairment

loss would be recognized when the carrying amount of an asset asset group exceeds the estimated undiscounted

future cash flows expected to result from the use of the asset asset group and its eventual disposition The

impairment loss to be recorded would be the excess of the assets carrying value over its fair value Fair value is

generally determined using discounted cash flow analysis or other valuation technique Costs related to

internally developed intangible assets are expensed as incurred See Note to Consolidated Financial Statements

for additional information
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Foreign Currency Translation Assets and liabilities of non-U.S functional currency entities are translated to

U.S dollars at period-end exchange rates and the resulting gains and losses arising from the translation of those

net assets are recorded as cumulative translation adjustment component of accumulated other comprehensive

income loss in stockholders equity Revenues and expenses are translated using average exchange rates during

the year Foreign currency transaction gains and losses are included in other income expense net in the

consolidated statements of income

We consider subsidiarys sales price drivers currency denomination of sales transactions and inventory

purchases to be the primary indicators in determining foreign subsidiarys functional currency Our subsidiaries

in Latin America and certain European countries have functional currency different than their local currency

All other foreign subsidiaries which are located in North America Europe and Asia have the same local and

functional currency

Postemployment Benefits Prior to 2010 postemployment benefits such as medical dental and life insurance

coverage were provided to inactive U.S employees employees beneficiaries and covered dependents after

active employment but prior to retirement The cost of providing these benefits was accrued during the years the

employee rendered the necessary service

During 2010 we made decision to limit the postemployment benefits coverage to period of twelve months after

active employment ends The result of this decision was $2534 reduction in the postemployment liability and

one-time benefit that was recorded in the SGA expense line of the consolidated statements of income in 2010

Asset Retirement Obligations We recognize asset retirement obligations AROs in the period in which we

have an existing legal obligation associated with the retirement of tangible long-lived asset and the amount can

be reasonably estimated The ARO is recognized at fair value when the liability is incurred Upon initial

recognition of liability that cost is capitalized as part of the related long-lived asset and depreciated on

straight-line basis over the remaining estimated useful life of the related asset We have recognized liability

related to special handling of asbestos related materials in certain facilities for which we have plans or

expectation of plans to undertake major renovation or demolition project that would require the removal of

asbestos or have plans or expectation of plans to exit facility In addition we have determined that all facilities

have some level of asbestos that will require abatement action in the future Once the probability and timeframe

of an action are determined we apply certain assumptions to determine the related liability and asset These

assumptions include the use of inflation rates the use of credit adjusted risk-free discount rates and the

estimation of costs to handle asbestos related materials The recorded liability is required to be adjusted for

changes resulting from the passage of time and/or revisions to the timing or the amount of the original estimate

The asset retirement obligation liability was $1400 and $1369 at December 2011 and November 27 2010

respectively

Environmental Costs Environmental expenditures that relate to current operations are expensed or

capitalized as appropriate Expenditures that relate to an existing condition caused by past operations and which

do not contribute to current or future revenue generation are expensed Liabilities are recorded when

environmental assessments are made or remedial efforts are probable and the costs can be reasonably estimated

The timing of these accruals is generally no later than the completion of feasibility studies

Share-based Compensation We have various share-based compensation programs which provide for equity

awards including stock options and restricted stock We use the straight-line method to recognize compensation

expense associated with share-based awards based on the fair value on the date of grant net of the estimated

forfeiture rate Expense is recognized over the requisite service period related to each award which is the period

between the grant date and the earlier of the awards stated vesting term or the date the employee is eligible for

early retirement based on the terms of the plan The fair value of stock options is estimated using the Black

Scholes option pricing model All of our stock compensation expense is recorded in SGA expenses in the

consolidated statements of income See Note to the Consolidated Financial Statements for additional

information
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Earnings Per Share Basic earnings per
share is calculated by dividing net income attributable to H.B Fuller

by the weighted average number of common shares outstanding during the applicable period Diluted earnings

per share is based upon the weighted average
number of common and common equivalent shares outstanding

during the applicable period The difference between basic and diluted earnings per share is attributable to share-

based compensation awards We use the treasury stock method to calculate the effect of outstanding awards

which computes total employee proceeds as the sum of the amount the employee must pay upon exercise of

the award the amount of unearned share-based compensation costs attributed to future services and the

amount of tax benefits if any that would be credited to additional paid-in capital assuming exercise of the

award Share-based compensation awards for which total employee proceeds exceed the average market price

over the applicable period have an antidilutive effect on earnings per share and accordingly are excluded from

the calculation of diluted earnings per share The computations for basic and diluted earnings per share follows

2011 2010 2009

Net income attributable to H.B Fuller 89105 70877 83654

Weighted-average common sharesbasic 48991000 48599000 48325000

Equivalent shares from share-based compensation plans 875000 1009000 792000

Weighted-average common and common equivalent

sharesdiluted 49866000 49608000 49117000

Share-based compensation awards for 856593 1209614 and 1283878 shares for 2011 2010 and 2009

respectively were excluded from the diluted earnings per
share calculation because they were antidilutive

Financial Instruments and Derivatives Our objective is to balance where possible local currency

denominated assets to local currency denominated liabilities to have natural hedge and minimize foreign

exchange impacts We minimize risks from foreign currency exchange rate fluctuations through normal operating

and financing activities and when deemed appropriate through the use of derivative instruments Derivatives

consisted primarily of forward currency contracts used to manage foreign currency denominated assets and

liabilities Because derivative instruments outstanding were not designated as hedges for accounting purposes

the gains and losses related to mark-to-market adjustments were recognized as other income or expense
in the

income statement during the periods the derivative instruments were outstanding We do not enter into any

speculative positions with regard to derivative instruments See Note 11 to the Consolidated Financial Statements

for further information

Purchase of Company Common Stock Under the Minnesota Business Corporation Act repurchased stock is

included in authorized shares but is not included in shares outstanding The excess of the repurchase cost over

par value is charged to additional paid-in capital When additional paid-in capital is exhausted the excess reduces

retained earnings We repurchased 48675 17804 and 24808 shares of common stock in 2011 2010 and 2009

respectively in connection with the statutory minimum for the tax withholdings related to vesting of restricted

shares See Note to the Consolidated Financial Statements for further information

Recently Adopted Accounting Pronouncements

On November 30 2008 the beginning of our fiscal 2009 we adopted ASC 15-10-50 Disclosures about

Derivative Instruments and Hedging Activities which required additional quantitative disclosures and

qualitative disclosures for derivative instruments The required disclosures include how derivative instruments

and related hedged items affect an entitys financial position financial performance and cash flows relative

volume of derivative activity the objectives and strategies for using derivative instruments the accounting

treatment for those derivative instruments formally designated as the hedging instrument in hedge relationship

and the existence and nature of credit-related contingent features for derivatives The adoption of this accounting

standard did not have material impact on our financial condition results of operations or cash flows See Note

11 to the Consolidated Financial Statements for further information
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On November 28 2009 the end of our fiscal 2009 we adopted the measurement provisions of ASC 715

Employers Accounting for Defined Benefit Pension and Other Retirement Plans The measurement provisions

required us to change the measurement date of our plans assets and obligations that determine our funded status

to our fiscal year end date As result of changing our measurement date there were adjustments to retained

earnings and accumulated other comprehensive income which we elected to make in the fourth quarter of 2009

See Note 10 to the Consolidated Financial Statements for further information

On November 29 2009 the beginning of our fiscal 2010 we adopted the new standards codified within ASC

805 Business Combinations which establishes principles and requirements for how an acquirer recognizes and

measures in its financial statements the identifiable assets acquired the liabilities assumed any non-controlling

interest in the acquiree and the goodwill acquired The standard establishes disclosure requirements that will

enable users to evaluate the nature and financial effects of the business combination The standard also addresses

application issues on initial recognition and measurement subsequent measurement and accounting and

disclosure of assets and liabilities arising from contingencies in business combination With the adoption of this

standard our accounting for business combinations has changed on prospective basis for business combinations

completed after November 29 2009

On November 29 2009 the beginning of our fiscal 2010 we adopted the new requirements of ASC 810
Consolidation which establishes the accounting for and reporting of non-controlling interests in partially

owned consolidated subsidiaries and the loss of control of subsidiaries The standard requires that

non-controlling interests previously referred to as minority interests be included in the consolidated balance

sheets within equity separate from the parents equity and consolidated net income be reported at amounts

inclusive of both the parents and the non-controlling interests shares with disclosure on the face of the

consolidated statements of earnings of the amounts attributable to the parent and to the non-controlling interests

In addition changes in parents ownership should be treated as an equity transaction and if subsidiary is

deconsolidated any retained non-controlling interests in the former subsidiary should be measured at fair value

with gain or loss recognized in net earnings These provisions are to be applied prospectively except for the

presentation and disclosure requirements which are to be applied retrospectively to all periods presented Other

than the change in presentation of non-controlling interests this adoption did not have material impact on our

consolidated financial statements

On November 29 2009 the beginning of our fiscal 2010 we adopted ASC 350 IntangiblesGoodwill and

Other which amends the factors that should be considered in developing renewal or extension assumptions used

to determine the useful life of recognized intangible asset The objective is to improve the consistency between

the useful life of recognized intangible asset and the period of expected cash flows used to measure the fair

value of the asset under accounting standards This standard applies to all intangible assets whether acquired in

business combination or otherwise The standard has been applied prospectively to intangible assets acquired

after November 29 2009

On November 27 2010 the end of our fiscal 2010 we adopted the new accounting standards in ASC 715

CompensationRetirement Benefits regarding companys disclosures about postretirement benefit plan

assets This standard provides guidance on disclosures about plan assets of defined benefit pension or other

postretirement plan These new disclosures will provide users of the financial statements with an understanding

of how investment allocation decisions are made the major categories of plan assets the input and valuation

techniques used to measure the fair value of plan assets the effects of fair value measurements and the

significant concentrations of risk in regard to the plan assets See Note 10 to the Consolidated Financial

Statements for further information

On November 28 2010 the beginning of our fiscal 2011 we adopted the new guidance in ASC Topic 605
Revenue Recognition relating to the accounting for revenue arrangements involving multiple deliverables The

updates require companies to allocate revenue in arrangements involving multiple deliverables based on the

estimated selling price of each deliverable even though such deliverables are not sold separately either by the
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company itself or other vendors This guidance eliminates the requirement that all undelivered elements must

have objective and reliable evidence of fair value before company can recognize the portion of the overall

arrangement fee that is attributable to items that already have been delivered The adoption of this standard did

not impact our consolidated financial statements

New Accounting Pronouncements

In May 2011 the FASB issued ASU No 2011-04 Amendments to Achieve Common Fair Value Measurement

and Disclosure Requirements in U.S GAAP and IFRS This ASU does not extend the use of fair value but

provides guidance about how fair value should be applied where it already is required or permitted under U.S

GAAP or IFRS For U.S GAAP most of the changes are clarifications of existing guidance or wording changes

to align with IFRS 13 The amendments are effective for interim and annual periods beginning after

December 15 2011 which is the second quarter of our fiscal year 2012 and are applied prospectively We do not

expect the adoption of these amendments to have material effect on our consolidated financial statements

In June 2011 the FASB issued ASU No 2011-05 Presentation of Comprehensive Income These updates

require entities to present items of net income and other comprehensive income either in single continuous

statement or in separate but consecutive statements of net income and other comprehensive income The new

requirements do not change which components of comprehensive income are recognized in net income or other

comprehensive income or when an item of other comprehensive income must be reclassified to net income

However the current option under existing standards to report other comprehensive income and its components

in the statement of changes in equity is eliminated In addition the previous option to disclose reclassification

adjustments in the notes to the financial statements is also eliminated as reclassification adjustments will be

required to be shown on the face of the statement under the new standard The updates are effective for fiscal

years and interim periods within those years beginning after December 15 2011 which is our fiscal year 2013

Since this standard impacts disclosure requirements only its adoption will not have material impact on our

consolidated results of operations or financial condition

In September 2011 the FASB issued ASU No 2011-08 Testing Goodwill for Impairment which amended the

guidance on goodwill impairment testing to allow companies to first assess qualitative factors to determine

whether it is necessary to perform the two-step quantitative goodwill impairment test If as result of the

qualitative assessment an entity determines that it is more-likely-than-not that the fair value of reporting unit is

less than its carrying amount the quantitative impairment test is required Otherwise no further testing is

required The amendment is effective for fiscal years beginning after December 15 2011 which is our fiscal year

2013 but early adoption is permitted The adoption of this amendment had no impact our consolidated financial

statements

Note Acquisitions

Liquamelt Corp On April 15 2011 we acquired the principal assets and certain liabilities of Liquamelt

Corp manufacturer and marketer of adhesives and unique adhesive dispensing system Liquamelt Corp was

based in Lorain Ohio This innovative adhesive system delivers room temperature liquid adhesive to the point of

application where it is activated and dispensed It rapidly forms strong bonds over wide variety of substrates

The purchase price of $6000 was funded through existing cash Under the terms of the agreement the assets

acquired included trade receivables inventory equipment and intangible assets We assumed small trade

payables balance but no debt was assumed We also incurred acquisition related costs of approximately $118

which were recorded as selling general and administrative expenses in the consolidated statements of income

The acquisition was recorded in our North America Adhesives operating segment

In addition to the initial consideration the former owners of the Liquamelt business are entitled to receive

series of semi-annual cash payments based on certain financial performance criteria during the period April 15

2011 through November 26 2016 up to maximum additional consideration of $7000 We used present value
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technique based on expected future cash flows to estimate the fair value of the contingent consideration The

resulting fair value of the contingent consideration was $1919 which was recorded in long-term liabilities and

increased goodwill Each reporting period we will determine the fair value of the contingent consideration

liability and any changes in value will be reflected in the consolidated statements of income

Based on valuations we recorded

Current assets 175

Property plant and equipment 56

Intangibles 2868
Goodwill 4882

Current liabilities 62
Contingent consideration liabilities 1919

Total cash paid 6000

Of the $2868 of acquired intangibles $2173 was assigned to intellectual property with an expected life of 12

years $516 was assigned to trademarks with an expected life of 15 years and $179 was assigned to non-compete

agreements with expected lives of or years

Revertex Finewaters Sdn Bhd On June 2010 we acquired the outstanding shares of Revertex Finewaters

Sdn Bhd supplier of adhesives in Malaysia and Southeast Asia based outside Kuala Lumpur Malaysia The

acquisition further strengthens our market position in Southeast Asia and expands our geographic presence and

customer portfolio in the region The acquisition was stock purchase and therefore encompasses all Revertex

Finewaters business operations and was recorded in our Asia Pacific operating segment

The purchase price of $26768 which was net of cash acquired of $557 was funded through existing cash We

also incurred acquisition related costs of approximately $498 which were recorded as selling general and

administrative expenses in the consolidated statements of income

Nordic Adhesive Technology On April 20 2009 we acquired the outstanding shares of Nordic Adhesive

Technology GmbH developer and manufacturer of flexible packaging adhesives based in Buxtehude

Germany The acquisition was stock purchase and therefore encompassed all Nordic Adhesive Technology

business operations Intangible assets identified were customer lists technology trademarks and non-competition

agreements

The original purchase price of $4175 which was net of cash acquired of $370 was funded through existing

cash We also incurred $295 of direct external costs for legal and due diligence expenses The acquisition was

recorded in our EIMEA operating segment

The former shareholders of Nordic Adhesive Technology are entitled to an earn-out of up to 2600 over the first

three years based on certain financial performance criteria The first earn-out was based on financial

performance for period from April 2009 to April 2010 According to the terms of the agreement the first

earn-out period resulted in the former shareholders earning 608 or approximately $805 Because this acquisition

occurred prior to the new rules on accounting for business combinations described in Note to Consolidated

Financial Statements this amount was considered additional purchase price which increased goodwill The

second earn-out was based on financial performance for period from April 2010 to April 2011 According to

the terms of the agreement there was no earn-out for the second earn-out period There is one remaining earn-out

period that could result in an additional payment of up to 1992 which would also be considered additional

purchase price No amounts have been accrued for the remaining earn-out period as the contingency has not been

resolved and additional consideration is not distributable as of December 2011
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Note Accounting for Share-Based Compensation

Overview We have various share-based compensation programs which provide for equity awards including

stock options restricted stock and deferred compensation These equity awards fall under several plans and are

described below

Share-based Compensation Plans We currently grant stock options restricted stock and stock-based units

under equity compensation and deferred compensation plans

Non-qualified stock options are granted to officers and key employees at prices not less than fair market value at

the date of grant These non-qualified options are generally exercisable beginning one year from the date of grant

in cumulative yearly amounts of 25 percent or 33.3 percent and generally have contractual term of 10 years

Options exercised represent newly issued shares

Restricted stock awards are nonvested stock awards that may include grants of restricted stock shares or

restricted stock units Restricted stock awards are independent of option grants and are generally subject to

forfeiture if employment terminates prior to the release of the restrictions Such awards generally vest in three

years from the date of grant or 33.3 percent per year for three years depending on the grant During the vesting

period ownership of the shares cannot be transferred Restricted stock shares granted represent newly issued

shares and have the same cash dividend and voting rights as other common stock and are considered to be

currently issued and outstanding Restricted stock units have dividend equivalent rights equal to the cash

dividend paid on restricted stock shares However restricted stock units do not have voting rights of common

stock and are not considered issued and outstanding upon grant Restricted stock units become newly issued

shares when vested We expense the cost of the restricted stock awards which is the grant date fair market value

ratably over the period during which the restrictions lapse The grant date fair value is our closing stock price on

the date of grant

Directors Deferred Compensation Plan This plan allows non-employee directors to defer all or portion of

their retainer and meeting fees in number of investment choices including units representing shares of our

common stock We provide 10 percent match on deferred compensation invested in these units These units are

required to be paid out in our common stock

1998 Directors Stock Incentive Plan This plan offered non-employee directors incentives to put forth

maximum efforts for the success of the business and to afford non-employee directors an opportunity to acquire

proprietary interest in us This plan permitted granting of restricted stock and shares for amounts

non-employee directors deferred under the Directors Deferred Compensation Plan This plan expired in April

2008 and the shares are no longer available for use

2009 Directors Stock Incentive Plan This plan permits granting of shares for amounts non-employee

directors defer under the Directors Deferred Compensation Plan and discretionary grants of restricted stock

stock options stock appreciation rights performance awards and other stock awards

Year 2000 Stock Incentive Plan This plan allows for granting of awards to employees The plan permits

granting of stock options stock appreciation rights restricted stock awards performance awards

dividend equivalents and other awards based on our common stock including shares for amounts

employees deferred under the Key Employee Deferred Compensation Plan

Key Employee Deferred Compensation Plan This plan allows key employees to defer portion of their

eligible compensation in number of investment choices including units representing shares of company

common stock We provide 10 percent match on deferred compensation invested in these units

401k Plan All U.S employees have the option of contributing up to 75 percent
of their pre-tax earnings to

40 1k plan subject to IRS limitations We match up to the first percent of each employees pre-tax eamings

55



based on the employees contributions During the second quarter of 2011 we announced change to our U.S

Pension Plan Employees hired before January 2007 will no longer earn benefits for future service and salary

as they had in the past Affected participants are now eligible for separate annual retirement contribution to the

401k plan of percent of pay that is invested based on the election of the individual participant Employees

hired on or after January 2007 continue to be eligible for the percent contribution to the 401k plan The

percent contribution is in addition to our percent matching contribution described above and is in lieu of

participation in our defined benefit pension plan The total contribution to the 40 1k plan for 2011 was $5211

which included the cost of the percent company match of $3325 and the additional percent contribution of

$1886 The total contributions to the 401k plan were $3602 and $3106 in 2010 and 2009 respectively

Grant-Date Fair Value We use the Black-Scholes option-pricing model to calculate the grant-date fair value

of an award The fair value of options granted during 2011 2010 and 2009 were calculated using the following

assumptions

2011 2010 2009

Expected life in years 4.75

Weighted-average expected volatility 52.13% 50.88% 45.36%

Expected volatility 50.45% 52.30% 50.80% 1.60% 44.73% 50.50%

Risk-free interest rate 1.87% 2.07% 1.58%

Expected dividend yield 1.31% 1.35% 1.82%

Weighted-average fair value of grants 9.10 8.49 5.20

Expected lifeWe use historical employee exercise and option expiration data to estimate the expected life

assumption for the Black-Scholes grant-date valuation We believe that this historical data is currently the best

estimate of the expected term of new option We use weighted-average expected life for all awards

Expected volatilityVolatility is calculated using our stocks historical volatility for the same period of time as

the expected life We have no reason to believe that its future volatility will differ from the past

Risk-free interest rateThe rate is based on the U.S Treasury yield curve in effect at the time of the grant for the

same period of time as the expected life

Expected dividend yieldThe calculation is based on the total expected annual dividend payout divided by the

average stock price

Expense

We use the straight-line attribution method to recognize expense for all option awards with graded vesting and

restricted stock awards with graded and cliff vesting Expense is recognized over the requisite service period

which for us is the period between the grant date and the earlier of the awards stated vesting term or the date the

employee is eligible for early vesting based on the terms of the plans

Total share-based compensation expense was $7741 $6405 and $5668 for 2011 2010 and 2009 respectively

No share-based compensation was capitalized All share-based compensation was recorded as selling general

and administrative expense

The benefits of tax deductions in excess of recognized compensation costs excess tax benefits are recorded as

financing cash inflow rather than deduction of taxes paid For 2011 2010 and 2009 there was $1140 $509 and

$201 of excess tax benefit recognized resulting from share-based compensation cost respectively Our additional

paid in capital pool APIC Pool of excess tax benefits available to absorb tax deficiencies was $11572 at

December 2011 due to exercises of stock options vesting of restricted stock and deferred compensation

payouts in the year
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As of December 2011 $5715 of unrecognized compensation costs related to unvested stock option awards is

expected to be recognized over weighted-average period of 1.6 years Unrecognized compensation costs related

to unvested restricted stock awards is $4988 as of December 2011 and is expected to be recognized over

weighted-average period of 1.0
years

Share-based Activity

The option activity for the years ended December 2011 and November 27 2010 is summarized below

Weighted-

Average

Options Exercise Price

Outstanding at November 28 2009 2743223 $15.68

Granted 627756 20.59

Exercised 358421 11.02

Forfeited or Cancelled 192090 20.27

Outstanding at November 27 2010 2820468 $18.25

Granted 535873 22.11

Exercised 538709 14.75

Forfeited or Cancelled 394266 21.87

OutstandingatDecember32011 2423366 $19.29

The fair value of options granted during 2011 2010 and 2009 was $4878 $5327 and $5038 respectively Total

intrinsic value of options exercised during 2011 2010 and 2009 was $4231 $3542 and $315 respectively

Intrinsic value is the difference between our closing stock price on the respective trading day and the exercise

price multiplied by the number of options exercised Proceeds received from option exercises during the
year

ended December 2011 were $7697

The nonvested restricted stock activity for the years ended December 2011 and November 27 2010 is

summarized below

Weighted-

Weighted- Average
Average Remaining

Grant Contractual

Date Fair Life

Units Shares Total Value in Years

Nonvested at November 28 2009 83266 273104 356370 $19.32 1.7

Granted 71770 155757 227527 21.06 2.8

Vested 13583 52059 65642 26.79

Forfeited 29513 10973 40486 18.81 1.6

Nonvested at November 27 2010 111940 365829 477769 $19.17 1.7

Granted 82492 145038 227530 22.38 2.2

Vested 54392 148951 203343 21.87

Forfeited 12923 90154 103077 18.59 1.1

NonvestedatDecember32011 127117 271762 398879 $23.18 1.0

Total fair value of restricted stock vested during 2011 2010 and 2009 was $4447 $1441 and $1245

respectively The total fair value of nonvested restricted stock at December 2011 was $7889

We repurchased 48675 17804 and 24808 restricted stock shares during 2011 2010 and 2009 respectively in

conjunction with restricted stock share vestings The repurchases relate to statutory minimum tax withholding

57



Deferred compensation units are fully vested at the date of contribution The deferred compensation units

outstanding for the years ended December 2011 and November 27 2010 is summarized below

Non-employee
Directors Employees Total

Units outstanding November 28 2009 268863 97641 366504

Participant contributions 17133 3431 20564

Company match contributions 28073 714 28787

Payouts 36724 12988 49712

Units outstanding November 27 2010 277345 88798 366143

Participant contributions 21406 3457 24863

Company match contributions 22996 649 23645

Payouts 7187 15631 22818

Units outstanding December 32011 314560 77273 391833

The non-employee directors company match includes 19452 and 24924 deferred compensation units paid as discretionary awards to all

non-employee directors in 2011 and 2010 respectively

The fair value of non-employee directors company matches for 2011 2010 and 2009 was $78 $66 and $63

respectively The fair value of the non-employee directors discretionary award was $490 for 2011 2010 and

2009 The fair value of employee company matches was $14 for 2011 and $15 for 2010 and $15 for 2009

Note Supplemental Financial Statement Information

Statement of Income Information

Additional details of income statement amounts for 2011 2010 and 2009 follow

Other income expense net 2011 2010 2009

Foreign currency transaction losses net $1488 136 3600
Interest income 2094 646 1099

Roanoke litigation settlement 18750

Gain on disposal of fixed assets 2398 1588 359

Other net 1586 474 625

Total other income expense net 4590 2572 $15983

Research and development expenses included in selling

general and administrative expenses $20949 $19294 $16992

Balance Sheet Information

Additional details of balance sheet amounts as of December 2011 and November 27 2010 follow

Inventories 2011 2010

Raw materials 72317 64404

Finished goods 86558 76450

LIFO reserve 22882 19233

Total inventories $135993 $121621
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Other current assets 2011 2010

Other receivables 12839 11386

Prepaid income taxes 16697 19694

Deferred income taxes 7370 9525

Prepaid expenses 23119 16659

Other current assets 148 435

Total other current assets 60173 57699

Property plant and equipment

Land 44749 44530

Buildings and improvements 238930 232132

Machinery and equipment 540080 517664

Construction in progress 14336 12478

Total at cost 838095 806804

Accumulated depreciation 582212 555729

Net property plant and equipment 255883 251075

Other assets

Investments and company owned life insurance 14180 15071

Equity method investments 40823 36341

Cost method investments 3571 3579

Long-term deferred income taxes 51567 49849

Prepaid pension costs 4093 5386
Other long-term assets 19397 18052

Total other assets 133631 128278

Income taxes payable

Current income taxes payable 9855 3319

Current deferred income taxes 1952 1612

Total income taxes payable 11807 4931

Other accrued expenses

Taxes other than income taxes 7337 6338

Interest 2357 2307

Product liability 1058 1753

Accrued expenses 20310 18509

Total other accrued expenses 31062 28907

Other liabilities

Asset retirement obligation 1400 1369

Long-term deferred income taxes 8666 7636

Long-term deferred compensation 4419 4225

Product liability 400

Postretirement other than pension 16129 20082

Other long-term liabilities 11869 10256

Total other liabilities 42483 43968
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Foreign currency
translation adjustment

Interest rate swap net of taxes of $68

Defined benefit pension plans adjustment net of taxes of

$77586

Total accumulated other comprehensive income loss

Foreign currency translation adjustment

Interest rate swap net of taxes of $84

Defined benefit pension plans adjustment net of taxes of

$73983

Total accumulated other comprehensive income loss

2011

5895

1021

2298
24

4642

2010

$7119

1222

2201
245

5895

2009

5563

5139

3931
348

$7119

December 2011

H.B Fuller Non-controlling

Total Stockholders Interests

53759 53739 20

176 176

142568 142568

88985 89005 $20

November 27 2010

H.B Fuller Non-controlling

Total Stockholders Interests

50370 50357 13

218 218

136696 136696

86544 86557 $13

Foreign currency translation adjustment

Interest rate swap net of taxes of $96

Defined benefit pension plans adjustment net of taxes of

$76990
_________ _________

Total accumulated other comprehensive income loss

Note Impairment of Long-lived Assets

In 2011 we discontinued production of the polymers used in certain resin products that had been produced in our

EIMEA operating segment As result we performed an impairment test on the trademarks and trade names

used in resin products In accordance with accounting standards we calculated the fair value using discounted

cash flow approach As result of this analysis we recorded an impairment charge of $332 $220 after tax

In 2010 we exited our polysulfide-based insulating glass product line in Europe In accordance with accounting

standards we determined that the carrying amount of this asset group was not recoverable and was therefore

Additional details on the trade receivables allowance for 2011 2010 and 2009 follow

Balance at beginning of year

Charged to expenses

Write-offs/adjustments

Effect of exchange rates

Balance at end of year

Statement of Total Equity Information

Components of accumulated other comprehensive income loss follow

Total

79010

249

November 28 2009

H.B Fuller Non-controlling

Stockholders Interests

79023 $13
249

137838 137838

59077 59064 $13
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impaired We calculated the fair value of the asset group using discounted cash flow approach As result of

this analysis we recorded pre-tax asset impairment charges of $8785 to write-down the value of intangible

assets

Note Goodwill and Other Intangible Assets

The operating segment goodwill balances as of December 2011 and November 27 2010 follows Changes in

the goodwill balances relate to changes in allocations foreign currency exchange rates and activity from

acquisitions See Note to the Consolidated Financial Statements for more information on acquisitions

2011 2010

North America Adhesives 27476 25322
Construction Products 13337 13337

EIMEA 47871 45169
Latin America Adhesives 5481 5051

Asia Pacific 20730 20091

Total $114895 $108970

Additional details on the goodwill balance for 2011 and 2010 follow

2011 2010

Balance at beginning of year $108970 $103731

Liquamelt Corp acquisition Note 4882
Revertex Finewaters acquisition Note 12289

Nordic Adhesive acquisition/earn-out Note 805

Currency effect 1043 7855

Balance at end of year $114895 $108970

In accordance with accounting standards we test each of our reporting units for goodwill impairment annually

and whenever events or changes in circumstances indicate that impairment may have occurred Our analysis in

the fourth quarter of 2011 indicated that there was no goodwill impairment

In both the North America Adhesives and EIMEA operating segments the calculated fair value exceeded the

carrying value of the net assets by significant margin The calculated fair value of the Asia Pacific the Latin

America Adhesives and the Construction Products operating segments all exceeded the carrying value of the net

assets by reasonable margin

See Note to the Consolidated Financial Statements for further information of our impairment analysis
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Balances of amortizable identifiable intangible assets excluding goodwill and other non-amortizable intangible

assets follow

Purchased

Technology Customer All

Amortizable Intangible Assets Patents Relationships Other Total

As of December 2011

Original cost $10860 $159351 $17262 $187473

Accumulated amortization 2932 50986 7429 61347

Net identifiable intangibles 7928 $108365 9833 $126126

Weighted average useful lives in years 12 19 15 18

As of November 27 2010

Original cost $10008 $156570 $16573 $183151

Accumulated amortization 3174 42975 6385 52534

Net identifiable intangibles 6834 $113595 $10188 $130617

Weighted average
useful lives in years 12 19 15 18

Amortization expense
with respect to amortizable intangible assets was $10162 $10839 and $12038 in 2011

2010 and 2009 respectively

Estimated aggregate amortization expense based on the current carrying value of amortizable intangible assets

for the next five fiscal years follows

Fiscal Year 2012 2013 2014 2015 2016 Thereafter

Amortization Expense $10107 $10011 $9920 $9673 $9578 $76837

The above amortization expense forecast is an estimate Actual amounts may change from such estimated

amounts due to fluctuations in foreign currency exchange rates additional intangible asset acquisitions potential

impairment accelerated amortization or other events

Non-amortizable intangible assets at December 2011 and November 27 2010 totaling $584 and $900

respectively relate to the trademarks trade names The change in non-amortizable assets in 2011 compared to

2010 was due to changes in currency exchange rates and an impairment charge of $332 See Note to the

Consolidated Financial Statements for more information

Note Notes Payable Long-Term Debt and Lines of Credit

Notes Payable Notes payable were $28310 at December 2011 This amount represents various other short

term borrowings that were not part of committed lines The weighted-average interest rates on short-term

borrowings were 11.3 percent 8.6 percent and 9.0 percent in 2011 2010 and 2009 respectively Fair values of

these short-term obligations approximate their carrying values due to their short maturity There were no funds

drawn from the short-term committed lines at December 2011
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Long-Term Debt

Weighted-Average
Long-Term Debt including Capital Lease Interest Rate at Fiscal Year

Obligations December 2011 Maturity Date 2011 2010

U.S dollar obligations

Revolving credit line 2.26% 2013

Term Loan 0.94% 2013 46875 69375

Senior Notes Series 2.33% 2017 18403 17888

Senior Notes Series B2 2.22% 2017 35948 34900
Senior Notes Series C3 3.41% 2020 37760 36315
Senior Notes Series D4 5.61% 2020 65000 65000

Total debt 203986 223478

Less current maturities 24375 22500

Total long-term debt excluding

current maturities $179611 $200978

On December 16 2009 we entered into note purchase agreement under which we agreed to issue $150000 in

aggregate principal amount of senior unsecured notes to group of private investors The $150000 was split into

four non-amortizing tranches

Senior Notes Series due December 16 2016 $17000 5.13 percent swapped to variable rate of 6-month LIBOR in arrears plus

1.59 percent

Senior Notes Series due February 24 2017 $33000 5.13 percent fixed swapped to variable rate of 6-month LIBOR in arrears

plus 1.47 percent

Senior Notes Series due December 16 2019 $35000 5.61 percent fixed $25000 swapped to variable rate of 6-month LIBOR in

arrears plus 1.78 percent

Senior Notes Series due February 24 2020 $65000 5.61 percent fixed

Long-term debt had an estimated fair value of $214418 and $231770 as of December 2011 and November 27

2010 respectively The fair value of long-term debt is based on quoted market prices for the same or similar

issues or on the current rates offered for debt of similarmaturities The estimated fair value of these long-term

obligations is not necessarily indicative of the amount that would be realized in current market exchange

Lines of Credit

As of December 2011 lines of credit were as follows

Term Committed Drawn Unused

Long-term lines of credit $200000 $0 $200000

revolving credit agreement with consortium of financial institutions accounted for the entire committed lines

of credit The credit agreement creates an unsecured multi-currency revolving credit facility that can be drawn

upon for general corporate purposes The credit agreement also contains an accordion feature which allows us to

increase the aggregate credit facility size to up to $275000 Exercise of the accordion feature requires the

approval of the consortium of financial institutions Interest is payable at the LIBOR plus 1.95 percent facility

fee of 0.30 percent is payable quarterly Both the interest rate and the facility fee are based on rating grid The

credit facility expires on June 19 2013

The most restrictive debt covenants place limitations on secured and unsecured borrowings operating leases and

contain minimum interest coverage and maximum debt to trailing twelve months EBITDA requirements In
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addition we cannot be member of any consolidated group for income tax purposes
other than with our

subsidiaries At December 2011 all financial covenants were met

Maturities of long-term debt for the next five fiscal
years

follow

Fiscal Year 2012 2013 2014 2015 2016 Thereafter

Long-termdebtobligations $24375 $22500 $0 $0 $0 $157111

Note Income Taxes

Income before income taxes and income from equity method investments 2011 2010 2009

United States 49754 $51271 78226

Non-U.S 65238 36447 36394

Total $114992 $87718 $114620

Components of the provision for income tax expense benefit 2011 2010 2009

Current

U.S Federal 5443 4822 $7377
State 1191 586 574
Non-U.S 22912 11728 10685

29546 15964 2734

Deferred

U.S Federal 7515 9028 31370

State 676 811 3074

Non-U.S 2786 496 450

5405 9343 33994

Total 34951 $25307 $36728

Reconciliation of effective income tax 2011 2010 2009

Statutory U.S federal income tax rate 40248 $30701 $40117

State income taxes net of federal benefit 1214 1495 2470

U.S federal income taxes on dividends received from non-U.S

subsidiaries before foreign tax credits 16440 3464 2199

Foreign tax credits 17992 3464 839
Non-U.S taxes 2686 2868 3062
Interest income not taxable in the U.S 1784 2402 2629
Reduction in unrecognized tax benefits 3231

Change in valuation allowance 615 123
Other 489 997 1405

Total 34951 $25307 $36728
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Deferred income tax balances at each year-end related to 2011 2010

Depreciation and amortization 8829 2687

Employee benefit costs 39917 42000

Foreign tax credit carryforward 2259 2091

Tax loss carryforwards 9732 12661

Other 9068 436

52147 53629

Valuation allowance 3828 3503

Net deferred tax assets $48319 $50126

The difference between the change in the deferred tax assets in the balance sheet and the deferred tax provision is

primarily due to the defined benefit pension adjustments

Valuation allowances principally relate to foreign net operating loss carryforwards where the future potential

benefits do not meet the more-likely-than-not realization test The increase in the valuation allowance of $325

during 2011 is primarily due to an increase for miscellaneous non-U.S deferred tax assets that do not meet the

more-likely-than-not realization test

Deferred tax assets and liabilities are measured using the currently enacted tax rates that apply to taxable income

in effect for the years in which those deferred tax assets and liabilities are expected to be realized or settled We

record valuation allowance to reduce deferred tax assets to the amount that is believed more-likely-than-not to

be realized We believe it is more-likely-than-not that forecasted income together with the tax effects of the

deferred tax liabilities and tax planning strategies will be sufficient to fully recover the net deferred tax assets In

the event that all or part of the net deferred tax assets are determined not to be realizable in the future an

adjustment to the valuation allowance would be charged to earnings in the period such determination is made

U.S income taxes have not been provided on approximately $359608 undistributed earnings of non-U.S

subsidiaries We intend to indefinitely reinvest these undistributed earnings If any portion of these earnings were

to be distributed the related U.S tax liability may be reduced by foreign income taxes paid on those earnings

plus available foreign tax credit carryovers if any Determination of the unrecognized deferred tax liability

related to these undistributed earnings is not practicable because of the complexities with its hypothetical

calculation

While non-U.S operations have been profitable overall there are cumulative tax losses of $24889 in thirteen

different countries These tax losses can be carried forward to offset the income tax liabilities on future income in

these countries Cumulative tax losses of $15600 can be carried forward indefinitely while the remaining $9289

of tax losses must be utilized during 2012 to 2019

The U.S has foreign tax credit carryforward of $2259 which will expire between 2019 and 2021
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The table below sets forth the changes to our gross unrecognized tax benefit as result of uncertain tax positions

excluding accrued interest for fiscal year ended December 2011 We do not anticipate that the total

unrecognized tax benefits will change significantly within the next twelve months except for decreases of $533

related to settlements

2011 2010

Balance as of November 27 2010 6334 $10780
Tax positions related to the current year

Additions 736 425

Reductions 82

Tax positions related to prior years

Additions 1872 1397

Reductions 788 5493
Settlements 1678 578

Lapses in applicable statutes of limitation 278 115

Balance as of December 2011 $6198 6334

Included in the balance of unrecognized tax benefits as of December 2011 are potential benefits of $5311

that if recognized would affect the effective tax rate

We report accrued interest and penalties related to unrecognized tax benefits in income tax expense For the

fiscal year ended December 2011 we recognized net benefit for interest and penalties of $309 relating to

unrecognized tax benefits and had net accumulated accrued interest and penalties of $1153 as of December

2011 For the fiscal year ended November 27 2010 we recognized net benefit for interest and penalties of $978

relating to unrecognized tax benefits and had net accumulated accrued interest and penalties of $1452 as of

November 27 2010

We are subject to U.S federal income tax as well as income tax in numerous state and foreign jurisdictions We
are no longer subject to U.S federal tax examination for

years prior to 2007 or Swiss income tax examination for

years prior to 2007 There have been no Swiss income tax examination for 2007 and subsequent years We are in

various stages of examination and appeal in several state and other foreign jurisdictions Although the final

outcomes of these examinations cannot currently be determined we believe that we have adequate reserves with

respect to these examinations

Note Stockholders Equity

Preferred Stock The board of directors is authorized to issue up to 10045900 shares of preferred stock that

may be issued in one or more series and with such stated value and terms as the board of directors may
determine

Common Stock There were 160000000 shares of common stock with par value of $1.00 authorized and

49449579 and 49194251 shares issued and outstanding at December 2011 and November 27 2010

respectively Dividends of $0295 $0.278 and $0.270 per share were declared and paid in 2011 2010 and 2009

respectively

On September 30 2010 the Board of Directors authorized new share repurchase program of up to $100000 of

our outstanding common shares Under the program we are authorized to repurchase shares for cash on the open

market from time to time in privately negotiated transactions or block transactions or through an accelerated

repurchase agreement The timing of such repurchases is dependent on price market conditions and applicable
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regulatory requirements Upon repurchase of the shares we reduce our common stock for the par value of the

shares with the excess being applied against additional paid-in capital During 2011 we repurchased 345446

shares for $7491 under this program

Common Shares Outstanding 2011 2010 2009

Beginning balance 49194251 48657618 48447610

Stock options exercised 538709 358421 58915

Shares swapped for stock option exercises 11017
Deferred compensation paid 17233 37862 31777

Restricted units vested 49640 13370 12413

Restricted shares granted 145038 155757 147258

Shares withheld for taxes 48675 17804 24808

Restricted shares forfeited 90154 10973 15547

Shares repurchased under repurchase plan 345446

Ending balance 49449579 49194251 48657618

Shareholder Rights Plan The shareholder rights plan provides each holder of share of common stock

right to purchase one one-hundredth of share of preferred stock for $95 subject to adjustment No fraction of

preferred share other than fractions in integral multiples of one one-hundredth of share will be issued

Preferred shares purchased upon exercise of the rights will not be redeemable Each preferred share will be

entitled to preferential quarterly dividend payment preferential liquidation payment voting rights and

participation in any merger consolidation or other transaction in which common shares are exchanged These

rights are not currently exercisable In the event any person becomes an Acquiring Person as defined in the

rights plan each holder of right will thereafter have right to receive upon exercise thereof at the then current

aggregate exercise price in lieu of preferred shares such number of common shares of ours having current

aggregate market price equal to twice the current aggregate exercise price In the event that at any time after there

is an Acquiring Person we are acquired in certain mergers or other business combination transactions or 50% or

more of the assets or earning power of us and our subsidiaries taken as whole are sold holders of the rights

will thereafter have the right to receive upon exercise thereof at the then current aggregate exercise price such

number of common shares of the acquiring company or in certain cases one of its affiliates having current

aggregate market price equal to twice the current aggregate exercise price Rights held by an acquiring person are

void We may redeem or exchange the rights in certain instances Unless extended or redeemed the rights expire

on July 31 2016

Note 10 Pension and Postretirement Benefits

Noncontributory defined benefit pension plans cover all U.S employees employed prior to January 2007

Benefits for these plans are based primarily on each employees years of service and average compensation

During 2011 we announced significant changes to our U.S Pension Plan the Plan The changes include

benefits under the Plan will be locked-in using service and salary as of May 31 2011 participants will no longer

earn benefits for future service and salary as they had in the past affected participants will receive three percent

increase to the locked-in benefit for every year they continue to work for us and we will begin making

retirement contribution of three percent of eligible compensation to the 40 1k Plan for those participants These

changes to the Plan represent plan curtailment as there will no longer be service cost component in the net

periodic pension cost as all participants will be considered inactive in the Plan The funding policy is consistent

with the funding requirements of federal law and regulations Plan assets consist principally of listed equity

securities and bonds Other U.S postretirement benefits are funded through Voluntary Employees

Beneficiaries Association Trust

Health care and life insurance benefits are provided for eligible retired employees and their eligible dependents

These benefits are provided through various insurance companies and health care providers Costs are accrued

during the years the employee renders the necessary service
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Certain non-U.S subsidiaries provide pension benefits for their employees consistent with local practices and

regulations These plans are primarily defined benefit plans covering substantially all employees upon

completion of specified period of service Benefits for these plans are generally based on years of service and

annual compensation

Included in accrued pension costs shown on the Consolidated Balance Sheets are defined contribution pension

liabilities of $4084 and $7178 in 2011 and 2010 respectively

In fiscal 2009 we adopted new accounting guidance requiring us to change our measurement date from

August 31 to our fiscal year end for plan assets of defined benefit pension and other postretirement benefit plans

The adjustments to retained earnings and accumulated other comprehensive income due to the measurement date

change as of November 28 2009 were as follows

Other

Postretirement

U.S Plans Non-U.S Plans Plans

Retained earnings net of tax $167 $178 40

Retained earnings pre-tax 274 426 65

Accumulated other comprehensive income net of tax 32 180 71
Accumulated other comprehensive income pre-tax 53 254 116

Following is reconciliation of the beginning and ending balances of the benefit obligation and the fair value of

plan assets as of December 2011 and November 27 2010

Other
Pension Benefits

Postretirement

U.S Plans Non-U.S Plans Benefits

Change in projected benefit obligation 2011 2010 2011 2010 2011 2010

Benefit obligation at beginning of year $315645 $302100 $138046 $149492 55639 56864
Service cost 2304 5496 1364 1030 514 542

Interest cost 16736 17104 7449 6990 2676 2923

Participant contributions 169 620 661

Plan amendments 404 326
Actuarial gain/loss 18362 5561 7383 423 1271
Other 3584

Curtailments 11815
Settlement 538 1195
Benefits paid 15009 14616 6280 5757 4429 5020
Currency change effect 1194 13106

Benefit obligation at end of year 326627 315645 137439 138046 53749 55639

Change in plan assets

Fair value of plan assets at beginning of

year 301728 279036 119561 127892 35278 28101

Actual return on plan assets 16307 32000 1014 4891 1998 2406

Employer contributions 1514 5308 6515 662 3822 9130

Participant contributions 169 620 661

Benefits paid 15009 14616 1664 1578 4429 5020
Currency change effect 905 12475

Fair value of plan assets at end of year... 304540 301728 124303 119561 37289 35278
Plan assets in excess of less than

benefit obligation as of year end 22087 13917 13136 18485 $16460 $20361

Amount excludes benefit payments made from sources other than plan assets
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Amounts in accumulated other comprehensive income

that have not been recognized as components of net

periodic benefit cost

Unrecognized actuarial loss

Unrecognized prior service cost benefit

Ending balance

Other

Postretirement

Benefits

The accumulated benefit obligation of the U.S pension and other postretirement plans was $365117 at

December 2011 and $347648 at November 27 2010 The accumulated benefit obligation of the non-U.S

pension plans was $129166 at December 2011 and $132953 at November 27 2010

The following amounts relate to pension plans with accumulated benefit obligations in excess of plan assets as of

December 2011 and November 27 2010

Pension Benefits and Other Postretirement Benefits

U.S Plans Non-U.S Plans

2011 2010 2011 2010

Accumulated benefit obligation $72775 $74340 $19773 $66363

Fair value of plan assets 37289 35278 7424 51517

The following amounts relate to pension plans with projected benefit obligations in excess of plan assets as of

December 2011 and November 27 2010

2010

$74942

35278

16311

16779

17309

17893

98815

2011

$32070

14787

2010

$138046

119561

671 4132

6330 4132

6481 4089

6738 4075

6987 4065

7182 4054

39832 19940

Pension Benefits

U.S Plans Non-U.S Plans

2011 2010 2011 2010

$125367 $113377 $60910 $59790

346 68 30 34
$125713 $113445 $60880 $59756

Pension Benefits

U.S Plans

2011

48761

15145

33616

2010

54875

19838

35037

Other

Postretirement

BenefitsNon-U.S Plans

Statement of financial position as of fiscal year-end 2011 2010 2011 2010 2011 2010

Non-current assets 5386 4147

Accrued benefit cost

Current liabilities 1500 1497 733 681 313 279

Non-current liabilities 20587 17806 16549 17804 16147 20082

Ending balance $22087 $13917 $13135 $18485 $16460 $20361

U.S Plans

Pension Benefits and Other Postretirement Benefits

2011

Projected benefit obligation $380377

Fair value of plan assets 341830

Information about the expected cash flows follows

Employer contributions

Non-U.S Plans

Other
Pension Benefits

Postretirement

U.S Plans Non-U.S Plans Benefits

2012 1500

Expected benefit payments

2012 $15930

2013

2014

2015

2016

2017-2021

69



Components of net periodic benefit cost and other supplemental information for the years ended December

2011 November 27 2010 and November 28 2009 follow

Pension Benefits
Other

Postretirement

U.S Plans Non-U.S Plans Benefits

Net periodic cost benefit 2011 2010 2009 2011 2010 2009 2011 2010 2009

Service cost 2304 5496 4422 1364 1030 942 514 542 415

Interest cost 16736 17104 17038 7449 6990 7679 2676 2923 3150

Expected return on

assets 25438 26231 22770 7881 7833 7406 3087 2734 3361
Amortization

Prior service cost 24 66 103 4693 4636 4636
Actuarial gain loss 3689 2467 110 2723 2525 1008 5932 6332 4172
Transition amount 20

Curtailment

gainloss 101

Settlement charge

credit 928

Net periodic benefit cost

benefit 2584 1098 1097 3651 3636 2239 1342 2427 260

Pension Benefits

Postretirement

U.S Plans Non-U.S Plans benefits

Amounts expected to be amortized from accumulated other

comprehensive income into net periodic benefit costs over next

fiscal year as of December 2011

Amortization of prior service cost benefit 48 $4693
Amortization of net actuarial gain loss 3858 2665 5177

$3906 $2660 484

Pension Benefits
Other

U.S Plans Non-U.S Plans Postretirement Benefits
Weighted-average assumptions used to _______________________ ______________________ ______________________
Determine benefit obligations 2011 2010 2009 2011 2010 2009 2011 2010 2009

Discount rate 5.05% 5.46% 5.69% 5.36% 5.09% 5.16% 4.73% 4.96% 5.30%

Rate of compensation increase1 ... 5.00% 4.17% 4.19% 2.14% 2.15% 2.21% N/A NA NA

Weighted-average assumptions used to

Determine net costs for years ended 2011 2010 2009 2011 2010 2009 2011 2010 2009

Discount rate 5.46% 5.69% 6.93% 5.10% 5.18% 5.82% 4.96% 5.30% 6.79%

Expected return on plan assets 8.00% 7.90% 8.75% 6.18% 6.68% 8.40% 8.75% 8.75% 8.75%

Rate of compensation increase 4.17% 4.19% 4.18% 2.13% 2.15% 2.21% NA N/A N/A

Benefits under the U.S Pension Plan were locked-in as of May 31 2011 and no longer include compensation increases The 5.00 percent

rate for 2011 is for supplemental executive retirement plan only

The expected return on assets assumption on the investment portfolios for the pension and other postretirement

benefit plans is based on the long-term expected returns for the investment mix of assets currently in the

portfolio Management uses historic return trends of the asset portfolio combined with recent market conditions

to estimate the future rate of return The discount rate is determined using yield curve approach which enables
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us to select discount rate that reflects the characteristics of the plan This approach identifies broad universe

of corporate bonds that meet the quality and size criteria for the particular plan

Assumed health care trend rates 2011 2010 2009

Health care cost trend rate assumed for next year
7.25% 7.00% 7.50%

Rate to which the cost trend rate is assumed to decline the ultimate trend rate 5.00% 5.00% 5.00%

Fiscal year that the rate reaches the ultimate trend rate 2018 2015 2015

The rate of increase in health care cost levels is expected to be 7.25 percent in the year 2012

Sensitivity Information one-percentage point change in the health care cost trend rate would have the

following effects on the December 2011 service and interest cost and the accumulated postretirement benefit

obligation at December 2011

One-Percentage
Point

Increase Decrease

Effect on service and interest cost componentsannual
Effect on accumulated postretirement benefit obligation $64 $6l

The asset allocation for the companys U.S and non-U.S pension plans at the end of 2011 and 2010 follows

Other

U.S Pension Plans Non-U.S Pension Plans Postretirement Plans

Percentage of Percentage of Percentage of

Plan Assets at Plan Assets at Plan Assets at

Target Year-End Target Year-End Target Year-End

2011 2011 2010 2011 2011 2010 2011 2011 2010

Asset Category

Equities 60.0% 56.4% 59.7% 46.6% 44.8% 46.6% 0.0% 0.0% 0.0%

Fixed income 40.0% 42.6% 39.2% 53.4% 52.6% 53.1% 0.0% 0.0% 0.0%

Insurance 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 100.0% 98.5% 98.1%

Cash 0.0% 1.0% 1.1% 0.0% 2.6% 0.3% 0.0% 1.5% 1.9%

Total 100% 100% 100% 100% 100% 100% 100% 100% 100%

Plan Asset Management

Plan assets are held in trust and invested in mutual funds separately managed accounts and other commingled

investment vehicles holding U.S and non-U.S equity securities fixed income securities and other investment

classes We employ total return approach whereby mix of equities and fixed income investments are used to

maximize the long-term return of plan assets for prudent level of risk Futures and options may also be used to

enhance risk-adjusted long-term returns while improving portfolio diversification and duration Risk

management is accomplished through diversification across asset classes utilization of multiple investment

managers and general plan-specific investment policies Risk tolerance is established through careful

consideration of the plan liabilities plan funded status and our assessment of our overall liquidity position This

asset allocation policy mix is reviewed annually and actual versus target allocations are monitored regularly and

rebalanced on an as-needed basis Plan assets are invested using combination of active and passive investment

strategies Passive or indexed strategies attempt to mimic rather than exceed the investment performance of

market benchmark The plans active investment strategies employ multiple investment management firms which

in aggregate cover range of investment styles and approaches Performance is monitored and compared to

relevant benchmarks on regular basis

The U.S pension plans consist of two plans pension plan and supplemental executive retirement plan

SERP There were no assets in the SERP in 2011 and 2010 Consequently all of the data disclosed in the asset

allocation table for the U.S pension plans pertain to our U.S pension plan
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During 2011 we maintained our assets within the allowed ranges of the target asset allocation mix of 60 percent

equities and 40 percent fixed income plus or minus 5% and continued our focus to reduce volatility of plan assets

in future periods and to more closely match the duration of the assets with the duration of the liabilities of the

plan We plan to maintain the portfolio at this target allocation in 2012

The non-U.S pension plans consist of all the pension plans administered by us outside the U.S principally

consisting of plans in Germany the United Kingdom and Canada During 2011 we maintained our assets for the

non-U.S pension plans at the specific target asset allocation mix determined for each plan plus or minus the

allowed rate to reduce volatility of plan assets in future periods and to more closely match the duration of the

assets with the duration of the liabilities of the individual plans We plan to maintain the portfolios at their

respective target asset allocations in 2012

Other postretirement benefits plans consist of two U.S plans retiree medical health care plan and group term

life insurance plan There were no assets in the group term life insurance plan for 2011 and 2010 Consequently

all of the data disclosed in the asset allocation table for other postretirement plans pertain to our retiree medical

health care plan Our investment strategy for other postretirement benefit plans is to own insurance policies that

maintain an asset allocation nearly completely in equities These equities are invested in passive portfolio

indexed to the SP 500 Our large weighting to equities in these plans is driven by the investment options

available and the relative underfunded status of the plans

Fair Value of Plan Assets

In fiscal 2010 we adopted new accounting guidance requiring additional disclosures for plan assets of defined

benefit pension and other postretirement benefit plans This guidance requires that we categorize plan assets

within three-level fair value hierarchy as described in Note 13 to the Consolidated Financial Statements

U.S Pension Plans Level Level Level Total Assets

Equities 98086 73648 $171734

Fixed income 55466 73595 591 129652

Cash 3154 3154

Total $156706 $147243 591 $304540

Non-U.S Pension Plans Level Level Level Total Assets

Equities 26134 29650 55784

Fixed income 40659 24891 65550

Cash 3249 3250

Total 70042 54542 $124584

Other Postretirement Benefits Level Level Level Total Assets

Insurance $36715 36715

Cash 574 574

Total 574 $36715 37289

The definitions of fair values of our pension and other postretirement benefit plan assets at December 2011 by

asset category are as follows

EquitiesPrimarily publicly traded common stock for
purposes

of total return and to maintain equity exposure

consistent with policy allocations Investments include U.S and non-U.S equity securities and mutual funds

valued at closing prices from national exchanges and ii commingled funds valued at unit values or net asset

values provided by the investment managers which are based on the fair value of the underlying investments
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Fixed incomePrimarily corporate and government debt securities for purposes of total return and managing
fixed income exposure to policy allocations Investments include mutual funds valued at closing prices from

national exchanges ii corporate and government debt securities valued at closing prices from national

exchanges iii commingled funds valued at unit values or net asset value provided by the investment managers
which are based on the fair value of the underlying investments and iv an annuity contract the value of which is

determined by the provider and represents the amount the plan would receive if the contract were cashed out at

year-end

InsuranceInsurance contracts for purposes of funding postretirement medical benefits Fair values are the cash

surrender values as determined by the providers which are the amounts the plans would receive if the contracts

were cashed out at year end

CashCash balances on hand accrued income and pending settlements of transactions for purposes of handling

plan payments Fair values are the cash balances as reported by the Trustees of the plans

The following is roll forward of the Level investments of our pension and postretirement benefit plan assets

during the
year ended December 2011

_______
Total

688

_______
97

______ 591

Fixed

_________________________ Equity Income Insurance Total

$34599 $34599

199 199
267 267

2582 2582

$36715 $36715

As result of being global enterprise our earnings cash flows and financial position are exposed to foreign

currency risk from foreign currency denominated receivables and payables These items are denominated in

various foreign currencies including the Euro Canadian dollar Australian dollar British pound sterling

Japanese yen Swiss franc Argentine peso Brazilian real Chilean peso Colombian peso Costa Rican colones
Chinese renminbi Honduran lempira Indian

rupee and Mexican peso

Our objective is to balance where possible local currency denominated assets to local currency denominated

liabilities to have natural hedge and minimize foreign exchange impacts We take steps to minimize risks from

foreign currency exchange rate fluctuations through normal operating and financing activities and when deemed

appropriate through the use of derivative instruments We do not enter into any speculative positions with regard

to derivative instruments

We enter into derivative contracts with group of investment grade multinational commercial banks We
evaluate the credit quality of each of these banks on periodic basis as warranted

Foreign currency derivative instruments outstanding were not designated as hedges for accounting purposes the

gains and losses related to mark-to-market adjustments were recognized as other income or expense in the

U.S Pension Plans

Level balance at beginning of year

Purchases sales issuances and settlements net

Level balance at end of year

Other Postretirement Benefits

Fixed

Equity Income

$688

97

$591

Insurance

Level balance at beginning of year

Net transfers into out of level

Purchases sales issuances and settlements net

Net gainsllosses

Level balance at end of year $__

Note 11 Financial Instruments
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income statement during the periods in which the derivative instruments were outstanding See Note 13 to

Consolidated Financial Statements for the fair value amounts of these derivative instruments

As of December 2011 we had forward foreign currency contracts maturing between December 20 2011 and

November 2012 The mark-to-market effect associated with foreign currency contracts outstanding at each

year end were loss of $160 $1419 and $471 in 2011 2010 and 2009 respectively These losses were largely

offset by the underlying transaction gains and losses resulting from the foreign currency exposures
for which

these contracts relate

As of December 2011 we had currency option on portion of the acquisition purchase price for the pending

acquisition of the global industrial adhesives business of Forbo Group See Note 18 to Consolidated Financial

Statements The fair value of this derivative is included in Note 13 to Consolidated Financial Statements The

expense associated with this currency option was loss of $3089 which was recognized as special charge in

the income statement See Note 16 to Consolidated Financial Statements

We have interest rate swap agreements to convert $75000 of our Senior Notes to variable interest rates See Note

to Consolidated Financial Statements for additional information The change in the fair value of the Senior

Notes attributable to the change in the risk being hedged was liability of $7111 at December 2011 and was

included in long-term debt in the consolidated balance sheets The fair values of the swaps in total were an asset

of $7360 at December 2011 and were included in other assets in the consolidated balance sheets The swaps

were designated for hedge accounting treatment The changes in the fair value of the swap and the fair value of

the Senior Notes attributable to the change in the risk being hedged are recorded as other income expense net

in the consolidated statements of income In perfectly effective hedge relationship the two fair value

calculations would exactly offset each other Any difference in the calculation represents hedge ineffectiveness

The calculations as of December 2011 resulted in additional pre-tax gain of $456 for the year as the fair value

of the interest rate swaps increased by more than the change in the fair value of the Senior Notes attributable to

the change in the risk being hedged

As of November 27 2010 the change in fair value of the Senior Notes attributable to the change in the risk

being hedged was liability of $4103 and was included in long-term debt in the consolidated balance sheet The

fair values of the swaps in total were an asset of $3896 at November 27 2010 and were included in other assets

in the consolidated balance sheet The swaps were designated for hedge accounting treatment The hedge

ineffectiveness calculation as of November 27 2010 resulted in additional pre-tax income of $81 for the year as

the fair value of the interest rate swaps increased by more than the change in the fair value of the Senior Notes

attributable to the change in the risk being hedged

Concentrations of credit risk with respect to trade accounts receivable are limited due to the large number of

entities in the customer base and their dispersion across many different industries and countries As of

December 2011 and November 27 2010 there were no significant concentrations of credit risk

Note 12 Commitments and Contingencies

Leases The minimum lease payments related to buildings equipment and vehicles that are expected to be

made in each of the years
indicated based on operating leases in effect at December 2011 are

Total

Minimum
Lease

Fiscal Year 2012 2013 2014 2015 2016 Remainder Payments

Operating Leases $6445 $4178 $2164 $976 $432 $261 $14456

Rent expense
for all operating leases which includes minimum lease payments and other charges such as

common area maintenance fees was $10265 $9626 and $8138 in 2011 2010 and 2009 respectively
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Servicing Agreement In 2005 we entered into an agreement to provide us with information technology
services The agreement is scheduled to run through 2014 Actual expenditures under the agreement for the years
ended December 2011 November 27 2010 and November 28 2009 were $6146 $6506 and $10075

respectively Of the costs incurred $50 $29 and $869 were capitalized in 2011 2010 and 2009 respectively The

future contractual obligations in each of the years indicated based on the contract in place at December 2011

are

Total

Contractual
Fiscal Year 2012 2013 2014 Obligations

Servicing Agreement $4482 $3594 $1280 $9356

Environmental Matters From time to time we are identified as potentially responsible party PRP under

the Comprehensive Environmental Response Compensation and Liability Act CERCLA andlor similar state

laws that impose liability for costs relating to the clean up of contamination resulting from past spills disposal or

other release of hazardous substances We are also subject to similar laws in some of the countries where current

and former facilities are located Our environmental health and safety department monitors compliance with

applicable laws on global basis

Currently we are involved in various environmental investigations clean up activities and administrative

proceedings and lawsuits In particular we are currently deemed PRP in conjunction with numerous other

parties in number of government enforcement actions associated with hazardous waste sites As PRP we may
be required to pay share of the costs of investigation and clean up of these sites In addition we are engaged in

environmental remediation and monitoring efforts at number of current and former operating facilities

including remediation of environmental contamination at our Sorocaba Brazil facility Soil and water samples

were collected on and around the Sorocaba facility and test results indicated that certain contaminants including

carbon tetrachloride and other solvents exist in the soil and in the groundwater at both the Sorocaba facility and

some neighboring properties We are continuing to work with Brazilian regulatory authorities to implement and

operate remediation system at the site As of December 2011 $1085 was recorded as liability for expected

remediation expenses remaining for this site Depending on the results of the testing of our current remediation

actions we may be required to record additional liabilities related to remediation costs at the Sorocaba facility

From time to time we become aware of compliance matters relating to or receive notices from federal state or

local entities regarding possible or alleged violations of environmental health or safety laws and regulations We
review the circumstances of each individual site considering the number of parties involved the level of

potential liability or contribution of us relative to the other parties the nature and magnitude of the hazardous

substances involved the method and extent of remediation the estimated legal and consulting expense with

respect to each site and the time period over which any costs would likely be incurred To the extent we can

reasonably estimate the amount of our probable liabilities for environmental matters we establish financial

provision As of December 2011 we had reserved $2145 which represents our best estimate of probable

liabilities with respect to environmental matters inclusive of the accrual related to the Sorocaba facility as

described above However the full extent of our future liability for environmental matters is difficult to predict

because of uncertainty as to the cost of investigation and clean up of the sites our responsibility for such

hazardous substances and the number of and financial condition of other potentially responsible parties

While uncertainties exist with respect to the amounts and timing of the ultimate environmental liabilities based

on currently available information we do not believe that these matters individually or in aggregate will have

material adverse effect on our long-term financial condition However adverse developments andlor periodic

settlements could negatively impact the results of operations or cash flows in one or more future periods

Other Legal Proceedings From time to time and in the ordinary course of business we are party to or

target of lawsuits claims investigations and proceedings including product liability personal injury contract

patent and intellectual property health and safety and employment matters While we are unable to predict the
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outcome of these matters we do not believe based upon currently available information that the ultimate

resolution of any pending matter individually or in aggregate including the asbestos litigation described in the

following paragraphs will have material adverse effect on our long-term
financial condition However adverse

developments and/or periodic settlements could negatively impact the results of operations or cash flows in one

or more future periods

We have been named as defendant in lawsuits in which plaintiffs have alleged injury due to products containing

asbestos manufactured more than 25 years ago The plaintiffs generally bring these lawsuits against multiple

defendants and seek damages both actual and punitive in very large amounts In many cases plaintiffs are

unable to demonstrate that they have suffered any compensable injuries or that the injuries suffered were the

result of exposure to products manufactured by us We are typically dismissed as defendant in such cases

without payment If the plaintiff presents evidence indicating that compensable injury occurred as result of

exposure to our products the case is generally settled for an amount that reflects the seriousness of the injury the

length intensity and character of exposure to products containing asbestos the number and solvency of other

defendants in the case and the jurisdiction in which the case has been brought

significant portion of the defense costs and settlements in asbestos-related litigation continues to be paid by

third parties including indemnification pursuant to the provisions of 1976 agreement under which we acquired

business from third party Historically this third party routinely defended all cases tendered to it and paid

settlement amounts resulting from those cases In the 1990s the third party sporadically reserved its rights but

continued to defend and settle all asbestos-related claims tendered to it by us In 2002 the third party rejected the

tender of certain cases and indicated it would seek contributions for past defense costs settlements and

judgments However this third party is defending and paying settlement amounts under reservation of rights

in most of the asbestos cases tendered to the third party As discussed below in 2007 we and group of other

defendants including the third party obligated to indemnify us against certain asbestos-related claims entered

into negotiations with certain law firms to settle number of asbestos-related lawsuits and claims

In addition to the indemnification arrangements with third parties we have insurance policies that generally

provide coverage for asbestos liabilities including defense costs Historically insurers have paid significant

portion of our defense costs and settlements in asbestos-related litigation However certain of our insurers are

insolvent We have entered into cost-sharing agreements with our insurers that provide for the allocation of

defense costs and in some cases settlements and judgments in asbestos-related lawsuits Under these

agreements we are required in some cases to fund share of settlements and judgments allocable to years in

which the responsible insurer is insolvent In addition to delineate our rights under certain insurance policies in

October 2009 we commenced declaratory judgment action against one of our insurers in the United States

District Court for the District of Minnesota Additional insurers have been brought into the action to address

issues related to the scope of their coverage

As referenced above in 2007 we and group
of other defendants entered into negotiations with certain law

firms to settle number of asbestos-related lawsuits and claims over period of years In total we had expected

to contribute up to $4114 based on present value calculation towards the settlement amounts to be paid to the

claimants in exchange for full releases of claims Of this amount our insurers had committed to pay $2043

based on the probable liability of $4114 Our contributions toward settlements from the time of the agreement

through the end of fiscal year
2010 were $1674 with insurers paying $892 of that amount Based on this

experience we reduced our reserves to an undiscounted amount of $800 with insurers expected to pay $510

During 2011 we contributed another $550 toward settlements with insurers paying $351 of that amount This

reduced our reserves for this agreement to $250 with an insurance receivable of $159 as of December 2011

These amounts represent our best estimate for the settlement amounts yet to be paid related to this agreement

Our reserve is recorded on an undiscounted basis
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In addition to the
group settlement referenced above summary of the number of and settlement amounts for

asbestos-related lawsuits and claims is as follows

summary of the number of and settlement amounts for asbestos-related lawsuits and claims is as follows

Year Ended Year Ended Year Ended
December November 27 November 28

2011 2010 2009

Lawsuits and claims settled

Settlements reached $537 $458 $846
Insurance payments received or expected to be received $417 $366 $595

We do not believe that it would be meaningful to disclose the aggregate number of asbestos-related lawsuits filed

against us because relatively few of these lawsuits are known to involve
exposure to asbestos-containing products

that we manufactured Rather we believe it is more meaningful to disclose the number of lawsuits that are settled

and result in payment to the plaintiff

To the extent we can reasonably estimate the amount of our probable liabilities for pending asbestos-related

claims we establish financial provision and corresponding receivable for insurance recoveries As of

December 2011 our probable liabilities and insurance recoveries related to asbestos claims were $399 and

$295 respectively We have concluded that it is not possible to reasonably estimate the cost of disposing of other

asbestos-related claims including claims that might be filed in the future due to our inability to project future

events Future variables include the number of claims filed or dismissed proof of exposure to our products
seriousness of the alleged injury the number and solvency of other defendants in each case the jurisdiction in

which the case is brought the cost of disposing of such claims the uncertainty of asbestos litigation insurance

coverage and indemnification agreement issues and the continuing solvency of certain insurance companies

Based on currently available information we do not believe that asbestos-related litigation individually or in

aggregate will have material adverse effect on our long-term financial condition However adverse

developments and/or periodic settlements in such litigation could negatively impact the results of operations or
cash flows in one or more future quarters

In addition to product liability claims discussed above we are involved in other claims or legal proceedings
related to our products which we believe are not out of the ordinary in business of the type and size in which

we are engaged
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Note 13 Fair Value Measurements

The following table presents information about our financial assets and liabilities that are measured at fair value

on recurring basis as of December 2011 and November 27 2010 and indicates the fair value hierarchy of the

valuation techniques utilized to determine such fair value The hierarchy is broken down into three levels Level

inputs are quoted prices unadjusted in active markets for identical assets or liabilities Level inputs include

data points that are observable such as quoted prices for similar assets or liabilities in active markets quoted

prices for identical or similar assets or liabilities in markets that are not active and inputs other than quoted

prices such as interest rates and yield curves that are observable for the asset or liability either directly or

indirectly Level inputs are unobservable data points for the asset or liability and include situations where there

is little if any market activity for the asset or liability

December
Fair Value Measurements Using

Description 2011 Level Level Level

Assets

Marketable securities $76114 $76114

Derivative assets 1862 1862

Interest rate swaps 7360 7360

Liabilities

Derivative liabilities 1181 $1181

Contingent consideration liabilities 1893 1893

November 27
Fair Value Measurements Using

Description 2010 Level Level Level

Assets

Marketable securities $61474 $61474

Derivative assets 1249 1249

Interest rate swaps
3896 3896

Liabilities

Derivative liabilities 2668 $2668

Note 14 Operating Segments

Through the first quarter of 2011 we managed our business based on four primary geographic regions North

America EIMEA Latin America and Asia Pacific which were our reportable segments for SEC disclosure

purposes The change in our CEO at the end of fiscal 2010 resulted in review of our management reporting

structure Changes in the reporting structure during the second quarter of 2011 required us to conduct an

operating segment assessment in accordance with ASC Topic 280 Segment Reporting to determine our

reportable segments The conclusion of the assessment is that we now have six reportable segments North

America Adhesives Construction Products EIMEA Latin America Adhesives Latin America Paints and Asia

Pacific Operating results of each of these segments are regularly reviewed by our chief operating decision maker

to make decisions about resources to be allocated to the segments and assess their performance

The business components within each operating segment are managed to maximize the results of the overall

operating segment rather than the results of any individual business component of the operating segment Results

of individual components of each operating segment are subject to numerous allocations of segment-wide costs

that may or may not have been focused on that particular component for particular reporting period The costs

for these allocated resources are not tracked on where-used basis as financial performance is assessed at the

total operating segment level
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We are required to report segment information in the same way that management internally organizes its business

for assessing performance and making decisions regarding allocation of resources We evaluate the performance
of each of our operating segments based on segment operating income which is defined as gross profit less

selling general and administrative SGA expenses Segment operating income excludes special charges and
asset impairment charges Corporate expenses are fully allocated to each operating segment Corporate assets are
not allocated to the segments Inter-segment revenues are recorded at cost plus markup for administrative costs

Reportable operating segment financial information for all periods presented follows and prior periods have been
restated to reflect the new segment presentation

2011 2010 2009

Net revenue

North America Adhesives 489854 445013 416678
Construction Products 134573 122210 116153
EIMEA 473718 404751 365275
Latin America Adhesives 145693 128340 116421
Latin America Paints 115045 100979 100321
Asia Pacific 198669 154868 119811

Total $1557552 $1356161 $1234659

Inter-segment sales

North America Adhesives 60793 46130 32344
Construction Products 686 262 349
EIMEA 10031 9846 8380
Latin America Adhesives 1043 907 986
Latin America Paints 2499 1122 93

Asia Pacific 9334 7027 2748

Segment operating income

North America Adhesives 75438 70391 69202
Construction Products 3538 2657 936
EIMEA 26291 13962 22918
Latin America Adhesives 8194 7157 8697
Latin America Paints 7004 4182 999
Asia Pacific 8579 5996 4409

Total 129044 104345 107161

Depreciation and amortization

NorthAmericaAdhesives 10418 10788 15582
Construction Products 10966 11344 11676
EIMEA 10662 11124 12192
Latin America Adhesives 1628 1751 2296
Latin America Paints 2499 2740 2639
Asia Pacific 5043 3453 2362

Total 41216 41200 46747

Total assets

North America Adhesives 189371 169410 197942
Construction Products

180861 185736 196750
EIMEA 344935 294105 322109
Latin America Adhesives 82898 89258 78078
Latin America Paints 77766 69500 62688
Asia Pacific 150949 145152 94226
Corporate 200929 200296 148652

Total $1227709 $1153457 $1100445
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2011 2010 2009

Capital expenditures

North America Adhesives 3989 5283 1870

Construction Products 3936 921 1.986

EIMEA 16458 10080 6544

Latin America Adhesives 1202 1555 464

Latin America Paints 2240 1363 1125

Asia Pacific 3511 10673 5580

Corporate
4696 6035 5169

Total $36032 $35910 $22738

Segment assets include primarily inventory accounts receivable property plant and equipment and other miscellaneous assets

Corporate assets include primarily corporate property plant and equipment deferred tax assets certain investments and other assets

Reconciliation of segment operating income to income before income taxes and income from equity

method investments

2011 2010 2009

Segment operating income $129044 $104345 $107161

Special charges
7499

Asset impairment charges
332 8785 790

Other income net 4590 2572 15983

Interest expense
10811 10414 7734

Income before income taxes and income from equity method investments $114992 87718 $114620

Financial information about geographic areas

United States

All other countries with less than 10 percent of total

Total

United States

Germany

All other countries with less than 10 percent of total

Total

Note 15 Redeemable Non-Controlling Interest

Net Revenue

2011 2010 2009

613250 556407 520840

944302 799754 713819

$1557552 $1356161 $1234659

Property Plant and Equipment net

2011 2010 2009

121333 124124 128131

33278 32993 38376

101272 93958 86793

255883 251075 253300

On August 2011 we completed definitive agreement with our longstanding agent in Turkey and issued

10 percent ownership in H.B Fuller Kimya San Tic A.S HBF Turkey newly created entity located in

Istanbul Turkey to the agent for 1000 and the list of customers in Turkey to whom the agent was reselling

adhesive products
manufactured by us The formation of this business relationship is part of our comprehensive

strategy for expansion in emerging markets The minority shareholder is entitled to increase his ownership by

percent per year for years up to maximum of 13 percent ownership based on the achievement of profitability

targets in each year Both the minority shareholder and H.B Fuller have an option exercisable beginning
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August 2018 to require the redemption of the shares owned by the minority shareholder at price determined

by formula based on 24 months trailing EBITDA The option is subject to minimum price of 3500

Since the option makes the redemption of the minority ownership shares of HBF Turkey outside of our control

these shares are classified as redeemable non-controlling interest in temporary equity in the Consolidated

Balance Sheets Initially the redeemable non-controlling interest was measured at the fair value of the cash and

list of customers received which was determined to be 2946 approximately $4199 Subsequent to the initial

measurement the carrying value of the redeemable non-controlling interest will be accreted to its estimated

redemption value over the period from the date of issuance of the option to the earliest redemption date of the

option The redemption value of the option if it were currently redeemable is estimated to be 3500 as of

December 2011

HBF Turkeys results of operations are consolidated in our financial statements The 10 percent non-controlling

interest is included in income or loss attributable to non-controlling interests in the consolidated statements of

income and in the carrying value of the redeemable non-controlling interest on the consolidated balance sheets

The accretion adjustment to redemption value is also included in income or loss attributable to non-controlling

interests in the consolidated statements of income and in the carrying value of the redeemable non-controlling

interest on the consolidated balance sheets HBF Turkeys functional currency is the Turkish lira and changes in

exchange rates will also affect the reported amount of the redeemable non-controlling interest As of

December 2011 the redeemable non-controlling interest was

Initial measurement of Redeemable Noncontrolling Interest $4199

Net Income loss attributed to Redeemable Noncontrolling Interest 16

Accretion adjustment to redemption value 26

Foreign currency translation adjustment 354

Balance of Redeemable Noncontrolling Interest at December 2011 $3887

Note 16 Special Charges

In the fourth quarter of 2011 we incurred special charges of $4410 for costs related to the pending acquisition of

the global industrial adhesives business of Forbo Group and the EIMEA operating segment transformation

project Also related to the Forbo pending acquisition we purchased foreign currency option to hedge portion

of the acquisition purchase price The expense associated with this option was $3089 See Note 18 to

Consolidated Financial Statements for more information

Note 17 Quarterly Data unaudited

In thousands except per share amounts

2011

Qi Q2 Q3 Q4

Net revenue $339548 $393722 $387756 $436526

Gross profit 96904 112592 111981 125613

Selling general and administrative expenses 75653 77608 79542 85243

Special charges 7499
Asset impairment charges 332

Net income attributable to H.B Fuller 14351 25126 23220 26408

Basic Income per share 0.29 0.51 0.47 0.54

Diluted Income per share 0.29 0.50 0.47 0.53

Weighted-average common shares outstanding

Basic 49006 49021 49000 48937

Diluted 49877 49850 49917 49821
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2010

In thousands except per share amounts Qi Q2 Q3 Q4

Net revenue $309442 $347908 $338568 $360243

Gross profit 97679 101108 96274 102120

Selling general and administrative expenses 71448 75292 73584 72512

Asset impairment charges 8785

Net income attributable to H.B Fuller 18952 11011 18978 21936

Basic Income per share 0.39 0.23 0.39 0.45

Diluted Income per share 0.38 0.22 0.38 0.44

Weighted-average common shares outstanding

Basic 48491 48572 48595 48740

Diluted 49494 49613 49585 49740

Note 18 Subsequent Events unaudited

On December 21 2011 we entered into an agreement to purchase the global industrial adhesives business of

Forbo Group for approximately $394 million Forbo Group is manufacturer and supplier of industrial adhesives

and is known for the breadth of its product line in all of our core market segments particularly packaging and

durable assembly Forbo Group is based in Zug Switzerland

In conjunction with the pending acquisition of Forbo we entered into foreign exchange forward contracts to

purchase Swiss francs Prior to closing the acquisition transaction we intend to raise permanent financing

through the private placement and syndicated bank loan markets The acquisition has been approved by the

Board of Directors of each of the companies Subject to customary closing conditions and regulatory approvals

the transaction is expected to close as soon as March 2012

On January 26 2012 our Board of Directors approved facility closure plan as part of the EIMEA operating

segment transformation project The plan includes closure of our facilities in Austria and Italy and the transfer of

our EIMEA shared services functions to single location in Portugal The plan is expected to be completed in

2013
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Item Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Item 9A Controls and Procedures

Controls and Procedures

As of the end of the period covered by this report we conducted an evaluation under the supervision and with

the participation of our president and chief executive officer and senior vice president chief financial officer of

our disclosure controls and procedures as defined in Rules 13a-15e and 15d-15e under the Securities

Exchange Act of 1934 Exchange Act Based on this evaluation the president and chief executive officer and

the senior vice president chief financial officer concluded that as of December 2011 our disclosure controls

and procedures were effective to ensure that information required to be disclosed by us in reports that we file

or submit under the Exchange Act is recorded processed summarized and reported within the time periods

specified in the SECs rules and forms and to ensure that information required to be disclosed by us in the

reports that we file or submit under the Exchange Act is accumulated and communicated to us including our

principal executive and principal financial officers as appropriate to allow timely decisions regarding required

disclosure

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting as defined in Rule l3a-15f under the

Exchange Act during our most recently completed fiscal quarter that have materially affected or are reasonably

likely to materially affect our internal control over financial reporting

Managements Report on Internal Control over Financial Reporting

The management of H.B Fuller Company is responsible for establishing and maintaining adequate internal

control over financial reporting H.B Fuller Companys internal control system was designed to provide

reasonable assurance to the companys management and the board of directors regarding the preparation and fair

presentation of published financial statements

All internal control systems no matter how well designed have inherent limitations Therefore even those

systems determined effective can provide only reasonable assurance with respect to financial statement

preparation and presentation

H.B Fuller Company management assessed the effectiveness of the companys internal control over financial

reporting as of December 2011 In making this assessment it used the criteria set forth by the Committee of

Sponsoring Organizations of the Treadway Commission COSO in Internal ControlIntegrated Framework

Based on the assessment management believes that as of December 2011 the companys internal control over

financial reporting was effective based on those criteria

H.B Fuller Companys Independent Registered Public Accounting Firm have issued an attestation report on the

effectiveness of the companys internal control over financial reporting This report appears on page 35

Attestation Report of the Registered Public Accounting Firm

The report on the effectiveness of the companys internal control over financial reporting issued by KPMG LLP

the companys Independent Registered Public Accounting Firm appears on page 35

Item 9B Other Information

None
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PART III

Item 10 Directors Executive Officers and Corporate Governance

The information under the headings Proposal 1Election of Directors Section 16a Beneficial Ownership

Reporting Compliance and Corporate GovernanceAudit Committee contained in the companys Proxy

Statement for the Annual Meeting of Shareholders to be held on April 12 2012 the 2012 Proxy Statement is

incorporated herein by reference

The information contained at the end of Item hereof under the heading Executive Officers of the Registrant

is incorporated herein by reference

Since the date of our 2011 Proxy Statement there have been no material changes to the procedures by which

shareholders may recommend nominees to our Board of Directors

The company has code of business conduct applicable to all of its directors and employees including its

principal executive officer principal financial officer principal accounting officer controller and other

employees performing similar functions copy of the code of business conduct is available under the Investor

Relations section of the companys website at www.hbfuller.com The company intends to disclose on its website

information with respect to any amendment to or waiver from provision of its code of business conduct that

applies to its principal executive officer principal financial officer principal accounting officer controller and

other employees performing similar functions within four business days following the date of such amendment or

waiver

Item 11 Executive Compensation

The information under the headings Executive Compensation and Director Compensation contained in the

2012 Proxy Statement is incorporated herein by reference

Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder

Matters

The information under the headings Security Ownership of Certain Beneficial Owners and Management

contained in the 2012 Proxy Statement is incorporated herein by reference

Equity Compensation Plans Information

Number of

Number of Weighted- securities remaining
securities to be average available for future

issued upon exercise price issuance under

exercise of of outstanding equity compensation

outstanding options plans excluding

options warrants warrants and securities reflected

Plan Category and rights rights in column

Equity compensation plans approved by security holders 2822245 $19.292 3296060

Equity compensation plans not approved by security

holders NONE NONE

Total 2822245 $19.29 3296060

Consists of 2423366 outstanding stock options 127117 outstanding restricted stock units and 271762 outstanding restricted stock

shares convertible to common stock under the companys share based equity plans

The weighted average exercise price does not include outstanding restricted stock units or deferred units convertible to common stock

under the companys deferred compensation plans
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Set forth in the table below are the number of shares remaining available for issuance under each of our equity compensation plans at

December 2011 Grants under these plans may be in the form of any of the listed type of awards Of the number of shares available

under the Amended and Restated H.B Fuller Company Year 2000 Stock Incentive Plan only 502968 of these shares remained available

for restricted stock or restricted stock unit awards as of December 2011

Number of

Plan Shares Types of Awards

Amended and Restated H.B Fuller 3240949 Options restricted stock restricted stock

Company Year 2000 Stock Incentive Plan units stock appreciation rights and

performance awards

Key Employee Deferred Compensation 55111 Deferred units convertible to common

Plan stock

Item 13 Certain Relationships and Related Transactions and Director Independence

The information under the headings Certain Relationships and Related Transactions and Corporate

GovernanceDirector Independence contained in the 2012 Proxy Statement is incorporated herein by

reference

Item 14 Principal Accountant Fees and Services

The information under the heading Fees Paid to Independent Registered Public Accounting Firm contained in

the 2012 Proxy Statement is incorporated herein by reference
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PART IV

Item 15 Exhibits and Financial Statement Schedules

Documents filed as part of this report

Consolidated Financial Statements

Consolidated Statements of Income for the fiscal years ended December 2011 November 27 2010

and November 28 2009

Consolidated Balance Sheets as of December 2011 and November 27 2010

Consolidated Statements of Total Equity for the fiscal
years

ended December 2011 November 27

2010 and November 28 2009

Consolidated Statements of Cash Flows for the fiscal years ended December 2011 November 27

2010 and November 28 2009

Notes to Consolidated Financial Statements

Report of Independent Registered Public Accounting Firm

Financial Statement Schedules

All financial statement schedules are omitted as the required information is inapplicable or the

information is presented in the consolidated financial statements or related notes

Exhibits

Item Incorporation by Reference

2.1 Master Purchase Agreement dated as of Exhibit 2.1 to the Current Report on Form 8-K

December 21 2011 between Forbo Holding AG dated December 21 2011

and H.B Fuller Company excluding schedules

and exhibits which the Registrant agrees to

furnish supplementally to the Securities and

Exchange Commission upon request

3.1 Restated Articles of Incorporation of H.B Fuller Exhibit 3.1 to the Quarterly Report on Form 10-Q

Company as amended for the quarter ended September 2006

3.2 By-Laws of H.B Fuller Company Exhibit 3u to the Current Report on Form 8-K

dated December 2008

4.1 Form of Certificate for common stock par value Exhibit 4.1 to the Annual Report on Form 10-K

$1.00 per share as amended for the year ended November 28

2009

4.2 Rights Agreement dated as of July 13 2006 Exhibit 4.1 to the Current Report on Form 8-K

between H.B Fuller Company and Wells Fargo dated July 13 2006

Bank Minnesota National Association as Rights

Agent

4.3 Agreement dated as of June 1998 between H.B Exhibit 4a to the Quarterly Report on Form I0-Q

Fuller Company and
group

of investors for the quarter ended August 29 1998

primarily insurance companies including the form

of Notes

4.4 Note Purchase Agreement dated December 16 Exhibit 4.1 to the Current Report on Form 8-K

2009 among H.B Fuller Company as borrower dated December 16 2009

and various financial institutions
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Item

10.1 Amended and Restated H.B Fuller Company Year

2000 Stock Incentive Plan

10.2 H.B Fuller Company 1998 Directors Stock

Incentive Plan

10.3 H.B Fuller Company Supplemental Executive

Retirement Planl998 Revision as amended

10.4 H.B Fuller Company Supplemental Executive

Retirement Plan II2008 as amended

10.5 H.B Fuller Company Executive Benefit Trust

dated October 25 1993 between H.B Fuller

Company and First Trust National Association as

Trustee as amended relating to the H.B Fuller

Company Supplemental Executive Retirement

Plan

10.6 H.B Fuller Company Key Employee Deferred

Compensation Plan 2005 Amendment and

Restatement as amended

10.7 Amended and Restated H.B Fuller Company
Annual and Long-Term Incentive Plan

10.8 Form of Change in Control Agreement between

H.B Fuller Company and each of its executive

officers

10.9 Form of Severance Agreement between H.B

Fuller Company and each of its executive officers

10.10 Form of Restricted Stock Award Agreement under

the H.B Fuller Company 2009 Director Stock

Incentive Plan for awards made to our non-

employee directors on or after July 2010

10.11 Form of Non-Qualified Stock Option Agreement

under the Amended and Restated H.B Fuller

Company Year 2000 Stock Incentive Plan for

awards made between December 2008 and

December 2009

10.12 Form of Restricted Stock Award Agreement under

the Amended and Restated H.B Fuller Company
Year 2000 Stock Incentive Plan for awards made

between December 2008 and December 2009

Incorporation by Reference

Exhibit 10.1 to the Current Report on Form 8-K

dated April 2006

Exhibit 10c to the Quarterly Report on

Form l0-Q for the quarter ended May 30 1998

Exhibits 10j and 10x to the Annual Report on

Form lO-K405 for the year ended November 28

1998 Exhibits 10.1 10.2 and 10.3 to the Current

Report on Form 8-K dated November 30 2006

and Exhibit 10.1 to the Current Report on

Form 8-K dated December 19 2007

Exhibit 10.2 to the Current Report on Form 8-K

dated December 19 2007 and Exhibit 10.5 to the

Annual Report on Form 10-K for the year ended

November 29 2008

Exhibit 10k to the Annual Report on Form 10-K

for the year ended November 29 1997 Exhibit

10k to the Annual Report on Form 10-K405 for

the
year

ended November 28 1998 Exhibit 10.3

to the Current Report on Form 8-K dated

December 19 2007 and Exhibit 10.1 to the

Quarterly Report on Form 10-Q for the quarter

ended May 30 2009

Exhibit 10.1 to the Current Report on Form 8-K

dated October 23 2006 Exhibit 10.11 to the

Annual Report on Form 10-K for the
year

ended

December 2007 and Exhibit 10.8 to the Annual

Report on Form 10-K for the year ended

November 29 2008

Exhibit 10.1 to the Current Report on Form 8-K

dated April 2008

Exhibit 10.11 to the Annual Report on Form 10-K

for the
year

ended November 29 2008

Exhibit 10.2 to the Quarterly Report on

Form 10-Q for the quarter ended May 31 2008

Exhibit 10.1 to the Current Report on Form 8-K

dated July 2010

Exhibit 10.4 to the Current Report on Form 8-K

dated December 2008

Exhibit 10.3 to the Current Report on Form 8-K

dated December 2008
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Item Incorporation by Reference

10.13 Form of Restricted Stock Unit Award Agreement Exhibit 10.2 to the Current Report on Form 8-K

under the Amended and Restated H.B Fuller dated December 2008

Company Year 2000 Stock Incentive Plan for

awards made between December 2008 and

December 2009

10.14 Form of Non-Qualified Stock Option Agreement Exhibit 10.1 to the Current Report on Form 8-K

under the Amended and Restated H.B Fuller dated December 2009

Company Year 2000 Stock Incentive Plan for

awards made on or after December 2009

10.15 Form of Restricted Stock Award Agreement under Exhibit 10.2 to the Current Report on Form 8-K

the Amended and Restated H.B Fuller Company dated December 2009

Year 2000 Stock Incentive Plan for awards made

on or after December 2009

10.16 Form of Restricted Stock Unit Award Agreement Exhibit 10.3 to the Current Report on Form 8-K

under the Amended and Restated H.B Fuller dated December 2009

Company Year 2000 Stock Incentive Plan for

awards made on or after December 2009

10.17 Form of Restricted Stock Unit Award Agreement Exhibit 10.4 to the Current Report on Form 8-K

for Retirement Eligible Participants under the dated December 2009

Amended and Restated H.B Fuller Company Year

2000 Stock Incentive Plan for awards made on or

after December 2009

10.18 Form of Restricted Stock Award Agreement for Exhibit 10.5 to the Current Report on Form 8-K

the Chief Executive Officer under the Amended dated December 2009

and Restated H.B Fuller Company Year 2000

Stock Incentive Plan for awards made on or after

December 2009

10.19 Form of Non-Qualified Stock Option Agreement Exhibit 10.1 to the Current Report on Form 8-K

under the Amended and Restated H.B Fuller dated January 20 2011

Company Year 2000 Stock Incentive Plan for

awards made on or after January 20 2011

10.20 Form of Restricted Stock Award Agreement under Exhibit 10.2 to the Current Report on Form 8-K

the Amended and Restated H.B Fuller Company dated January 20 2011

Year 2000 Stock Incentive Plan for awards made

on or after January 20 2011

10.21 Form of Restricted Stock Unit Award Agreement Exhibit 10.3 to the Current Report on Form 8-K

under the Amended and Restated H.B Fuller dated January 20 2011

Company Year 2000 Stock Incentive Plan for

awards made on or after January 20 2011

10.22 Form of Restricted Stock Unit Award Agreement Exhibit 10.4 to the Current Report on Form 8-K

for Retirement Eligible Participants under the dated January 20 2011

Amended and Restated H.B Fuller Company Year

2000 Stock Incentive Plan for awards made on or

after January 20 2011

10.23 Form of Restricted Stock Award Agreement for Exhibit 10.5 to the Current Report on Form 8-K

the Chief Executive Officer under the Amended dated January 20 2011

and Restated H.B Fuller Company Year 2000

Stock Incentive Plan for awards made on or after

January 20 2011
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10.24 Credit Agreement dated April 29 2010 among
H.B Fuller Company and JP Morgan Chase Bank

N.A as administrative agent and Citibank N.A
as syndication agent and various financial

institutions the Credit Agreement

10.25 Loan Agreement dated June 19 2006 among
H.B Fuller Company and JP Morgan Chase Bank
National Association as Administrative Agent

Citibank N.A as Syndication Agent and ABN
AMRO Bank N.y and The Bank of Tokyo-

Mitsubishi UFJ Ltd Chicago Branch as Co
Documentation Agents as amended and

Schedules 3.01 3.06 6.01 6.02 6.04 and 6.08

thereto

10.26 H.B Fuller Company Defined Contribution

Restoration Plan As Amended and Restated

Effective January 2008 as amended

10.27 H.B Fuller Company Directors Deferred

Compensation Plan 2008 Amendment and

Restatement as amended

10.28 H.B Fuller Company Management Short-Term

Incentive Plan for fiscal year 2010

10.29 H.B Fuller Company Management Short-Term

Incentive Plan for fiscal year 2011

10.30 H.B Fuller Company 2009 Director Stock

Incentive Plan

1031 Amendment dated February 2010 to offer

letter between H.B Fuller Company and James

Owens

10.32 Amendment to Severance Agreement dated

December 2010 by and between H.B Fuller

Company and James Owens

10.33 Second Declaration of Amendment dated May 31

2011 to the H.B Fuller Company Supplemental

Executive Retirement Plan II2008

10.34 H.B Fuller Company Management Short-Term

Incentive Plan for fiscal year 2012

Incorporation by Reference

Exhibit 10.1 to the Current Report on Form 8-K

dated April 19 2010

Exhibit 10.1 to the Current Report on Form 8-K

dated June 19 2006 Exhibit 10.20 to the Annual

Report on Form 10-K for the year ended

November 29 2008 and Exhibit 10.2 to the

Quarterly Report on Form 10-Q for the quarter

ended August 29 2009 and Exhibit 10.2 to the

Current Report on Form 8-K dated April 19 2010

Exhibit 10.4 to the Current Report on Form 8-K

dated December 19 2007 and Exhibit 10.1 to the

Quarterly Report on Form 10-Q for the quarter

ended May 31 2008

Exhibit 10.22 to the Annual Report on Form 10-K

for the year ended November 29 2008 and Exhibit

10.23 to the Annual Report on Form 10-K for the

year ended November 29 2008

Exhibit 10.1 to the Current Report on Form 10-K

dated January 20 2010

Exhibit 10.1 to the Current Report on Form 8-K

dated December 2010

Exhibit 10.2 to the Quarterly Report on

Form 10-Q for the quarter ended May 30 2009

Exhibit 10.1 to the Quarterly Report on

Form 10-Q for the quarter ended February 27

2010

Exhibit 10.1 to the Current Report on Form 8-K/A

dated November 19 2010

Exhibit 10.1 to the Quarterly Report on

Form 10-Q for the quarter ended May 28 2011

Exhibit 10.5 to the Current Report on Form 8-K

dated September 29 2011

Item

21

23

24

31.1

31.2

32.1

List of Subsidiaries

Consent of KPMG LLP

Power of Attorney

302 CertificationJames Owens

302 CertificationJames Giertz

906 CertificationJames Owens
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32.2 906 CertificationJames Giertz

101 The following materials from the H.B Fuller

Company Annual Report on Form 10-K for the

fiscal
year

ended December 2011 formatted in

Extensible Business Reporting Language XBRL
the Consolidated Statements of Income ii the

Consolidated Balance Sheets iiithe Consolidated

Statements of Total Equity iv the Consolidated

Statements of Cash Flows and the Notes to

Consolidated Financial Statements tagged as

blocks of text

Asterisked items are management contracts or compensatory plans or arrangements required to be filed

See Exhibit Index and Exhibits attached to this Form 10-K
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant has

duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized

H.B FULLER COMPANY

Dated January 27 2012

By Is James Owens

JAMES OWENS
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by the

following persons on behalf of the registrant and in the capacities and on the dates indicated

Is James Owens

JAMES OWENS

Is James Giertz

JAMES GIERTZ

Is James McCreary Jr

JAMES MCCREARY JR

LEE MITAU

JULIANA CHUGG

THOMAS HANDLEY

MICHAEL LOSH

ALFREDO ROVIRA

JOHN VAN RODEN JR

WILLIAM VAN SANT

by Is Timothy Keenan

President and Chief Executive Officer and Director

Principal Executive Officer

Senior Vice President Chief Financial Officer Principal

Financial Officer

Vice President Controller

Principal Accounting Officer

Director Chairman of the Board

Director

Director

Signature Title

Director

Director

Director

Director

TIMOTHY KEENAN Attorney in Fact

Dated January 27 2012
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Exhibit Index

Item

2.1 Master Purchase Agreement dated as of

December 21 2011 between Forbo Holding AG

and H.B Fuller Company excluding schedules

and exhibits which the Registrant agrees to furnish

supplementally to the Securities and Exchange

Commission upon request

3.1 Restated Articles of Incorporation of H.B Fuller

Company as amended

3.2 By-Laws of H.B Fuller Company

4.1 Form of Certificate for common stock par
value

$1.00 per share

4.2 Rights Agreement dated as of July 13 2006

between H.B Fuller Company and Wells Fargo

Bank Minnesota National Association as Rights

Agent

4.3 Agreement dated as of June 1998 between H.B

Fuller Company and group of investors

primarily insurance companies including the form

of Notes

4.4 Note Purchase Agreement dated December 16

2009 among H.B Fuller Company as borrower

and various financial institutions

10.1 Amended and Restated H.B Fuller Company Year

2000 Stock Incentive Plan

10.2 H.B Fuller Company 1998 Directors Stock

Incentive Plan

10.3 H.B Fuller Company Supplemental Executive

Retirement Planl998 Revision as amended

10.4 H.B Fuller Company Supplemental Executive

Retirement Plan II2008 as amended

10.5 H.B Fuller Company Executive Benefit Trust

dated October 25 1993 between H.B Fuller

Company and First Trust National Association as

Trustee as amended relating to the H.B Fuller

Company Supplemental Executive Retirement Plan

Incorporation by Reference

Exhibit 2.1 to the Current Report on Form 8-K

dated December 21 2011

Exhibit 3.1 to the Quarterly Report on Form l0-Q

for the quarter ended September 2006

Exhibit 3u to the Current Report on Form 8-K

dated December 2008

Exhibit 4.1 to the Annual Report on Form 10-K as

amended for the year ended November 28 2009

Exhibit 4.1 to the Current Report on Form 8-K

dated July 13 2006

Exhibit 4a to the Quarterly Report on Form 10-Q

for the quarter ended August 29 1998

Exhibit 4.1 to the Current Report on Form 8-K

dated December 16 2009

Exhibit 10.1 to the Current Report on Form 8-K

dated April 2006

Exhibit 10c to the Quarterly Report on

Form lO-Q for the quarter ended May 30 1998

Exhibits 10j and 10x to the Annual Report on

Form lO-K405 for the year ended November 28

1998 Exhibits 10.1 10.2 and 10.3 to the Current

Report on Form 8-K dated November 30 2006 and

Exhibit 10.1 to the Current Report on Form 8-K

dated December 19 2007

Exhibit 10.2 to the Current Report on Form 8-K

dated December 19 2007 and Exhibit 10.5 to the

Annual Report on Form 10-K for the
year

ended

November 29 2008

Exhibit 10k to the Annual Report on Form 10-K

for the
year

ended November 29 1997

Exhibit 10k to the Annual Report on

Form 10-K405 for the
year

ended November 28

1998 Exhibit 10.3 to the Current Report on Form

8-K dated December 19 2007 and Exhibit 10.1 to

the Quarterly Report on Form 10-Q for the quarter

ended May 30 2009



Item Incorporation by Reference

10.6 H.B Fuller Company Key Employee Deferred Exhibit 10.1 to the Current Report on Form 8-K

Compensation Plan 2005 Amendment and dated October 23 2006 Exhibit 10.11 to the

Restatement as amended Annual Report on Form 10-K for the year ended

December 2007 and Exhibit 10.8 to the Annual

Report on Form 10-K for the
year ended

November 29 2008

10.7 Amended and Restated H.B Fuller Company Exhibit 10.1 to the Current Report on Form 8-K

Annual and Long-Term Incentive Plan dated April 2008

10.8 Form of Change in Control Agreement between Exhibit 10.11 to the Annual Report on Form 10-K

H.B Fuller Company and each of its executive for the year ended November 29 2008
officers

10.9 Form of Severance Agreement between H.B Exhibit 10.2 to the Quarterly Report on

Fuller Company and each of its executive officers Form lO-Q for the quarter ended May 31 2008

10.10 Form of Restricted Stock Award Agreement under Exhibit 10.1 to the Current Report on Form 8-K

the H.B Fuller Company 2009 Director Stock dated July 2010

Incentive Plan for awards made to our non-

employee directors on or after July 2010

10.11 Form of Non-Qualified Stock Option Agreement Exhibit 10.4 to the Current Report on Form 8-K

under the Amended and Restated H.B Fuller dated December 2008

Company Year 2000 Stock Incentive Plan for

awards made between December 2008 and

December 2009

10.12 Form of Restricted Stock Award Agreement under Exhibit 10.3 to the Current Report on Form 8-K

the Amended and Restated H.B Fuller Company dated December 2008

Year 2000 Stock Incentive Plan for awards made

between December 2008 and December 2009

10.13 Form of Restricted Stock Unit Award Agreement Exhibit 10.2 to the Current Report on Form 8-K

under the Amended and Restated H.B Fuller dated December 2008

Company Year 2000 Stock Incentive Plan for

awards made between December 2008 and

December 2009

10.14 Form of Non-Qualified Stock Option Agreement Exhibit 10.1 to the Current Report on Form 8-K

under the Amended and Restated H.B Fuller dated December 2009

Company Year 2000 Stock Incentive Plan for

awards made on or after December 2009

10.15 Form of Restricted Stock Award Agreement under Exhibit 10.2 to the Current Report on Form 8-K

the Amended and Restated H.B Fuller Company dated December 2009
Year 2000 Stock Incentive Plan for awards made

on or after December 2009

10.16 Form of Restricted Stock Unit Award Agreement Exhibit 10.3 to the Current Report on Form 8-K

under the Amended and Restated H.B Fuller dated December 2009

Company Year 2000 Stock Incentive Plan for

awards made on or after December 2009

10.17 Form of Restricted Stock Unit Award Agreement Exhibit 10.4 to the Current Report on Form 8-K

for Retirement Eligible Participants under the dated December 2009
Amended and Restated H.B Fuller Company Year

2000 Stock Incentive Plan for awards made on or

after December 2009
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10.18 Form of Restricted Stock Award Agreement for

the Chief Executive Officer under the Amended

and Restated H.B Fuller Company Year 2000

Stock Incentive Plan for awards made on or after

December 2009

10.19 Form of Non-Qualified Stock Option Agreement

under the Amended and Restated H.B Fuller

Company Year 2000 Stock incentive Plan for

awards made on or after January 20 2011

10.20 Form of Restricted Stock Award Agreement under

the Amended and Restated H.B Fuller Company

Year 2000 Stock Incentive Plan for awards made

on or after January 20 2011

10.21 Form of Restricted Stock Unit Award Agreement

under the Amended and Restated H.B Fuller

Company Year 2000 Stock Incentive Plan for

awards made on or after January 20 2011

10.22 Form of Restricted Stock Unit Award Agreement

for Retirement Eligible Participants under the

Amended and Restated H.B Fuller Company Year

2000 Stock Incentive Plan for awards made on or

after January 20 2011

10.23 Form of Restricted Stock Award Agreement for

the Chief Executive Officer under the Amended

and Restated H.B Fuller Company Year 2000

Stock Incentive Plan for awards made on or after

January 20 2011

10.24 Credit Agreement dated April 29 2010 among

H.B Fuller Company and JP Morgan Chase Bank

N.A as administrative agent and Citibank N.A
as syndication agent and various financial

institutions the Credit Agreement

10.25 Loan Agreement dated June 19 2006 among

H.B Fuller Company and JP Morgan Chase Bank

National Association as Administrative Agent

Citibank N.A as Syndication Agent and ABN
AMRO Bank N.y and The Bank of Tokyo-

Mitsubishi UFJ Ltd Chicago Branch as Co
Documentation Agents as amended and

Schedules 3.01 3.06 6.01 6.02 6.04 and 6.08

thereto

10.26 H.B Fuller Company Defined Contribution

Restoration Plan As Amended and Restated

Effective January 2008 as amended

10.27 H.B Fuller Company Directors Deferred

Compensation Plan 2008 Amendment and

Restatement as amended

Exhibit 10.5 to the Current Report on Form 8-K

dated December 2009

Exhibit 10.1 to the Current Report on Form 8-K

dated January 20 2011

Exhibit 10.2 to the Current Report on Form 8-K

dated January 20 2011

Exhibit 10.3 to the Current Report on Form 8-K

dated January 20 2011

Exhibit 10.4 to the Current Report on Form 8-K

dated January 20 2011

Exhibit 10.5 to the Current Report on Form 8-K

dated January 20 2011

Exhibit 10.1 to the Current Report on Form 8-K

dated April 19 2010

Exhibit 10.1 to the Current Report on Form 8-K

dated June 19 2006 Exhibit 10.20 to the Annual

Report on Form 10-K for the year
ended

November 29 2008 and Exhibit 10.2 to the

Quarterly Report on Form 10-Q for the quarter

ended August 29 2009 and Exhibit 10.2 to the

Current Report on Form 8-K dated April 19 2010

Exhibit 10.4 to the Current Report on Form 8-K

dated December 19 2007 and Exhibit 10.1 to the

Quarterly Report on Form 10-Q for the quarter

ended May 31 2008

Exhibit 10.22 to the Annual Report on Form 10-K

for the year
ended November 29 2008 and Exhibit

10.23 to the Annual Report on Form 10-K for the

year ended November 29 2008
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10.28 H.B Fuller Company Management Short-Term Exhibit 10.1 to the Current Report on Form 10-K

Incentive Plan for fiscal
year

2010 dated January 20 2010

10.29 H.B Fuller Company Management Short-Term Exhibit 10.1 to the Current Report on Form 8-K

Incentive Plan for fiscal
year 2011 dated December 2010

10.30 H.B Fuller Company 2009 Director Stock Exhibit 10.2 to the Quarterly Report on

Incentive Plan Form 10-Q for the quarter ended May 30 2009

10.31 Amendment dated February 2010 to offer Exhibit 10.1 to the Quarterly Report on

letter between H.B Fuller Company and James Form 10-Q for the quarter ended February 27

Owens 2010

10.32 Amendment to Severance Agreement dated Exhibit 10.1 to the Current Report on Form 8-K/A

December 2010 by and between H.B Fuller dated November 19 2010

Company and James Owens

10.33 Second Declaration of Amendment dated May 31 Exhibit 10.1 to the Quarterly Report on

2011 to the H.B Fuller Company Supplemental Form 10-Q for the quarter ended May 28 2011

Executive Retirement Plan 112008

10.34 H.B Fuller Company Management Short-Term Exhibit 10.5 to the Current Report on Form 8-K

Incentive Plan for fiscal year 2012 dated September 29 2011

21 List of Subsidiaries

23 Consent of KPMG LLP

24 Power of Attorney

31.1 302 CertificationJames Owens

31.2 302 CertificationJames Giertz

32.1 906 CertificationJames Owens

32.2 906 CertificationJames Giertz

101 The following materials from the H.B Fuller

Company Annual Report on Form 10-K for the
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Extensible Business Reporting Language XBRL
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Consolidated Balance Sheets iiithe

Consolidated Statements of Total Equity iv the

Consolidated Statements of Cash Flows and

the Notes to Consolidated Financial Statements

tagged as blocks of text

Asterisked items are management contracts or compensatory plans or arrangements required to be filed



CORPORATE

INFORMATION

BOARD OF DIRECTORS OFFICERS

Lee Mitau James Owens

Chairman of the Bnard FIB Fuller Cnmpany President and Chief Esecntioe Officer

Esecative Vice President and General Counsel

U.S Bancnrp
James Giertz

Senior Vice President and Chiet Financial Officer

Juliana Chugg

Senior Vice President President Meals Oieisinn
Steven Kenny

General Mills Inc
Senior Vice President EIMEA

Thomas Ilandley Patrick Trippel

President
Seninr Vice President Cnnstraction Materials

Global Food Beoerage Sector

Ecolab Inc
Kevin Gilligan

Vice President Global Supply Chain

Michael Losh

Prieate Innestor
Traci Jensen

Vice President Americas Adhesines

James Owens

President and Chiet Enecatine Officer Timothy Keenan

HO Fuller Company
Vice President General Counsel and Corporate Secretary

Alt redo Rovira James McCreary Jr

Managing Partner Vice President Corporate Controller

Brons Salas and Co-Chairman

of the Corporate Law Oepartment of that firm
Ann Parriott

Vice President Human Resources

John van Roden Jr

Chairman of the Beard Cheryl Reinitz

Airgas Inc Vice President Treasurer

William Van Sant Joan Schuller

Operating Partner Vice President Asia Pacific

Stone Arch Capital LLC

REGULATION INFORMATION FINANCIAL RECONCILIATIONS ANO FOOTNOTES

2006 SGA espense included $12.3 million in charges associated with separation agreement rnterrd irto with she companys former chiet erecetire officer

Segment aperating income is noo-GAAP tinancial measure defined as gnoss pretit less SGA espenso Segment operating income eeclades special charges and asset impairment charges Management etilises segment operating income

to assess performance and make decisions regarding allocation et resources ISee reconciliation below lie millions U.S

______________________________________________________________________
2005

367.4

20t.0

78.4

5.0%

2004

Gross profit
335.6

Less 5680 ospesse
279.0

Segment operating income 55.7

ot Net reaenue 4.5%

2006 2001 2000 2000 2010 2011

406.4 418.7 364.5 371.3 397.2 441.t

296.9 275.9 254.9 264.1 292.9 3t8.0

109.5 142.8 109.6 107.2 104.3 129.1

7.9% 10.2% 7.9% 8.7% 7.7% 0.3%

is nen-GMP financial measure defined as gross profit less 5680 eepenoe plus depneciatisn asperse plus amortioatioo eapesse See recsnciliatios below tin millions U.S

2004
___________

2005 ___________
2006

___________
2001

___________
2000

____________
2009

Gross proet 335.6 367.4 406.4 410.7 364.5 371.3

Less SGAeopeese 279.9 289.0 296.9 275.9 254.9 264.1

Plus Depreciation eepeese 49.0 46.0 37.7 36.4 34.3 34.7

Plus Amortization espeose 2.6 2.0 9.0 14.0 11.0 12.0

EBITDA 108.0 020.0 056.2 193.2 055.7 153.9

at Net reeenae 8.8% 9.6% 11.3% 03.8% 11.2% 12.5%

Net income affnibutable to 0.0 Fallen trem continuing operations betore cumalatine effect ot accounting change dioided by weighted-aoerage common shares outstanding dilated

Eaclades the effects ot goodwill and sthen non-cash impairment charges

Net income affnibotable ts 0.0 Fallen per dilated share as reported 0.36

Add back negatioe impact tram goodwill and other son-cash impairment changes $1.05

Net income affributable to 0.0 Fuller per diluted share as reported encluding the effects of eoouual items listed abooe 1.41

the effects ot the Roaoske litigation sefflement and goodwill impairment charges

Net income attributable to 0.0 Fuller per diluted share as reported 1.70

Less positiae impact tram Roasoko litigation sefflemeat 10.241

Add back negatine impact from goodwill impairment charges

Net income affnihufable to 0.0 Fuller per diluted share eaclading effects ot osusual items listed aboee 1.47

Eacludes the effects ot costs related to eeitiog the polysaltide prodoct line in our EIMEA segment

Net income affnibotable to HR Fuller per diluted share as reported 1.43

Add back negatioe impact trom costs related to eeiting the polysalfide product line in oar EIMEA segment

Net income affribatable to 0.0 Fuller per diluted share eoclading the effects of unusual items listed abone 1.60

Eaclades the effects of costs related to the Companys tnaostormatien initiatine and costs associated with the pending acquisition of the Industrial Adhesiees business tram the Forbo Group

Net Income attnibotable to HO Fallen per dilated share as reported
1.79

Add back negatine impact tram costs related to the traosfsrmatiar and Forbo acquisition 0.11

Net Income affnihatable to 0.0 Fuller per diluted share encloding the affects at special charges listed ahone 1.90

Return on looested Capital 100161 is defined as total retarn diaided by total iawsted capital See page 36 of the Form 10-6 included is this report ton mane detailed enplaration and necoeciliatien to GAAt-based data

Regulation 6The information presented in this report regarding segment operating income earnings before interest taoes depreciation and amortization IEBITDAI net income affnibutableto HO Fallen per diluted share eocladiog the

effects at goodwill special charges and other non-cash impairment charges and 0016 does sot conform to generally accepted accsunting principles IGMP and should not be constraed as an alternatine to the wported results determined

in accordance with GAAR Management has included this oao-GMP intormatian to assist is asderstanding the operating performance of the company and its operating segments and in uoderstaodisg the comparability of results in light at

the items identified in this report The non-GP informatiso proeided may not be consistent with the methodologies used by other companies All nso-GAAP information is reconciled with reported GMP results

2010
___________

2011

399.0 441.1

292.1 318.0

35.4 310

15.0 10.2

140.1 110.3

10.9% 10.9%
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