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Executive Summary

Newell Rubbermaid is a global conglomerate which focuses primarily on domestic products (Appendix 1).  Newell Co., founded in 1902, historically has been a very strong company.  Currently it ranks tenth in market capitalization (Appendix 6) in the broad industry of personal and household products as discussed in Appendix 1 (Reuters), and has 274.8 million outstanding shares of common stock (yahoo/finance). Throughout its life it has grown by a process the firm refers to as “Newalizing.”  It would buy struggling companies at low prices and restructure them into profitable business entities and thus growing the overall firm.  
In 1999 Newell made its largest acquisition to date by purchasing Rubbermaid.  With the purchase of Rubbermaid the “Newalize” strategy did not work as well as it had in the past.  The plagued Rubbermaid group seemed to infect the entire company and stock prices fell from $47.75 in 1999 to a low of approximately $18.94. The stock is currently at $24.10, as of April 20, 2004 (Valueline).

In 2001 Newell Rubbermaid (NWL) hired new CEO Joseph Galli, formerly of Black and Decker, VerticalNet, and Amazon.com, to try to alleviate the increasing problems (CNN Money).  To this date, he has not been able to return the stock to its original high price and growth rate.
Recently the company has sold off several divisions in an attempt to counter problems stemming from debt and over diversification.  These divestitures started in early 2003 with the sell of Cosmolab.
Newell Rubbermaid has struggled the past four years for more reasons than just the overly ambitious acquisition. In 1999 the dividend was at .80 cents a share. After 1999 the dividend was increased to .84 cents a share (Mergent). We recommend that it cut its dividend and repurchase stock.  These actions will drive the price of the stock upward in the long run.

The amount of debt issued by Newell Rubbermaid has increased from $464.2 million in 2002 to $1.044 billion in 2003 (Mergent). We suggest NWL continue to divest in owned businesses that do not meet the companies definition of strategic businesses in order to decrease some of this debt problem 
With low profit margins plaguing the firm for the last three years, we believe the dividend and the exorbitant amount of debt issued since 2000, is and will, continue to be a problem for the firm in the future if action is not taken.  These numbers have worsened when compared to the company’s historical figures and current industry averages.
Through an intensive divesting strategy, a reasonable dividend cut, and a decrease in the outstanding amount of debt the firm has incurred, NWL should regain its global presence as a household brand.             
Proposal

Debt

One of Rubbermaid’s largest problems is its growing debt.  In 2003, Newell Rubbermaid’s debt was $2.882 billion, 3.3 times the debt in 1998.  This is a sizeable increase and could be the source of many problems in the future.  In 2003 its interest coverage ratio dropped to 1.12 from its previous position of 5.24 in 2002.  This is considerably lower than Newell’s historical average of 7.5  times over the last nine years(Appendix 9).  As Newell increases its debt it increases its chance of defaulting on its debt obligations.  In 2003, the company’s debt-to-worth ratio raised to 1.43 compared with .89 just two years prior (Mergent). This ratio signifies the amount of debt that the company has recently taken and how Newell Rubbermaid is inching closer to financial distress.  If the firm does indeed have financial distress, the expected PV of bankruptcy costs such as court fees, legal fees, administrative costs and further restructuring costs increase.  Generally, bankruptcy costs destroy anywhere from 1-3% of firm wealth.  Other indirect costs of financial distress include loss of confidence, credit, stockholders, best employees, and customers which can cost as much as 20% of firm value (Rich, 16-17).  These costs stemming from Newell’s increasing debt are detrimental to the value of the firm.  

When compared to its industry, Newell’s total debt to total capitalization is much higher as a percentage while having a negative return on equity (2.1%)(Appendix 8).  Firms with high debt to capitalization and low return on equity are taking on a lot of risk and not getting a satisfactory return (Appendix 8).  The personal and household products industry average for the interest coverage ratio is 20.  The S&P 500’s average interest coverage ratio is 11.9 (Appendix 8).  When compared to Newell Rubbermaid’s interest coverage ratio of 1.5 it is easy to see that it is at risk of going into financial distress (Reuters).

Newell Rubbermaid and its CEO, Joseph Galli have realized the seriousness of their debt problems and have begun to take steps towards creating a more stable, productive company.  NWL identified five key objectives for 2004.  One of these objectives was to divest in non-strategic businesses, or businesses with low margin and low potential for growth (10k).  It recently sold the Burnes Picture Frames, Anchor Glass, and Mirro divisions for approximately $310 million (Press Release).  In 2003 these companies had sales of $695 million. The transaction is part of the company's plans to concentrate on leveraging brand strength and product innovation in its core portfolio of businesses.  Other divestitures have included Panex Brazilian cookware in early 2004, and Cosmolab German Picture Frames.  For the last two years NWL estimates that proceeds from all of their divestitures were approximately $875 million (10k, 18).  

We suggest that the firm continue to divest in non-strategic businesses and pay down debt. Although we believe that it should continue in divesting, Newell should negotiate the price at which its businesses are sold in the future. So far, its divesting plan has proceeded faster than investors’ expectations and have diluted and decreased earnings outlooks in the short-run.  We should reiterate that these downsides are completely in the short run; we believe that further divestitures will improve earnings growth and returns on invested capital in the long-run.  Once NWL has completed divesting, it will have a stronger streamlined portfolio of businesses and managers will have more time to build value in profitable company’s returns on invested capital.  Once NWL has exited its low margin product lines and businesses, management will be able to shift all of their focus on growing its remaining streamlined business portfolio (Raymond James).  This should allow NWL to improve its profitability and will raise its stock price in the future.  

Past divestitures, for the most part, have been from the home fashions division (10k, 18).  In 2003 operating income in this division was $54.9 million which was $37.1 million lower than the next closest division, cleaning and organization (Mergent).  Also, sales in several of the smaller home fashions companies have declined in recent years.  This would be a good area to look for potential divestitures. In conclusion, divesting can accomplish two goals.  First, proceeds from divesting can be used to retire debt.  Second, a leaner, more streamlined business will lead to improvements in future profitability.  

Dividends

One of the largest constraints on cash that Newell faces is its annual dividend of .84 cents per share, which equates to a $230.9 million cash outflow for FYE 2003 (thestreet.com).  The Newell organization has a long history of paying dividends. Over time, dividend payments have risen as the company has grown.  In 1988 the dividend was just $.14 per share, but by 2000 the dividend payment had grown to $.84 per share (Mergent).  

Throughout recent years NWL’s retained earnings have continued to deplete due to dividend payments. In 2002 and 2003 retained earnings (Appendix 3) dropped $428.1 million and $227.5 million respectively from previous years compared with an increase of $40.44 million in 2001(thestreet.com).  In spite of this fact, Newell continues to issue dividends and deplete equity.  The company also funds the distributions through external financing; in 2003 the company paid $230.9 million in dividends. The company compensated for the outflow through a $200.1 million infusion of equity capital (Mergent).  According to the Pecking order theory, Newell’s method of financing is costly because firms prefer to finance activities, in this case the payment of dividends, through internal cash.  Equity is considered a last resort because of its high cost relative to internal cash (Rich, 18). When Newell issues these securities the original stockholders claim is diluted; therefore, in effect, Newell has done what Dennis Soter describes as “recycling equity capital” by paying out cash and soon taking it back in the form of a securities offering.  If the company cannot support a dividend with earnings from operations it should not pay one because it is not providing shareholder value by recycling capital (Soter, 239).  Due to these reasons, it is clear that the company is paying too high a dividend.  

Mangers are pressured to continue paying a high dividend because the change of payments creates “signals” of how insiders expect the company to perform in the near future.  In addition, stockholders like the idea of a steady payment they can count on.  But if dividend payments are increasing as a percentage of retained earnings, as they are in the case of Newell Rubbermaid, the company will be forced to find alternative sources of cash, such as debt and equity issues. As a result, the value of the original stockholder’s claim will fall by the amount issued (Rich).  

Historically, announcements of dividend cuts have been followed by stock price declines. Indeed, some shareholders would sell the stock if the dividend yield falls, but at the same time investors looking for long term capital gains will see the low stock price as an opportunity to purchase more shares.  Managers usually continue to pay high dividends because they believe in what is known as the “clientele theory.” This theory suggests that managers should keep paying dividends because the change causes stockholders to switch stock which involves brokerage costs, and possibly capital gains taxes.  Therefore, cutting dividends does not maximize shareholder value.  Dennis Soter believes that because Newell operates in a well-functioning capital market, it should be indifferent to the identity of the shareholder and focus on the most desirable financial structure for the company (Soter, 242). 

In addition to these internal reasons, when compared to the Personal and Household Products industry, NWL’s dividends prove to be excessive.  At fiscal year end 2003, Newell Rubbermaid’s dividend yield was 3.5%.  In that same year, the industry average dividend yield was 1.7% and the S&P dividend yield was 2.1% (Reuters) (Appendix 7).  It is obvious that Newell’s dividend payout is above averages and should be drastically reduced to that of the industry, if not more.  In Newell Rubbermaid’s current restructuring period, it should not pay a larger dividend than its industry.

Do to these findings, we propose that Newell Rubbermaid cut its dividends and use transferable put rights to repurchase stock with a portion of the free cash.  The reminder of the freed cash should be used to fund the company’s strategic initiatives. The company should use transferable put rights instead of a tender offer to eliminate the wealth redistribution and oversubscription problems (Rich).  We predict that the initial announcement of the dividend cut will cause the stock price to fall due to “signaling theory.”  On the other hand, the simultaneous announcement of a stock repurchase will help to stabilize the price (Soter, 245).

Specifically, we propose that Newell Rubbermaid cut the dividend by 35% to .54 cents per share.  This increase the company’s cash position by $82.4 million.  A cut of this size will translate into a 2.2% divided yield considering its current market price of $24.10.  This ratio is calculated by dividing the current dividend-per-share by the most recent market price of $24.10 (Yahoo Finance). This ratio is substantially higher than the industry average of 1.5% and about equal to some of its largest competitors (Mergent).  For instance, Avery Dennison, a large competitor to the office products division, has a dividend yield of 2.5% (Valueline).  Of course, this ratio is subject to variability due to its correlation with the stock price; we expect the yield will deflate slightly due to price increases after the investors realize that Newell is not in distress but in fact in a period of financial restructuring.

Of the $247.2 million saved over the next three years, Newell should repurchase approximately 8 million shares for a 10% premium over the next three years.  This should equate to a cost of $212.08 million and a leaving a remaining contribution of $30.12 million towards meeting strategic initiatives.   

The repurchase of stock will help in four ways. First, stock repurchases increase shareholder value because of the inherit tax benefit.  Dividends are paid with after tax earnings whereas taxes on capital gains are deferred until realized (Rich).  Second, stockholders will benefit from the decreased flotation costs and the elimination of per share value dilution caused by the issuance of dividends.  Third, stockholders will benefit from the decrease in the amount of shares outstanding and therefore a higher value per share.  Last, the dividend cut will facilitate a transformation of the firm’s capital structure that will give it more financial flexibility which will enable Newell to capitalize on positive net present value projects that it would normally pass up.

One firm who has benefited from the cut of dividends and repurchase of stock is Florida Power and Light (FPL).  FPL’s situation was much the same as Newell’s current situation, in that it was going through a period of critical financial restructuring.  At the initial offering, FPL’s stock reacted as we predict Newell’s stock will react, by initially dropping.  In FPL’s case it dropped nearly 14%.  This drop was, also partially offset by the simultaneous repurchase of stock. But in only one month the stock closed at $32.17, .30 cents higher than the company’s pre-announcement price.  Just one year after the announcement, the stock had outperformed the market by 12.6 percentage points (Soter 236).  These happenings are not altogether irregular.  According to Dennis Soter, “boards of directors are increasingly deciding that stock buybacks are a more effective means than dividends of committing management to distribute excess cash to stockholders (Soter, 237).”  Ultimately, the conclusion drawn is that the dividend cut and stock repurchase will benefit NWL in the long run through capital gains growth and will in fact help ensure future dividend stability.  

 The additional $82.4 million of cash saved by the dividend cut should be added to retained earnings and reinvested into the company to promote internal growth.  Also, the added financial flexibility brought about by freed cash will enable Newell to improve operations through things like further research and development and give it the option to take positive net present value projects instead of distributing wealth.

The excess $30.12 million cash not used to repurchase stock should be added to retained earnings and reinvested into the company to promote internal growth.  Namely, we believe that Newell should dedicate the cash to improving operations through further research and development.  Last year the company spent $124.6 million on research and development and we believe that increasing this amount will help reach the companies strategic initiative of developing new innovative products (10-k, 10).
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Appendix 1

Overview

Newell Rubbermaid Inc. offers a variety of home consumer products through five business divisions. Cleaning and Organization, Office Products, Home Fashions,  Tools and Hardware, and Other Miscellaneous products.  Several brands in the Cleaning and Organization division are Rubbermaid, Brute, Roughneck, and Takealongs; Office Products:  Sanford, Sharpie, Paper Mate, Parker, and Waterman; Home Fashions:  Levolor, Newell, and Kirsch; Tools and Hardware:  Irwin, Vise-Grip, Marathon, Twill, and Lenox;  Other:  Little Tikes, Graco, and Calphalon (10-k, 2-5).  These are not all of the brands but rather a fraction.  Newell Rubbermaid currently has 22,632 stockholders and 274.8 million shares of common stock outstanding.  The company owns or leases 123 pieces of real property in over twenty different countries (10-k, 10-13).

Where Newell Rubbermaid Gets and Sells its Products

Newell Rubbermaid has put a large emphasis on the importance of their suppliers.  One way in which the company is able to cut costs is by keeping their suppliers competitive and setting regulations that the supplier must abide by.  This list of requirements is called the Focus 5.  The supplier must prove productivity gains of 5% every year.  This helps the supplier stay creative and focused by bettering both themselves and their customers.  Newell also requires that suppliers offer advantaged payment terms of 2% 60 net 90 days.  This practice will allow Newell to receive discounts of 2% when payments are quickly received, i.e. within 60 days.  Newell is committed to its suppliers in that they are willing to work with them to increase quality using Newell’s Six Sigma initiative, one that Jack Welch and GE have seen great quality improvements.  The suppliers are required to cut lead time to 14 days or less.  Customers of Newell demand on-time delivery of goods, so Newell demands that suppliers be able to meet delivery dates within a window of 2 days.  Once a company agrees to the Focus 5 and becomes a supplier Newell has introduced a Supplier Performance Scorecard where a supplier gets feedback on how well they are performing in the eyes of their customer.  The areas that will be graded are in quality, productivity, service levels, and responsiveness (Newellco.com).  


Newell must keep good relations with their customers as well.  Even though Newell is a large global company their US markets consist largely of only eight retail companies.  The largest amount of sales revenue comes from Wal-Mart.  Numbers in 2001 showed that 1 billion in sales came from Wal-Mart alone.  Sales were also concentrated in the following retail distributors: Home Depot, Lowes, Menards, Kohls, Costco, Bed Bath & Beyond, and Target.  In 2002, total sales revenue was $7,453.9 million while $2,200 million can be attributed to these specific companies (including Wal-Mart) (Raymond James).  In order to preserve these relations Newell has developed the Strategic Account Management Program.  These accounts are separate sales organizations that will more effectively manage relationships with the largest strategic accounts like Wal-Mart, Home Depot, and Lowes.  This technique allows managers at these stores to deal face to face and develop personal relationships.


From their suppliers to their customers Newell has committed itself to creating and producing innovative new products to the marketplace.  Newell hopes to become, “… a ‘new product machine’ that will enhance the brand image and help secure additional store listings.” (10K, 7-8).

Industry – Personal and Household Products

Newell Rubbermaid currently ranks tenth among its competitors when comparing market capitalization.  Unfortunately, the other companies that rank above Newell include: Proctor & Gamble Co., Gillette Company, Colgate-Palmolive Company, Avon Products, Mitsui & Co., Clorox Company, Estee Lauder Co., and McKesson.  These companies are large blue chip companies that have established themselves in the consumer markets with strong brand loyalties between customer/company.  On the other hand, some of the small and mid-caps in the industry have been downgraded to timeliness (a Value Line rank) due to disappointing sale results and the rising operating expenses.(Valueline)  The entrance of private labels and inner-industry competition has constrained sales growth forcing companies to increase their advertising and marketing promotions.  It is in this situation that researches believe the true rewards to large name brands and brand loyalty will help to sustain profitable operations (Valueline).  Cost cutting initiatives have led to active acquisitions and divestitures in an attempt for companies to create efficient synergies to utilize core competencies.  Historically Newell had been actively seeking and acquiring companies that were proving to increase profit margins.  According to Todd Wulfson of the Contrary Investor, “Someone even coined the term ‘newelized’ as a verb describing the act of making a successful acquisition and integration.”(Wulfson)  Since the Rubbermaid acquisition in 1999, the trend for Newell has been to divest non-strategic assets.  As for the industry, expect to see a continuing of strategic acquisitions since the company that can capitalize on economies of scale, synergies, and other reduced costs will be better positioned for improved profit margins.  

Appendix 2

                      Consolidated Statements of Operations 

Year Ended December 31,                                               2003      2002      2001 

(In millions, except per share data) 

                                                                 --------- --------- --------- 

Net sales                                                        $ 7,750.0 $ 7,453.9 $ 6,909.3 

Cost of products sold                                              5,682.8   5,394.2   5,046.6 

                                                                 --------- --------- --------- 

Gross margin                                                       2,067.2   2,059.7   1,862.7 

Selling, general and administrative expenses                       1,352.9   1,307.3   1,168.2 

Impairment charge                                                    289.4        --        -- 

Restructuring costs                                                  245.0     122.7      66.7 

Goodwill amortization                                                   --        --      56.9 

                                                                 --------- --------- --------- 

Operating income                                                     179.9     629.7     570.9 

Nonoperating expenses: 

Interest expense                                                     140.1     137.3     137.5 

Other, net                                                            19.7      23.9      17.5 

                                                                 --------- --------- --------- 

Net nonoperating expenses                                            159.8     161.2     155.0 

                                                                 --------- --------- --------- 

Income before income taxes and cumulative effect of accounting        20.1     468.5     415.9 

change 

Income taxes                                                          66.7     157.0     151.3 

                                                                 --------- --------- --------- 

(Loss)/income before cumulative effect of accounting change         (46.6)     311.5     264.6 

Cumulative effect of accounting change, net of tax                      --   (514.9)        -- 

                                                                 --------- --------- --------- 

Net (loss)/income                                                 $ (46.6) $ (203.4)   $ 264.6 

                                                                 --------- --------- --------- 

Weighted average shares outstanding: 

Basic                                                                274.1     267.1     266.7 

Diluted                                                              274.1     268.0     267.0 

(Loss)/earnings per share: 

Basic 

Before cumulative effect of accounting change                     $ (0.17)    $ 1.17    $ 0.99 

Cumulative effect of accounting change                                  --    (1.93)        -- 

                                                                 --------- --------- --------- 

Net (loss)/income per common share                                $ (0.17)  $ (0.76)    $ 0.99 

                                                                 --------- --------- --------- 

Diluted 

Before cumulative effect of accounting change                     $ (0.17)    $ 1.16    $ 0.99 

Cumulative effect of accounting change                                  --    (1.92)        -- 

                                                                 --------- --------- --------- 

Net (loss)/income per common share                                $ (0.17)  $ (0.76)    $ 0.99 

                                                                 --------- --------- --------- 

Dividends per share                                                 $ 0.84    $ 0.84    $ 0.84 

See Footnotes to Consolidated Financial Statements. 
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                          Consolidated Balance Sheets 

December 31,                                    2003      2002 

                                           --------- --------- 

(In millions) 

Assets 

Current Assets: 

Cash and cash equivalents                    $ 144.4    $ 55.1 

Accounts receivable, net                     1,442.6   1,377.7 

Inventories, net                             1,066.3   1,196.2 

Deferred income taxes                          152.7     213.5 

Prepaid expenses and other                     194.2     237.5 

                                           --------- --------- 

Total Current Assets                         3,000.2   3,080.0 

Other long-term investments                     15.5      15.5 

Other assets                                   196.2     286.7 

Property, plant and equipment, net           1,761.1   1,812.8 

Goodwill, net                                1,989.0   1,847.3 

Deferred income taxes                           68.1        -- 

Intangible assets, net                         450.6     362.1 

                                           --------- --------- 

Total Assets                               $ 7,480.7 $ 7,404.4 

                                           --------- --------- 

Liabilities and Stockholders' Equity 

Current Liabilities: 

Notes payable                                 $ 21.9    $ 25.2 

Accounts payable                               777.4     686.6 

Accrued compensation                           131.1     153.5 

Other accrued liabilities                      996.3   1,165.4 

Income taxes                                    81.8     159.7 

Current portion of long-term debt               13.5     424.0 

                                           --------- --------- 

Total Current Liabilities                    2,022.0   2,614.4 

Long-term debt                               2,868.6   2,372.1 

Other noncurrent liabilities                   572.1     348.4 

Deferred income taxes                             --       4.7 

Minority interest                                1.7       1.3 

Stockholders' Equity: 

Common stock, authorized shares,               290.1     283.1 

800.0 million at $1.00 par value; 

Outstanding shares: 

2003 - 290.1 million 

2002 - 283.1 million 

Treasury stock, at cost;                     (411.6)   (409.9) 

Shares held: 

2003 - 15.7 million 

2002 - 15.7 million 

Additional paid-in capital                     439.9     237.3 

Retained earnings                            1,865.7   2,143.2 

Accumulated other comprehensive loss         (167.8)   (190.2) 

                                           --------- --------- 

Total Stockholders' Equity                   2,016.3   2,063.5 

                                           --------- --------- 

Total Liabilities and Stockholders' Equity $ 7,480.7 $ 7,404.4 

                                           --------- --------- 

See Footnotes to Consolidated Financial Statements. 
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                      Consolidated Statements of Cash Flows 

Year Ended December 31,                                     2003      2002      2001 

(In millions) 

                                                       --------- --------- --------- 

Operating Activities 

Net (loss)/income                                       $ (46.6) $ (203.4)   $ 264.6 

Adjustments to reconcile net (loss)/income to net cash 

provided by operating activities: 

Depreciation and amortization                              278.2     280.7     328.8 

Cumulative effect of change in accounting principle           --     514.9        -- 

Noncash restructuring charges                              138.3      74.9      36.9 

Deferred income taxes                                     (11.5)      48.3      25.5 

Loss on sale of businesses                                  29.7        --        -- 

Noncash impairment charges                                 289.4        --        -- 

Other                                                       26.1       9.8      17.2 

Changes in current accounts excluding the effects of 

acquisitions: 

Accounts receivable                                         33.4       2.8   (104.8) 

Inventories                                                179.4      12.9     128.6 

Other current assets                                        32.8    (42.1)     (6.8) 

Accounts payable                                            62.0     136.0     149.3 

Accrued liabilities and other                            (238.0)      34.1      26.1 

                                                       --------- --------- --------- 

Net Cash Provided by Operating Activities                $ 773.2   $ 868.9   $ 865.4 

Investing Activities 

Acquisitions, net of cash acquired                     $ (460.0) $ (242.2) $ (107.5) 

Expenditures for property, plant and equipment           (300.0)   (252.1)   (249.8) 

Sale of business, net of taxes paid                         10.2        --      15.4 

Sales of marketable securities, net of taxes paid             --        --       7.8 

Disposals of noncurrent assets and other                    33.7       7.8      30.5 

                                                       --------- --------- --------- 

Net Cash Used in Investing Activities                  $ (716.1) $ (486.5) $ (303.6) 

Financing Activities 

Proceeds from issuance of debt                         $ 1,044.0   $ 772.0   $ 464.2 

Proceeds for issuance of stock                             200.1        --        -- 

Payments on notes payable and long-term debt             (989.6)   (901.5)   (819.0) 

Cash dividends                                           (230.9)   (224.4)   (224.0) 

Proceeds from exercised stock options and other              7.8      19.0       2.9 

                                                       --------- --------- --------- 

Net Cash Provided by/(Used in) Financing Activities       $ 31.4 $ (334.9) $ (575.9) 

Exchange rate effect on cash                                 0.8       0.8     (1.6) 

                                                       --------- --------- --------- 

Increase (Decrease) in Cash and Cash Equivalents            89.3      48.3    (15.7) 

Cash and Cash Equivalents at Beginning of Year              55.1       6.8      22.5 

                                                       --------- --------- --------- 

Cash and Cash Equivalents at End of Year                 $ 144.4    $ 55.1     $ 6.8 

                                                       --------- --------- --------- 

Supplemental cash flow disclosures - cash paid during 

the year for: 

Income taxes, net of refunds                              $ 63.5    $ 90.0    $ 69.8 

Interest                                                   136.8     123.1     118.3 

See Footnotes to Consolidated Financial Statements. 
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Appendix 5
Consolidated Statements of Stockholders' Equity and Comprehensive (Loss)/Income 

                                                      Accumulated 

                                    Add'l                Other         Total 

                 Common  Treasury  Paid-In Retained  Comprehensive Stockholders' 

(In millions,     Stock    Stock   Capital Earnings  (Loss)/Income    Equity 

except per share 

data) 

---------------  ------- --------- ------- --------- ------------- ------------- 

Balance at       $ 282.2 $ (407.5) $ 215.9 $ 2,530.9     $ (172.9)     $ 2,448.6 

December 31, 

2000 

Comprehensive 

income/(loss) 

Net income            --        --      --     264.6            --         264.6 

Foreign currency      --        --      --        --        (41.3)        (41.3) 

translation 

Minimum pension       --        --      --        --         (4.5)         (4.5) 

liability 

adjustment, net 

of ($2.8) 

million tax 

Loss on               --        --      --        --        (14.0)        (14.0) 

derivative 

instruments, net 

of ($7.9) 

million tax 

Unrealized loss       --        --      --        --         (2.1)         (2.1) 

on securities 

available for 

sale, net of 

($1.1) million 

tax 

Reclassification      --        --      --        --           3.2           3.2 

adjustment for 

losses realized 

in net income, 

net of $1.8 

million tax 

                                                                   ------------- 

Total                                                                      205.9 

comprehensive 

income 

                                                                   ------------- 

Cash dividends        --        --      --   (224.0)            --       (224.0) 

on common stock 

($0.84 per 

share) 

Exercise of          0.2     (0.8)     3.7        --            --           3.1 

stock options 

Other                 --     (0.2)     0.2     (0.2)            --         (0.2) 

                 ------- --------- ------- --------- ------------- ------------- 

Balance at       $ 282.4 $ (408.5) $ 219.8 $ 2,571.3     $ (231.6)     $ 2,433.4 

December 31, 

2001 

                 ------- --------- ------- --------- ------------- ------------- 

See Footnotes to Consolidated Financial Statements. 
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Appendix 5 (contd)
Consolidated Statements of Stockholders' Equity and Comprehensive 

                              (Loss)/Income, cont. 

                                                    Accumulated 

                                  Add'l                Other         Total 

               Common  Treasury  Paid-In Retained  Comprehensive Stockholders' 

(In millions,   Stock    Stock   Capital Earnings  Income (Loss)    Equity 

except per 

share data)    ------- --------- ------- --------- ------------- ------------- 

Balance at     $ 282.4 $ (408.5) $ 219.8 $ 2,571.3     $ (231.6)     $ 2,433.4 

December 31, 

2001 

Comprehensive 

income/(loss) 

Net loss            --        --      --   (203.4)            --       (203.4) 

Foreign             --        --      --        --          98.0          98.0 

currency 

translation 

Minimum             --        --      --        --        (71.0)        (71.0) 

pension 

liability 

adjustment, 

net of ($43.5) 

million tax 

Gain on             --        --      --        --          14.4          14.4 

derivative 

instruments, 

net of ($8.8) 

million tax 

                                                                 ------------- 

Total                                                                  (162.0) 

comprehensive 

(loss) 

                                                                 ------------- 

Cash dividends      --        --      --   (224.4)            --       (224.4) 

on common 

stock ($0.84 

per share) 

Exercise of        0.7     (1.4)    17.1        --            --          16.4 

stock options 

Other               --        --     0.4     (0.3)            --           0.1 

               ------- --------- ------- --------- ------------- ------------- 

Balance at     $ 283.1 $ (409.9) $ 237.3 $ 2,143.2     $ (190.2)     $ 2,063.5 

December 31, 

2002 

               ------- --------- ------- --------- ------------- ------------- 

Comprehensive 

income/(loss) 

Net loss            --        --      --    (46.6)            --        (46.6) 

Foreign             --        --      --        --         130.7         130.7 

currency 

translation 

Minimum             --        --      --        --       (114.5)       (114.5) 

pension 

liability 

adjustment, 

net of ($55.5) 

million tax 

Gain on             --        --      --        --           6.2           6.2 

derivative 

instruments, 

net of ($3.8) 

million tax 

                                                                 ------------- 

Total                                                                   (24.2) 

comprehensive 

loss 

                                                                 ------------- 

Cash dividends      --        --      --   (230.9)            --       (230.9) 

on common 

stock ($0.84 

per share) 

Exercise of        0.3     (1.8)     7.7        --            --           6.2 

stock options 

Issuance of        6.7        --   193.4        --            --         200.1 

stock 

Other               --       0.1     1.5        --            --           1.6 

               ------- --------- ------- --------- ------------- ------------- 

Balance at     $ 290.1 $ (411.6) $ 439.9 $ 1,865.7     $ (167.8)     $ 2,016.3 

December 31, 

2003 

               ------- --------- ------- --------- -------------
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Appendix 9

	Profitability Ratios
	12/31/03
	12/31/02
	12/31/01
	12/31/00
	12/31/19
	12/31/98
	12/31/97
	12/31/96
	12/31/1995
	12/31/1994

	
	
	
	
	
	
	
	
	
	
	

	Return on Equity
	-2.31
	15.1
	10.88
	17.22
	3.54
	19.88
	16.5
	17.02
	17.01
	17.18

	Return on Assets
	-0.62
	4.22
	3.64
	5.81
	1.42
	9.15
	7.36
	8.54
	7.59
	7.86

	Return on Investment
	-1.48
	14.56
	16.07
	16.23
	5.49
	38.5
	30.79
	30.87
	24.18
	34.5

	Operating Margin
	2.32
	8.45
	8.26
	11.99
	5.36
	14.36
	17.67
	16.91
	16.79
	17.25

	Effective Tax Rate
	331.84
	33.51
	36.36
	38.5
	58.67
	42.16
	39.6
	39.6
	40
	40.61

	
	
	
	
	
	
	
	
	
	
	

	Liquidity Indicators
	12/31/2003
	12/31/2002
	12/31/2001
	12/31/2000
	12/31/1999
	12/31/1998
	12/31/1997
	12/31/1996
	12/31/1995
	12/31/1994

	
	
	
	
	
	
	
	
	
	
	

	Quick Ratio
	0.86
	0.63
	0.61
	0.93
	0.94
	0.97
	1.04
	0.83
	0.82
	0.56

	Current Ratio
	1.48
	1.18
	1.13
	1.87
	1.68
	1.94
	2.08
	1.74
	1.66
	1.17

	Working Capital/Total Assets
	0.13
	0.06
	0.04
	0.19
	0.16
	0.18
	0.18
	0.16
	0.15
	0.05

	
	
	
	
	
	
	
	
	
	
	

	Debt Management
	12/31/2003
	12/31/2002
	12/31/2001
	12/31/2000
	12/31/1999
	12/31/1998
	12/31/1997
	12/31/1996
	12/31/1995
	12/31/1994

	
	
	
	
	
	
	
	
	
	
	

	Current Liabilities/Equity
	1
	1.27
	1.04
	0.63
	0.6
	0.41
	0.38
	0.42
	0.52
	0.69

	Total Debt to Equity
	1.43
	1.11
	0.89
	1.03
	0.6
	0.44
	0.45
	0.47
	0.63
	0.45

	Long Term Debt to Assets
	0.38
	0.25
	0.19
	0.32
	0.22
	0.2
	0.2
	0.22
	0.26
	0.16

	
	
	
	
	
	
	
	
	
	
	

	Asset Management
	12/31/2003
	12/31/2002
	12/31/2001
	12/31/2000
	12/31/1999
	12/31/1998
	12/31/1997
	12/31/1996
	12/31/1995
	12/31/1994

	
	
	
	
	
	
	
	
	
	
	

	Revenues/Total Assets
	1.04
	1.01
	0.95
	0.95
	0.95
	0.86
	0.82
	0.96
	0.85
	0.83

	Revenues/Working Capital
	7.92
	16.01
	21.81
	5.15
	5.78
	4.83
	4.51
	6.1
	5.53
	15.52

	Interest Coverage
	1.14
	5.24
	4.03
	6.27
	3.31
	12.34
	7.53
	8.45
	8.44
	11.99
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