Appendix 1

Overview


Newell Rubbermaid Inc. is a full service marketer of name-brand consumer products serving the needs of volume purchasers.  The global manufacturer serves the needs of discount stores, warehouse clubs, home centers and hardware stores, and office superstores and contract stationers.  Newell Rubbermaid includes four business divisions:  Rubbermaid, Sharpie, Irwin, and Calphalon Home.  They have also divided the firm into five segments including cleaning and organization, office products, home fashion, tool and hardware and other.


The Rubbermaid business is conducted by numerous divisions including:  Rubbermaid Home Products, Rubbermaid Commercial Products, Rubbermaid Europe, Little Tikes, and Graco divisions.  Products in this segment include storage, cleaning products, and indoor and outdoor organization.  The division also produces juvenile products such as toys, high chairs, and car seats as well as items in the waste and recycling industries.


Sharpie is conducted by Sanford North America, Sanford International, Eldon Office Products, Goody, and Cosmolab.  This division’s products include dry erase markers, ink pens, computer accessories, storage products, and hair care accessories.


The Irwin business is operated by Levolor/Kirsch, Home Décor Europe, and American Power Tool Accessories.  The American Tool branch also has branches in Europe and Latin America.  Products within this division include cellular and roller shades, cabinet hardware, and hand tool and power tool accessories among other things.


The Calphalon Home branch is run by numerous divisions including Calphalon and Panex cookware and bake ware.  Aluminum and stainless steel cookware and bake ware as well as glass lamp parts and appliance covers are a few of the products made in this branch.


Newell Rubbermaid which has 47,000 full-time employees is headquartered in Freeport, Illinois, but the corporation is currently trying to move their new divisions and acquisitions to Atlanta, Georgia.  The company plans on relocating their global corporate headquarters as well as their training center to Atlanta as well.  Occupancy in Atlanta is expected to begin in the later half of 2004.  At first, the new facility will allow space to bring together about 60 senior executives and support staff that are currently located throughout the country.  The site will have the ability to expand and house additional corporate staffing in the future.   In 2004, the number of full-time employees will drop as Newell Rubbermaid closes its flagship Home Organization Products Plant.  The plant will be closed in an effort to reorganize product lines and focus on higher-margin goods.  Newell Rubbermaid announced in March 2004 that it is selling three of its businesses which is consistent with its strategy to divest non-strategic businesses.


Newell Rubbermaid, which is located in the household nondurables industry, competes with numerous firms including:  Tupperware Corp., Dial Corp., Gillette Co., and Proctor and Gamble Co.  
This industry faces difficulty in achieving significant sales gains.   Household formations in developed nations as well as low population growth rates make it more difficult for consumer product manufacturers to make large strides in sales.  As a result, these companies are making attempts to stimulate sales in various ways.  The new efforts include entering new markets, creating new product categories, and adding new distribution channels as well as acquiring and divesting businesses.  These efforts will lead to more consolidation in the household nondurables industry.


Lower profits in 2004 due to ongoing business divestitures will likely be faced by Newell Rubbermaid.  While the divestitures continue, there will be a negative impact on the top and bottom lines; but analysts predict that these divestitures will have a positive effect on share earnings in time.  The latest sale of three businesses marks the near completion of planned divestitures so it is expected that earnings recovery will begin in 2005.  Management’s initiative to exit low-end product lines and enter higher-margin products will support an increase in earnings.  These steps should lead to a steady, long-term improvement trend which will lead to a worthwhile investment in the future. 

Appendix 2
10-k Annual Report Pg 21
Segment                                    Description of Products 

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

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

Office Products          Ballpoint/roller ball pens, markers, highlighters,

     Pencils,office products,rt supplies 

Home Fashions            Drapery houseware, window treatments, frames 

Tools & Hardware        Hand tools, power tool accessories, manual paint

    Applicators, cabinet hardware, propane torches 

Other                   Operating segments that do not meet aggregation

    criteria,
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Goodwill and Trade Names: Effective January 1, 2002, the Company adopted 

Statement of Financial Accounting Standards ("SFAS") No. 142, "Goodwill and 

Other Intangible Assets." Under SFAS No. 142, goodwill and intangible assets 

deemed to have indefinite lives will no longer be amortized, but are subject to 

periodic impairment tests. Other intangible assets continue to be amortized 

over their useful lives.  

Pursuant to the adoption of SFAS No. 142, all amortization expense on trade 

names and goodwill ceased on January 1, 2002. The Company recognized goodwill 

amortization of $56.9 million in 2001. Net income for the year ended December 

31, 2001, excluding goodwill amortization, would have been $318.1 million, 

while basic and diluted EPS would have been $1.19 per share.  

The Company conducts its annual test of impairment for goodwill and indefinite 

life intangible assets in the third quarter. The Company also tests for 

impairment if events or circumstances occur subsequent to the Company's annual 

impairment tests that would more likely than not reduce the fair value of a 

reporting unit below its carrying amount. The Company cannot predict the 

occurrence of certain events that might adversely affect the reported value of 

goodwill. Such events may include, but are not limited to, strategic decisions 

made in response to economic and competitive conditions, the impact of the 

economic environment on the Company's customer base, or a material negative 

change in its relationships with significant customers.  

As of January 1, 2002, the Company performed the required impairment tests of 

goodwill and indefinite lived intangible assets and recorded a pre-tax goodwill 

impairment charge of $538.0 million in the first quarter of 2002 (with an 

after-tax charge totaling $514.9 million). In determining this amount of 

goodwill impairment, the Company measured the impairment loss as the excess of 

the carrying amount of goodwill (which included the carrying amount of 

trademarks) over the implied fair value of goodwill (which excluded the fair 

value of identifiable trademarks).  
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Consolidated Financial Statements of the Company included elsewhere 

in this report and the schedules thereto. 

                        2003(1)  2002 (1)   2001(1)     2000          1999 

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

STATEMENTS OF 

OPERATIONS DATA 

Net sales             $ 7,750.0 $ 7,453.9 $ 6,909.3 $ 6,934.7     $ 6,711.8 

Cost of products sold   5,682.8   5,394.2   5,046.6   5,108.7       4,975.4 

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

Gross margin            2,067.2   2,059.7   1,862.7   1,826.0       1,736.4 

Selling, general and    1,352.9   1,307.3   1,168.2     899.4       1,104.5 

administrative 

expenses 

Impairment charge         289.4        --        --        --            -- 

Restructuring costs       245.0     122.7      66.7      43.0 (2)     241.6 (3) 

Goodwill amortization        --        --      56.9      51.9          46.7 

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

Operating income          179.9     629.7     570.9     831.7         343.6 

Nonoperating 

expenses: 

Interest expense          140.1     137.3     137.5     130.0         100.0 

Other, net                 19.7      23.9      17.5      16.2          12.7 

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

Net nonoperating          159.8     161.2     155.0     146.2         112.7 

expenses 

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

Income before income       20.1     468.5     415.9     685.5         230.9 

taxes and cumulative 

effect of accounting 

change 

Income taxes               66.7     157.0     151.3     263.9         135.5 

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

(Loss)/income before     (46.6)     311.5     264.6     421.6          95.4 

cumulative effect of 

accounting change 

Cumulative effect of         --   (514.9)        --        --            -- 

accounting change, 

net of tax 

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

Net (loss)/income      $ (46.6) $ (203.4)   $ 264.6   $ 421.6        $ 95.4 

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

Weighted average 

shares outstanding: 

Basic                     274.1     267.1     266.7     268.4         281.8 

Diluted                   274.1     268.0     267.0     268.5         282.0 

(Loss)/earnings per 

share before 

cumulative effect of 

accounting change: 

Basic                  $ (0.17)    $ 1.17    $ 0.99    $ 1.57        $ 0.34 

Diluted                $ (0.17)    $ 1.16    $ 0.99    $ 1.57        $ 0.34 

(Loss)/earnings per 

share: 

Basic                  $ (0.17)  $ (0.76)    $ 0.99    $ 1.57        $ 0.34 

Diluted                $ (0.17)  $ (0.76)    $ 0.99    $ 1.57        $ 0.34
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THE BARKER PORTFOLIO 
	
Newell Rubbermaid: Why It'll Bounce Back 

	


How cold is Newell Rubbermaid (NWL )? Let's just say Wall Street is so disgusted with the big housewares maker that in July, the last time CEO Joe Galli talked to analysts, he had to plead: "Maybe give us a little credibility." Sorry, Joe. The stock sank 17% that day and 10% more after Galli canceled an October meeting set to wow analysts with new products and the business outlook.

This is why the next time a pair of CEOs predict a merger of their companies will create synergies, you should tell them to stuff it in a 32-gallon Rubbermaid trash can. In the 10 years before the Rubbermaid deal, Newell's shareholders had grown used to annual average total returns of nearly 23% -- four percentage points ahead of the Standard & Poor's (MHP ) 500-stock index. In 1998, when Newell agreed to buy Rubbermaid with $5.8 billion worth of its stock, the two companies enjoyed a total stock market value of $12 billion. Today, at $22 a share, Newell Rubbermaid brings about half of that. 

Investors can't hang this merger from hell on Galli; he came in as CEO from Amazon.com (AMZN ) in 2001. And, even if Newell Rubbermaid has been guilty during his tenure of promising the Street too much, too fast -- in July, he lowered earnings guidance for 2003 -- the company is on a sounder footing than recent action in its stock implies. I can't give you odds on whether Galli will survive the current crisis -- and he isn't talking. But as I see it, if he does survive it'll be because the company shows solid progress and the stock recovers. If he doesn't, the stock will rally on hope of better management.

UNDERLYING THE TURMOIL is a steadily profitable, if slow-growing, maker of a gazillion everyday things: Rubbermaid containers, of course, plus Little Tikes toys, Sharpie, Parker, and Waterman pens, Calphalon cookware, and Levolor blinds. In the 12 months ended June, these products and more brought $262 million in net profit on revenue of $7.7 billion. Operating cash flow came to $711 million.

A nagging problem, however, is where all that cash flows next. Of the $711 million, $339 million went to capital projects. Of that, Rubbermaid consumed the greatest share among the company's four segments. Yet Rubbermaid in 2002 contributed just 35% of sales and even less of the company's operating profit. No one doubts that Newell wildly overpaid for Rubbermaid. The persistent question is whether it's continuing to overpay by plowing so much fresh cash back into Rubbermaid's new-product programs and productivity initiatives. Results in the first half ended June 30, when Rubbermaid sales grew just 1.4% and operating income actually fell 5%, suggest the answer is yes.

So why do I see opportunity in Newell Rubbermaid? Because whether it's Galli or another executive who does it, squeezing greater returns for shareholders out of a long-established company with familiar brands, strong operating cash flows, and a manageable balance sheet -- total debt is about half of capital -- is a far less daunting endeavor than, say, inventing and selling the next-generation cell phone. The dough, in other words, is already coming in the door, and investors now are getting annual dividends of 84 cents a share. That's a 3.8% yield on a $22 stock that trades for 0.8 times sales and 13 times the Street's most bearish estimate of next year's earnings. Get 'em while they're cold. 

By Robert Barker




Copyright 2000-2004, by The McGraw-Hill Companies Inc. All rights reserved.
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NET SALES BY BUSINESS SEGMENT

The following table sets forth the amounts and percentages of the Company's net 

sales for the three years ended December 31, (in millions, except percentages) 

(including sales of acquired businesses from the time of acquisition and sales 

of divested businesses through date of sale), for the Company's five business 

segments. Sales to Wal*Mart Stores, Inc. and subsidiaries amounted to 

approximately 16%, 15% and 15% of consolidated net sales in each of the years 

ended December 31, 2003, 2002 and 2001. Sales to no other customer exceeded 10% 

of consolidated net sales. For more detailed segment information, including 

operating income and identifiable assets by segment, refer to Footnote 16 to 

                    the Consolidated Financial Statements. 

                                     % of             % of             % of 

                               2003 total       2002 total       2001 total 

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

Cleaning and Organization $ 2,013.7  26.0% $ 1,901.8  25.5% $ 1,819.1  26.3% 

Office Products             1,681.2   21.7   1,684.1   22.6   1,608.8   23.3 

Home Fashions               1,258.7   16.2   1,425.5   19.1   1,435.2   20.8 

Tools and Hardware          1,199.7   15.5     783.0   10.5     432.6    6.3 

Other                       1,596.7   20.6   1,659.5   22.3   1,613.6   23.4 

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

Total Company             $ 7,750.0 100.0% $ 7,453.9 100.0% $ 6,909.3 100.0% 

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

Certain 2002 and 2001 amounts have been reclassified to conform to the 2003 

presentation.  
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Operating Income by Segment were as follows for the year ended December 31, (in 

                                  millions): 

2003 2002 % Change 

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

Cleaning and Organization  $ 92.0 $ 169.0  (45.6)% 

Office Products             309.6   306.1      1.1 

Home Fashions                54.9   113.5   (51.6) 

Tools and Hardware          179.2    79.2    126.3 

Other                       108.9   115.7    (5.9) 

Corporate                  (30.3)  (31.1) 

Impairment charge         (289.4)      -- 

Restructuring costs       (245.0) (122.7) 

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

Total Operating Income    $ 179.9 $ 629.7 

                          ------- ------- 
* margin of incoming operating revenue calculated by taking individual segment value over sum of 5 segment’s incomes.  [EX:  92/(92 + 309.6 + 54.9 + 179.2 + 108.9)]
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The Miami Herald – www.miami.com  April 18, 2004 
Newell Rubbermaid Moves Headquarters to Atlanta, Seeks to Revitalize Business

[image: image1.png]


By Patti Bond, The Atlanta Journal-Constitution Knight Ridder/Tribune Business News

The conglomerate was formed by the 1999 merger of Newell Cos., a home products giant that was addicted to acquisitions, and Rubbermaid, a brand-name giant with a bad case of mismanagement.
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Sec 8-K Filling 3/26/04: 

Including a letter from Joe Galli Jr.

 to shareholders
DEAR FELLOW SHAREHOLDERS, 

THE RIGHT MEASURES 

.......In 2003, we experienced pressure related to increased material 

   cost, elevated competition in low-end product lines and lower 

   production levels that resulted in short-term gross margin 

   contraction.  These short-term pressures, combined with the complexity 

   of our transformation, have extended the time-frame for achieving our 

   financial targets.  Nevertheless, we continue to focus on our Five Key 

   Measures because they drive the right behaviors for the long-term 

   success of this organization...............  

Sincerely, 

   /s/ Joseph Galli 

   Joseph Galli 

   Chief Executive Officer 
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NEWELL RUBBERMAIDNYSE-NWL 23.20 17.2 15.6

19.0 0.90 3.6%

TIMELINESS 5 Lowered 12/19/03

SAFETY 3 New 7/27/90

TECHNICAL 2 Raised 3/26/04

BETA .90 (1.00 = Market)

Newell Rubbermaid will likely post

lower profits in 2004 due to ongoing

business divestitures. As part of the

company’s plan to exit its noncore operating

segments, three more divisions are in

the process of being sold, including nearly

all of its U.S. picture frame business, to

Global Home Products LLC. Newell is expected

to receive gross proceeds of $310

million. This divestiture should have a

negative impact on the top and bottom

lines since all three businesses (Burnes

Picture Frame, Anchor Glass, and Mirro

Cookware) accounted for about $695 million

in sales in 2003, some 9% of the total.

We think that these divestitures will have

a positive effect on share earnings in time.

The latest deal should mark the near completion

of planned divestitures, given that

the consolidated sales of all divisions

determined to be nonstrategic totaled $875

million in the past year.

We expect an earnings recovery beginning

in 2005. The exit out of low-end

product lines, such as the picture frames

business, should eventually boost profits

because it reduces the risk of clearing excess

or obsolete inventories at little or no

margin. Also, this clears space for new,

higher-margin products that are steadily

flowing through the pipeline. Another reason

behind our optimism is the potential

cost savings stemming from the company’s

three-year restructuring plan that began

in 2001. So far, 78 manufacturing and

warehouse facilities have been eliminated

as well as 10,800 jobs. These actions resulted

in $417 million in restructuring

costs, with the final charges expected to be

incurred in the June quarter of 2004.

These steps should lead to some margin

improvement over the long term, primarily

from the greatly reduced employee count.

This untimely stock may be a

worthwhile selection for those with a

3- to 5-year investment horizon.

Divestitures and operational streamlining

are taking a toll on near-term earnings,

but we believe that such costly measures

put the company in better position to bolster

margins, resulting in good long-term

bottom-line growth. NWL shares have

wide capital appreciation potential out to

2007-2009. An above-average dividend

yield should also add some interest.
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EXECUTIVE COMPENSATION

Summary

The following table shows the compensation of the Company’s Chief Executive Officer and each of the other executive officers named in

this section (the “Named Officers”) during 2003 for the fiscal years ended December 31, 2003, 2002 and 2001.

Summary Compensation Table

Long Term

Compensation

Awards

Annual Compensation

Securities

Name and Principal Other Annual Underlying All Other

Position as of Salary Bonus Compensation Options Compensation

December 31, 2003 Year ($) ($) ($)(7) (#) ($)(8)

Joseph Galli, Jr. 2003 $1,166,673 $ 234,501 $201,910 0 $8,000

President and Chief 2002 1,000,038 1,068,341 122,676 200,000 8,000

Executive Officer(1) 2001 981,447 1,000,000 450,000 1,000,000 0

James J. Roberts 2003 $ 618,333 $ 581,666 — 122,200 $8,000

Group President and 2002 467,500 351,887 — 31,800 0

Chief Operating 2001 337,500 168,750 — 96,000 0

Officer(2)

Robert S. Parker 2003 $ 515,333 $ 248,659 — 35,000 $8,000

Group President and 2002 473,333 489,995 — 34,000 8,000

Chief Operating 2001 455,000 448,630 — 28,800 4,500

Officer(3)

J. Patrick Robinson 2003 $ 391,667 $ 59,063 — 30,000 $8,000

Vice President— 2002 341,667 365,002 — 24,800 8,000

Controller and Chief 2001 195,577 100,000 — 51,700 0

Financial Officer(4)

William T. Alldredge 2003 $ 450,000 $ 67,860 — 0 $8,000

President— 2002 450,000 480,735 — 31,800 8,000

Corporate 2001 444,167 95,540 — 28,100 5,250

Development(5)

David A. Klatt, Jr. 2003 $ 468,750 — — 35,000 $5,125

President, New 2002 454,583 $ 333,982 — 31,100 0

Business Ventures 2001 315,000 328,368 — 81,200 0

Sharpie/Calphalon Group(6)

(1) Appointed President and Chief Executive Officer effective January 8, 2001.

(2) Appointed Group President and Chief Operating Officer—Rubbermaid/ Irwin Group effective September 2, 2003. Served as Group

President—Irwin from April 1, 2001 to September 2, 2003.

(3) Appointed Group President and Chief Operating Officer—Sharpie/ Calphalon Group effective September 2, 2003. Served as Group

President—Sharpie from August 1998 to September 2, 2003.

(4) Appointed Vice President—Controller and Chief Financial Officer on June 10, 2003. Served as Controller and Chief Accounting Officer

from May 7, 2001 to June 10, 2003.

(5) Served as President—Corporate Development from January 29, 2001 until his retirement on December 31, 2003. Served as Chief

Financial Officer from January 29, 2001 to June 10, 2003.
