
26

JOHNSONDIVERSEY, INC. CONSOLIDATED BALANCE SHEETS
(Dollars in Thousands, Except Share Data) 

ASSETS January 2, 2004 January 3, 2003

Current assets:
Cash and cash equivalents $ 24,543 $ 59,272 
Accounts receivable, less allowance of $28,089 and $21,099, respectively 618,991 463,743 
Accounts receivable – Related parties 28,965 80,922 
Inventories 263,397 260,983 
Deferred income taxes 20,165 37,743 
Other current assets 97,928 89,681 

Total current assets 1,053,989 992,344 

Property, plant and equipment, net 595,483 561,835 
Capitalized software, net 107,947 79,343 
Goodwill, net 1,224,059 1,132,329 
Other intangibles, net 418,622 387,953 
Deferred income taxes 93,258 37,653 
Long-term receivables – Related parties 87,663 72,475 
Other assets 84,306 119,453 

Total assets $ 3,665,327 $ 3,383,385

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:
Short-term borrowings $ 124,228 $ 68,119 
Current portion of long-term debt 27,812 57,906 
Accounts payable 298,202 218,147 
Accounts payable – Related parties 62,346 110,414 
Accrued expenses 435,774 382,733 

Total current liabilities 948,362 837,319 

Pension and other postretirement benefits 253,787 268,962 
Long-term borrowings 1,338,622 1,348,270 
Long-term payables – Related parties 28,309 11,750 
Other liabilities 101,352 84,051

Total liabilities 2,670,432 2,550,352

Commitments and contingencies (Notes 21 and 25) – –

Stockholders’ equity:
Common stock – $1.00 par value; 200,000 shares authorized; 

24,422 shares issued and outstanding 24 24
Class A 8% cumulative preferred stock – $100.00 par value; 1,000 shares

authorized; no shares issued and outstanding – –
Class B 8% cumulative preferred stock – $100.00 par value; 1,000 shares

authorized; no shares issued and outstanding – –
Capital in excess of par value 736,959 734,568 
Retained earnings 114,198 100,672 
Accumulated other comprehensive income 145,401 1,262 
Notes receivable from officers (1,687) (3,493)

Total stockholders’ equity 994,895 833,033 
Total liabilities and stockholders’ equity $ 3,665,327 $ 3,383,385

The accompanying notes are an integral part of the consolidated financial statements.



JOHNSONDIVERSEY, INC. CONSOLIDATED STATEMENTS OF INCOME
(Dollars in Thousands) 

Fiscal Year Ended Fiscal Six Months Ended Fiscal Year Ended
January 2, 2004 January 3, 2003 December 28, 2001 June 29, 2001

Net sales:
Net product and service sales $ 2,860,964 $ 2,142,109 $ 548,979 $ 1,132,833 
Sales agency fee income 86,808 54,286 – –

2,947,772 2,196,395 548,979 1,132,833 
Cost of sales  1,616,031 1,209,678 276,782 557,434 

Gross profit 1,331,741 986,717 272,197 575,399 
Marketing, administrative and general expenses 1,084,908 801,308 228,445 471,788 
Research and development expenses 75,124 64,363 18,586 38,642 
Restructuring expense 12,919 19,646 – –

Operating profit 158,790 101,400 25,166 64,969 

Other expense (income):
Interest expense 131,372 90,436 7,252 19,251 
Interest income (7,069) (5,940) (307) (993)
Other expense (income), net (9,690) (29,011) 2,141 (2,645)

Income before taxes 44,177 45,915 16,080 49,356 
Provision for income taxes 19,774 16,662 4,908 16,512 

Income before minority interests 24,403 29,253 11,172 32,844 
Minority interests in net income (loss) of subsidiaries 262 (315) 25 237 

Net income $ 24,141 $ 29,568 $ 11,147 $ 32,607

The accompanying notes are an integral part of the consolidated financial statements.
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JOHNSONDIVERSEY, INC. CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(Dollars in Thousands)

Capital Accumulated Other Notes Total
Comprehensive Common Preferred in Excess Retained Comprehensive Receivable Stockholders’

Income Stock Stock of Par Value Earnings Income/(Loss) from Officers Equity

Balance, June 30, 2000 $ 24  $ 50 $ 140,036 $ 66,253 $ 8,240 $ – $ 214,603 
Comprehensive income–

Net income  $ 32,607 – – – 32,607 – – 32,607 
Foreign currency translation adjustments  (5,762) –  – – – (5,762)  –   (5,762)
Unrealized losses on derivatives, net of tax  (2,013)   –   –  –  –  (2,013)  –  (2,013)

7ment to minimum pension liability, net of tax   1,678 –  –  –  –  1,678  –  1,678 
Total comprehensive income   $ 26,510 

Dividends declared     – –  –   (14,576)  –  –    (14,576)

Balance, June 29, 2001  $ 24  $ 50  $ 140,036  $ 84,284 $ 2,143 $ –   $ 226,537 
Comprehensive income–

Net income  $ 11,147  –  –  –  11,147  –  –   11,147 
Foreign currency translation adjustments   (2,512)  –  –  –  –  (2,512)  –   (2,512)
Unrealized gains on derivatives, net of tax     638  –  –  –  –  638  –  638 
Adjustment to minimum pension liability, net of tax  (18,861)  –  –  –  –  (18,861) –    (18,861)

Total comprehensive loss    $ (9,588)

Dividends declared   –  –  –   (7,289)  –  –  (7,289)

Balance, December 28, 2001  $ 24  $ 50 $ 140,036  $ 88,142 $ (18,592)  $   – $ 209,660 
Comprehensive income–

Net income  $ 29,568   –  –  –  29,568  –  –  29,568 
Foreign currency translation adjustments   51,877   –  –  –  –   51,877 –  51,877
Unrealized losses on derivatives, net of tax   (16,138)  –  – – – (16,138)  –  (16,138)
Adjustment to minimum pension liability, net of tax (15,885) – – – –  (15,885)  –  (15,885)

Total comprehensive income    $ 49,422 

Retirement of preferred stock   – (50)  –  –  –  – (50)
Capital contributions   –  –   587,682  –  – –  587,682
Dividends declared  – –  –  (17,038)  –  –  (17,038)
Contribution of notes receivable from officers   –  –   6,850 –  –   (6,850)  –
Forgiveness of portion of notes receivable from officers  –  –  –  –  –  3,357 3,357

Balance, January 3, 2003  $ 24  $ – $ 734,568 $100,672 $1,262 $ (3,493) $ 833,033

Comprehensive income–
Net income  $ 24,141   –  –  –  24,141 –  –  24,141 
Foreign currency translation adjustments   145,049   –  –  –  – 145,049 –   145,049 
Unrealized gains on derivatives, net of tax     2,285   –  –  –  –   2,285   –   2,285 
Adjustment to minimum pension liability, net of tax   (3,195) –  –  –  –  (3,195)  –   (3,195)

Total comprehensive income   $168,280 
Capital contributions  –  –    2,391  –  –  –   2,391 
Dividends declared   – –  –   (10,615)  –  – (10,615)
Principal payment on notes receivable from officers –  –  –  –  –  231      231
Forgiveness of portion of notes receivable from officers –  –  –  –  –  1,575     1,575 

Balance, January 2, 2004  $  24  $   – $ 736,959 $114,198  $ 145,401  $ (1,687)    $ 994,895 

The accompanying notes are an integral part of the consolidated financial statements.
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JOHNSONDIVERSEY, INC. CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in Thousands) 

Fiscal Year Ended Fiscal Six Months Ended Fiscal Year Ended
January 2, 2004 January 3, 2003 December 28, 2001 June 29, 2001

Cash flows from operating activities:
Net income $ 24,141 $ 29,568 $ 11,147 $ 32,607
Adjustments to reconcile net income to net
cash provided by operating activities–

Depreciation and amortization 124,073 86,319 15,176 28,920
Amortization of intangibles 35,390 23,029 2,983 20,829
Amortization of debt issuance costs 13,126 5,951 – –
Interest accrued on long-term 

receivables-related parties (4,365) (1,417) – –
Deferred income taxes (39,656) (11,271) (7,107) (6)
Gain from divestitures (3,372) (11,921) – (2,979)
Loss on property disposals 12,026 11,626 – –
Other 685 (4,696) 1,508 (82)
Changes in operating assets and liabilities, net 
of effects from acquisitions of businesses–

Accounts receivable securitization 59,300 (5,600) –  – 
Accounts receivable 11,461 (28,647) 27,333 28,459
Inventories 24,101 (5,350) (10,244) (1,398)
Other current assets (10,185) (7,752) 2,974 14,077
Other assets 22,347 7,455 (8,223) 5,062
Accounts payable and accrued expenses (20,267) 87,001 (13,291) 5,968
Other liabilities 25,055 56,725 (11,883) 10,131

Net cash provided by operating activities 273,860 231,020 10,373 141,588

Cash flows from investing activities:
Capital expenditures (98,840) (73,982) (15,924) (27,505)
Expenditures for capitalized computer software (36,313) (37,904) (17,005) (34,286)
Cash from property disposals 16,946 20,821 1,866 1,457
Acquisitions of businesses (21,622) (1,377,449) – (138,678)
Proceeds from divestitures 5,041 – – 4,834 

Net cash used in investing activities (134,788) (1,468,514) (31,063) (194,178)

Cash flows from financing activities:
(Repayments of) proceeds from short-term borrowings (53,273) 31,903 24,592 54,317
(Repayments of) proceeds from long-term borrowings (140,639) 1,029,153 – (337)
Capital contributions –  385,782 – –
Retirement of preferred stock – (50) – –
Payment of debt issuance costs – (68,875) – –
Dividends paid (7,878) (17,038) (7,289) (14,576)

Net cash provided by (used in) financing activities (201,790) 1,360,875 17,303 39,404
Effect of exchange rate changes on cash and cash equivalents 27,989 (72,202) (321) 1,380
Change in cash and cash equivalents (34,729) 51,179 (3,708) (11,806)
Beginning balance 59,272 8,093 11,801 23,607
Ending balance $ 24,543 $ 59,272 $ 8,093 $ 11,801

Supplemental cash flows information
Cash paid during the year:

Interest $103,833 $ 69,500 $ 7,227 $ 18,140
Income taxes 12,833 32,515 457 16,530 

Noncash investing and financing activities
Contribution of operations acquired by 
JohnsonDiversey Holdings, Inc. $ – $ 201,900 $ – $ –

The accompanying notes are an integral part of the consolidated financial statements.
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JOHNSONDIVERSEY, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
January 2, 2004
(Dollars in Thousands)

(1) DESCRIPTION OF THE COMPANY
The accompanying consolidated financial statements include all of the operations, assets and liabilities of
JohnsonDiversey, Inc. (formerly S.C. Johnson Commercial Markets, Inc.) (the “Company”). The Company is 
comprised of a Professional Business and a Polymer Business. The Professional Business is a global manufacturer
of commercial, industrial and institutional building maintenance and sanitation products. The Polymer Business is
a global manufacturer of polymer intermediates marketed to the printing and packaging, coatings, adhesives and
related industries.

Prior to November 5, 1999, the Company was a wholly owned subsidiary of S.C. Johnson & Son, Inc.
(“SCJ”). On November 5, 1999, ownership of the Company, including all of its assets and liabilities, was spun-off
in a tax-free reorganization. In connection with the spin-off, Commercial Markets Holdco, Inc. (“Holdco”) obtained
substantially all of the shares of the Company from SCJ.

Prior to May 3, 2002, Holdco contributed its shares in the Company to Johnson Professional Holdings, Inc., a
wholly owned subsidiary of Holdco.

On May 3, 2002, the Company acquired the DiverseyLever business from Conopco, Inc., a subsidiary of
Unilever N.V. and Unilever PLC (together, “Unilever”) (see Note 4). At the closing of the acquisition, the Company
changed its name to JohnsonDiversey, Inc., and Johnson Professional Holdings, Inc., changed its name to
JohnsonDiversey Holdings, Inc. (“Holdings”). In connection with the acquisition, Unilever acquired a 33-1/3%
interest in Holdings, with the remaining 66-2/3% continuing to be held by Holdco.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation 
The consolidated financial statements include the accounts of the Company and all of its majority owned and
controlled subsidiaries and are prepared in conformity with accounting principles generally accepted in the United
States (“U.S. GAAP”). All significant intercompany accounts and transactions have been eliminated. The prepara-
tion of financial statements in conformity with U.S. GAAP requires management to make estimates and assump-
tions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Year-End
Through fiscal 2001, the Company’s fiscal year ended on the Friday nearest to June 30. In June 2002, the
Company elected to report its results of operations on a 52/53 week year ending on the Friday nearest to
December 31. Accordingly, the accompanying financial statements include the results of operations for the fiscal
six months ended December 28, 2001. Operations included 52 weeks in fiscal 2001 and 2003, and 53 weeks in
fiscal 2002.

Revenue Recognition
The Company recognizes revenue when risk of loss and title to the product is transferred to the customer, sub-
stantially all of which occurs at the time shipment is made. Revenues are recorded net of estimated allowances
for returns, discounts and rebates.

On May 3, 2002, the Company acquired the DiverseyLever business (see Note 4). The Company did not
acquire the Unilever consumer brands business of DiverseyLever. Prior to the acquisition, Unilever’s consumer
brand products were sold, directly or indirectly, by DiverseyLever to institutional and industrial end users. In con-
nection with the acquisition, the Company entered into a sales agency agreement with Unilever relating to these
products. 
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Under the sales agency agreement, the Company acts as Unilever’s exclusive sales agent for the sale of its
consumer brand products to institutional and industrial end-users in most countries where DiverseyLever 
conducted its business prior to the acquisition. In exchange for the Company’s sales agency services, which
include sales, promotion, collection and after-sales technical support and customer care, the Company is paid 
an agency fee. Sales agency fee income is recognized based on a percentage of the net proceeds of sales of
Unilever consumer brand products. Expenses incurred pursuant to sales agency services are recorded as 
marketing, distribution, administrative and general expenses. 

Rebates and Customer Incentives
Rebates granted to customers are accounted for on an accrual basis as a reduction in net sales in the period in
which the related sales are recognized. 

Volume rebates are supported by customer contracts, which typically extend over two- to five-year periods.
In the case where rebate rates are not contractually fixed, the rates used in the calculation of accruals are 
estimated based on forecasted annual volumes. 

Cost of Sales
Cost of sales includes material costs, packaging costs, production costs, distribution costs, including shipping
and handling costs, and other factory overhead costs. In order to achieve alignment with its actual business
management practices, beginning with fiscal year 2003, the Company reclassified distribution costs from 
marketing, administrative and general expenses to cost of sales. Fiscal year 2002 amounts have been 
reclassified for consistency. Distribution costs were $271,512 and $202,252 for the fiscal years ended January
2, 2004 and January 3, 2003, respectively, $45,044 for the fiscal six months ended December 28, 2001, 
and $88,811 for the fiscal year ended June 29, 2001.

Marketing, Administrative and General Expenses
Marketing, administrative and general expenses include advertising and promotion costs, marketing research and
sales overhead costs. Administrative expenses include other administrative and general overhead costs. 

Advertising Costs
The Company expenses advertising costs as incurred. Total advertising expense was $2,622 and $2,270 for the
fiscal years ended January 2, 2004 and January 3, 2003, respectively, $674 for the fiscal six months ended
December 28, 2001, and $1,900 for the fiscal year ended June 29, 2001.

Cash and Cash Equivalents
The Company considers all highly liquid investments, with maturities of 90 days or less at the date of purchase,
to be cash equivalents. The cost of cash equivalents approximates fair value due to the short-term nature of the
investments.

Accounts Receivable
The Company evaluates the collectibility of its accounts receivable based on a number of factors. For larger
accounts greater than 90 days past due, an allowance for doubtful accounts is recorded based on a customer’s
ability and likelihood to pay based on management’s review of the facts. For all other customers, the Company
recognizes an allowance based on the length of time the receivable is past due based on historical experience.
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Inventories
Inventories are carried at the lower of cost or market. As of January 2, 2004 and January 3, 2003, the cost of
certain domestic inventories determined by the last-in, first-out (“LIFO”) method amounted to $27,482 and
$32,690, respectively. This represented 10.2% and 12.2% of total inventories, respectively. For the balance of the
Company’s inventories, cost is determined using the first-in, first-out (“FIFO”) method. If the FIFO method of
accounting had been used for all inventories, they would have been $5,291 and $6,745 higher than reported at
January 2, 2004 and January 3, 2003, respectively. The components of inventory are as follows: 

Property, Plant and Equipment
Property, plant and equipment are recorded at cost. Major replacements and improvements are capitalized, while
maintenance and repairs which do not improve or extend the life of the respective assets are expensed as
incurred. Depreciation is generally computed using the straight-line method over the estimated useful lives of the
assets, which typically range from 20-40 years for buildings, 3-14 years for machinery and equipment and 5-20
years for improvements. 

When properties are disposed of, the related costs and accumulated depreciation are removed from the
respective accounts, and any gain or loss on disposition is reflected in other income or other expense.

Property, buildings and equipment are reviewed for impairment whenever events or changes in circum-
stances indicate that the carrying value of an asset may not be recoverable. When possible impairment exists,
the Company utilizes estimates of undiscounted cash flows over the remaining life of the asset to measure
recoverability. No such impairment exists for the periods presented.

Capitalized Software
The Company capitalizes both internal and external costs to develop computer software for internal use. These
costs are accounted for under the provisions of Statement of Position (“SOP”) 98-1, “Accounting for the Costs of
Computer Software Developed or Obtained for Internal Use.” SOP 98-1 permits the capitalization of certain costs,
including internal payroll costs, incurred in connection with the development or acquisition of software for internal
use. Accordingly, certain costs of this internal-use software are capitalized beginning at the software application
development phase.

Capitalized software costs are amortized using the straight-line method over the expected useful life of the
software, which is generally five years.

Goodwill
The Company adopted Statement of Financial Accounting Standards (“SFAS”) No. 142, “Goodwill and Other
Intangible Assets,” effective June 30, 2001. Under SFAS No. 142, goodwill is no longer amortized, but is
reviewed for impairment on an annual basis and between annual tests in certain circumstances. There was no
impairment of goodwill upon adoption of SFAS No. 142, nor upon the Company’s subsequent testing conducted
at the beginning of the fourth quarter of both fiscal 2003 and 2002. There can be no assurance that future good-
will impairment tests will not result in a charge to earnings. All goodwill is recorded in the Professional Business.

For the fiscal year ended June 29, 2001, goodwill amortization amounted to $12,000, net of tax. Had SFAS
No. 142 been in effect for such period, net income would have been $44,607.

January 2, 2004 January 3, 2003
Raw materials and containers $ 64,322 $ 72,551
Finished goods 199,075 188,432 

Total inventories $ 263,397 $ 260,983 
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Other Intangibles
SFAS No. 142 requires purchased intangible assets other than goodwill to be amortized over their useful lives
unless these lives are determined to be indefinite. Purchased intangible assets are carried at cost less 
accumulated amortization. Definite-lived intangible assets, which primarily include customer lists, contractual
arrangements, trademarks, patents and licenses, have been assigned an estimated finite life and are amortized
on a straight-line basis over periods ranging from 1 to 37 years. Indefinite-lived intangible assets, which primarily
include trademarks, patents and licenses, are evaluated annually for impairment and between annual tests in
certain circumstances. There was no impairment of indefinite-lived intangible assets upon adoption of SFAS No.
142, nor upon the Company’s subsequent testing conducted in the fourth quarters of fiscal 2003 and 2002.
There can be no assurance that future indefinite-lived intangible asset impairment tests will not result in a
charge to earnings.

Impairment of Long-Lived Assets
Property, plant and equipment and other long-term assets, including amortizable intangible assets, are reviewed
for impairment whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. If the sum of the expected undiscounted cash flows is less than the carrying value of the related
asset or group of assets, a loss is recognized for the difference between the fair value and carrying value of the
asset or group of assets. Such analyses necessarily involve significant judgment.

Environmental Remediation Costs
The Company accrues for losses associated with environmental remediation obligations when such losses are
probable and reasonably estimable. Costs of future expenditures for environmental remediation obligations are
not discounted to their present value. Recoveries of environmental remediation costs from other parties are
recorded as assets when their receipt is deemed probable. The accruals are adjusted as further information
becomes available or circumstances change.

Foreign Currency Translations and Transactions
The functional currency of the Company’s foreign subsidiaries is generally the local currency. Accordingly, bal-
ance sheet accounts are translated using the exchange rates in effect at the respective balance sheet dates and
income statement amounts are translated using the monthly weighted-average exchange rates for the periods
presented. The aggregate effects of the resulting translation adjustments are included in accumulated other
comprehensive income (loss) (see Note 23) except in the case of hyper-inflationary countries, which use the
U.S. dollar as the functional currency and the effects are recorded as a component of other (income) expense,
net and were ($1,828) and ($1,404) for the fiscal years ended January 2, 2004 and January 3, 2003, respectively. 

Gains and losses resulting from foreign currency transactions are recorded as a component of either cost of
sales or other (income) expense, net. Total net transaction losses included in cost of sales were $446 and $298
for the fiscal years ended January 2, 2004 and January 3, 2003, respectively, and were not material for the fiscal
six months ended December 28, 2001 and fiscal year ended June 29, 2001. Total net transaction (gains) / losses
included with other (income) expense, net were ($8,301) and ($11,742) for the fiscal years ended January 2,
2004 and January 3, 2003, respectively, ($524) the fiscal six months ended December 28, 2001 and  $1,425 the
fiscal year ended June 29, 2001.

Stock-Based Compensation
The Company measures compensation cost for stock-based compensation plans using the intrinsic value
method of accounting as prescribed in Accounting Principles Board (“APB”) Opinion No. 25, “Accounting for
Stock Issued to Employees,” and related interpretations. Under the intrinsic value method, compensation cost is
the excess, if any, of the fair value at grant date or other measurement date of the stock that may be purchased
upon exercise of an option over the option’s exercise price. 
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The Company has adopted those provisions of SFAS No. 123, “Accounting for Stock-Based Compensation,”
which require disclosure of the pro forma effect on net earnings as if compensation cost had been recognized
based upon the estimated fair value at the date of grant for options awarded. The pro forma impact of 
compensation expense if the Company had used the fair-value method of accounting to measure compensation
expense would have reduced net income by approximately $7,857 and $2,990 for the fiscal years ended January
2, 2004 and January 3, 2003, respectively, $211 for the fiscal six months ended December 28, 2001, and $215
for the fiscal year ended June 29, 2001.

Derivative Financial Instruments
The Company utilizes certain derivative financial instruments to enhance its ability to manage foreign currency
exposures. Derivative financial instruments are entered into for periods consistent with the related underlying
exposures and do not constitute positions independent of those exposures. The Company does not enter into 
forward foreign currency exchange contracts for speculative purposes. The contracts are entered into with 
major financial institutions with no credit loss anticipated for the failure of counterparties to perform.

The Company recognizes all derivative financial instruments in the consolidated financial statements at fair
value regardless of the purpose or intent for holding the instrument. Changes in the fair value of derivative 
financial instruments are either recognized periodically in income or in stockholders’ equity as a component of
comprehensive income depending on whether the derivative financial instrument qualifies for hedge accounting,
and if so, whether it qualifies as a fair value hedge or cash flow hedge. Generally, changes in fair values of 
derivatives accounted for as fair value hedges are recorded in income along with the portions of the changes in
the fair values of the hedged items that relate to the hedged risks. Changes in fair values of derivatives 
accounted for as cash flow hedges, to the extent they are effective as hedges, are recorded in other comprehen-
sive income, net of deferred taxes. Hedge ineffectiveness was insignificant for all periods reported. Changes in
fair value of derivatives not qualifying as hedges are reported in income.

Reclassifications
Certain prior period amounts have been reclassified to conform to the 2003 presentation.

New Accounting Pronouncements 
In January 2003, the Financial Accounting Standards Board (“FASB”) issued Interpretation No. (“FIN”) 46,
“Consolidation of Variable Interest Entities.” FIN 46 defines a “variable interest entity” and requires a company to
consolidate such an entity if the company is subject to a majority of the risk of loss from the variable interest
entity’s activities or is entitled to receive a majority of the entity’s residual returns. The interpretation also
requires disclosure of variable interest entities that the company is not required to consolidate but in which it has
a significant variable interest. FIN 46 is immediately effective for variable interest entities created after January
31, 2003, and effective December 15, 2003, for variable interest entities created on or prior to January 31, 2003.
The Company’s adoption of FIN 46 has not had an impact on its consolidated financial position or results of oper-
ations.

In April 2003, the FASB issued SFAS No. 149, “Amendment of Statement 133 on Derivative Instruments and
Hedging Activities.” SFAS No. 149 is intended to result in more consistent reporting of contracts as either free-
standing derivative instruments subject to SFAS No. 133 in its entirety or as hybrid instruments with debt host
contracts and embedded derivative features. SFAS No. 149 is effective for contracts entered into or modified
after June 30, 2003, and hedging relationships designated after June 30, 2003. The Company’s adoption of
SFAS No. 149 has not had a significant impact on its consolidated financial position or results of operations.

In May 2003, the FASB issued SFAS No. 150, “Accounting for Certain Financial Instruments with
Characteristics of both Liabilities and Equity.” SFAS No. 150 establishes standards for classifying and measuring
as liabilities certain financial instruments that embody obligations of the issuer and have characteristics of both
liabilities and equity. Instruments that are indexed to and potentially settled in an issuer’s own shares that are
not within the scope of SFAS No. 150 remain subject to existing guidance. SFAS No. 150 must be applied to
instruments entered into or modified after May 31, 2003, and to all other instruments that exist as of the begin-
ning of the first interim financial reporting period beginning after December 15, 2003. The Company’s adoption of
SFAS No. 150 has not had and is not expected to have a significant impact on its consolidated financial position
or results of operations.
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(3) ACQUISITIONS

In November 2003, the Company acquired 50.1% of the outstanding shares of Daisan Kogyo Co., Ltd. (“Daisan”),
Japan's leading provider of commercial cleaning products and services to the food and beverage industry, for
$12,076. The Company previously held 49.9% of the outstanding shares and accounted for its holding in Daisan
on an equity basis. The Company is completing an exercise to determine the potential value of customer lists
and related contracts and will assign purchase price accordingly. As of January 2, 2004, goodwill recorded with
respect to the acquisition was $7,762.

In October 2003, the Company acquired certain net assets of Southwest Auto-Chlor System L.P., an Austin,
Texas-based business that markets and sells low-energy dishwashing systems, kitchen chemicals, laundry and
housekeeping products and services to foodservice, lodging, healthcare and institutional customers, for $13,577.
In addition, the Company entered into non-compete arrangements with the sellers. The Company has preliminar-
ily assigned $11,295 of the purchase price to customer lists and related contracts, pending completion of a valu-
ation exercise. The Company did not record goodwill as a result of the transaction.

In April 2003, the Company acquired the shares of National Brands, Inc., for $2,665. The primary assets
acquired were intellectual property rights to certain industrial tradenames. In addition, the Company entered into
non-compete arrangements with the sellers. The Company did not record goodwill as a result of this transaction.

In January 2003, the Company acquired certain intangible assets of Oy Trans-Meri AB, a Finish based manu-
facturer and seller of chemicals and tools to the industrial and institutional markets, for $2,087. The Company
has assigned the entire purchase price to customer lists and related contracts.

In June and September 2002, in connection with the completion of the Company’s “spin-off” from SCJ
referred to in Note 1 above, the Company acquired business assets in Kenya, the Netherlands, South Africa,
Turkey and Venezuela for a combined purchase price of $4,022. The Company recorded goodwill of $3,753 from
these transactions.

In May 2002, the Company acquired the DiverseyLever business from Unilever, see Note 4 below.
In September 2000, the Company acquired the stock of The Butcher Company, a leading U.S. manufacturer

of floor care, dilution control and commercial cleaning products, for $131,452. The Company recorded goodwill
of $111,000 from this transaction. In addition, the Company purchased land and buildings from the previous
owners of The Butcher Company for approximately $3,200.

Each of the above acquisitions were accounted for under the purchase method of accounting. Operations
from the acquisitions are included in the Company’s financial statements from the respective dates of acquisi-
tion.

(4) ACQUISITION OF THE DIVERSEYLEVER BUSINESS

On May 3, 2002, the Company acquired the assets and equity interests of the DiverseyLever business – the
institutional and industrial cleaning and sanitation business of Unilever. In addition, with specified exceptions, the
Company and its parent, Holdings, assumed liabilities to the extent relating to, or arising out of, the
DiverseyLever business. The acquisition was accounted for under the purchase method of accounting.
Operations from the DiverseyLever business are included in the Company’s consolidated financial statements
from the date of acquisition.

The acquisition consisted of numerous individual transactions carried out by various entities within the con-
solidated group making up the Company and by Holdings. Holdings received $352,059 from Unilever in exchange
for a 33-1/3% equity interest in Holdings, subject to subscription price adjustments described below. The cash
received from this transaction was contributed to the Company and certain of its subsidiaries to fund individual
transactions at local levels. In addition, Holdings issued senior discount notes (the “Senior Discount Notes”) to
Unilever with a fair value of $201,900 in exchange for certain businesses, which were contributed to the
Company and certain of its subsidiaries. The obligations under the Senior Discount Notes were retained by
Holdings and were not assumed by the Company. The Company does not guarantee the Senior Discount Notes
nor are its assets pledged as collateral for the Senior Discount Notes.
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The Company believes that the acquisition provided opportunities for revenue growth and cost savings through
the integration of the DiverseyLever business. In addition, the integration of the DiverseyLever business lines 
provided cross-selling opportunities due to their businesses’ complementary product offerings and geographic
footprint. The acquisition greatly increased the Company’s network of international distributors and the size of 
its direct sales force, thus broadening the Company’s global access to existing and new end-users. The Company
also believes that it can obtain significant cost savings from the rationalization of manufacturing plants, 
consolidation of physical distribution infrastructure and reduction of overlap in back-office and administrative 
functions. These factors contributed to a purchase price for the DiverseyLever business that resulted in the
recognition of goodwill.

During fiscal 2003, the Company continued the process of settlement and conclusion on purchase price
allocation and adjustment associated with the acquisition of the DiverseyLever business. The following repre-
sents a reconciliation of the adjustments to the preliminary allocation of purchase price from January 3, 2003
to January 2, 2004:

(a) The Company and Unilever reached settlement and the Company received $4,396 from Unilever in consideration of certain administrative and management costs retained by the 
Company, but not contemplated in the determination of the original cash purchase price. The cash adjustment was recorded as a reduction of purchase price and acquisition goodwill. 
Further adjustments are not expected. 

(b) The Company recorded additional transaction-related costs of $2,163, which were accounted for as an increase to acquisition goodwill. The Company does not expect further 
adjustment to goodwill as it relates to transaction-related costs. 

(c) The Company and Unilever reached settlement relative to the working capital adjustment to subscription price, resulting in the Company increasing its purchase price and acquisition 
goodwill by $5,635 from the preliminary estimate at January 3, 2003. Accordingly, the Company’s related long-term receivable from Unilever (see Note 22) was decreased from 
$36,540 as of January 3, 2003, to $30,905 as of January 4, 2004. 

(d) The Company and Unilever have substantially agreed on the pension adjustment – EBITDA resulting in a $10,950 decrease in purchase price and acquisition goodwill from the 
preliminary estimate at January 3, 2003. In conjunction with the settlement, the Company received $5,580 from Unilever and the remaining balance of $2,790 was included in the 
long-term receivables from Unilever (see Note 22). Further adjustments are not expected to be significant and are anticipated to be finalized with Unilever by June 2004.

(e) The Company and Unilever have substantially agreed on the pension adjustment – fully funded resulting in a $6,490 decrease in purchase price and acquisition goodwill from the 
preliminary estimate at January 3, 2003. Further adjustments are not expected to be significant and are anticipated to be finalized with Unilever by June 2004.
The Company received $23,184 and $43,138 during the fiscal years ended January 2, 2004 and January 3, 2003, respectively, in partial settlement of the pension full-funding 
adjustments. As of January 2, 2004, the Company had a related long-term receivable from Unilever of $48,185.

(f) The purchase agreement provides for Unilever indemnifying the Company for certain tax liabilities included in net tangible assets acquired. Accordingly, the Company recorded an 
estimated receivable from Unilever of $5,808, of which $5,328 was received in cash during fiscal year 2003, resulting in a decrease in purchase price and acquisition goodwill. Further 
adjustments are expected to be finalized and agreed with Unilever through the second quarter of fiscal 2004 and are, accordingly, subject to change.

(g) The Company recorded additional restructuring liabilities of $21,758 (see Note 13) and associated deferred taxes of $4,956. Based on revisions to initial assumptions, the Company 
reversed $11,279 of restructuring reserves previously established in purchase accounting. Adjustments to restructuring liabilities resulted in a $5,523 decrease in the net tangible 
assets acquired and an increase in acquisition goodwill from the preliminary estimates at January 3, 2003.
The Company recorded $1,700 of additional environmental reserves in adjustment of previous estimates. The adjustment resulted in a decrease in the net tangible assets 

acquired and an increase in acquisition goodwill from the preliminary estimates at January 3, 2003. 
The Company increased the net tangible assets acquired and decreased acquisition goodwill by $33,543 to properly reflect fair value and adjustment of previous estimates. In addition, 

the Company increased net tangible assets acquired and decreased acquisition goodwill by $4,298 to revise pension liabilities, net of deferred taxes.
The Company decreased net tangible assets acquired and increased acquisition goodwill by $973 in clarification of tax liabilities identified in (f). 
The Company increased net tangible assets acquired and decreased acquisition goodwill by $511 for the use of tax based net operating losses.

Adjustments 
January 3, 2003 recorded in 2003 January 2, 2004

Cash purchase price $ 1,029,836 $ (4,396)(a) $ 1,025,440 
Senior discount notes of Holdings 201,900 – 201,900 
Equity in Holdings issued to Unilever  352,059   –   352,059 
Transaction-related costs   39,564    2,163(b) 41,727 
Net debt adjustment payable in cash   15,320  –   15,320 
Net debt adjustment to subscription price   11,750   –  11,750 
Working capital adjustment payable in cash    33,568 –    33,568 
Working capital adjustment to subscription price    (36,540)     5,635(c) (30,905)
Pension adjustment – EBITDA    2,580   (10,950)(d) (8,370)
Pension adjustment – fully funded  (108,017)    (6,490)(e) (114,507)
Tax indemnification adjustment  –  (5,808)(f) (5,808)
Total purchase price  1,542,020    (19,846)    1,522,174 
Fair value of net tangible assets acquired     (389,603)    (30,156)(g) (419,759)
Excess purchase price  1,152,417    (50,002)  1,102,415 
Allocation to intellectual property   (122,941) –      (122,941)
Allocation to other identified intangible assets  (235,394)  –   (235,394)
Goodwill $ 794,082  $(50,002)   $ 744,080 
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Pro Forma Results (Unaudited)
The following reflects the unaudited pro forma results for the Company giving effect to the acquisition of the
DiverseyLever business and the related financings as if they had occurred at the beginning of each period.

(5) DIVESTITURES

In December 2003, the Company disposed of the San Diego, California-based branch of its Auto-Chlor business
for $2,973. The Company recorded a net gain of $954 as a result of this transaction. Annualized revenues for the
branch approximated $2,500 for the year ended January 2, 2004.

In December 2003, the Company disposed of a non-strategic machine warewash and kitchen hygiene prod-
ucts business in Norway for $2,024. The Company recorded a net gain of $1,652 as a result of this transaction.
Annualized revenues for the business approximated $4,700 for the year ended January 2, 2004.

In May 2003, the Company and a joint venture partner determined that they would dissolve a non-strategic
business involved in the development and distribution of cleaning machines. The Company recorded a net loss of
$1,409 as a result of this transaction. Annualized revenues for the joint venture were not significant.

In March 2003, the Company disposed of a non-strategic logistics service business in Japan for $835 and
the assumption of net liabilities by the purchaser of $460. The Company recorded a net gain of $1,295 as a
result of this transaction. Annualized revenues for the business approximated $7,600 for the year ended January
2, 2004.

In November 2002, the Company disposed of a non-strategic adhesives product line for $2,500. The
Company recorded a net gain of $2,355 as a result of this transaction. Annualized revenues for the product line
approximated $2,400 for the year ended January 3, 2003. 

In May 2002, the Company disposed of a non-strategic dishwash detergent product line for $10,444. The
Company recorded a net gain of $9,566 as a result of this transaction. Annualized revenues for the product line
approximated $6,900 for the twelve months ended December 28, 2001. 

In July 2000, the Company sold its interest in the Acurid joint venture for $4,834. The Company recorded a
net gain of $2,979 as a result of this transaction.

The disposed businesses were part of larger cash-flow generating groups and were therefore not reported
as discontinued operations. Gains or losses associated with each of the above divestitures are included as a
component of other (income) expense in the consolidated statement of income. 

(6) ACCOUNTS RECEIVABLE SECURITIZATION

The Company and certain of its subsidiaries entered into an agreement (the “Receivables Facility”) in March
2001, whereby they sell on a continuous basis certain trade receivables to JWPR Corporation (“JWPRC”), a
wholly owned, consolidated special purpose, bankruptcy-remote subsidiary of the Company. JWPRC was formed
for the sole purpose of buying and selling receivables generated by the Company and its subsidiaries party to the
agreement. JWPRC in turn sells an undivided interest in the total accounts receivable to a nonconsolidated
financial institution (the “Conduit”) for an amount equal to the percentage of total receivables deemed eligible.
The accounts receivable securitization arrangement is accounted for under the provisions of SFAS No. 140,
“Accounting for Transfers and Servicing of Financial Assets and Extinguishment of Liabilities–A replacement of
FASB Statement No. 125.” 

On August 29, 2003, the receivables securitization facility was amended to include certain additional U.S.
subsidiaries, expand the total potential for securitization of trade receivables to $75,000 from the previous limit
of $55,000 and change the facility term to 354 days from the date of closing, renewable without fee. 

Fiscal Year Ended
January 3, 2003 December 28, 2001

Net revenues  $ 2,658,895  $ 2,575,492 
Net income (loss) 8,867 (3,014)
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On October 24, 2003, the receivables securitization facility was again amended to include certain United
Kingdom subsidiaries and further expand the total potential for securitization of trade receivables to $100,000
(the “October 2003 amendment”). Prior to the October 2003 amendment the beneficial interest of accounts
receivable sold under the arrangement was excluded from accounts receivable in the Company’s consolidated
balance sheets in accordance with SFAS No. 140. As a result of the terms of the October 2003 amendment, the
limitations in the articles of incorporation of JWPRC and the requirements for sale defined in SFAS No. 140, the
Company was no longer able to exclude the accounts receivable sold under the arrangement from its consolidat-
ed balance sheets. The Company expects to modify the articles of incorporation of JWPRC and be able to
exclude accounts receivable sold under the arrangement from the Company’s consolidated balance sheet begin-
ning the first quarter of fiscal year 2004.

Subsequent to the Company’s fiscal year-end, on January 5, 2004, the receivables securitization facility was
amended and restated to include its Italian subsidiary.

As of January 2, 2004, the Company included $95,200 of accounts receivable held by the Conduit in its con-
solidated balance sheet for reasons noted above. As of January 3, 2003, the Conduit held $35,900 of accounts
receivable that are not included in the accounts receivable balance reflected in the Company’s consolidated bal-
ance sheet.

The Company had a retained interest of $20,701 in the receivables of JWPRC as of January 3, 2003. The
retained interest is included in the accounts receivable balance and is reflected in the consolidated balance sheet
at estimated fair value.

Proceeds from the sales of receivables were used to pay down existing debt facilities. Costs associated with
the sale of beneficial interests in the receivables vary on a monthly basis and are generally related to the com-
mercial paper rate and administrative fees associated with the overall program facility. Such costs were $1,149
and $1,061 for the years ended January 2, 2004 and January 3, 2003, respectively, and are included in other
(income) expense, net in the consolidated statements of income. 

The Company and the subsidiaries party to the agreements have retained responsibility for servicing
accounts receivable of JWPRC corresponding to each of them. No servicing asset or liability has been recorded
because the benefits of servicing are expected to be just adequate to compensate the Company and subsidiaries
for their servicing responsibilities.

(7) PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment, net, consisted of the following: 

(8) CAPITALIZED SOFTWARE

Capitalized software, net, consisted of the following:

January 2, 2004 January 3, 2003
Land and improvements $ 75,051 $ 65,510 
Buildings and leasehold improvements 210,600 165,755 
Equipment 606,662 529,029 
Capital leases 22,735 17,273 
Construction in progress  26,163 35,883 

941,211 813,450 
Less–Accumulated depreciation (345,728) (251,615)
Property, plant and equipment, net $595,483 $561,835 

January 2, 2004 January 3, 2003
Capitalized software $138,365 $ 90,954
Less–Accumulated amortization (30,418) (11,611)

$107,947 $ 79,343 
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Amortization expense related to capitalized software was $20,509 and $9,253 for the fiscal years ended
January 2, 2004 and January 3, 2003, respectively, $1,807 for the fiscal six months ended December 28, 2001,
and $1,357 for the fiscal year ended June 29, 2001. No amortization of capitalized software was incurred prior
to the last six months of fiscal 2001, as no projects were put in service prior to July 2001. 

During the fiscal years ended January 2, 2004 and January 3, 2003, the Company capitalized $1,589 and
$3,311, respectively, of interest in connection with its ongoing software projects. Periodically, the Company
assesses potential impairment of capitalized software balances. During the fiscal years ended January 2, 2004
and January 3, 2003, the Company recorded impairment charges of $2,336 and $10,114, respectively. All
charges were included in marketing, administrative and general expense and were related to the integration of
computer systems in connection with the acquisition of the DiverseyLever business.

(9) GOODWILL 

Changes in the balance of the goodwill account are as follows:

(10) OTHER INTANGIBLES

Other intangibles consisted of the following:

Amortization expense for other intangibles was $35,390 and $23,029 for the fiscal years ended January 2,
2004 and January 3, 2003, respectively. 

The aggregate amounts of anticipated amortization of intangible assets for each of the next five fiscal years
and thereafter are as follows:

Fiscal Year Ended
January 2, 2004 January 3, 2003

Balance at beginning of year $1,132,329 $ 271,958
Acquisitions 7,889 797,835 
Divestitures (1,179) – 
Post-acquisition adjustments to purchase price  (50,002) – 
Impact of foreign currency fluctuations  135,022 62,536 
Balance at end of year, net of accumulated amortization $1,224,059 $1,132,329 

Weighted-Average
Useful Lives January 2, 2004 January 3, 2003

Amortizable intangible assets:
Trademarks, patents and licenses 10 years $ 47,268 $ 39,935 
Customer lists, contracts and other intangibles 12 years 294,569 256,456 
Non-amortizable intangible assets 
Trademarks, patents and licenses – 136,469 117,551 
Customer lists, contracts and other intangibles – 4,044 1,727 

482,350 415,669 
Less – Accumulated amortization (63,728) (27,716)
Other intangibles, net $418,622 $387,953

Year
2004 $ 35,430 
2005  32,831 
2006  31,464 
2007  28,851 
2008  27,314 
Thereafter  122,219 

$278,109 
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(11) INDEBTEDNESS AND CREDIT ARRANGEMENTS
The Company’s indebtedness and credit arrangements consisted of the following:

In connection with the acquisition of DiverseyLever, the Company entered into senior secured credit facilities
consisting of three term loan facilities and U.S. dollar/euro- and U.S. dollar/yen-based revolving credit facilities.
The term loan facilities consist of: a tranche A term loan, maturing in May 2008, and bearing interest at floating
rates based on LIBOR, plus 325 basis points (4.40% and 4.90% at January 2, 2004 and January 3, 2003, respec-
tively), with scheduled principal reductions semiannually; a tranche B term loan, maturing in November 2009,
and bearing interest at floating rates based on LIBOR plus 275 basis points at January 2, 2004 (3.91%), and 350
basis points at January 3, 2003 (5.19%), and EURIBOR plus 325 basis points at January 2, 2004 (5.40%), and
350 basis points at January 3, 2003 (6.76%), with scheduled principal reductions semiannually; and a tranche C
term loan, maturing in May 2008, and bearing interest at floating rates based on Canadian dollar LIBOR plus 275
basis points at January 2, 2004 (5.49%), and U.S. dollar LIBOR plus 325 basis points at January 3, 2003 (4.63%),
with scheduled principal reductions semiannually.

The Company’s U.S. dollar/euro- and yen-based revolving credit facilities are structured as follows: the
aggregate principal amount of the U.S. dollar/euro revolving credit facility is $210,000, of which the full amount is
available to be borrowed at January 2, 2004; and the aggregate principal amount of the yen revolving credit 
facility is ¥11,526,300 ($107,771), of which up to ¥10,026,300 ($93,746) is available to be borrowed at 
January 2, 2004. At January 2, 2004, borrowings were $0 and ¥1,500,000 ($14,025) under the U.S. dollar/euro
and yen facilities, respectively. The revolving facilities bear interest at floating rates based on LIBOR, plus a 
variable, leverage ratio-based spread of 250-325 basis points, which as of January 2, 2004 and January 3, 2003,
was 2.83% and 6.5%, respectively.

The senior secured credit facilities were amended in August 2003. This amendment reduced the interest
rate payable with respect to specified tranches of debt under the senior secured credit facilities, thereby reduc-
ing borrowing costs over their remaining life. In addition, the amendment increased specified credit limits and
changed various administrative requirements. The senior secured credit facilities were amended for a second
time on February 24, 2004. This amendment reduced the interest rate payable for the U.S. dollar portion of the
tranche B term loan under the senior secured credit facilities, thereby reducing the borrowing cost over the
remaining life of the tranche. In addition, the amendment changed various financial covenants and administrative
requirements to provide the Company with greater flexibility to operate our business.

On May 3, 2002, the Company issued $300,000 and C=225,000 of 9.625% senior subordinated notes due
2012 to finance a portion of the cash purchase price of the DiverseyLever business. In January 2003, the Series
A senior subordinated notes were converted to series B senior subordinated notes (the “Senior Subordinated
Notes”) with the same interest rates and due dates under an exchange offer filed with the SEC. 

January 2, 2004 January 3, 2003
Short-term borrowings:

Lines of credit $ 15,003 $ 35,419 
Revolving credit facilities  14,025 32,700 
Receivables securitization facility 95,200 – 

$ 124,228 $ 68,119 
Long-term borrowings:

Term loan A  $ 92,973 $ 167,325 
Term loan B 672,129 676,489 
Term loan C 17,967 29,239 
Senior subordinated notes 583,365 533,123 

1,366,434 1,406,176 
Less – Current portion 27,812 57,906 

$1,338,622 $1,348,270 
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As of October 24, 2003, the accounting treatment for the Company’s receivables securitization facility (see
Note 6) requires that $95,200 accounts receivable sold to the Conduit be included in accounts receivable, with
offset to short term borrowings, on the Company’s consolidated balance sheet. 

Scheduled Maturities of Long-Term Borrowings 
Aggregate scheduled maturities of long-term borrowings in each of the next five fiscal years and thereafter are
as follows:

Financial Covenants
Under the terms of its senior secured credit facilities, the Company is subject to specified financial covenants.
The most restrictive covenants under the senior secured credit facilities require the Company to meet the follow-
ing targets and ratios:

Maximum Leverage Ratio. The Company is required to maintain a leverage ratio for each financial covenant
period of no more than the maximum ratio specified in the senior secured credit facilities for that financial
covenant period. The maximum leverage ratio is the ratio of: (i) the Company’s consolidated indebtedness
(excluding up to $55 million of indebtedness incurred under the Company’s receivables securitization facility and
indebtedness relating to specified interest rate hedge agreements) as of the last day of a financial covenant peri-
od using a weighted-average exchange rate for the relevant prior two fiscal quarters to (ii) the Company’s con-
solidated EBITDA for the same financial covenant period. EBITDA is generally defined in the senior secured credit
facilities as earnings before interest, taxes, depreciation and amortization, plus the addback of specified expens-
es. The senior secured credit facilities require that the Company’s maximum leverage ratio not exceed a continu-
ously declining range from 4.25 to 1 for the financial covenant period ending nearest December 31, 2003, to 3.0
to 1 for the financial covenant periods ending nearest March 31, 2006.

Minimum Interest Coverage Ratio. The Company is required to maintain an interest coverage ratio for each
financial covenant period of no less than the minimum ratio specified in the senior secured credit facilities for
that financial covenant period. The minimum interest coverage ratio is the ratio of: (i) the Company’s consolidat-
ed EBITDA for a financial covenant period to (ii) the Company’s cash interest expense for that same financial
period. The senior secured credit facilities require that the Company’s minimum interest coverage ratio not
exceed a continuously increasing range from 2.75 to 1 for the financial covenant period ending nearest
December 31, 2003, to 4.0 to 1 for the financial covenant periods ending nearest December 31, 2005. 

Capital Expenditures. The senior secured credit facilities prohibit the Company from making capital expendi-
tures during any year in an amount exceeding a continuously declining range from $161,200 in 2003 to
$113,200 in 2007. The Company can exceed the limitation in any year by the amount, if any, by which the limita-
tion for the previous year exceeded actual capital expenditures made in that previous year.

Restructuring Charges. The senior secured credit facilities limit the amount of spending on restructuring and
integration related activities in 2004 and 2005 to $145,000 in the aggregate.

In addition, the senior secured credit facilities contain covenants that restrict the Company’s ability to
declare dividends and to redeem and repurchase capital stock. The senior secured credit facilities also limit the
Company’s ability to incur additional liens, engage in sale-leaseback transactions and incur additional indebted-
ness and make investments.

As of January 2, 2004, the Company was in compliance with all covenants under the senior secured 
credit facilities. 

Year
2004 $ 27,812 
2005  30,811 
2006  30,811 
2007  33,809 
2008  168,527 
Thereafter 1,074,664 

$1,366,434 
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Indentures for the Notes 
The indentures for the senior subordinated notes of the Company restrict the Company’s ability and the ability of
its restricted subsidiaries to, among other things, incur additional indebtedness; pay dividends on, redeem or
repurchase capital stock; issue or allow any person to own preferred stock of restricted subsidiaries; in the case
of non-guarantor subsidiaries, guarantee indebtedness without also guaranteeing the notes; in the case of
restricted subsidiaries, create or permit to exist dividend or payment restrictions with respect to the Company;
make investments; incur or permit to exist liens; enter into transactions with affiliates; merge, consolidate or
amalgamate with another company; and, transfer or sell assets.

As of January 2, 2004, the Company was in compliance with all covenants under the indentures for the sen-
ior subordinated notes.

Cross Defaults 
The Company’s failure to comply with the covenants in its senior secured credit facilities or its indentures for the
senior subordinated notes or the Company’s inability to comply with financial ratio tests or other restrictions
could result in an event of default under the indentures for the Senior Subordinated Notes or the senior secured
credit facilities. Additionally, a payment default or default that results in the acceleration of indebtedness aggre-
gating $25,000 or more, including, without limitation, indebtedness under the senior secured credit facilities, the
indentures for the Senior Subordinated Notes and indebtedness under the Company’s receivables securitization
facility and foreign lines of credit, is also an event of default under the senior secured credit facilities, the inden-
tures for the Senior Subordinated Notes and the indenture for Holdings’ senior discount notes. Further, specified
defaults under the credit facilities and the indentures for the Senior Subordinated Notes constitute defaults under
the Company’s receivables securitization facility, some of the Company’s foreign lines of credit and the
Company’s license agreements with SCJ. A default, if not cured or waived, may permit acceleration of the
Company’s indebtedness or result in a termination of its license agreements.

Interest Rate Swaps 
In connection with term loan B, the Company is party to seven interest rate swaps, as described in Note 12.

Stockholders’ Agreement 
In connection with the acquisition of DiverseyLever, Holdings entered into a stockholders’ agreement with its
stockholders – Holdco and Marga B.V., a subsidiary of Unilever N.V. The stockholders’ agreement limits Holdings’
and the Company’s ability to effect various transactions, including among others, entering into certain transac-
tions with affiliates, issuing additional shares of capital stock or other equity or equity-related interests, incurring
certain types of indebtedness and making certain investments.

(12) FINANCIAL INSTRUMENTS

The Company has operations in 120 countries and approximately 67% of the Company’s revenues are generated
outside the U.S. The Company’s activities expose it to a variety of market risks, including the effects of changes
in foreign currency exchange rates and interest rates. These financial risks are monitored and managed by the
Company as an integral part of its overall risk management program.

The Company maintains a foreign currency risk management strategy that uses derivative instruments 
(foreign currency forward contracts) to protect its interests from fluctuations in earnings and cash flows caused
by the volatility in currency exchange rates. Movements in foreign currency exchange rates pose a risk to the
Company’s operations and competitive position, since exchange rate changes may affect the profitability and
cash flow of the Company, and business and/or pricing strategies of competitors.

Certain of the Company’s foreign business unit sales and purchases are denominated in the customers’ or
vendors’ local currency. The Company purchases foreign currency forward contracts as hedges of foreign 
currency denominated receivables and payables and as hedges of forecasted sales and purchases that are
denominated in foreign currencies. These contracts are entered into to protect against the risk that the future
dollar-net-cash inflows and outflows resulting from such sales, purchases, firm commitments or settlements 
will be adversely affected by changes in exchange rates. 
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At January 2, 2004 and January 3, 2003, the Company held foreign currency forward contracts with a
notional amount of $216,644 and $81,926, respectively, for the purpose of hedging foreign currency denominat-
ed receivables and payables. Because the terms of such contracts are primarily less than three months, the
Company has not elected hedge accounting treatment for these contracts. The Company records the changes in
the fair value of these contracts within other (income) expense in the consolidated statement of earnings. Total
net unrealized (gains) losses recognized on foreign currency forward contracts was $1,212 and $(949) for the
fiscal years ended January 2, 2004 and January 3, 2003, respectively, $(53) for the fiscal six months ended
December 28, 2001 and $(313) for the fiscal year ended June 29, 2001.

As of January 2, 2004, the Company was not party to any forward exchange contracts for the purpose of
hedging future cash flows. As of January 3, 2003, the Company was party to 48 such forward exchange con-
tracts for a notional amount of $20,063. Net unrealized gains of $0 and $83 are included in other comprehensive
income as of January 2, 2004 and January 3, 2003, respectively. 

The Company is also party to seven interest rate swaps entered into in May 2002. The latest expiration date
is May 2007. These swaps were purchased to hedge the Company’s floating interest rate exposure on term
loan B (see Note 11) with a final maturity of November 2009. Under the terms of these swaps, the Company
pays a fixed rate of 4.8% and receives three-month LIBOR on the notional amount of U.S. dollar swaps and
three-month EURIBOR on the notional amount of Euro swaps for the life of the swaps. Unrealized gains and loss-
es on these interest rate swaps are recognized in other comprehensive income, net of tax. The net unrealized
loss included in other comprehensive income was $15,228 and $17,010 for the years ended January 2, 2004
and January 3, 2003, respectively. There was no ineffectiveness related to the interest rate swap agreements
for the years ended January 2, 2004 and January 3, 2003.

Total realized (gains) losses on derivative instruments, which were recorded in other (income) expense in
the consolidated statement of income, were $1,777 and $(4,849) for the fiscal years ended January 2, 2004 and
January 3, 2003.

(13) RESTRUCTURING LIABILITIES

During fiscal year 2002, in connection with the acquisition of the DiverseyLever business, the Company recorded
liabilities for the involuntary termination of former DiverseyLever employees, mainly in administrative, finance,
human resources and manufacturing positions, and other exit costs associated with the former DiverseyLever
facilities (“exit plans”). The Company recorded an estimated liability in the amount of $70,094, of which $63,635
was for severance and related benefits pertaining to the involuntary termination of approximately 1,000
DiverseyLever employees and $6,459 was for exit plan costs. During the year ended January 2, 2004, the
Company recognized liabilities of $18,224 for the involuntary termination of 299 additional former DiverseyLever
employees and $3,534 for other exit plan costs, which were recorded as an adjustment to purchase accounting.
The Company’s exit plans provide for the planned termination of 1,299 total employees, of which 998 and 471
were actually terminated as of January 2, 2004 and January 3, 2003, respectively.

Additionally, the Company developed plans to restructure certain facilities that it owned prior to the acquisi-
tion of the DiverseyLever business (“restructuring plans”), primarily for the purpose of eliminating redundancies
resulting from the acquisition of the DiverseyLever business. During fiscal year 2002, in connection with these
restructuring plans, the Company recorded restructuring plan liabilities of $19,646, of which $10,991 pertained
to the planned involuntary termination of approximately 240 pre-acquisition employees of the Company and
$8,655 pertained to the elimination of redundant facilities. During the year ended January 2, 2004, the Company
recognized additional restructuring plan liabilities of $14,411 for the involuntary termination of 121 additional pre-
acquisition employees and $3,065 for additional other restructuring plan costs. The Company’s restructuring
plans provide for the planned termination of 361 pre-acquisition employees, of which 340 and 151 were actually
terminated as of January 2, 2004 and January 3, 2003, respectively.
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(1) Cash paid includes the effects of foreign exchange.
(2) Liability adjustments include reductions to previously established plan obligations based on revisions to initial assumptions and removal of liabilities related to impaired long-lived 

assets in accordance with SFAS No. 144, which were charged to marketing, administrative and general expenses in the consolidated statement of income. Accordingly, all charges 
related to the liability adjustments were recorded in the proper period.

(3) Liability reclassifications include reclassification between previously determined employee-related and other plan liabilities based on clarification of original assumptions. All charges 
related to the liability reclassifications were recorded in the proper period.

(14) OTHER (INCOME) EXPENSE, NET

The components of other (income) expense, net in the consolidated statements of income, include the following:

The Company purchased forward currency contracts to hedge the Company’s exposure to the Euro in con-
nection with the DiverseyLever acquisition. A total of C=340,000 notional amount forward currency contracts
were purchased on February 12, 2002 and March 5, 2002. The Company received proceeds of $15,711 upon 
settlement of the contracts from the date of inception to May 3, 2003, the date of the DiverseyLever acquisition,
when the contracts were settled. Although the Company entered into the forward contract to hedge its foreign
currency exposure, U.S. GAAP prohibits accounting for the gain on the forward contract as an adjustment to 
the purchase price. Accordingly, the Company recognized the proceeds as a nonoperating gain in the income 
statement.

Exit Plans Restructuring Plans
Employee-Related Other Total Employee-Related Other Total

Liability established in 
purchase accounting $ 63,635 $ 6,459 $70,094 $ – $  – $ –

Liability recorded as restructuring 
expense – – – 10,991 8,655 19,646 

Cash paid (1) (11,672) (380) (12,052) (5,267) (3,563) (8,830)
Liability balances as of 

January 3, 2003 51,963 6,079 58,042 5,724 5,092 10,816 

Liability established in purchase
accounting 18,224 3,534 21,758 – – –

Liability recorded as restructuring
expense –    – – 14,411 3,065 17,476 

Liability reclassifications (3) (2,908) 2,908 – (1,769) 1,769 –
Liability adjustments (2) (7,952) (3,327) (11,279) (906) (3,651) (4,557)
Cash paid (1) (34,506) (5,783) (40,289) (12,287) (4,882) (17,169)
Liability balances as of

January 2, 2004 $ 24,821 $ 3,411  $28,232 $ 5,173  $ 1,393  $ 6,566 

Fiscal Year Ended Fiscal Six Months Ended Fiscal Year Ended
January 2, 2004 January 3, 2003 December 28, 2001 June 29, 2001

Net gain on sale of product lines $ (3,372) $(11,921) $ – $ – 
Net loss on partnership dissolution 1,410 – – –
Gain on Acurid divestiture – – – (2,979)
Gain on acquisition-related forward contract – (15,711) – –
Loss on devaluation of Argentine peso – 3,054 2,000 –
Revaluation gains on unhedged positions and

ineffective portion of hedge instruments (2,824) (15) – –
Other, net (4,904) (4,418) 141 334

$ (9,690) $(29,011) $2,141 $(2,645)
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(15) INCOME TAXES

The income tax provision for the Company has been calculated as if the entities included in the Company’s con-
solidated financial statements file separately from their parent holding company, Holdings, except with respect to
U.S. foreign tax credits for which no tax benefit is taken by the Company, unless such benefit is expected to be
realized by Holdings. The Company allocates its income tax liability between affiliates based on each affiliate’s
ability to utilize tax attributes on a stand-alone basis. 

As a result of the separation from SCJ in 1999, the Company and its parent, Holdco, entered into a tax shar-
ing agreement to allocate responsibility for taxes between SCJ and the Company. In accordance with the terms
of the agreement, the Company owed SCJ approximately $1,300, of which $650 was paid in October 2002,
$300 was paid in October 2003, and $350 was satisfied by offsetting other audit adjustments favorable to the
Company.

The provision for income taxes was comprised of:

A reconciliation of the difference between the statutory U.S. federal income tax rate to the Company’s effec-
tive income tax rate is as follows: 

Deferred income taxes are recorded to reflect the tax consequences on future years of differences between
the tax bases of assets and liabilities and their financial reporting amounts at each year end.

Fiscal Year Ended Fiscal Six Months Ended Fiscal Year Ended
January 2, 2004 January 3, 2003 December 28, 2001 June 29, 2001

Current: 
Federal $10,225 $ 14,422 $ 186 $ 5,571
State 23 811 979 1,334
Foreign 18,864 8,852 10,850 9,613

Deferred taxes (9,338) (7,423) (7,107) (6)
$19,774 $ 16,662 $ 4,908 $16,512

Fiscal Year Ended Fiscal Six Months Ended Fiscal Year Ended
January 2, 2004 January 3, 2003 December 28, 2001 June 29, 2001

Statutory U.S. federal income tax rate 35.0% 35.0% 35.0% 35.0%
State income taxes, net of federal benefit (1.2) 1.1 5.5 3.4
Effect of foreign operations 6.0 2.5 (10.0) (7.3)
Increase in valuation allowance 6.0 0.0 0.0 0.0
Other (0.8) (2.3) 0.0 2.4
Effective income tax rate 45.0% 36.3% 30.5% 33.5%
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The differences between the tax bases of assets and liabilities and their financial reporting amounts that give
rise to significant portions of deferred income tax liabilities or assets include the following:

The Company has foreign net operating loss carryforwards totaling $236,660 that expire as follows: fiscal
2005 – $29,914; fiscal 2006 – $13,584; fiscal 2007 – $24,798; fiscal 2008 – $32,126; fiscal 2009 and beyond –
$55,227; and, no expiration – $81,011. The Company also has foreign tax credit carryforwards totaling $11,135
that expire as follows: fiscal 2004 – $649; fiscal 2005 – $152; fiscal 2006 – $270; fiscal 2007 – $4,728; and, 
fiscal 2008 – $5,336. The Company also has U.S. federal and state net operating loss carryforwards totaling
$6,325 and $236,152, respectively. The federal carryforward expires in nineteen years, while the state net 
operating loss carryforwards expire in various amounts over one to twenty years. Valuation allowances of
$46,189 and $28,789 as of January 2, 2004 and January 3, 2003, respectively, have been provided for deferred
income tax benefits related to the foreign loss carryforwards and U.S. foreign tax credits that may not be 
realized. The valuation allowance at January 2, 2004, includes $3,993 related to acquired foreign loss 
carryforwards. Any tax benefits subsequently recognized for the acquired foreign loss carryforwards will be 
allocated to reduce goodwill. 

Pretax income from foreign operations was $87,048 and $25,138, for the fiscal years ended January 2, 2004
and January 3, 2003, respectively, $36,357 for the fiscal six months ended December 28, 2001 and $70,311 for
the fiscal year ended June 29, 2001. Federal and state income taxes are provided on international subsidiary
income distributed to or taxable in the U.S. during the year. As of January 2, 2004, federal and state taxes have
not been provided for the repatriation of unremitted earnings of certain foreign subsidiaries, which are considered
to be permanently invested. A determination of the unrecognized deferred tax liability associated with perma-
nently reinvested foreign subsidiary earnings is not practicable.

January 2, 2004 January 3, 2003
Deferred tax assets:

Employee benefits 105,012 $ 77,758 
Inventories 5,168 –
Accrued expenses 46,932 31,111 
Net operating loss carryforwards 98,620 76,518 
Foreign tax credits 13,249 
Other (net) 15,654 1,500 
Valuation allowance (46,189) (28,789)

$238,446 $158,098 

Deferred tax liabilities:
Tangible assets $ 24,460 $ 22,974 
Intangible assets 100,563 50,241
Inventories – 9,389
Other (net) – 98 

$125,023 $ 82,702 
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(16) DEFINED-BENEFIT PLANS

The Company provides retirement and other defined-benefits to its employees worldwide. The retirement 
benefits are provided mainly through pension and other defined-benefit plans. Under the acquisition agreement
with Unilever, the Company has agreed to maintain the employees’ benefit programs for DiverseyLever 
employees joining the Company at their current level for at least three years. Otherwise, the Company reserves
the right to amend or terminate its employee benefit plans at any time. Employees around the world participate
in various local pension and other defined-benefit plans. These plans provide benefits that are generally based on
years of credited service and a percentage of the employee’s eligible compensation, either earned throughout
that service or during the final years of employment. Some smaller plans also provide long-service payments.
Under the constitutions of Unilever’s plans, the Company’s plans will receive transfer payments based on an
equitable distribution of funds in respect of transferring employees. Any shortfall in those payments relative to
the transferring liability, measured using U.S. GAAP at the time of the agreement, will be settled by a cash 
payment from Unilever to the Company. The Company received $23,184 and $43,138 from Unilever in 
settlement of the agreement during the fiscal years ended January 2, 2004 and January 3, 2003, respectively.

Global Defined Benefit Pension Plans 
The following table provides a summary of the changes in the Company’s plans’ benefit obligations, assets 
and funded status during 2003 and 2002, and the amounts recognized in the consolidated balance sheets, in
respect of those countries (“disclosed countries”) where the pension liabilities exceeded a certain threshold
(approximately $5 million).
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Fiscal Year Ended
January 2, 2004 January 3, 2003

North Rest of North Rest of
America Japan World America Japan World

Plans Plans Plans Plans Plans Plans
Change in benefit obligations:

Benefit obligation at beginning 
of period $ 156,744 $ 79,754 $ 309,924 $ 87,573 $ 64,852 $ –

Purchase accounting adjustment 890 206 (75,540) – – –
Service cost 6,389 2,717 17,540 5,132 2,193 10,282
Interest cost 11,419 2,024 11,944 9,347 2,034 9,231 
Plan participant contributions 352 – 1,763 – – 997
Actuarial loss or (gain) 12,983 (4,322) 3,596 1,976 6,430 29,406 
Benefits paid (7,975) (5,709) (6,856) (7,007) (4,911) (1,993)
Gain/(loss) due to  

exchange rate movements 5,775 9,240 44,180 (68) 5,580 32,821
Plan amendments (655) 208 – – – – 
Acquisitions – 2,260 1,491 59,791 3,576 239,532 
Curtailments, settlements and 

special termination benefits – (3,577) 2,104 – – (10,352)
Benefit obligation at end of period $ 185,922 $ 82,801 $ 310,146 $ 156,744 $ 79,754 $ 309,924 

Change in plan assets:
Fair value of plan assets at 

beginning of period $ 105,226 $ 33,389 $ 150,016 $ 63,821 $ 29,582 $ –
Purchase accounting adjustment 1,320 – (47,978) – – –
Actual return on plan assets 16,934 (125) 9,355 (8,908) 160 (19,575)
Employer contribution 19,330 3,758 28,520 8,704 5,016 8,157 
Plan participant contributions 352 – 1,763 – – 997 
Benefits paid (7,975) (4,583) (6,856) (7,007) (4,911) (1,993)
Gain/(loss) due to  

exchange rate movements 3,547 4,114 19,733 (46) 3,542 17,596 
Acquisitions – 1,415 – 48,662 – 150,779 
Settlements – (114) – – – (5,945)
Fair value of plan assets at 

end of period $ 138,734 $ 37,854 $ 154,553 $ 105,226 $ 33,389 $ 150,016

Net amount recognized:
Funded status $ (47,189) $ (44,948) $ (155,592) $ (51,518) $ (46,365) $(159,908)
Employer contributions between 

measurement date and year-end – – – – 191 –
Unrecognized net actuarial loss/(gain) 53,708 36,313 43,387 48,817 38,877 54,278 
Unrecognized prior service cost (369) (341) – 314 (550) –
Unrecognized transition obligation – 1,181 – – 1,317 –
Net amount recognized $ 6,150 $ (7,795) $ (112,205) $ (2,387) $ (6,530) $(105,630)

Net amount recognized in 
consolidated balance sheets 
consists of:

Prepaid benefit cost $ 12,023 $ – $ 1,504 $ 11,034 $ – $ 1,264 
(Accrued) benefit liability (51,387) (44,962) (113,992) (55,170) (43,304) (106,900)
Intangible assets 246 840 – 979 748 –
Accumulated other  

comprehensive income 45,268 36,327 283 40,770 36,026 6
Net amount recognized $ 6,150 $ (7,795) $ (112,205) $ (2,387) $ (6,530) $(105,630)
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The amortization of any prior service cost is determined using a straight-line amortization of the cost over the
average remaining service period of employees expected to receive benefits under the plan.

The Company also has an unfunded supplemental separation pay plan. This plan provides retirement benefits
for employees formerly with SCJ who were hired before 1995. The projected benefit obligation was $7,131 and
$6,972 as of January 2, 2004 and January 3, 2003, respectively, and is included in pension and other postretire-
ment benefits on the consolidated balance sheet. The accumulated benefit obligation was $4,858 and $4,336 as
of January 2, 2004 and January 3, 2003, respectively.

Pension plans with accumulated benefit obligations in excess of plan assets at year end were as follows: 

Fiscal Year Ended
January 2, 2004 January 3, 2003

North Rest of North Rest of
America Japan World America Japan World

Plans Plans Plans Plans Plans Plans
Projected benefit obligation $152,350 $ 82,801 $ 240,973 $139,424 $79,754 $299,122
Accumulated benefit obligation 151,664 79,595 181,160 136,658 74,825 209,417
Fair value of plan assets 109,932 37,854 105,058 91,802 33,389 138,799

Actuarial calculations were computed using the following weighted-average rates:

Fiscal Year Ended
January 2, 2004 January 3, 2003

North Rest of North Rest of
America Japan World America Japan World

Plans Plans Plans Plans Plans Plans
Weighted-average discount rate 6.25% 2.00% 4.81% 6.94% 2.50% 5.04%
Weighted-average rate of increase in 

future compensation levels 3.57% 4.00% 3.01% 4.44% 4.68% 3.15%
Weighted-average expected long-term 

rate of return on plan assets 8.83% 0.00% 6.51% 9.23% 0.28% 6.53%

The components of net periodic benefit cost for the fiscal years ended January 2, 2004 and January 3, 2003, respectively,
the fiscal six months ended December 28, 2001, and the fiscal year ended June 29, 2001 were as follows:

Fiscal Year Ended Fiscal Six Months Ended Fiscal Year Ended
January 2, 2004 January 3, 2003 December 28, 2001 June 29, 2001

North Rest of North Rest of
America Japan World America Japan World U.S. Japan U.S. Japan

Plans Plans Plans Plans Plans Plans Plans Plans Plans Plans
Service cost $ 6,389 $ 2,717 $17,540 $ 5,132 $ 2,193 $ 10,282 $ 2,207 $ 1,031 $ 3,901 $ 2,112 
Interest cost 11,419 2,024 11,943 9,347 2,034 9,231 3,016 1,129 5,973 2,225 
Expected return on plan assets (10,139) – (7,521) (8,769) (83) (7,040) (3,152) (65) (7,375) (113)
Amortization of net loss (gain) 2,331 2,541 1,514 1,459 2,111 – 384 597 72 1,274 
Amortization of transition

obligation (asset) – 240 – 1 224 – – 98 (420) 270 
Amortization of prior service cost 28 (47) – 33 (44) – 19 – 31 –
Effect of curtailments and settlements – 1,015 – – – – – – – –

Net periodic pension cost $10,028 $ 8,490 $23,476 $ 7,203 $ 6,435 $ 12,473 $ 2,474 $ 2,790 $ 2,182 $ 5,768
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U.S. Defined Benefit Pension Plans
The following represents the weighted-average asset allocation by asset category for the Company’s U.S.
defined benefit pension plans:

Employer Contributions
The Company expects to contribute approximately $15,300 to its U.S. defined benefit pension plans during fiscal
year 2004.

Investment Policies & Strategies
A diversified strategic asset allocation that efficiently and prudently generates investment returns that will meet
the objectives of the trust is developed by an asset / liability study for each trust. These studies incorporate spe-
cific plan objectives as well as long-term capital market returns and volatilities. Managers are selected to man-
age assets in given asset class based on their ability to provide returns at or above a passive investment in their
asset class. These managers are evaluated annually on their risk adjusted returns. The actual asset allocations
are monitored and adjusted back toward the strategic target when appropriate. 

Investment guidelines have been developed and provided to the managers. 
A number of philosophical beliefs are inherent in the allocation of fund assets.
Over the long term, equities are expected to outperform fixed income investments. The long-term nature of

the trust makes it well suited to bear the added volatility from equities in exchange for the greater long-term
expected return. Accordingly, the trusts’ asset allocation usually favors a higher allocation to equities versus fixed
income unless circumstances warrant otherwise.

Non-U.S. equities serve to diversify some of the volatility of the U.S. equity market while providing compara-
ble long-term returns. Additionally, Non-U.S. equities expand the investment opportunities of the funds.

Alternative asset classes, such as private equity and real estate, may be utilized for additional diversification
and return potential where appropriate.

Fixed income managers will be afforded the opportunity to invest in essentially all sectors of the fixed income
market albeit restricted in some instances by investment guidelines to limit exposure to the more volatile security
sectors.

Long-Term Rate of Return Assumptions
The expected long-term rate of return on assets assumption was chosen from the range of likely results of com-
pound average annual returns over a long-term time horizon. Historical returns are volatilities are modeled to
determine the final asset allocations that best meet the objectives of asset / liability studies. These asset alloca-
tions, when viewed over a long-term historical view of the capital markets, yield an expected return on assets in
excess of a 9% return.

Additional Information
On the measurement date, October 31, 2003, the allocation of trust assets to cash equivalents was higher than
target due to recent trust merger activities and a pending evaluation of the asset allocation by a new investment
consultant.

Asset Class Allocation(1) Target
Non-U.S. equities 9.9% 8 – 12% 
U.S. equities 40.9% 40 – 44%
U.S. fixed income 36.7% 38 – 42%
Real estate 3.0% 2 – 6%
Private equity 1.1% 0 – 2%
Cash equivalents 8.4% 0 – 5%

(1) Asset allocations are as of October 31, 2003.

JohnsonDiversey, Inc. 2003 Annual Report



51

(17) OTHER POST-EMPLOYMENT BENEFITS
In addition to providing pension benefits, the Company provides for a portion of healthcare, dental, vision and life
insurance benefits for certain retired employees. Covered employees retiring from the Company on or after
attaining age 50 who have rendered at least ten years of service to the Company are entitled to post-retirement
healthcare, dental and life insurance benefits. These benefits are subject to deductibles, co-payment provisions
and other limitations. Contributions made by the Company are equivalent to benefits paid. The Company may
change or terminate the benefits at any time. The Company has elected to amortize the transition obligation over
a 20-year period. In connection with the change in the Company’s fiscal year end to the Friday nearest
December 31, the Company changed the measurement date of the post-retirement plan. The plan’s adjustment
to post-retirement expense will be recorded prospectively over the balance of the fiscal year. The status of these
plans, including a reconciliation of benefit obligations, a reconciliation of plan assets and the funded status of the
plans follows: 

The accumulated post-retirement benefit obligations were determined using a weighted-average discount
rate of 6.19% and 6.91% at January 2, 2004 and January 3, 2003, respectively. The components of net periodic
benefit cost for the fiscal years ended January 2, 2004 and January 3, 2003, respectively, the fiscal six months
ended December 28, 2001, and the fiscal year ended June 29, 2001 were as follows:

Fiscal Year Ended
January 2, 2004 January 3, 2003

Change in benefit obligations:
Benefit obligation at beginning of period $ 64,814 $ 42,848
Purchase accounting adjustment 1,549 –
Service cost 2,966 2,183
Interest cost 4,910 3,992
Actuarial loss (gain) 9,199 (211)
Benefits paid (4,774) (1,369)
Loss due to exchange rate movements 1,047 376
Plan amendments (3,360) –
Acquisitions 336 16,995
Benefit obligation at end of period $ 76,687 $ 64,814

Change in plan assets:
Fair value of plan assets at beginning of period $ – $ –
Actual return on plan assets – –
Employer contribution 4,639 297
Plan participants contribution 135 –
Benefits paid (4,774) (297)
Fair value of plan assets at end of period $ – $ – 

Net amount recognized:
Funded status $(76,687) $(64,814)
Employer contributions between measurement date and year-end 151 –
Unrecognized transition obligation 2,581 7,216
Unrecognized net actuarial loss 18,208 9,449
Unrecognized prior service cost 553 –
Accrued benefit costs $ (55,194) $(48,149)
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For the fiscal year ended January 2, 2004, healthcare cost trend rates were assumed to be in a range of 2%
to 3% for international plans and a range of 7% to 9% downgrading to 5% by 2008 for domestic plans. For the
fiscal year ended January 3, 2003, healthcare cost trend rates were assumed to be in a range of 2% to 3% for
international plans and a range of 8% to 10% downgrading to 5% by 2008 for domestic plans. The assumed
healthcare cost trend rate has a significant effect on the amounts reported for the healthcare plans. A one per-
centage point change on assumed healthcare cost trend rates would have the following effect for the fiscal year
ended January 2, 2004:

(18) OTHER EMPLOYEE BENEFIT PLANS

The Company has a discretionary profit-sharing plan covering certain employees. Under the plan, the Company
expensed $16,656 and $19,411 for the fiscal years ended January 2, 2004 and January 3, 2003, respectively,
$9,287 for the fiscal six months ended December 28, 2001, and $23,224 for the fiscal year ended June 29,
2001.

The Company has various defined contribution benefit plans which cover certain employees. Participants can
make voluntary contributions in accordance with the provisions of their respective plan, which includes a 40l(k)
tax-deferred option. The Company accrued $4,656 and $3,611 for matching contributions during the fiscal years
ended January 2, 2004 and January 3, 2003, respectively. In addition, the Company contributed $1,266 and
$2,314 to the DiverseyLever, Inc. Retirement Plan, a defined contribution plan for former DiverseyLever employ-
ees, for the fiscal years ended January 2, 2004 and January 3, 2003, respectively.

(19) FAIR VALUE OF FINANCIAL INSTRUMENTS

The book values and estimated fair values of financial instruments are reflected below: 

The fair values of long-term borrowings were estimated using quoted market prices. Short-term borrowings,
which are at current market rates, approximate fair value.

Fiscal Year Ended Fiscal Six Months Ended Fiscal Year Ended
January 2, 2004 January 3, 2003 December 28, 2001 June 29, 2001

Service cost $2,966 $2,183 $ 755 $1,179
Interest cost 4,910 3,992 1,236 1,824
Amortization of net (gain)/loss 332 380 – (84)
Amortization of transition obligation 722 722 361 722

Net periodic benefit cost $8,930 $7,277 $2,352 $ 3,641

One Percentage One Percentage
Point Increase Point Decrease

Effect on total of service and interest cost components $ 1,693 $(1,306)
Effect on post-retirement benefit obligation 12,408 5,421

January 2, 2004 January 3, 2003
Book Value Fair Value Book Value Fair Value

Short-term borrowings and current
portion of long term debt $ 152,040 $ 152,040 $ 126,025 $ 126,025 

Long-term borrowings 1,338,622 1,405,910 1,348,270 1,364,264
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(20) STOCK-BASED COMPENSATION

The Company has a Long-Term Incentive Plan (the “Plan”) that provides for the right to purchase stock of Holdco
for certain senior management of the Company. Prior to July 1, 2001, the Plan provided for the award of one
share of restricted stock and one stock option for every four shares purchased. Shares are acquired at a formula
value, which is an estimation of fair value by the Company based on overall Holdco performance. All restricted
shares vest over a three-to-four year period from the grant date and have an exercise period of ten years from
the date of grant. Stock options have an exercise term of ten years from the date of grant. Also, employees that
remain with the Company for four years after spin-off are granted debt forgiveness of at least 50% of the 
purchase price of the stock. For the fiscal year ended June 29, 2001, 18,222 shares of restricted stock and
1,302 options were issued under the Plan. Further, the board of directors approved discretionary stock options to
certain employees under the Plan. For the fiscal year ended June 29, 2001, total discretionary stock options
issued under the plan were 29,295.

Subsequent to June 30, 2001, the Plan was modified so that all awards granted under the Plan were stock
option grants. Newly issued stock options vest over four years and have an exercise period of seven years from
the date of grant. Options issued under the modified plan were 161,712, none and 39,836 for the periods ended
January 2, 2004, January 3, 2003 and December 28, 2001, respectively. Further, the board of directors approved
discretionary stock options to certain employees under the modified plan. Discretionary stock options issued
under the Plan were 24,725, none and 9,850 for the periods ended January 2, 2004, January 3, 2003 and
December 28, 2001, respectively.

The board of directors approved the grant of 15,750 and 11,200 restricted shares of Holdco stock to certain
officers of the Company during the fiscal six months ended December 28, 2001, and the fiscal year ended June
29, 2001, respectively. These shares vest on the sooner of the Company achieving certain identified perform-
ance criteria or 10 years from the date of grant and continuous employment.

The Company conducted an equity offering (“First Supplemental Sale”) of shares of Holdco stock to senior
management and directors in November 2001. Restricted shares of stock were granted in conjunction with the
First Supplemental Sale at the rate of one restricted share for every two shares purchased. Restricted shares
issued under the First Supplemental Sale were 7,088 for the fiscal six months ended December 28, 2001. The
restricted shares issued were valued at the stockholder valuation date nearest the grant date and vest over four
years. 

The Company conducted an equity offering (“Second Supplemental Sale”) of shares of Holdco stock to sen-
ior management and directors in March 2003. Restricted shares of stock were granted in conjunction with the
Second Supplemental Sale at the rate of three restricted shares for every five shares purchased. Restricted
shares issued under the Second Supplemental Sale were 8,496 for the fiscal year ended January 2, 2004. The
restricted shares issued were valued at the stockholder valuation date nearest the grant date and vest over two
years. 

Compensation expense recorded by the Company related to restricted stock and debt forgiveness was
$1,449 and $1,865 for the fiscal years ended January 2, 2004 and January 3, 2003, respectively, $445 for the
fiscal six months ended December 28, 2001, and $674 for the fiscal year ended June 29, 2001.
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A summary of stock option activity and average exercise price is as follows: 

Information related to stock options outstanding and stock options exercisable as of January 2, 2004, is as 
follows: 

Options held by employees that were exercisable at January 2, 2004, were 37,021. The weighted-average
exercise price for options exercisable at January 2, 2004 was $83.74.

Weighted-Average
Number of Shares Exercise Price

Shares under option at June 30, 2000 40,402 $ 82.63
Options granted 36,997 114.16
Options lapsed or surrendered (143) 99.39
Options exercised (126) 97.39

Shares under option at June 29, 2001 77,130 97.74
Options granted 49,686 136.05
Options lapsed or surrendered (260) 103.97

Shares under option at December 28, 2001 126,556 112.74
Options granted – –
Options lapsed or surrendered – –
Options exercised (1,814) 83.52

Shares under option at January 3, 2003 124,742 113.17
Options granted 186,437 111.22
Options lapsed or surrendered (4,748) 121.92
Options exercised (2,326) 84.79

Shares under option at January 2, 2004 304,105 $112.05

Weighted-Average
Weighted-Average Number of Shares Remaining Contractual Life

Price Range (1) Outstanding                        Exercisable (in Years)
$ 82.63 35,867 35,867 6

114.16 36,175 289 7
136.05 47,268 320 5
106.93 87,578 360 6
115.07 97,217 185 7

304,105 37,021 6

(1) Outstanding and exercisable.
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(21) LEASE COMMITMENTS

The Company leases certain plant, office and warehouse space as well as machinery, vehicles, data processing
and other equipment under long-term, noncancelable operating leases. Certain of the leases have renewal
options at reduced rates and provisions requiring us to pay maintenance, property taxes and insurance.
Generally, all rental payments are fixed. The Company’s assets and obligations under capital lease arrangements
are not significant. At January 2, 2004, the future payments for all operating leases with remaining lease terms
in excess of one year, and excluding maintenance, taxes and insurance, in each of the next five fiscal years and
thereafter were as follows: 

Total rent expense under all leases was $64,666 and $44,527 for the fiscal years ended January 2, 2004
and January 3, 2003, respectively, $13,947 for the fiscal six months ended December 28, 2001, and $28,472 for
the fiscal year ended June 29, 2001.

(22) RELATED-PARTY TRANSACTIONS

The Company purchases certain raw materials and products from SCJ, which, like the Company, is majority-
owned by the descendants of Samuel Curtis Johnson. Total inventory purchased from SCJ was $26,981 and
$31,340 for the fiscal years ended January 2, 2004 and January 3, 2003, respectively, $17,200 for the fiscal six
months ended December 28, 2001, and $35,500 for the fiscal year ended June 29, 2001.

SCJ also provides certain administrative, business support and general services, such as accounting, payroll
and shared facility services to the Company. In addition, the Company leases certain facilities from SCJ. Charges
for these services and leases totaled $33,398 and $35,523 for the fiscal years ended January 2, 2004 and
January 3, 2003, respectively, $18,600 for the fiscal six months ended December 28, 2001, and $38,900 for the
fiscal year ended June 29, 2001. Of these amounts $11,470 and $10,836 for the fiscal years ended January 2,
2004 and January 3, 2003, respectively, $4,424 for the fiscal six months ended December 28, 2001, and $8,016
for the fiscal year ended June 29, 2001 represent amounts paid to reimburse SCJ for payroll, benefit and other
costs paid by SCJ on behalf of the Company.

The Company licenses the use of certain trade names, housemarks and brand names from SCJ. Payments
to SCJ under the license agreements governing the names and marks totaled $4,083 and $2,649 for the fiscal
years ended January 2, 2004 and January 3, 2003, respectively, $1,400 for the fiscal six months ended
December 28, 2001, and $3,000 for the fiscal year ended June 29, 2001.

SCJ purchases certain raw materials and products from the Company. Total inventory purchased by SCJ
from the Company was $23,946 and $24,709 for the fiscal years ended January 2, 2004 and January 3, 2003,
respectively, $14,400 for the fiscal six months ended December 28, 2001, and $23,400 and for the fiscal year
ended June 29, 2001.

The Company has a banking relationship with the Johnson Financial Group, which is majority-owned by the
descendants of Samuel Curtis Johnson. Service fees paid to the Johnson Financial Group totaled $104 and $45,
for the fiscal years ended January 2, 2004 and January 3, 2003, respectively. There have been no loans out-
standing with Johnson Financial Group for the fiscal years ended January 2, 2004 and January 3, 2003.

The Company leases its North American headquarters building from Willow Holdings, Inc., which is con-
trolled by the descendants of Samuel Curtis Johnson. The Company’s operating lease costs were $766 and
$301 for the fiscal years ended January 2, 2004 and January 3, 2003, respectively.

Year
2004 $ 55,988
2005 46,968
2006. 35,693
2007 22,405
2008 20,251
Thereafter 19,284

$ 200,589 
JohnsonDiversey, Inc. 2003 Annual Report



56

Several of the Company’s employees are indebted to the Company in connection with their purchases of
shares of class C common stock of Holdco (see Note 24). These loans were outstanding in the amount of
$1,687 and $3,493, net of the forgiven portion, as of January 2, 2004 and January 3, 2003, respectively.

On May 3, 2002, in connection with the acquisition of the DiverseyLever business from Unilever, the
Company entered into a sales agency agreement, a transitional services agreement and a dispensed products
license agreement with Unilever. The sales agency agreement terminates on May 2, 2007. Payments from
Unilever under the sales agency agreement totaled $86,808 and $54,286, for the fiscal years ended January 2,
2004 and January 3, 2003, respectively.

Under the dispensed products license agreement, Unilever has granted the Company a license to use certain
intellectual property relating to the products the Company sells for use in certain personal care product dispens-
ing systems. The dispensed products license agreement expires on May 2, 2007, and automatically renews for
successive one-year periods unless terminated by either party under certain circumstances. Payments to
Unilever under the dispensed products license agreement totaled $959 and $336, for the fiscal years ended
January 2, 2004 and January 3, 2003, respectively.

Under the transitional services agreement, Unilever provides the Company with a wide range of support
services that are intended to ensure the smooth transition of the DiverseyLever business from Unilever to the
Company. Unilever will provide most services for no more than 24 months. Under the transitional services agree-
ment, Unilever provided most services until May 2, 2003. Accordingly, most of the services under the transitional
services agreement have been terminated. Payments to Unilever under the transitional services agreement
totaled $9,548 and $12,219, for the fiscal years ended January 2, 2004 and January 3, 2003, respectively.

During the fiscal years ended January 2, 2004 and January 3, 2003, the Company reimbursed Unilever
$5,028 and $2,842, respectively, for payroll and benefit-related costs paid by Unilever on behalf of the Company.

The Company purchases certain raw materials and products from Unilever, acts as a co-packer for Unilever
and also sells certain finished goods to Unilever as a customer. Total purchases of inventory by the Company
from Unilever were $67,751 and $40,185, respectively, for the fiscal years ended January 2, 2004 and January
3, 2003. Total sales of finished product by the Company to Unilever were $43,565 and $16,915, for the fiscal
years ended January 2, 2004 and January 3, 2003, respectively.

The Company recognized interest income of $5,290 and $1,452 for the fiscal years ended January 2, 2004
and January 3, 2003, respectively, related to certain long-term acquisition related receivables from Unilever. The
Company received $925 and $35 during the fiscal years ended January 2, 2004 and January 3, 2003, respective-
ly, in partial settlement of the interest due.

Related-party receivables and payables at January 2, 2004 and January 3, 2003, consist of the following:

January 2, 2004 January 3, 2003
Included in accounts receivable – Related parties:

Receivable from Holdco $ 2,137 $1,924
Receivable from JDHI 1,439 –
Receivable from SCJ 2,365 3,969
Receivable from Unilever 22,544 37,676
Short-term acquisition-related receivable from Unilever 480 37,353

Long-term acquisition-related receivable from Unilever 87,663 72,475

Included in accounts payable – Related parties:
Payable to SCJ 3,929 4,755
Payable to Unilever 58,247 93,341
Payable to other related parties 170 –
Short-term acquisition-related payable to Unilever – 12,318

Long-term acquisition-related payables to Unilever 27,790 11,750

Long-term payable to other related parties 519 –

Included in equity:
Notes receivable from employees 1,687 3,493
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(23) OTHER COMPREHENSIVE INCOME

Components of accumulated other comprehensive income (loss) are disclosed, net of tax, in the consolidated
statements of stockholders’ equity. The following table reflects the gross other comprehensive income (loss) and
related income tax (expense) benefit. 

(24) STOCKHOLDERS’ EQUITY

In connection with the acquisition of the DiverseyLever business, Holdings made cash ($385,782) and noncash
($201,900) capital contributions to the Company during fiscal year 2002, which were recorded as additional
paid-in capital. 

The Class A 8% Cumulative Preferred Stock and the Class B 8% Cumulative Preferred Stock of the Company
were both redeemed by the Company at par value on June 3, 2002 for $50. Holdings, the holder of the preferred
stock, contributed the proceeds back to the Company. This amount is in addition to the equity contributions 
discussed above. 

During calendar years 1999 and 2000, the Company received notes from several of its executive officers in
connection with their purchases of shares of Class C common stock of Holdco, which currently owns two-thirds
of the equity interests of Holdings, the Company’s parent. A minimum of 50% of the balance due on the notes is
being forgiven over a four-year vesting period. The notes were recorded by Holdco with an increase to equity
and the Company recorded a charge for the amortization of the amount to be forgiven over the vesting period,
with a corresponding payable to Holdco.

In connection with the acquisition of the DiverseyLever business in May 2002, and related financings, the
senior discount notes were recorded by the Company and the Company’s liability to Holdco was reclassified as
an offset to the carrying value of the senior discount notes. The carrying value of the senior discount notes has
been classified as a contra-equity account.

Fiscal Year Ended
January 2, 2004 January 3, 2003

Foreign currency translation adjustments:
Balance at beginning of year $ 64,808 $ 12,931
Foreign currency translation adjustments 140,503 51,877
Tax effect of current period settlement of permanently invested loans 4,546 –
Balance at end of year 209,857 64,808

Adjustment to minimum pension liability:
Balance at beginning of year (46,033) (30,148)
Adjustments to minimum pension liability (5,076) (28,225)
Tax effect of current period changes 1,881 12,340
Balance at end of year (49,228) (46,033)

Unrealized gains (losses) on derivatives:
Balance at beginning of year (17,513) (1,375)
Gains (losses) in fair value of derivatives 1,264 (35,860)
Reclassification of gains (losses) realized in net income 1,580 9,913
Tax effect of current period changes (559) 9,809
Balance at end of year (15,228) (17,513)

Total accumulated other comprehensive income, net $145,401 $ 1,262
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(25) CONTINGENCIES

The Company is subject to various legal actions and proceedings in the normal course of business. Although liti-
gation is subject to many uncertainties and the ultimate exposure with respect to these matters cannot be
ascertained, the Company does not believe the final outcome of any current litigation will have a material effect
on the Company’s financial position, results of operations or cash flows.

The Company has purchase commitments for materials, supplies, and property, plant and equipment inciden-
tal to the ordinary conduct of business. In the aggregate, such commitments are not in excess of current market
prices. Additionally, the Company normally commits to some level of marketing related expenditures that extend
beyond the fiscal year. These marketing expenses are necessary in order to maintain a normal course of business
and the risk associated with them is limited. It is not expected that these commitments will have a material
effect on the Company’s financial position, results of operations or cash flows.

The Company maintains environmental reserves for remediation and monitoring expenses at two of its
domestic facilities. While the ultimate exposure at these sites continues to be evaluated, the Company does not
anticipate a material effect on its financial position or results of operations.

In connection with the acquisition of the DiverseyLever business, the Company conducted environmental
assessments and investigations at DiverseyLever facilities in various countries. These investigations disclosed the
likelihood of soil and/or groundwater contamination, or potential environmental regulatory matters. The Company
continues to evaluate the nature and extent of the identified contamination and is preparing plans to address the
contamination. An estimate of costs has been made based on the expected extent of contamination and the
expected likelihood of recovery for some of these costs from Unilever under the purchase agreement. Based on
the estimate process, the Company recorded a liability of $10,100 during fiscal year 2002 and increased the lia-
bility to $11,800 during fiscal year 2003. To the extent that contamination is determined to be in violation of local
environmental laws, the Company intends to seek recovery from Unilever under indemnification clauses con-
tained in the purchase agreement. 

In connection with the acquisition of DiverseyLever, Holdings entered into a stockholders’ agreement with its
stockholders, Holdco and Marga B.V. Under the stockholders’ agreement, at any time after May 3, 2007,
Holdings has the option to purchase, and Unilever has the right to require Holdings to purchase, the shares of
Holdings then beneficially owned by Unilever. If, after May 3, 2010, Holdings is unable to fulfill its obligations in
connection with the put option, Unilever may require Holdings to take certain actions, including selling certain
assets of the Company. 

Under the stockholders’ agreement, Holdings may be required to make payments to Unilever in each year
from 2007 through 2010 so long as Unilever continues to beneficially own 5% or more of Holdings’ outstanding
shares. The amount of each payment will be equal to 25% of the amount by which the cumulative cash flows of
Holdings and its subsidiaries, on a consolidated basis, for the period from the closing of the acquisition through
the end of the fiscal year preceding the payment (not including any cash flow with respect to which Unilever
received payment in a prior year), exceeds $727,500 in 2006, $975,000 in 2007, $1,200,000 in 2008 or
$1,425,000 in 2009. The aggregate amount of these payments cannot exceed $100,000. Payment of these
amounts, which may be funded with cash flows generated by the Company, is subject to compliance with the
agreements relating to Holdings and the Company’s senior indebtedness including, without limitation, the senior
secured credit facilities, the senior subordinated notes and the Senior Discount Notes of Holdings. 

(26) SEGMENT INFORMATION

Information regarding the Company’s operating segments is shown below. Each segment is individually managed
with separate operating results that are reviewed regularly by the executive management. Each segment’s
accounting policies are consistent with those used by the Company. The operating segments are: 

Professional–The Professional Business is a global manufacturer of commercial, industrial and institutional 
cleaning and sanitation products. In addition, the Professional Business provides services to customers including
pest control, hood and duct cleaning, facility maintenance, and warewashing. 

Polymer–The Polymer Business is a global manufacturer of polymer intermediates marketed to the printing 
and packaging, coatings, and plastics industries. The Polymer Business sells products to the Professional
Business, all of which are eliminated in consolidation.
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The following table represents operating segment information:

Fiscal Year Ended January 2, 2004
Professional Polymer Eliminations/Other Total Company

Net sales $2,681,283 $285,101 $(18,612) $2,947,772
Operating profit 121,862 36,928 – 158,790
Total assets 3,538,526 208,288 (81,487) 3,665,327
Goodwill, net 1,223,316 743 – 1,224,059
Depreciation and amortization 150,364 9,099 – 159,463
Capital expenditures, excluding capitalized

computer software 94,371 4,469 – 98,840
Interest expense 131,337 752 (717) 131,372
Interest income 6,784 1,002 (717) 7,069

Fiscal Year Ended January 3, 2003
Professional Polymer Eliminations/Other Total Company

Net sales $1,951,458 $263,489 $(18,552) $2,196,395
Operating profit 70,736 30,664 – 101,400
Total assets 3,255,084 174,843 (46,542) 3,383,385
Goodwill, net 1,131,789 540 – 1,132,329
Depreciation and amortization 100,952 8,396 – 109,348
Capital expenditures, excluding capitalized

computer software 65,704 8,278 – 73,982
Interest expense 90,689 1,094 (1,347) 90,436
Interest income 6,635 652 (1,347) 5,940

Fiscal Six Months Ended December 28, 2001
Professional Polymer Eliminations/Other Total Company

Net sales $ 437,407 $120,941 $ (9,369) $ 548,979
Operating profit 15,696 12,005 (2,535) 25,166
Total assets 764,698 147,155 14,431 926,284
Goodwill, net 271,765 193 – 271,958
Depreciation and amortization 12,808 3,849 1,502 18,159
Capital expenditures, excluding capitalized

computer software 13,401 2,434 89 15,924
Interest expense 12,694 857 (6,299) 7,252
Interest income 351 641 (685) 307

Fiscal Year Ended June 29, 2001
Professional Polymer Eliminations/Other Total Company

Net sales $ 912,616 $240,450 $(20,233) $1,132,833
Operating profit 51,865 16,710 (3,606) 64,969
Total assets 761,134 142,537 9,877 913,548
Goodwill, net 272,795 – – 272,795
Depreciation and amortization 38,497 8,153 3,099 49,749
Capital expenditures, excluding capitalized

computer software 22,084 4,045 1,376 27,505
Interest expense 24,512 2,818 (8,079) 19,251
Interest income 1,301 1,842 (2,150) 993
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Pertinent financial data by geographical location is as follows:

(27) SUBSIDIARY GUARANTORS OF SENIOR SUBORDINATED NOTES

The Senior Subordinated Notes are guaranteed by certain of the Company’s wholly owned subsidiaries (the
“Guarantor Subsidiaries”). Such guarantees are full and unconditional, to the extent allowed by law, and joint and
several. Separate financial statements of the Guarantor Subsidiaries are not presented because the guarantors
are unconditionally, jointly and severally liable under the guarantees, and we believe such separate statements or
disclosures would not be useful to investors. The following supplemental financial information sets forth, on an
unconsolidated basis, statements of income, balance sheets and statements of cash flows information for the
Company (“Parent Company”), for the Guarantor Subsidiaries and for the Company’s non-guarantor subsidiaries
(the “Non-guarantor Subsidiaries”), each of which were determined on a combined basis with the exception of
eliminating investments in combined subsidiaries and certain reclassifications, which are eliminated at the 
consolidated level. The supplemental financial information reflects the investments of the Company in the
Guarantor Subsidiaries and Non-guarantor Subsidiaries using the equity method of accounting. 

North Eliminations/ Total
America Europe Japan Americas Asia Pacific Other Company

Net sales:
Fiscal year ended

January 2, 2004 $1,012,390 $1,376,416 $278,614 $128,253 $170,711 $(18,612) $2,947,772
Fiscal year ended

January 3, 2003 884,075 860,191 239,303 103,875 127,503 (18,552) 2,196,395
Fiscal six months ended

December 28, 2001 282,780 101,055 114,577 28,583 33,925 (11,941) 548,979
Fiscal year ended

June 29, 2001 590,220 198,713 236,343 64,323 63,846 (20,612) 1,132,833

Long-lived assets:
January 2, 2004 852,076 1,130,104 195,083 89,861 84,562 – 2,351,686
January 3, 2003 843,158 1,009,388 176,596 77,641 69,413 – 2,176,196

JohnsonDiversey, Inc. 2003 Annual Report



61

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS FOR THE FISCAL YEAR ENDED
JANUARY 2, 2004:

Parent Guarantor Non-guarantor Consolidating 
Company Subsidiaries Subsidiaries Adjustments Consolidated

Net product and service sales $637,276 $361,882 $2,004,010 $(142,204) $2,860,964 
Sales agency fee income 7,139 116 79,553 – 86,808

644,415 361,998 2,083,563 (142,204) 2,947,772 
Cost of sales 361,047 244,374 1,152,806 (142,196) 1,616,031 

Gross profit 283,368 117,624 930,757 (8) 1,331,741 
Marketing, administrative 

and general expenses 308,118 67,309 709,481 – 1,084,908 
Research and development 28,437 11,928 34,759 – 75,124 
Restructuring expense 1,089 – 11,830 – 12,919 

Operating profit (54,276) 38,387 174,687 (8) 158,790 
Other expense (income):

Interest expense 115,601 935 100,272 (85,436) 131,372 
Interest income (31,026) (55,214) (6,265) 85,436 (7,069)
Other (income) expense, net (132,265) (4,410) (8,389) 135,374 (9,690)

Income before taxes (6,586) 97,076 89,069 (135,382) 44,177 
Provision for income taxes (30,989) 22,286 28,477 – 19,774 

Income before minority interests 24,403 74,790 60,592 (135,382) 24,403 
Minority interests in  

net income of subsidiaries – – 262 – 262 
Net income $ 24,403 $ 74,790 $ 60,330 $(135,382) $ 24,141 

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS FOR THE FISCAL YEAR ENDED
JANUARY 3, 2003:

Parent Guarantor Non-guarantor Consolidating 
Company Subsidiaries Subsidiaries Adjustments Consolidated

Net product and service sales $505,604 $366,671 $1,345,797 $ (75,963) $2,142,109 
Sales agency fee income 4,947 109 49,230 – 54,286 

510,551 366,780 1,395,027 (75,963) 2,196,395 
Cost of sales 280,426 236,976 768,239 (75,963) 1,209,678 

Gross profit 230,125 129,804 626,788 – 986,717 
Marketing, administrative and 

general expenses 221,822 71,496 513,895 (5,905) 801,308 
Research and development 17,020 12,413 34,930 – 64,363 
Restructuring expense 8,794 – 10,852 – 19,646 

Operating profit (17,511) 45,895 67,111 5,905 101,400 

Other expense (income):
Interest expense 76,674 2,728 66,140 (55,106) 90,436 
Interest income (21,143) (36,092) (3,811) 55,106 (5,940)
Other (income) expense, net (92,555) (9,826) (10,390) 83,760 (29,011)

Income before taxes 19,513 89,085 15,172 (77,855) 45,915 
Provision for income taxes (9,740) 24,168 2,234 – 16,662

Income before minority interests 29,253 64,917 12,938 (77,855) 29,253 
Minority interests in 

net loss of subsidiaries – – (315) – (315)
Net income $ 29,253 $ 64,917 $ 13,253 $ (77,855) $ 29,568
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CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS FOR THE FISCAL SIX MONTHS ENDED
DECEMBER 28, 2001:

Parent Guarantor Non-guarantor Consolidating 
Company Subsidiaries Subsidiaries Adjustments Consolidated

Net sales $115,884 $161,931 $ 280,847 $ (9,683) $548,979 
Cost of sales 48,990 95,530 141,945 (9,683) 276,782 

Gross profit 66,894 66,401 138,902 – 272,197 
Marketing, administrative and 

general expenses 66,975 46,700 114,770 – 228,445 
Research and development 6,874 7,615 4,097 – 18,586 

Operating profit (6,955) 12,086 20,035 – 25,166 
Other expense (income):

Interest expense 6,622 4,484 4,722 (8,576) 7,252
Interest income (77) (7,601) (1,205) 8,576 (307)
Other (income) expense, net (29,643) 1,497 1,728 28,559 2,141 

Income before taxes 16,143 13,706 14,790 (28,559) 16,080 
Provision for income taxes 4,908 4,372 4,718 (9,090) 4,908 

Income before minority interests 11,235 9,334 10,072 (19,469) 11,172 
Minority interests in  

net income of subsidiaries – – 25 – 25
Net income $ 11,235 $ 9,334 $ 10,047 $(19,469) $ 11,147 

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS FOR THE FISCAL YEAR ENDED 
JUNE 29, 2001:

Parent Guarantor Non-guarantor Consolidating 
Company Subsidiaries Subsidiaries Adjustments Consolidated

Net sales $253,275 $335,225 $ 565,083 $ (20,750) $1,132,833 
Cost of sales 92,400 204,455 281,329 (20,750) 557,434 

Gross profit 160,875 130,770 283,754 – 575,399 
Marketing, administrative and 

general expenses 139,309 97,944 234,535 – 471,788 
Research and development 14,616 15,541 8,485 – 38,642

Operating profit 6,950 17,285 40,734 – 64,969 
Other expense (income):

Interest expense 17,265 12,778 7,779 (18,571) 19,251 
Interest income (9,099) (9,125) (1,340) 18,571 (993)
Other (income) expense, net (50,572) 671 (4,534) 51,790 (2,645)

Income before taxes 49,356 12,961 38,829 (51,790) 49,356 
Provision for income taxes 16,512 4,342 13,007 (17,349) 16,512 

Income before minority interests 32,844 8,619 25,822 (34,441) 32,844 
Minority interests in  

net income of subsidiaries – – 237 – 237 
Net income $ 32,844 $ 8,619 $ 25,585 $ (34,441) $ 32,607 
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CONDENSED CONSOLIDATING BALANCE SHEET AT JANUARY 2, 2004:
Parent Guarantor Non-guarantor Consolidating 

Assets Company Subsidiaries Subsidiaries Adjustments Consolidated
Current assets:

Cash and cash equivalents $ – $ 1,187 $ 23,356 $ – $ 24,543 
Accounts receivable 14,670 10,947 622,339 – 647,956 
Intercompany receivables 192,040 355,876 31,216 (579,132) –
Inventories 34,232 29,526 199,695 (56) 263,397 
Other current assets 31,909 7,555 81,004 (2,375) 118,093 

Total current assets 272,851 405,091 957,610 (581,563) 1,053,989 
Property, plant and equipment, net 153,734 47,016 394,733 – 595,483 
Capitalized software, net 93,857 3,856 10,234 – 107,947 
Goodwill and other intangibles, net 131,010 199,848 1,291,808 20,015 1,642,681 
Deferred income taxes 80,503 – 12,755 – 93,258 
Intercompany advances 439,591 586,976 33,033 (1,059,600) –
Other assets 141,468 1,794 28,709 (2) 171,969 
Investments in subsidiaries 1,591,819 35,978 – (1,627,797) –

Total assets $ 2,904,833 $ 1,280,559 $2,728,882 $ (3,248,947) $ 3,665,327 

Liabilities and stockholders’ equity
Current liabilities:

Short-term borrowings $ – $ – $ 124,228 $ – $ 124,228 
Current portion of long-term debt 21,810 – 6,002 – 27,812 
Accounts payable 60,043 19,556 280,949 – 360,548 
Intercompany payables 473,782 10,587 95,404 (579,773) –
Accrued expenses 163,050 24,287 256,944 (8,507) 435,774 

Total current liabilities 718,685 54,430 763,527 (588,280) 948,362 
Intercompany note payable – 167,757 891,845 (1,059,602) –
Long-term borrowings 1,070,262 – 268,360 – 1,338,622 
Other liabilities 120,991 34,642 226,909 906 383,448 

Total liabilities 1,909,938 256,829 2,150,641 (1,646,976) 2,670,432 
Stockholders’ equity 994,895 1,023,730 578,241 (1,601,971) 994,895 

Total liabilities and equity $ 2,904,833 $ 1,280,559 $ 2,728,882 $ (3,248,947) $ 3,665,327 
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CONDENSED CONSOLIDATING BALANCE SHEET AT JANUARY 3, 2003:
Parent Guarantor Non-guarantor Consolidating 

Assets Company Subsidiaries Subsidiaries Adjustments Consolidated
Current assets:

Cash and cash equivalents $ 4,301 $ 6,282 $ 48,689 $ – $ 59,272 
Accounts receivable 43,705 17,856 483,104 – 544,665 
Intercompany receivables 175,866 164,877 12,713 (353,456) –
Inventories 38,350 36,848 187,279 (1,494) 260,983
Other current assets 28,925 10,838 87,661 – 127,424

Total current assets 291,147 236,701 819,446 (354,950) 992,344
Property, plant and equipment, net 170,044 61,687 330,104 – 561,835
Capitalized software, net 56,290 4,831 18,222 – 79,343
Goodwill and other intangibles, net 152,247 207,973 1,149,306 10,756 1,520,282
Deferred income taxes 23,261 1,125 13,267 – 37,653
Intercompany advances 243,817 562,487 – (806,304) –
Other assets 120,441 6,123 66,462 (1,098) 191,928
Investments in subsidiaries 1,442,427 45,668 – (1,488,095) –

Total assets $ 2,499,674 $ 1,126,595 $ 2,396,807 $ (2,639,691) $ 3,383,385 

Liabilities and stockholders’ equity
Current liabilities:

Short-term borrowings $ 32,700 $ – $ 35,419 $ – $ 68,119 
Current portion of long-term debt 48,005 – 9,901 – 57,906 
Accounts payable 62,158 18,110 248,293 – 328,561 
Intercompany payables 182,767 10,162 163,605 (356,534) –
Accrued expenses 107,268 52,764 222,767 (66) 382,733 

Total current liabilities 432,898 81,036 679,985 (356,600) 837,319 
Intercompany note payable – 2,868 806,687 (809,555) –
Long-term borrowings 1,100,193 – 248,077 – 1,348,270 
Other liabilities 133,550 26,969 204,207 37 364,763 

Total liabilities 1,666,641 110,873 1,938,956 (1,166,118) 2,550,352 
Stockholders’ equity 833,033 1,015,722 457,851 (1,473,573) 833,033 

Total liabilities and equity $ 2,499,674 $ 1,126,595 $ 2,396,807 $ (2,639,691) $ 3,383,385 
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CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS FOR THE FISCAL YEAR ENDED
JANUARY 2, 2004:

Parent Guarantor Non-guarantor Consolidating 
Company Subsidiaries Subsidiaries Adjustments Consolidated

Net cash provided by (used in) 
operating activities $209,418 $(110,305) $ 189,029 $ (14,282) $ 273,860

Cash flows from investing activities:
Capital expenditures, net (60,514) (797) (56,896) – (118,207)
Acquisitions of businesses 40,427 7,108 (48,381) (20,776) (21,622)
Proceeds from divestitures 2,830 – 2,211 –  5,041

Net cash (used in) provided by 
investing activities (17,257) 6,311 (103,066) (20,776) (134,788)

Cash flows from financing activities: 
Proceeds from (repayments of) 

short-term borrowings 62,957 (124) (58,902) (57,204) (53,273)
Proceeds from (repayments of) 

long-term borrowings (240,578) 164,889 50,887 (115,837) (140,639)
Proceeds from (repayments of) 

additional paid in capital (61,016) (73,009) 9,054 124,971 –
Dividends paid (7,856) (78,644) (4,506) 83,128 (7,878)

Net cash provided by (used in) 
financing activities (246,493) 13,112 (3,467) 35,058 (201,790)

Effect of exchange rate changes on 
cash and cash equivalents 50,031 85,787 (107,829) – 27,989 

Change in cash and cash equivalents (4,301) (5,095) (25,333) – (34,729)
Beginning balance 4,301 6,282 48,689 – 59,272 
Ending balance $ – $ 1,187 $ 23,356 $ – $ 24,543

JohnsonDiversey, Inc. 2003 Annual Report



66

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS FOR THE FISCAL YEAR ENDED
JANUARY 3, 2003:

Parent Guarantor Non-guarantor Consolidating 
Company Subsidiaries Subsidiaries Adjustments Consolidated

Net cash provided by (used in) 
operating activities $ (271,407) $(508,012) $ 123,419 $ 887,020 $ 231,020

Cash flows from investing activities:
Capital expenditures, net (30,427) (12,703) (47,935) – (91,065)
Acquisitions of businesses (1,614,178) (132,693) (1,080,856) 1,450,278 (1,377,449)

Net cash used in investing
activities (1,644,605) (145,396) (1,128,791) 1,450,278 (1,468,514)

Cash flows from financing activities: 
Proceeds from (repayments of) 

short-term borrowings 67,020 3,199 112,787 (151,103) 31,903
Proceeds from (repayments of) 

long-term borrowings 937,527 2,868 881,464 (792,706) 1,029,153
Increase (decrease) in intercompany 

payables/receivables (53,556) 2,200 51,356 – – 
Proceeds from (repayments of) 

additional paid in capital 1,048,801 647,490 135,060 (1,445,569) 385,782
Retirement of preferred shares (50) – – – (50)
Payment of debt issuance costs (63,111) – (5,764) – (68,875)
Dividends paid (17,038) (45,925) (6,329) 52,254 (17,038)

Net cash provided by (used in) 
financing activities 1,919,593 609,832 1,168,574 (2,337,124) 1,360,875

Effect of exchange rate changes on 
cash and cash equivalents – 48,905 (121,107) – (72,202)

Change in cash and cash equivalents 3,581 5,329 42,095 174 51,179
Beginning balance 720 953 6,594 (174) 8,093
Ending balance $ 4,301 $ 6,282 $ 48,689 $ – $ 59,272

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS FOR THE FISCAL SIX MONTHS
ENDED DECEMBER 28, 2001:

Parent Guarantor Non-guarantor Consolidating 
Company Subsidiaries Subsidiaries Adjustments Consolidated

Net cash provided by (used in) 
operating activities $ (16,728) $ 9,447 $ 40,422 $ (22,768) $ 10,373

Cash flows from investing activities:
Capital expenditures,net (15,312) (1,605) (14,146) – (31,063)

Cash flows from financing activities: 
Proceeds from (repayments of) 

short-term borrowings 31,429 – (6,837) – 24,592
Increase (decrease) in intercompany 

payables/receivables 7,111 255 (7,366) – –
Dividends paid (7,290) (7,145) (15,622) 22,768 (7,289)

Net cash provided by (used in) 
financing activities 31,250 (6,890) (29,825) 22,768 17,303

Effect of exchange rate changes on 
cash and cash equivalents – – (321) – (321)

Change in cash and cash equivalents (790) 952 (3,870) – (3,708)
Beginning balance 1,525 – 10,276 – 11,801
Ending balance $ 735 $ 952 $ 6,406 $ – $ 8,093
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CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS FOR THE FISCAL YEAR ENDED 
JUNE 29, 2001:

Parent Guarantor Non-guarantor Consolidating 
Company Subsidiaries Subsidiaries Adjustments Consolidated

Net cash provided by (used in) 
operating activities $ 98,577 $ 51,683 $ 25,768 $(34,440) $ 141,588

Cash flows from investing activities:
Capital expenditures, net (50,505) (4,626) (5,203) – (60,334)
Acquisitions of businesses (138,678) – – – (138,678)
Proceeds from divestitures 4,834 – – – 4,834

Net cash used in investing
activities (184,349) (4,626) (5,203) – (194,178)

Cash flows from financing activities: 
Proceeds from (repayments of) 

short-term borrowings (69,000) – (14,683) – (54,317)
Increase (decrease) in intercompany 

payables/receivables 29,667 (42,957) 13,290 – –
Proceeds from (repayments of) 

long-term borrowings – – (337) – (337)
Dividends paid (14,576) (7,915) (26,525) 34,440 (14,576)

Net cash provided by (used in) 
financing activities 84,091 (50,872) (28,255) 34,440 39,404

Effect of exchange rate changes on 
cash and cash equivalents –  – 1,380 – 1,380

Change in cash and cash equivalents (1,681) (3,815) (6,310) – (11,806)
Beginning balance 3,206 3,815 16,586 – 23,607
Ending balance $ 1,525 $ – $10,276 $ – $ 11,801

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
April 4, March 29, July 4, June 28, October 3, September 27, January 2, January 3,
2003 2002 2003 2002 2003 2002 2004 2003

Net sales $697,504 $267,379 $761,951 $566,001 $731,370 $674,025 $756,947 $688,990
Gross profit 315,257 113,555 348,497 260,460 331,147 309,495 336,840 303,207
Net income (loss) 3,182 5,166 8,452 32,274 10,367 5,695 2,140(a) (13,567)

(28) QUARTERLY FINANCIAL DATA (UNAUDITED)

(a) During the fourth quarter of fiscal year 2003, the Company recorded adjustments to increase interest expense by $3.9 million (pre-tax) for the impact of 
fiscal year 2003 term debt pre-payments on debt issuance costs and to increase compensation expense by $2.4 million (pre-tax) for stock plans and loan 
forgiveness that had been previously recorded at Holdco on behalf of certain officers of the Company. None of these adjustments had a material effect on 
prior quarters.
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