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FINANCIAL HIGHLIGHTS

(Millions of Dollars, except per share amounts) 2000 1999 Change

Closing market price per share $ 31.1875 $ 30.125 4%
Total return (share price change plus dividends) 7% 12%
Net sales $ 2,749 $ 2,752 —

Pro Forma Financial Highlights
Operating income* $ 341 $ 315 8%

Percent of sales 12.4% 11.4% 100bp
Net earnings* $ 194 $ 185 5%

Per share $ 2.22 $ 2.06 8% 
Return on capital employed 17.8% 17.0% 80bp

Dividends per share $ .90 $ .87 3%

*1999 amounts above are “core” earnings, excluding restructuring charges, certain one-time charges and credits, restructuring-related transition costs and some Y2K compliance costs, which are described in
the MD&A on pages 30-35. 

LONG-TERM FINANCIAL OBJECTIVES

SALES
Double industry’s 
growth rate.

EARNINGS
Low- to mid-teens 
percentage growth rate.

OPERATING INCOME
Mid-teens percentage 
of sales.

OPERATING CASH FLOW
Approximately equal 
to net earnings.

(Millions of Dollars, except per share amounts) 2000 1999

Reported operating income $ 341 $ 235
Reported net earnings $ 194 $ 150

Per share, diluted $ 2.22 $ 1.67
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TO OUR SHAREOWNERS 2000 was a solid year financially as the toils of several years of cost 
rationalization, attention to customer needs and building the senior management team began to pay off. 
As a result, there was a 7% total shareowner return (4% price appreciation plus 3% dividend yield) while
peer companies suffered an average 14% negative return.

> Sales were $2.75 billion, essentially unchanged from last year. Despite economic slowing in the U.S. 
and Europe, new wins were sufficient to offset the carryover effect of market share losses incurred in 
the first half of 1999. 

> Earnings of $2.22 per diluted share were 8% above last year, 11% on an operating basis.

> Gross margin of 36.3%, up 100 basis points over 1999, was the highest in our company’s history as 
productivity gains more than offset continuing significant price pressure.

> Operating margin expanded 100 basis points to 12.4% from last year’s 11.4% as the record gross margins 
were complemented by sequential declines in selling, general and administrative expenses.

> The generation of $236 million of operating cash flow was 122% of net income. This enabled us to 
repurchase 4.3 million shares – 5% of outstanding – while increasing the dividend payment by 4.5% 
to a rate of $.92 per diluted share.

> Return on capital employed increased to 18% reflecting increased earnings, low capital reinvestment 
requirements and progress in managing working capital. The repositioning of our business base is 
bearing fruit.

158TH MANAGEMENT LETTER TO SHAREOWNERS
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Throughout 2000, interest rate pressures continued, European currencies weakened considerably, and 
customers drew down inventories, particularly in the fourth quarter. In that economic environment achieving
flat sales was a challenge given the carryover effect of the 1999 market share losses. New product intro-
ductions, innovative merchandising and improved service levels enabled that result.

By acting early on the weakening economic environment, earnings grew each quarter and met Wall Street
consensus estimates. Productivity programs were accelerated and resulted in delivering our $80 million
objective without any volume leverage. Some analysts were concerned that the transition costs incurred
through mid-1999 would not be removed. That issue now has been laid to rest.

Consistent performance despite adverse economic conditions is an attribute to which we aspire. Progress
was made in 2000 as our operating leverage has been greatly enhanced and will serve us well when market
conditions return to normal.

GROWTH New products are the lifeblood of a manufacturing enterprise. Over 100 new products were 
introduced again in 2000 (more than 300 over the last three years) indicating our company now has a 
replicable product development rhythm.

New products introduced in the past three years rose from 16% of sales last year to 20% in 2000 and 
are expected to exceed 22% this year. For the second year in a row, the U.S. Industrial Designer’s Society 
and Business Week recognized Stanley tools for design innovation, with awards for our composite hacksaw,
IntelliTools® DigiScan™ sensing device and combination mitre box with saw. The sustained product flow 
resulted in Stanley being named as Innovator of the Year in the hand tools category by the National 
Home Center News.

The 25-foot FatMax® tape rule sold 250,000 units in the latter half of 1999 and one million units in 2000. Its
popularity was particularly high at The Home Depot and Lowe’s. This volume showed that the market will

accept a higher price point product that delivers real value – in this case an unequaled 13 feet of extension
without bending. This value proposition was extended into a family of seven tools. Two million units of the
FatMax® family were sold, and we expect to sell six million units this year. The Fat Max tape rule, saw and
level were the #1 selling SKUs in their categories at Lowe’s in the fourth quarter.

Our ZAG® subsidiary introduced the plastic Rolling Workshop® late in 1999 and sold over 550,000 units in the
U.S. Its successor, the Metal Rolling Workshop® introduced late in 2000, sold over 100,000 units.

We are clearly winning market share with our large retail customers. Yet, with the successes enumerated
above, sales did not grow. Why? First, while sales grew strongly at major U.S. retailers, our share declined at
smaller retail outlets, i.e., traditional hardware stores and lumberyards. Second, with almost 30% of our
sales outside the U.S., the strong dollar hurt both revenues and earnings. Finally, our MAC business paused
in its growth pattern as we consciously reduced the number of factory-owned trucks while a business reposi-
tioning is being undertaken.

POSITIONING We are blessed with a family of powerful brands – Bostitch,® Mac,® Proto,® Vidmar,® ZAG®

among others – that have been built over decades and, of course, Stanley® over a century and a half. Many
.com companies believed that brands could be established overnight simply by spending at unprecedented
levels. Obviously, that has proven to be erroneous. In the process, billions of dollars in capital evaporated.
Brand building moves from awareness to preference to attachment, the latter stage only achieved by a very
few. For most companies these steps take decades even in the Internet age.

The relative power of the Stanley brand is truly remarkable. As an example, independent market studies re-
vealed that end-users ranked Stanley high among suppliers in the $1.2 billion U.S. residential lockset market,
citing our high quality and product security…in fact, there has never been a lockset in our product offering!
Specifications were developed for a recently introduced line of innovative locksets for the new construction
and replacement markets and included lifetime mechanical and finish warranties. The result: two customers
(Menard’s and Orgill) signed up for the entire lockset program. Very early results are encouraging.

Our industry-leading licensing program helps achieve ubiquity for the Stanley® brand. With a portfolio in
excess of 30 product families, 12 already in the market, nearly 20 million units were sold in 2000; and our
expectation is to sell 30 million units this year. Illustrative of the success of this program are two recent
licenses: Wolverine World Wide, Inc. has delivered Stanley® work boots to all Payless Shoe Stores, and
Murray, Inc. has begun delivering ride-on and walk-behind Stanley® lawnmowers for sale in all Wal*Mart
stores this spring. 

OUR VISION AND STRATEGY ARE UNCHANGED: 

WE REMAIN COMMITTED TO BECOMING A GREAT BRAND

AND INTEND TO BUILD UPON THE ACTIONS TAKEN OVER

THE LAST SEVERAL YEARS.
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Brands matter even more in difficult economic times. History has shown that consumers move back to 
the tried and true as their wallets tighten, and retailers follow suit. Perhaps the best example of that is our 
recently-announced partnership with Wal*Mart, the world’s largest retailer. Recognizing our product innova-
tion, outstanding fill rates recently, and the strong consumer preference for the Stanley® brand, Wal*Mart
named us hand tools category captain. There will be over 100 Stanley® items in all their stores including
replacement of their private label mechanics tools.

Growing with the majors is necessary – but not sufficient – to increase sales in the retail channel. The 
folklore is that hardware stores are being put out of business by the large home centers. That is not true as
the number of hardware stores in the U.S. has been virtually unchanged over the last five years. Therefore, to
achieve overall growth we must restore our market share with traditional outlets and penetrate the industrial
channels frequented by professional tradesmen – building contractors, electricians, plumbers and HVAC
installers. Today our distribution is a mile wide and a foot deep as evidenced by the following:

> Of 23,500 traditional outlets in the U.S., our hardware penetration is only 12%. Marketing initiatives 
include new unirack displays, in-field Stanley® conversion vans and our Preview Dealer Club which now 
has over 4,300 members.

> Bostitch® fastening products are offered at only 15% of the 35,000 construction supply outlets in 
the U.S. Our Stanley® Stanley Works Attack Teams (“SWAT”) demonstrate new products, conduct product-
knowledge sessions, perform maintenance service and sell these tools. In the first six months, these 
teams merchandised over 1,000 outlets, replaced over 5,000 competitors’ tools, met over 70,000 end 
users and recorded sales of $15 million.

New products are flowing, and fill rates are slowly improving. That success can only manifest itself if there is
a place to buy them, hence our initiative to expand the number of outlets. The overall target in 2001 is to add
15,000 outlets. Many of these programs and initiatives are detailed in the pages that follow this letter.

So the first growth detractor was insufficient distribution. The second was the strong dollar which affected
revenue by about 2%. If the Euro remains at its current $.93 per dollar rate, that loss will reverse itself in the
second half of this year. Longer term, however, there does appear to be structural dollar strength unless 
existing social barriers and laws are at least relaxed.

Finally, our Mac Direct venture has proven to be difficult. In 2000 better financial disciplines were implement-
ed, but sales inevitably suffered as the number of trucks declined. This business is an underperformer today
but continues to hold significant promise as evidenced by double-digit increases in comparable truck sales.

However, the business model must change so we have brought in a new leader who had an outstanding 
track record at Frito Lay.® He has recruited basically a whole new team over the last six months, has recently
instituted a new compensation plan and tightened credit.

COMPETITIVENESS At the heart of competitiveness is the requirement to sense changes in the global
economy. It became apparent during the third quarter that the U.S. economy was beginning to slow based
upon retail sales data. Early action was taken to reduce production and associated overhead costs and put 
a governor on SG&A spending. The result was earnings growth despite a sales decline.

Moreover, we positioned ourselves structurally for continuing productivity. First, five more facility closures
were completed, and operations employment was reduced by over 1,400 positions. Next, the portion of our
material cost from low-cost countries increased from 18% to 25%. Carryover and new programs will move
that to 35% this year as the center of gravity continues to shift. 

Our Stanley Production System conducted another 600 events, following 500 events last year. In two years,
nearly 2,000 processes have been affected, and 650 events are scheduled for 2001. Finally, minimum order
sizes were instituted, reducing small-dollar transactions that were uneconomic.

Increasing market share at major retailers will require continued innovation and, more importantly, sustained
fill rates. The reduction of 85,000 SKUs and the elimination of small dollar orders make this possible. Achieve-
ment of excellent fill rates must shift from brute force and excess inventory to process disciplines that result
in an integrated production-sales-inventory system. The latter process was started in 2000 but requires 
much work and several more skilled practitioners.

Perhaps the best story of the year was the controls established on SG&A spending. Allocating resources is 
a critical leadership function that starts with SG&A. Spending here showed sequential declines as information
system increases were arrested and new contracts negotiated, MAC was brought under control, and distribu-
tion rationalization was felt. 

The results of these measures are showing clearly: in the highest gross margins in our history (since 1964
when gross margins were first reported) and the reversal of the upward trend of selling, general and 
administrative expenses.

In summary, our investment thesis remains intact: a strong brand position, low market shares in absolute
terms (though far higher than competitors in several product lines), low capital requirements and high operat-
ing leverage should enable sustained low- to mid-teens earnings growth. 
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Some encouraging successes were realized this year – the FatMax® family, the Stanley® Metal Rolling
Workshop,® the layout tool line, the alliance with Wal*Mart, the lockset launch and penetration of the con-
struction supply channel to cite a few. They were the result of the proper combination of innovation, competi-
tive cost and brand leverage – otherwise stated, the elements of growth, competitiveness and positioning. 

Over the next several years we are embarking upon the implementation of operating systems to change 
the DNA of our company. The recently completed changes of senior leadership and several executives below
them allow that to happen. Experience teaches that the same people + same process = the same answer. 
The processes are improving albeit slowly as more and more talented players are joining us. In the last year,
one-half of the senior leadership team has been changed. Some have industry knowledge; others have skills
that particular businesses require. The MAC example cited previously is illustrative. All leaders there have
demonstrated sustained results over their careers. Already these leaders are attracting people who worked
for them previously, and implementing processes that have served them well.

With a reasonable economic environment – a soft landing in the U.S., marginal recovery of the Euro, 
ceasing of inventory corrections by our customers and declining interest rates – the foundation that has 
been laid over the last several years will spawn growth and enable achievement of our financial goals.
Stanley is still a Works in Progress. Rest assured that we are working very hard at it, and believe there 
has been progress. But hard work is not enough. We are fond of saying “results count, everything else is 
conversation.” We achieved some results this year in a difficult environment. The best is yet to come.
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3.3x
3.4x

WORKING CAPITAL TURNS

$0 $0 $0$0

1997 1998 1999 2000

$94
$88

$(82)

$42

FREE CASH FLOW#

$236

1997 1998 1999 2000

$241

$56

$222

OPERATING CASH FLOW

*AMOUNTS IN YEARS 1999 AND EARLIER ARE “CORE”, EXCLUDE RESTRUCTURING CHARGES, RESTRUCTURING-RELATED TRANSISTION COSTS AND SOME Y2K COMPLIANCE COSTS.
IN ADDITION, 1999 IS EXCLUSIVE OF CERTAIN ONE-TIME CHARGES AND CREDITS WHICH ARE DESCRIBED IN MD&A ON PAGES 30 - 35. 

#FREE CASH FLOW = CASH FROM OPERATIONS – CAPITAL EXPENDITURES – CAPITALIZED SOFTWARE – DIVIDENDS.

THE SCORECARD

RECORD GROSS MARGIN AND CONTINUED STRONG CASH FLOW 
WERE AMONG 2000’s ACCOMPLISHMENTS

John M.Trani
March 2001
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The Bostitch® CRN38K roofing 

nailer is the only cordless industrial

roofing nailer…as such it meets 

the primary need of the professional

roofer. No hose. No compressor.

CRN38K brings the long-awaited

convenience of battery power 

to the roofing industry. It was 

designed as a production tool for

building new roofs and also 

functions well in a variety of repair

and remodeling applications. 

by delivering a stream of
innovative products ]

NEW PRODUCT DEVELOPMENT HAS BEEN IN HIGH GEAR AT
STANLEY FOR THE PAST THREE YEARS

> Over 100 new products were introduced in 2000…and over 300 since 1998. 

> New products rose from 13% of sales in 1998 to 20% in 2000. Our goal 
of reaching 25% is getting closer.

> The FatMax™ tape rule sold 250,000 units in the last six months of 1999 
and one million units in 2000.

> Introduced in 2000, the expanded FatMax™ family of tools was an instant 
success. We sold 2 million units by year’s end and expect to sell 6 million 
units in 2001.

> The Stanley® Metal Rolling Workshop™, introduced late in 2000, generated 
orders for over 100,000 units. 

> The Bostitch® line has been completely revamped. With new roofing, 
finish, framing, stick nailers and staplers for the professional and the 
serious enthusiast, Bostitch has evolved from one of the oldest pneumatic 
product lines into the youngest.

RECOGNIZING INNOVATION WHEN YOU SEE IT
Our efforts have been recognized with some of the most prestigious awards
in our industry. Stanley was named Golden Hammer “Innovator of the Year”
at the 2000 International Hardware Show in Chicago. 

In 1999 and 2000, we received five IDEA awards by Business Week magazine
and the Industrial Design Society of America for the High-Tension Hacksaw
and 100-foot Long Tape in 1999 and the Composite Hacksaw, IntelliSensor™

Digiscan Sensing Device and Combination Mitre Box with Saw in 2000. 

The impact of new products upon the

company’s sales has been steadily

increasing. Their commercialization and

supporting marketing initiatives have

become more systemic. In 2000, new

products introduced in the past three

years contributed 20% of the company’s

sales.
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What will keep Stanley growing year in and year out? Our ability to produce a never-
ending succession of innovative new products. To never run out of ideas. New products
are the lifeblood of a manufacturing company. They keep customers coming back. Help
retail and distribution customers grow their businesses. Allow us to compete on our
capabilities, not price. And offer professionals new ways to Make Something Great.™

[ Growing steadily:

9

FatMax™ level FatMax™ 100-foot long tape

Jensen® foreign-object damage-prevention tool kit Stanley® LaBounty® Rubble Master RM60

Mac® micro ratchet set Stanley® SportUtility™ knife

ZAG® adjustable saw horse Goldblatt® hammer-end taping knife

[ Over 300 new products
9

FatMax™ saw FatMax™ hammer

Mac® EM600 electrical testing meter Goldblatt® pattern pistol gun and hopper

Proto® 10-piece short socket set Stanley® combination mitre box with saw

IntelliSensor™ Digiscan sensing device Bostitch® N59FN industrial finish nailer

introduced in 1998-2000 ]



The objective of the Stanley 

conversion van is to make it easy

for traditional hardware stores and

lumberyards to have significant

Stanley presence. Here, the conver-

sion van’s driver, Steve Cambria,

discusses new products and the

Preview Dealer program with Phil

Worley, owner of Worley Ace

Hardware store in Canton,

Connecticut.  

by selling more products
to our existing customers ]

A CHALLENGE AND AN OPPORTUNITY
The numbers tell the story. There are over 23,500 hardware stores in the 
U.S. That’s the good news. But only about 12% of them carry a selection of
Stanley hardware. That’s also the good news. Because the remaining 90%
constitute a growth opportunity. Taking advantage of that opportunity requires
re-establishing our presence in these outlets. That work has already begun:

> In 2000, our successful Preview Dealer Club was reintroduced. More than 
4,500 Preview Dealers have been signed up. The first products for the 
program were shipped in 2000. The goal for 2001 is 7,500 Preview Dealers.

> Menard’s and Orgill have added the entire Stanley lockset line.

HITTING THE GROUND RUNNING
“Share of Customer Spending” is good marketing theory. In 2000, theory 
was turned into action by launching and sustaining programs designed to
push products into the pipeline and put them in customers’ hands.

> Successful “War in the Store” merchandising initiatives included the 
FatBoy/FatMax™ motorcycle contest at Lowe’s and the Contractors Choice/ 
ProDesk display at The Home Depot.

> In the first six months, Stanley Works Attack Teams (“SWAT”) merchan-
dised over 1,000 outlets, replaced over 5,000 competitors’ tools, met over 
70,000 end users and recorded sales of $15 million. 

The Stanley® Preview Dealer Club’s

objective is greater presence of new

products at the many thousands of

smaller dealers such as local hardware

stores and lumberyards. The program,

which offers industrial dealers the

opportunity to introduce innovative 

new products exclusively, was very 

successful in the 1970s.

Over 2,500 Preview Dealers received 

the AntiVibe™ III hammer in the fall of

2000, and almost 4,500 are scheduled to

receive the new Stanley® SportUtility™

Knife in April 2001. In addition to 

product exclusivity for a limited period

of time, dealers are supported with

national advertising and countertop 

merchandisers.
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One of the richest marketing veins Stanley can mine is our existing customer base.
Customers who know and believe in the Stanley® brand. From major home centers 
such as The Home Depot, Lowe’s and Menard’s, to distributors like Grainger, to mass
merchant retailers like Wal*Mart, to traditional hardware stores and lumberyards. 
By increasing our “Share of Customer Spending,” we have an opportunity to grow 
sales dramatically right in our own backyard.

The process of growing by tapping existing outlets requires a lot of effort: a steady 
array of innovative new products, continued investment in our family of brands in order
to help our customers grow market share with the end user and aggressive “War in the
Store” and “War on the Shop Floor” marketing and merchandising initiatives. Events 
that build affinity to the brand.

[ Growing demand:

A key 2000 marketing initiative

aimed at winning the War in the

Store at Lowe’s was this FatMax®

sweepstakes in which Lowe’s 

customers were invited to enter a

contest to win a Harley-Davidson

FatBoy® motorcycle. The promotion

helped make FatMax® a huge 

success. The FatMax® saw, for

example, quickly became its # 1

selling saw.



Working with The Home Depot,

the world’s largest home center

chain and Stanley’s largest cus-

tomer, creative merchandising was

added to a truly innovative prod-

uct, the Stanley® Metal Rolling

Workshop. This unique storage

product combines the strength of

metal with the flexibility of modu-

lar storage compartments.



Retail market share is won in 

the War in the Store. Industrial

market share, however, is won 

in the War on the Factory Floor. 

This truck, shown here inside one

of Pratt & Whitney’s jet engine

overhaul centers, is designed to

bring safety seminars and product

demonstrations into industrial 

factories.

by selling our current
products in more outlets ]

THE FUTURE IS NOW
With more than 53,000 industrial and construction supply outlets in the U.S.,
the opportunity is enormous. The power of our brands has already taken hold
in a number of potential new venues:

Premium Distributors
Over 300 Premium Distributors (the industrial version of the Preview Dealer
Club) have been signed up. This program offers product innovation and mod-
ern merchandising to industrial distributors.

Construction Supply
Successful merchandising initiatives boosted sales in the construction supply
channel. SWAT Teams played a key role in this growth.

Electrical Supply
Initial marketing efforts aimed at distributors serving electricians generated
excitement and interest which should begin to pay off in 2001.

Telecommunications
Our Jensen® Tools division, which sells industrial tool kits to telecommunica-
tions professionals, doubled its Internet-based sales in 1999 and 2000.

Industrial
It is in face-to-face settings that Proto® sales personnel sell directly to 
the industrial mechanics who use Proto® and Vidmar® products every day.
Innovative products supported by innovative marketing initiatives and deliv-
ered bearing one of our preferred brands is our formula for growth in the
industrial markets we serve.

The Stanley Works Attack Teams –

known as SWAT teams – conduct product

demonstrations, tool repairs and related

marketing events for professional con-

tractors at home center stores, lumber-

yards and construction supply houses.

Pre-event sales of Bostitch® products and

direct end user interface are two of the

important benefits of this program.
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Who uses Stanley® tools? Professional builders, of course. Who else uses Stanley tools?
The fact is that professional tradesmen – construction workers, electricians, plumbers,
welders, heating, air-conditioning and telecommunications technicians – all use our
products: tape measures, hacksaws, knives, pliers, wrenches, ratchets…and many more.
But until now, we haven’t leveraged the power of our Stanley,® Vidmar® and Proto®

brands by focusing on the industrial supply outlets where they traditionally buy.

[ Growing opportunity:

Stanley® tools – the most durable

professional tools – are now avail-

able at electrical supply outlets 

like this CLS Electrical Supply out-

let. We design features into our

tools to enhance shock absorption,

reduce slip and ensure faster, easi-

er and more precise performance.



The right combination of product

innovation, low-cost sourcing and

the Stanley® brand led to a win-

ning program at Wal*Mart Stores.

The 40-foot plan-o-gram will fea-

ture over 50% Stanley® and ZAG®

products. In addition, Stanley has

been named category captain. 

by leveraging the strength
of powerful brands ]

A FORMULA FOR GROWTH
The winning formula is innovation + low-cost sourcing + a powerful brand.
That’s the formula that won the tools business at Wal*Mart, the lockset 
business at Menard’s and Orgill, layout tools at Lowe’s and doors at The
Home Depot.

THE POWER OF BRAND: WHEN 1 + 1 = MANY 
Another avenue of growth is in the area of licensing. Placing the Stanley®

name on a variety of products broadens our reach into the marketplace. 
Even though licensing is a relatively new initiative, it’s already paying off. 

> Over 30 licenses have been signed and 20 are in the field. 

> Nearly 20 million units of Stanley licensed products were sold in 
2000. We anticipate selling more than 30 million units in 2001. 

> Wolverine World Wide has delivered Stanley® work boots to all 
Payless Shoe Stores.

> Murray, Inc. has begun delivering Stanley® lawn mowers to Wal*Mart.

Wherever there’s a customer who wants to Make Something Great,™

there will be a Stanley branded product to help do it.

A STANLEY CUSTOMER FOR LIFE 
The ultimate goal of a brand is to create an unbreakable bond with the 
customer. We call this “attachment,”and the initiatives in this annual 
report are intended to do that. 

Licensing affords Stanley the opportu-

nity to reach out for brand ubiquity. This

spring, riding and push lawn mowers

will be available at Wal*Mart. 
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What’s in a brand? Brand is both a promise and its fulfillment. It’s the certain knowledge
that a customer can always count on. Brand is the root from which a company grows.
The deeper the roots, the stronger the company. When you have an entire family of
strong brands, that growth is unstoppable.

[ Growing powerful:
In a joint Christmas promotion by

Stanley and a licensee, young Andy

Brown of Akron, Ohio won a Stanley®

Metal Rolling Workshop and selected

tools. His excitement comes through

clearly in his letter. Hopefully, we’ve

created an unbreakable bond 

with Andy.

Through our sponsorship of SkillsUSA-

VICA and our support of the Industrial

Education Alliance, our goal is to

achieve attachment with many young

people like Andy…tomorrow’s profes-

sionals wanting to Make Something

Great™.

For future generations…



Selling, general and administrative expenses were $703 million in
1999, as compared with $685 million, or 25.1% of net sales in 1998.
In 1998 restructuring-related transition and other non-recurring costs
were $69 million. Excluding these costs and the fourth quarter spe-
cial charges, selling, general and administrative expenses increased
to $657 million in 1999 from $616 million in 1998. This increase was
primarily the result of the Zag acquisition, higher selling and admin-
istrative costs related to an increased number of sales representatives
in the MacDirect program, and higher sales and marketing costs
associated with the company’s larger retail customers. 

Net interest expense of $27 million in 2000 represented a slight
decrease from $28 million in 1999 as debt levels were relatively
consistent from year to year. Net interest expense increased in 1999
from $23 million in 1998 primarily due to increased levels of debt
associated with funding the acquisition of ZAG and higher levels of
working capital.

Other net was $20 million of expense in 2000 compared with 
$2 million in income for 1999 and $13 million of expense for 1998.
The company experienced lower gains from asset sales in 2000 and
incurred a write-off of the remaining interest in a previously disposed
equipment rental business. Additionally, included in 1999 results
were non-recurring currency related gains of $11 million realized
upon the termination of a cross-currency financial instrument. 

The company’s 2000 effective annual income tax rate was 34%
reflecting continued benefit of tax structural changes implemented
during the last few years. The company’s effective tax rate was 
35% in 1999 and 36% in 1998. 

BUSINESS SEGMENT RESULTS The Tools segment includes
carpenters, mechanics, pneumatic and hydraulic tools, as well as tool
sets. The Doors segment includes commercial and residential doors,
both automatic and manual, as well as closet doors and systems,
home decor and door and consumer hardware. The information pre-
sented below excludes restructuring charges, restructuring-related
transition and other non-recurring costs for 1998 and the first half 
of 1999. Segment eliminations are also excluded. Special fourth
quarter 1999 charges related to Mechanics’ Tools of $25 million are
reflected in Tools 1999 segment results.  

TOOLS
(Millions of Dollars) 2000 1999 1998

Net Sales $2,143 $2,116 $2,108
Core Operating Profit $ 286 $ 248 $ 279
% of Net Sales 13.3% 11.7% 13.2%

Tools sales increased 1% in 2000 primarily from unit volume
improvements in the consumer hand tools, industrial mechanical
tools and specialty tool catalog businesses. Additionally, the ZAG
business was a large contributor to the sales volume growth. These
increases were almost completely offset by a 2% reduction in sales
from the net effect of foreign currency translation, primarily due to
weaker European currencies. Operating profit in 2000 for the tools
segment was 13.3% of net sales compared to 1999 core operating
profit, excluding the special charges, of 12.9% of net sales. The
increase from prior year is due to improved cost controls in operations,
the benefits of the company’s restructuring initiatives, and higher
unit volumes.

While 1999 tools sales overall were relatively flat compared to
1998, they included a 2% increase from the acquisition of ZAG and
volume improvements in the U.S. hand and mechanics tools 
businesses. These increases were offset by lower volume in Europe
and Latin America, and a decline in industrial mechanics tools.
European sales volume was negatively affected by inefficiencies
stemming from the closure of a European distribution center and
strong competition in the European fastening system business. Core
operating profit for the tools segment excluding the special charges
was 12.9% of net sales, a slight decline from 1998 due to higher
selling, general and administrative expenses.

DOORS
(Millions of Dollars) 2000 1999 1998

Net Sales $606 $636 $621
Core Operating Profit $ 55 $ 42 $ 59
% of Net Sales 9.1% 6.6% 9.5%

Net sales decreased 5% in 2000, driven by declining hardware sales
due to the weakening of demand for appliance hardware, residential
entry doors and home décor products. These declines were partially
offset by sales unit volume growth in automated door products.
Operating profit in 2000 for the doors segment was 9.1% of net sales
compared to core operating profit of 6.6% for 1999. This increase is
due primarily to realization of benefits associated with the movement
of hardware products to low cost countries, improved performance in
the company’s entry door manufacturing operations, and the recovery
of automated door business operations following a major systems
implementation in 1999.

Net sales increased 2% in 1999, driven by strong unit volume
increases in residential entry doors and home décor products. This
growth was substantially offset by declining hardware sales from
the loss of the major U.S. retail customer and the lingering effects
of poor 1998 fill rates. Core operating profit declined by $17 million
in 1999 due to costs associated with relocating hardware production
to lower-cost locations and increased provisions for uncollectible
accounts receivables. 

RESTRUCTURING ACTIVITIES In 2000, the company completed
the restructuring initiatives announced in 1997 and 1999 and will
only be incurring certain run-off expenditures over the next few years. 

In 1999, the company completed an evaluation of the remaining
reserves that were established in 1997 for restructuring initiatives
and determined that certain projects would be cancelled in order to
reapply company resources to higher payback areas. Accordingly, in
the fourth quarter of 1999, the company reversed $62 million of
reserves established for such actions. Net reserves of $18 million,
$12 million for severance, $2 million for asset write-downs and 
$4 million for environmental remediation and other exit costs were
remaining at the end of 1999 to be utilized for remaining costs 
associated with projects initiated, however, not completed. In 2000,
severance of $10 million, asset write-downs of $2 million, and 
payments for other exit costs of $2 million reduced these reserves
to $4 million by year-end. 

In 1999, new projects were approved to achieve improved cost 
productivity. These new initiatives included facility closures and the
related relocation of production, a reduction in force in administrative
functions and the outsourcing of non-core activities as well as the
related asset impairments. The company recorded restructuring
charges related to these new initiatives of $40 million, of which 
$30 million related to severance, $8 million related to asset write-
downs, and $2 million related to environmental remediation and
other exit costs. In 2000, severance of $19 million, asset write-
downs of $5 million, and payments for other exit costs of $1 million
reduced these reserves to $15 million by year-end.

To date the company has closed 54 facilities and reduced employment
by approximately 6,200 people related to all restructuring initiatives.

FINANCIAL CONDITION

LIQUIDITY,  SOURCES AND USES OF CAPITAL The company
has historically generated strong cash flows from operations. During
2000 the company generated $236 million in operating cash flow,
versus $222 million in 1999. This increase resulted primarily from a
significant reduction in restructuring-related transition costs, which
was offset partially by higher working capital requirements. In 
2000, the company’s receivables decreased by $14 million, inventory
increased by $17 million, and accounts payable increased by $15 
million. The receivables decrease was primarily attributed to the
doors segment as volume declined. The increased inventory was 
in the tools and fastening businesses. The accounts payable
increase resulted from renegotiation of vendor terms and increased
attention to payment management. The company made cash payments
of $32 million for its restructuring activities, primarily severance.
Cash outflows relating to the restructuring activities are expected 
to continue, although at a reduced level, throughout 2001.

Capital expenditures were $60 million in 2000 down from $78 million
last year. Investment in capital was lower than traditional levels as a
result of facility consolidations, continued outsourcing and the
Stanley Production System.

In 2000, the company’s overall debt increased by $15 million as 
certain short-term borrowings were utilized to partially fund common
stock repurchases and working capital needs. In 1999, the company
issued $120 million of 5 year debt to capitalize on favorable interest
rates and reduce its reliance on short-term sources of funds. The
debt to capital ratio was relatively flat to the prior year. 

The company’s objective is to increase dividends by at least one-
half the company’s earnings growth rate, ultimately reaching a 
dividend payout ratio of 25%. Dividends increased 3.5% in 2000 
and 5% in 1999. 
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Operating profit in 2000 for the doors segment was 9.1% of net sales
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Standards Board deferred the effective date for one year and the
standard now will be effective January 1, 2001. The adoption of this
standard will not have a material impact on the company’s balance
sheet, operating results or cash flows. 

SFAS No. 140, “Accounting for Transfers and Servicing of Financial
Assets and Extinguishments of Liabilities”, replaces SFAS No. 125.
SFAS No. 140 clarifies issues that arose from SFAS No. 125 regard-
ing securitizations of financial assets and special purpose entities
and collateralizations of transferred financial assets. The new 
standard is effective for transfers after March 31, 2001. We believe
the adoption of this standard will not have a material effect on the
results of operations or financial position. 

CAUTIONARY STATEMENTS The statements contained in this
annual report to shareowners regarding the company’s ability (i) to
become a Great Brand and deliver sustained, profitable growth 
(e.g., sales growth at twice the industry rate, earnings growth in the
low- to mid- teens and dividend growth), (ii) to lower the overall 
cost structure to become more competitive, (iii) to obtain sales growth
from the implementation of sales and marketing programs, (iv) to
drive working capital efficiency and continue to generate cash 
to, among other things, invest in business needs, make strategic 
acquisitions and to fund restructuring and other initiatives are 
forward looking and inherently subject to risk and uncertainty.

The company’s ability to lower its overall cost structure is dependent
on the success of various initiatives to improve manufacturing 
operations and to implement related cost control systems and to
source from and manufacture a higher percentage of the company’s
products in low-cost countries. The success of these initiatives is
dependent on the company’s ability to increase the efficiency of its
routine business processes, to develop and implement process 
control systems, to develop and execute comprehensive plans for
facility consolidations, the availability of vendors to perform out-
sourced functions, the availability of lower cost raw material of 
suitable quality from foreign countries, the successful recruitment
and training of new employees, the resolution of any labor issues
related to closing facilities, the need to respond to significant

changes in product demand while any facility consolidation is in
process and other unforeseen events. In addition, the company’s
ability to leverage the benefits of gross margin improvements is
dependent upon maintaining selling, general and administrative
expense at 2000 levels. The company’s ability to maintain the level
of selling, general and administrative expenses is dependent upon
various process improvement activities, the successful implementa-
tion of changes to the sales organization, the recruitment and 
retention of manufacturers sales representatives and the reduction
of transaction costs.

The company’s ability to achieve sales growth is dependent upon a
number of factors, including: (i) the ability to recruit and retain a
sales force comprised of employees and manufacturers reps, (ii) the
success of the company’s sales and marketing programs to increase
retail sell through and stimulate demand for the company’s products,
(iii) the ability of the sales force to adapt to changes made in the
sales organization and achieve adequate customer coverage, (iv) the
ability of the company to fulfill demand for its products, (v) the
absence of pricing pressures from customers and competitors and
the ability to defend market share in the face of price competition,
(vi) the ability to improve the cost structure in order to fund new
product and brand development and (vii) the acceptance of the 
company’s new products in the marketplace as well as the ability 
to satisfy demand for these products.

The company’s ability to drive working capital efficiency and continue
to generate cash to, among other things, invest in business needs,
make strategic acquisitions and to fund restructuring and other 
initiatives is dependent on all of the factors discussed above, as
well as the continued success of improvements in processes to
manage inventory and receivable levels.

The company’s ability to achieve the objectives discussed above will
also be affected by external factors. These external factors include
pricing pressure and other changes within competitive markets, 
the continued consolidation of customers in consumer channels,
increasing competition, changes in trade, monetary and fiscal policies
and laws, inflation, currency exchange fluctuations, the impact of
dollar/foreign currency exchange rates on the competitiveness of
products and recessionary or expansive trends in the economies 
of the world in which the company operates.

The company repurchased 4.3 million shares of its common stock in
2000. The net effect was a decrease in equity of $111 million. These
repurchases were funded primarily by cash flow from operations.
The company has indicated that it may continue to repurchase its
shares when deemed appropriate.

MARKET RISK Market risk is the potential economic loss that may
result from adverse changes in the fair value of financial instruments.
The company is exposed to market risk from changes in foreign cur-
rency exchange rates and interest rates. Exposure to foreign currency
risk results because the company, through its global businesses,
enters into transactions and makes investments denominated in 
multiple currencies. The company’s predominant exposures are in
European, Canadian and Asian currencies. From time to time, certain
cross-currency trade flows arising from sales and procurement 
activities are consolidated and netted prior to obtaining risk protec-
tion, primarily purchased basket options. The company is thus able to
capitalize on its global positioning by taking advantage of naturally
offsetting exposures to reduce the cost of purchasing protection. At
times, the company also enters into forward exchange contracts and
purchased options to reduce the earnings and cash flow impact of
non-functional currency denominated receivables and payables, pre-
dominately intercompany transactions. Gains and losses from these
hedging instruments offset the gains or losses on the underlying net
exposures, assets and liabilities being hedged. Management deter-
mines the nature and extent of currency hedging activities, and in
certain cases, may elect to allow certain currency exposures to remain
unhedged, such as in the case of the Euro in 2000. The company has
also entered into several cross-currency interest rate swaps, primarily
to reduce overall borrowing costs, but also to provide a partial hedge
of the net investments in certain subsidiaries. Sensitivity to foreign
currency exposure risk from these financial instruments at the end of
2000 would have been immaterial based on the potential loss in fair
value from a hypothetical 10% adverse movement in all currencies.

The company’s exposure to interest rate risk results from its out-
standing debt obligations, short-term investments and derivative
financial instruments employed in the management of its debt 
portfolio. The debt portfolio is managed to achieve capital structure

targets and reduce the overall cost of borrowing by using a combi-
nation of fixed and floating rate debt as well as interest rate swaps,
caps and cross-currency interest rate swaps. The company’s primary
exposure to interest risk comes from its floating rate debt in the US,
Canada and Europe and is fairly represented by changes in LIBOR
rates. At December 30, 2000, the result of a hypothetical one per-
centage point increase in short term LIBOR rates would not have
resulted in a material impact on the pretax profit of the company. 

The company has access to financial resources and borrowing 
capabilities around the world. The company believes that its strong
financial position, operating cash flows and borrowing capacity 
provide the financial flexibility necessary to continue its record of
annual dividend payments, to invest in the routine needs of its busi-
nesses, to make strategic acquisitions and to fund the restructuring
and other initiatives encompassed by its growth strategy. 

OTHER MATTERS

ENVIRONMENTAL The company incurs costs related to environ-
mental issues as a result of various laws and regulations governing
current operations as well as the remediation of previously contami-
nated sites. Future laws and regulations are expected to be increas-
ingly stringent and will likely increase the company’s expenditures
related to routine environmental matters. 

The company accrues for anticipated costs associated with investiga-
tory and remediation efforts in accordance with appropriate accounting
guidelines which address probability and the ability to reasonably
estimate future costs. The liabilities are reassessed whenever 
circumstances become better defined or remediation efforts and their
costs can be better estimated. Subject to the imprecision in estimating
future environmental costs, the company believes that any sum it
may pay in connection with environmental matters in excess of the
amounts recorded will not have a materially adverse effect on its
financial position, results of operations or liquidity. 

NEW ACCOUNTING STANDARDS In June 1998, the Financial
Accounting Standards Board issued Statement of Financial
Accounting Standards (SFAS) No. 133, “Accounting For Derivative
Instruments and Hedging Activities,” which was originally to be
effective in fiscal year 2000. In May 1999, the Financial Accounting
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Standards Board deferred the effective date for one year and the
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on the success of various initiatives to improve manufacturing 
operations and to implement related cost control systems and to
source from and manufacture a higher percentage of the company’s
products in low-cost countries. The success of these initiatives is
dependent on the company’s ability to increase the efficiency of its
routine business processes, to develop and implement process 
control systems, to develop and execute comprehensive plans for
facility consolidations, the availability of vendors to perform out-
sourced functions, the availability of lower cost raw material of 
suitable quality from foreign countries, the successful recruitment
and training of new employees, the resolution of any labor issues
related to closing facilities, the need to respond to significant
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GENERAL INFORMATION The company assesses the perfor-
mance of its reportable business segments using operating profit,
which follows the same accounting policies as those described in
Note A to the Financial Statements. Operating profit excludes inter-
est-net, other-net, and income tax expense. In addition, operating
profit excludes restructuring and asset write-offs, restructuring-
related transition costs associated with the company’s restructuring
plans and other non-recurring costs. Corporate and shared expenses
are allocated to each segment. Sales between segments are not
material. Segment assets primarily include accounts receivable,
inventory, other current assets, property, plant and equipment, intan-
gible assets and other miscellaneous assets. Corporate assets and
unallocated assets are cash, deferred income taxes and certain
other assets. Geographic net sales and long-lived assets are attrib-
uted to the geographic regions based on the geographic location of
the Stanley subsidiary.

Sales to one customer in both the Tools and Doors segments were
approximately 17%, 15% and 14% of consolidated net sales in
2000, 1999 and 1998, respectively.

GEOGRAPHIC AREAS
(Millions of Dollars) 2000 1999 1998

Net Sales
United States $1,984.0 $1,962.5 $1,953.4
Other Americas 203.3 199.0 211.9
Europe 459.3 493.2 467.5
Asia 102.3 97.1 96.3
Consolidated $2,748.9 $2,751.8 $2,729.1

Long-Lived Assets
United States $ 458.3 $ 442.1 $   461.1
Other Americas 31.3 28.1 25.4
Europe 266.7 286.3 284.3
Asia 34.2 36.7 41.7
Other – 6.4 34.0
Consolidated $ 790.5 $ 799.6 $   846.5

Fiscal years ended December 30, 2000, January 1, 2000 and January 2, 1999
(Millions of Dollars, except per share amounts) 2000 1999 1998

Net Sales $2,748.9 $2,751.8 $2,729.1
Costs and Expenses
Cost of sales 1,751.5 1,813.9 1,792.8
Selling, general and administrative 656.6 703.0 684.7
Interest-net 27.1 27.9 23.1
Other-net 20.0 (2.5) 13.1
Restructuring and asset write-offs – (21.3) –

2,455.2 2,521.0 2,513.7

Earnings Before Income Taxes 293.7 230.8 215.4

Income Taxes 99.3 80.8 77.6

Net Earnings $ 194.4 $ 150.0 $ 137.8

Net Earnings Per Share of Common Stock
Basic $ 2.22 $ 1.67 $ 1.54
Diluted $ 2.22 $ 1.67 $ 1.53

See notes to consolidated financial statements.
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BUSINESS SEGMENT INFORMATION CONSOL IDATED STATEMENTS OF OPERATIONS
THE STANLEY WORKS AND SUBSIDIARIES

BUSINESS SEGMENTS The company operates worldwide in
two reportable business segments: Tools and Doors. The Tools seg-
ment includes carpenters, mechanics, pneumatic and hydraulic tools
as well as tool sets. The Doors segment includes commercial and
residential doors, both automatic and manual, as well as closet
doors and systems, home decor and door and consumer hardware.

BUSINESS SEGMENTS
(Millions of Dollars) 2000 1999 1998

Net Sales
Tools $2,142.5 $2,116.2 $2,107.8
Doors 606.4 635.6 621.3
Consolidated $2,748.9 $2,751.8 $2,729.1

Operating Profit 
Tools $ 285.7 $   248.1 $ 278.6
Doors 55.1 41.7 58.9

340.8 289.8 337.5
Restructuring, transition

and other costs – (33.6) (85.9)
Interest-net (27.1) (27.9) (23.1)
Other-net (20.0) 2.5 (13.1)
Earnings before income taxes $ 293.7 $   230.8 $ 215.4

Segment Assets
Tools $1,502.4 $1,455.1 $1,462.9
Doors 260.3 306.4 279.6

1,762.7 1,761.5 1,742.5
Corporate assets 122.1 129.1 190.4
Consolidated $1,884.8 $1,890.6 $1,932.9

Capital Expenditures
Tools $ 44.5 $ 90.2 $ 53.1
Doors 19.9 12.7 11.6

Depreciation and 
Amortization

Tools $ 66.2 $ 70.1 $ 64.7
Doors 17.1 15.5 15.0
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Fiscal years ended December 30, 2000, January 1, 2000 and January 2, 1999
(Millions of Dollars) 2000 1999 1998

Operating Activities:
Net earnings $194.4 $150.0 $137.8
Adjustments to reconcile net earnings to net cash

provided by operating activities:
Depreciation and amortization 83.3 85.6 79.7
Provision for bad debts 24.3 31.3 16.1
Restructuring and asset write-offs – (21.3) –
Other non-cash items 17.9 26.4 16.4

Changes in operating assets and liabilities:
Accounts and notes receivable (15.8) (66.9) (41.7)
Inventories (29.2) (12.5) (78.0) 
Accounts payable and accrued expenses (42.0) 18.1 (61.8)
Income taxes 9.8 19.8 (5.4)
Other (6.5) (8.2) (6.9)

Net cash provided by operating activities 236.2 222.3 56.2

Investing Activities:
Capital expenditures (59.8) (77.9) (56.9)
Capitalized software (4.6) (25.0) (7.8)
Proceeds from sales of assets 14.1 35.1 9.8
Proceeds from sales of businesses – – 3.0
Business acquisitions – – (99.9)
Other (19.7) (0.1) .7

Net cash used by investing activities (70.0) (67.9) (151.1)

Financing Activities:
Payments on long-term debt (32.7) (156.7) (40.0)
Proceeds from long-term borrowings – 121.3 60.9
Net short-term financing 59.7 (61.1) 126.7
Proceeds from swap terminations – 13.9 –
Proceeds from issuance of common stock 8.9 10.0 21.9
Purchase of common stock for treasury (108.6) (21.4) (42.0)
Cash dividends on common stock (78.3) (77.5) (73.9)

Net cash provided (used) by financing activities (151.0) (171.5) 53.6

Effect of exchange rate changes on cash (9.6) (5.0) (.8)

Increase (decrease) in cash and cash equivalents 5.6 (22.1) (42.1)
Cash and cash equivalents, beginning of year 88.0 110.1 152.2

Cash and cash equivalents, end of year $  93.6 $  88.0 $110.1

See notes to consolidated financial statements.

December 30, 2000 and January 1, 2000
(Millions of Dollars) 2000 1999

Assets
Current Assets
Cash and cash equivalents $ 93.6 $ 88.0
Accounts and notes receivable 531.9 546.1
Inventories 398.1 381.2
Deferred taxes 29.6 34.2
Other current assets 41.1 41.5

Total Current Assets 1,094.3 1,091.0
Property, Plant and Equipment 503.7 520.6
Goodwill and Other Intangibles 175.9 185.2
Other Assets 110.9 93.8

Total Assets $1,884.8 $1,890.6

Liabilities and Shareowners’ Equity  
Current Liabilities
Short-term borrowings $ 207.6 $ 145.3
Current maturities of long-term debt 6.1 11.7
Accounts payable 239.8 225.0
Accrued expenses 253.8 311.0

Total Current Liabilities 707.3 693.0
Long-Term Debt 248.7 290.0
Restructuring Reserves 1.3 1.3
Other Liabilities 191.0 170.9
Shareowners’ Equity
Preferred stock, without par value:

Authorized and unissued 10,000,000 shares 
Common stock, par value $2.50 per share:

Authorized 200,000,000 shares; 
issued 92,343,410 shares in 2000 and 1999 230.9 230.9

Retained earnings 1,039.6 926.9
Accumulated other comprehensive loss (124.5) (99.2)
ESOP debt (194.8) (202.2)

951.2 856.4
Less: cost of common stock in treasury

(7,155,158 shares in 2000 and 3,398,235 shares in 1999) 214.7 121.0

Total Shareowners’ Equity 736.5 735.4

Total Liabilities and Shareowners’ Equity $1,884.8 $1,890.6

See notes to consolidated financial statements.
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See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES 
IN SHAREOWNERS’ EQUITY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
STANLEY 2000 ANNUAL REPORTTHE STANLEY WORKS AND SUBSIDIARIES

Fiscal years ended December 30, 2000, January 1, 2000 and January 2, 1999 
Accumulated 

Other 
Common Retained Comprehensive ESOP Treasury Shareowners’

(Millions of Dollars, except per share amounts) Stock Earnings Income (Loss) Debt Stock Equity

Balance January 3, 1998 $230.9 $ 806.6 $ (85.3) $(223.8) $(120.6) $607.8
Comprehensive income:

Net earnings 137.8
Currency translation adjustment 2.1
Minimum pension liability (1.4)

Total comprehensive income 138.5
Cash dividends declared-$.83 per share (73.9) (73.9)
Issuance of common stock (8.5) 33.8 25.3
Purchase of common stock (44.1) (44.1)
Tax benefit related to stock options 2.4 2.4
ESOP debt 10.6 10.6
ESOP tax benefit 2.8 2.8

Balance January 2, 1999 230.9 867.2 (84.6) (213.2) (130.9) 669.4
Comprehensive income:

Net earnings 150.0
Currency translation adjustment (15.6)
Minimum pension liability 1.0

Total comprehensive income 135.4
Cash dividends declared-$.87 per share (77.5) (77.5)
Issuance of common stock (16.3) 29.4 13.1
Purchase of common stock (19.5) (19.5)
Tax benefit related to stock options .8 .8
ESOP debt 11.0 11.0
ESOP tax benefit 2.7 2.7

Balance January 1, 2000 230.9 926.9 (99.2) (202.2) (121.0) 735.4
Comprehensive income:

Net earnings 194.4
Currency translation adjustment (24.6)
Minimum pension liability (.7)

Total comprehensive income 169.1
Cash dividends declared-$.90 per share (78.3) (78.3)
Issuance of common stock (6.8) 17.8 11.0
Purchase of common stock (111.5) (111.5)
Tax benefit related to stock options .8 .8
ESOP debt 7.4 7.4
ESOP tax benefit 2.6 2.6

Balance December 30, 2000 $230.9 $1,039.6 $(124.5) $(194.8) $(214.7) $736.5

See notes to consolidated financial statements.

A. SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION The consolidated financial state-
ments include the accounts of the company and its majority-owned
subsidiaries which require consolidation, after the elimination of
intercompany accounts and transactions. The company’s fiscal year
ends on the Saturday nearest to December 31. There were 52 weeks
in fiscal years 2000, 1999 and 1998.

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make esti-
mates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses, as well as certain financial state-
ment disclosures. While management believes that the estimates
and assumptions used in the preparation of the financial statements
are appropriate, actual results could differ from these estimates.

FOREIGN CURRENCY TRANSLATION For foreign operations
with functional currencies other than the U.S. dollar, asset and 
liability accounts are translated at current exchange rates; income
and expenses are translated using weighted average exchange
rates. Resulting translation adjustments, as well as gains and losses
from certain intercompany transactions, are reported in a separate
component of shareowners’ equity. Translation adjustments for
operations in highly inflationary economies and exchange gains and
losses on transactions are included in earnings, and amounted to
net losses for 2000, 1999 and 1998 of $2.3 million, $4.8 million and
$.9 million, respectively.

CASH EQUIVALENTS Highly liquid investments with original
maturities of three months or less are considered cash equivalents.

INVENTORIES U.S. inventories are valued at the lower of last-in,
first-out (LIFO) cost or market. Other inventories are valued generally
at the lower of first-in, first-out (FIFO) cost or market.

LONG-LIVED ASSETS Property, plant and equipment are stated
on the basis of historical cost less accumulated depreciation.
Depreciation is provided using a combination of accelerated and
straight-line methods over the estimated useful lives of the assets. 

Goodwill is amortized on a straight-line basis over periods not
exceeding forty years. The company periodically evaluates the 
existence of goodwill impairment on the basis of whether amounts
recorded are recoverable from projected undiscounted cash flows 
of related businesses. Impairment losses are valued by comparing
the carrying value of the goodwill to its fair value, determined by
the discounted cash flow method.

Impairment losses are recorded on long-lived assets used in 
operations when indicators of impairment are present and the
undiscounted cash flows estimated to be generated by those assets
are less than the assets’ carrying amount. Impairment losses were
charged to operations in 1999 and were included in Restructuring
and asset write-offs on the statement of operations.

FINANCIAL INSTRUMENTS To manage interest rate exposure,
the company enters into interest rate swap agreements. The net inter-
est paid or received on the swaps is recognized as interest expense.
Gains resulting from the early termination of interest rate swap agree-
ments are deferred and amortized as adjustments to interest expense
over the remaining period originally covered by the terminated swap.
The company manages exposure to fluctuations in foreign exchange
rates by creating offsetting positions through the use of forward
exchange contracts or currency options. The company enters into for-
ward exchange contracts to hedge intercompany loans and enters into
purchased foreign currency options to hedge anticipated transactions.
Gains and losses on forward exchange contracts are deferred and 
recognized as part of the underlying transactions. Changes in the fair
value of options, representing a basket of foreign currencies purchased
to hedge anticipated cross-currency cash flows, are included in cost of
sales. The company does not use financial instruments for trading or
speculative purposes.

In June 1998, the Financial Accounting Standards Board (FASB)
issued Statement of Financial Accounting Standards (SFAS) No. 133,
“Accounting For Derivative Instruments and Hedging Activities,”
which established new accounting and reporting standards for deriv-
ative instruments. This standard, as amended by SFAS 137 and SFAS
138, becomes effective for the company in fiscal year 2001. The
adoption of SFAS 133, as amended, will not have a material impact
on the company’s balance sheet, operating results or cash flows.
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CONSOLIDATED STATEMENTS OF CHANGES 
IN SHAREOWNERS’ EQUITY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
STANLEY 2000 ANNUAL REPORTTHE STANLEY WORKS AND SUBSIDIARIES

Fiscal years ended December 30, 2000, January 1, 2000 and January 2, 1999 
Accumulated 

Other 
Common Retained Comprehensive ESOP Treasury Shareowners’

(Millions of Dollars, except per share amounts) Stock Earnings Income (Loss) Debt Stock Equity

Balance January 3, 1998 $230.9 $ 806.6 $ (85.3) $(223.8) $(120.6) $607.8
Comprehensive income:

Net earnings 137.8
Currency translation adjustment 2.1
Minimum pension liability (1.4)

Total comprehensive income 138.5
Cash dividends declared-$.83 per share (73.9) (73.9)
Issuance of common stock (8.5) 33.8 25.3
Purchase of common stock (44.1) (44.1)
Tax benefit related to stock options 2.4 2.4
ESOP debt 10.6 10.6
ESOP tax benefit 2.8 2.8

Balance January 2, 1999 230.9 867.2 (84.6) (213.2) (130.9) 669.4
Comprehensive income:

Net earnings 150.0
Currency translation adjustment (15.6)
Minimum pension liability 1.0

Total comprehensive income 135.4
Cash dividends declared-$.87 per share (77.5) (77.5)
Issuance of common stock (16.3) 29.4 13.1
Purchase of common stock (19.5) (19.5)
Tax benefit related to stock options .8 .8
ESOP debt 11.0 11.0
ESOP tax benefit 2.7 2.7

Balance January 1, 2000 230.9 926.9 (99.2) (202.2) (121.0) 735.4
Comprehensive income:

Net earnings 194.4
Currency translation adjustment (24.6)
Minimum pension liability (.7)

Total comprehensive income 169.1
Cash dividends declared-$.90 per share (78.3) (78.3)
Issuance of common stock (6.8) 17.8 11.0
Purchase of common stock (111.5) (111.5)
Tax benefit related to stock options .8 .8
ESOP debt 7.4 7.4
ESOP tax benefit 2.6 2.6

Balance December 30, 2000 $230.9 $1,039.6 $(124.5) $(194.8) $(214.7) $736.5

See notes to consolidated financial statements.

A. SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION The consolidated financial state-
ments include the accounts of the company and its majority-owned
subsidiaries which require consolidation, after the elimination of
intercompany accounts and transactions. The company’s fiscal year
ends on the Saturday nearest to December 31. There were 52 weeks
in fiscal years 2000, 1999 and 1998.

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make esti-
mates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses, as well as certain financial state-
ment disclosures. While management believes that the estimates
and assumptions used in the preparation of the financial statements
are appropriate, actual results could differ from these estimates.

FOREIGN CURRENCY TRANSLATION For foreign operations
with functional currencies other than the U.S. dollar, asset and 
liability accounts are translated at current exchange rates; income
and expenses are translated using weighted average exchange
rates. Resulting translation adjustments, as well as gains and losses
from certain intercompany transactions, are reported in a separate
component of shareowners’ equity. Translation adjustments for
operations in highly inflationary economies and exchange gains and
losses on transactions are included in earnings, and amounted to
net losses for 2000, 1999 and 1998 of $2.3 million, $4.8 million and
$.9 million, respectively.

CASH EQUIVALENTS Highly liquid investments with original
maturities of three months or less are considered cash equivalents.

INVENTORIES U.S. inventories are valued at the lower of last-in,
first-out (LIFO) cost or market. Other inventories are valued generally
at the lower of first-in, first-out (FIFO) cost or market.

LONG-LIVED ASSETS Property, plant and equipment are stated
on the basis of historical cost less accumulated depreciation.
Depreciation is provided using a combination of accelerated and
straight-line methods over the estimated useful lives of the assets. 

Goodwill is amortized on a straight-line basis over periods not
exceeding forty years. The company periodically evaluates the 
existence of goodwill impairment on the basis of whether amounts
recorded are recoverable from projected undiscounted cash flows 
of related businesses. Impairment losses are valued by comparing
the carrying value of the goodwill to its fair value, determined by
the discounted cash flow method.

Impairment losses are recorded on long-lived assets used in 
operations when indicators of impairment are present and the
undiscounted cash flows estimated to be generated by those assets
are less than the assets’ carrying amount. Impairment losses were
charged to operations in 1999 and were included in Restructuring
and asset write-offs on the statement of operations.

FINANCIAL INSTRUMENTS To manage interest rate exposure,
the company enters into interest rate swap agreements. The net inter-
est paid or received on the swaps is recognized as interest expense.
Gains resulting from the early termination of interest rate swap agree-
ments are deferred and amortized as adjustments to interest expense
over the remaining period originally covered by the terminated swap.
The company manages exposure to fluctuations in foreign exchange
rates by creating offsetting positions through the use of forward
exchange contracts or currency options. The company enters into for-
ward exchange contracts to hedge intercompany loans and enters into
purchased foreign currency options to hedge anticipated transactions.
Gains and losses on forward exchange contracts are deferred and 
recognized as part of the underlying transactions. Changes in the fair
value of options, representing a basket of foreign currencies purchased
to hedge anticipated cross-currency cash flows, are included in cost of
sales. The company does not use financial instruments for trading or
speculative purposes.

In June 1998, the Financial Accounting Standards Board (FASB)
issued Statement of Financial Accounting Standards (SFAS) No. 133,
“Accounting For Derivative Instruments and Hedging Activities,”
which established new accounting and reporting standards for deriv-
ative instruments. This standard, as amended by SFAS 137 and SFAS
138, becomes effective for the company in fiscal year 2001. The
adoption of SFAS 133, as amended, will not have a material impact
on the company’s balance sheet, operating results or cash flows.
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REVENUE RECOGNITION Revenue is recognized when the 
earning process is complete and the risks and rewards of ownership
have transferred to the customer, which is generally considered to
have occurred upon shipment of the finished product.

The company enters into arrangements licensing its brand name on
specifically approved products. The licensees pay the company 
royalties as products are sold, subject to annual minimum guaranteed
amounts. For those arrangements where the company has continuing
involvement with the licensee, royalty revenues are recognized as
they are earned over the life of the agreement. For certain agreements,
where the company has no further continuing involvement with the
licensee, the company recognizes the guaranteed minimum royalties
at the time the arrangement becomes effective and all applicable
products have been approved.

RECEIVABLES The company accounts for the securitization of its
trade receivables in accordance with SFAS 125, “Accounting for
Transfers and Servicing of Financial Assets and Extinguishments of
Liabilities.” In September, 2000, the FASB issued SFAS 140, ”Accounting
for Transfers and Servicing of Financial Assets and Extinguishments
of Liabilities,” that replaces in its entirety SFAS 125. The company
has adopted the disclosure requirements of SFAS 140 effective
December, 2000 and will apply the new accounting rules prospectively
to transactions beginning in the second quarter of 2001. Based 
on current circumstances, the company believes the application of 
the new accounting rules will not have a material impact on its 
consolidated financial statements.

INCOME TAXES Income tax expense is based on reported earnings
before income taxes. Deferred income taxes reflect the impact of
temporary differences between assets and liabilities recognized for
financial reporting purposes and such amounts recognized for tax
purposes, and are measured by applying enacted tax rates in effect
in years in which the differences are expected to reverse.

EARNINGS PER SHARE Basic earnings per share equals net
earnings divided by weighted average shares outstanding during the
year. Diluted earnings per share include the impact of common stock
equivalents using the treasury stock method when the effect is dilu-
tive.

STOCK-BASED COMPENSATION The company accounts for its
employee stock compensation plans under Accounting Principles
Board (APB) Opinion No. 25, “Accounting for Stock Issued to
Employees.” Accordingly, no compensation cost is recognized for

stock-based compensation unless the quoted market price of the
stock at the grant date is in excess of the amount the employee must
pay to acquire the stock. Pro forma disclosures of net earnings and
earnings per share, as if the fair value based method of accounting
had been applied, are presented in Note J.

RECLASSIFICATIONS Certain prior years amounts have been
reclassified to conform with the current year presentation.

B. ACQUISITIONS 

In August 1998, the company acquired ZAG Industries Ltd. (ZAG), an
innovator and producer of plastic storage products, for $129.3 million.
The purchase price included a cash payment of $114.4 million, 
contingent payments based on ZAG’s estimated earnings over a 
five year period and acquisition related costs. The purchase price
was allocated to the fair market value of the assets acquired and
liabilities assumed and resulted in goodwill of $94.3 million, which
is being amortized over a 40 year period.

The aforementioned acquisition was accounted for as a purchase
transaction and, accordingly, the operating results have been included
in the company’s consolidated financial statements since the date 
of acquisition. The acquisition did not have a material pro forma
impact on 1998 operations.

C. ACCOUNTS AND NOTES RECEIVABLE

Trade receivables are dispersed among a large number of retailers,
distributors and industrial accounts in many countries. Adequate
provisions have been established to cover anticipated credit losses.
At December 30, 2000 and January 1, 2000, allowances for doubtful
receivables of $41.9 million and $43.4 million, respectively, were
applied as a reduction of current accounts and notes receivable. The
company believes it has no significant concentrations of credit risk
as of December 30, 2000.

The company has agreements to sell, on a revolving basis, undivided
interests in defined pools of accounts and notes receivable. At
December 30, 2000, the defined pools of receivables amounted to
$286.5 million. The proceeds from sales of such eligible receivables,
primarily to Qualifying Special Purpose Entities (QSPE’s), in revolving-
period securitizations were $86.7 million in 2000 and $93.6 million
in 1999, and these amounts have been deducted from receivables in
the December 30, 2000 and January 1, 2000 consolidated balance
sheets. There were no gains or losses on these sales. The company
is responsible for servicing and collecting the receivables sold and
held in the QSPE’s. Any incremental additional costs related to such
servicing and collection efforts are not significant.

H. LONG-TERM DEBT AND FINANCING
ARRANGEMENTS

(Millions of Dollars) 2000 1999

Notes payable in 2002 7.4% $ 100.0 $ 100.0
Notes payable in 2004 5.8% 120.0 120.0
Notes payable due semiannually 

to 2005 6.3% – 27.5
Industrial Revenue Bonds due in

varying amounts to 2010 5.8-6.8% 19.6 19.6
ESOP loan guarantees, 

payable in varying 
monthly installments 
through 2009 6.1% 27.9 33.6

Other, including net swap receivables (12.7) 1.0
254.8 301.7

Less: current maturities 6.1 11.7
$ 248.7 $ 290.0

The company has unused short and long-term credit arrangements
with several banks to borrow up to $350.0 million at the lower of
prime or money market rates. Of this amount, $150.0 million is long-
term. Commitment fees range from .06% to .07%. In addition, the
company has short-term lines of credit with numerous foreign banks
aggregating $116.7 million, of which $97.5 million was available at
December 30, 2000. Short-term arrangements are reviewed annually
for renewal. Of the long-term and short-term lines, $350.0 million 
is available to support the company’s commercial paper program.
The weighted average interest rates on short-term borrowings at
December 30, 2000 and January 1, 2000 were 6.5% and 5.1%,
respectively. 

To manage interest costs and foreign exchange risk, the company
maintains a portfolio of interest rate swap agreements. The portfolio
includes currency swaps that convert $90.5 million of fixed rate
United States dollar debt into 4.4% fixed rate Euro debt. The 
company also has currency swaps that convert $39.0 million of 
variable rate United States dollar debt to variable rate Euro debt
(5.0% weighted average rate). See Note I for more information
regarding the company’s interest rate and currency swap agreements.

Aggregate annual maturities of long-term debt for the years 2002 to
2005 are $120.0 million, $7.0 million, $107.4 million and $3.2 million,
respectively. Interest paid during 2000, 1999 and 1998 amounted to
$36.1 million, $30.8 million and $31.2 million, respectively. 

D. INVENTORIES
(Millions of Dollars) 2000 1999

Finished products $ 281.4 $ 269.0
Work in process 53.8 48.3
Raw materials 62.9 63.9

$ 398.1 $ 381.2

Inventories in the amount of $252.5 million at December 30, 2000 
and $231.6 million at January 1, 2000 were valued at the lower of
LIFO cost or market. If the LIFO method had not been used, inventories
would have been $84.0 million and $114.4 million higher than report-
ed at December 30, 2000 and January 1, 2000, respectively.

E.  PROPERTY, PLANT AND EQUIPMENT  
(Millions of Dollars) 2000 1999

Land $ 25.4 $ 27.2
Buildings 218.3 218.3
Machinery and equipment 913.8 886.0
Computer software 74.7 76.5

1,232.2 1,208.0
Less: accumulated depreciation 

and amortization 728.5 687.4
$ 503.7 $ 520.6

The provisions for depreciation and amortization for 2000, 1999 and
1998 were $75.9, $75.6 million and $71.4 million, respectively.

F.  GOODWILL AND OTHER INTANGIBLES 

Goodwill and other intangibles at the end of each fiscal year, net of
accumulated amortization of $79.0 million and $86.0 million, were
as follows:

(Millions of Dollars) 2000 1999

Goodwill $ 160.4 $ 168.2
Other 15.5 17.0

$ 175.9 $ 185.2

G. ACCRUED EXPENSES 
(Millions of Dollars) 2000 1999

Payroll and related taxes $ 29.7 $ 41.9
Insurance 31.3 32.2
Restructuring 12.1 46.7
Income taxes 54.8 45.7
Other 125.9 144.5

$ 253.8 $ 311.0
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REVENUE RECOGNITION Revenue is recognized when the 
earning process is complete and the risks and rewards of ownership
have transferred to the customer, which is generally considered to
have occurred upon shipment of the finished product.

The company enters into arrangements licensing its brand name on
specifically approved products. The licensees pay the company 
royalties as products are sold, subject to annual minimum guaranteed
amounts. For those arrangements where the company has continuing
involvement with the licensee, royalty revenues are recognized as
they are earned over the life of the agreement. For certain agreements,
where the company has no further continuing involvement with the
licensee, the company recognizes the guaranteed minimum royalties
at the time the arrangement becomes effective and all applicable
products have been approved.

RECEIVABLES The company accounts for the securitization of its
trade receivables in accordance with SFAS 125, “Accounting for
Transfers and Servicing of Financial Assets and Extinguishments of
Liabilities.” In September, 2000, the FASB issued SFAS 140, ”Accounting
for Transfers and Servicing of Financial Assets and Extinguishments
of Liabilities,” that replaces in its entirety SFAS 125. The company
has adopted the disclosure requirements of SFAS 140 effective
December, 2000 and will apply the new accounting rules prospectively
to transactions beginning in the second quarter of 2001. Based 
on current circumstances, the company believes the application of 
the new accounting rules will not have a material impact on its 
consolidated financial statements.

INCOME TAXES Income tax expense is based on reported earnings
before income taxes. Deferred income taxes reflect the impact of
temporary differences between assets and liabilities recognized for
financial reporting purposes and such amounts recognized for tax
purposes, and are measured by applying enacted tax rates in effect
in years in which the differences are expected to reverse.

EARNINGS PER SHARE Basic earnings per share equals net
earnings divided by weighted average shares outstanding during the
year. Diluted earnings per share include the impact of common stock
equivalents using the treasury stock method when the effect is dilu-
tive.

STOCK-BASED COMPENSATION The company accounts for its
employee stock compensation plans under Accounting Principles
Board (APB) Opinion No. 25, “Accounting for Stock Issued to
Employees.” Accordingly, no compensation cost is recognized for

stock-based compensation unless the quoted market price of the
stock at the grant date is in excess of the amount the employee must
pay to acquire the stock. Pro forma disclosures of net earnings and
earnings per share, as if the fair value based method of accounting
had been applied, are presented in Note J.

RECLASSIFICATIONS Certain prior years amounts have been
reclassified to conform with the current year presentation.

B. ACQUISITIONS 

In August 1998, the company acquired ZAG Industries Ltd. (ZAG), an
innovator and producer of plastic storage products, for $129.3 million.
The purchase price included a cash payment of $114.4 million, 
contingent payments based on ZAG’s estimated earnings over a 
five year period and acquisition related costs. The purchase price
was allocated to the fair market value of the assets acquired and
liabilities assumed and resulted in goodwill of $94.3 million, which
is being amortized over a 40 year period.

The aforementioned acquisition was accounted for as a purchase
transaction and, accordingly, the operating results have been included
in the company’s consolidated financial statements since the date 
of acquisition. The acquisition did not have a material pro forma
impact on 1998 operations.

C. ACCOUNTS AND NOTES RECEIVABLE

Trade receivables are dispersed among a large number of retailers,
distributors and industrial accounts in many countries. Adequate
provisions have been established to cover anticipated credit losses.
At December 30, 2000 and January 1, 2000, allowances for doubtful
receivables of $41.9 million and $43.4 million, respectively, were
applied as a reduction of current accounts and notes receivable. The
company believes it has no significant concentrations of credit risk
as of December 30, 2000.

The company has agreements to sell, on a revolving basis, undivided
interests in defined pools of accounts and notes receivable. At
December 30, 2000, the defined pools of receivables amounted to
$286.5 million. The proceeds from sales of such eligible receivables,
primarily to Qualifying Special Purpose Entities (QSPE’s), in revolving-
period securitizations were $86.7 million in 2000 and $93.6 million
in 1999, and these amounts have been deducted from receivables in
the December 30, 2000 and January 1, 2000 consolidated balance
sheets. There were no gains or losses on these sales. The company
is responsible for servicing and collecting the receivables sold and
held in the QSPE’s. Any incremental additional costs related to such
servicing and collection efforts are not significant.

H. LONG-TERM DEBT AND FINANCING
ARRANGEMENTS

(Millions of Dollars) 2000 1999

Notes payable in 2002 7.4% $ 100.0 $ 100.0
Notes payable in 2004 5.8% 120.0 120.0
Notes payable due semiannually 

to 2005 6.3% – 27.5
Industrial Revenue Bonds due in

varying amounts to 2010 5.8-6.8% 19.6 19.6
ESOP loan guarantees, 

payable in varying 
monthly installments 
through 2009 6.1% 27.9 33.6

Other, including net swap receivables (12.7) 1.0
254.8 301.7

Less: current maturities 6.1 11.7
$ 248.7 $ 290.0

The company has unused short and long-term credit arrangements
with several banks to borrow up to $350.0 million at the lower of
prime or money market rates. Of this amount, $150.0 million is long-
term. Commitment fees range from .06% to .07%. In addition, the
company has short-term lines of credit with numerous foreign banks
aggregating $116.7 million, of which $97.5 million was available at
December 30, 2000. Short-term arrangements are reviewed annually
for renewal. Of the long-term and short-term lines, $350.0 million 
is available to support the company’s commercial paper program.
The weighted average interest rates on short-term borrowings at
December 30, 2000 and January 1, 2000 were 6.5% and 5.1%,
respectively. 

To manage interest costs and foreign exchange risk, the company
maintains a portfolio of interest rate swap agreements. The portfolio
includes currency swaps that convert $90.5 million of fixed rate
United States dollar debt into 4.4% fixed rate Euro debt. The 
company also has currency swaps that convert $39.0 million of 
variable rate United States dollar debt to variable rate Euro debt
(5.0% weighted average rate). See Note I for more information
regarding the company’s interest rate and currency swap agreements.

Aggregate annual maturities of long-term debt for the years 2002 to
2005 are $120.0 million, $7.0 million, $107.4 million and $3.2 million,
respectively. Interest paid during 2000, 1999 and 1998 amounted to
$36.1 million, $30.8 million and $31.2 million, respectively. 

D. INVENTORIES
(Millions of Dollars) 2000 1999

Finished products $ 281.4 $ 269.0
Work in process 53.8 48.3
Raw materials 62.9 63.9

$ 398.1 $ 381.2

Inventories in the amount of $252.5 million at December 30, 2000 
and $231.6 million at January 1, 2000 were valued at the lower of
LIFO cost or market. If the LIFO method had not been used, inventories
would have been $84.0 million and $114.4 million higher than report-
ed at December 30, 2000 and January 1, 2000, respectively.

E.  PROPERTY, PLANT AND EQUIPMENT  
(Millions of Dollars) 2000 1999

Land $ 25.4 $ 27.2
Buildings 218.3 218.3
Machinery and equipment 913.8 886.0
Computer software 74.7 76.5

1,232.2 1,208.0
Less: accumulated depreciation 

and amortization 728.5 687.4
$ 503.7 $ 520.6

The provisions for depreciation and amortization for 2000, 1999 and
1998 were $75.9, $75.6 million and $71.4 million, respectively.

F.  GOODWILL AND OTHER INTANGIBLES 

Goodwill and other intangibles at the end of each fiscal year, net of
accumulated amortization of $79.0 million and $86.0 million, were
as follows:

(Millions of Dollars) 2000 1999

Goodwill $ 160.4 $ 168.2
Other 15.5 17.0

$ 175.9 $ 185.2

G. ACCRUED EXPENSES 
(Millions of Dollars) 2000 1999

Payroll and related taxes $ 29.7 $ 41.9
Insurance 31.3 32.2
Restructuring 12.1 46.7
Income taxes 54.8 45.7
Other 125.9 144.5

$ 253.8 $ 311.0
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On October 18, 2000, the company set up a new Extendible
Commercial Notes (ECN) program. Under the ECN program, the 
company can issue up to $50 million of senior unsecured short-term
debt. The ECN’s provide the company a new source of short-term
funding in addition to the commercial paper program and other short
term arrangements. As of December 30, 2000, the company had
issued $49.4 million of ECN’s. 

Commercial paper and ECN’s, utilized to support working capital
requirements, were $187.8 million and $145.2 million, as of
December 30, 2000 and January 1, 2000, respectively.

I .  FINANCIAL INSTRUMENTS 

The company’s objectives in using debt related financial instruments
are to obtain the lowest cost source of funds within an acceptable
range of variable to fixed-rate debt proportions and to minimize the
foreign exchange risk of obligations. To meet these objectives the
company enters into interest rate swap and currency swap agree-
ments. A summary of instruments and weighted average interest
rates follows. The weighted average variable pay and receive rates
are based on rates in effect at the balance sheet dates. Variable
rates are generally based on LIBOR or commercial paper rates with
no leverage features. 

(Millions of Dollars) 2000 1999

Currency swaps $112.0 $112.8
pay rate 4.6% 4.1%
receive rate 6.0% 5.8%
maturity dates 2004-2005 2004

The company uses purchased currency options and forward exchange
contracts to reduce exchange risks arising from cross-border cash
flows expected to occur over the next one year period. In addition, the
company enters into forward exchange contracts to hedge intercom-
pany loans and royalty payments. The objective of these practices is
to minimize the impact of foreign currency fluctuations on operating
results. At December 30, 2000 and January 1, 2000, the company had
forward contracts hedging intercompany loans and royalty payments
totaling $11.3 million and $8.8 million, respectively. At December 30,
2000 and January 1, 2000, currency options hedged anticipated trans-
actions totaling $174.7 million and $200.1 million, respectively. The
forward contracts and options are primarily denominated in Canadian
dollars, Australian dollars, Taiwanese dollars, Israeli Shekels and
major European currencies and generally mature within the next one
year period.

COMMON STOCK SHARE ACTIVITY The activity in common
shares for each year, net of treasury stock, was as follows:

2000 1999 1998

Outstanding, beginning of year 88,945,175 88,771,928 88,788,081
Issued 557,490 1,139,671 977,865
Purchased (4,314,413) (966,424) (994,018)
Outstanding, end of year 85,188,252 88,945,175 88,771,928

COMMON STOCK RESERVED At December 30, 2000 and
January 1, 2000, the number of shares of common stock reserved
for future issuance under various employee and director stock plans
was as follows:

2000 1999

Employee Stock Purchase Plan 4,070,937 4,171,306
Stock Option Plans 6,452,150 6,817,346
Long-term incentive plans 6,677,064 6,718,596

17,200,151 17,707,248

PREFERRED STOCK PURCHASE RIGHTS Each outstanding
share of common stock has one half of a share purchase right. Each
purchase right may be exercised to purchase one two-hundredth of a
share of Series A Junior Participating Preferred Stock at an exercise
price of $220.00, subject to adjustment. The rights, which do not
have voting rights, expire on March 10, 2006, and may be redeemed
by the company at a price of $.01 per right at any time prior to the
tenth day following the public announcement that a person has
acquired beneficial ownership of 10% or more of the outstanding
shares of common stock. 

In the event that the company is acquired in a merger or other 
business combination transaction, provision shall be made so that
each holder of a right (other than a holder who is a 10%-or-more
shareowner) shall have the right to receive, upon exercise thereof,
that number of shares of common stock of the surviving company
having a market value equal to two times the exercise price of the
right. Similarly, if anyone becomes the beneficial owner of more
than 10% of the then outstanding shares of common stock (except
pursuant to an offer for all outstanding shares of common stock
which the independent directors have deemed to be fair and in the
best interest of the company), provision will be made so that each
holder of a right (other than a holder who is a 10%-or-more share-
owner) shall thereafter have the right to receive, upon exercise

thereof, common stock (or, in certain circumstances, cash, property
or other securities of the company) having a market value equal to
two times the exercise price of the right. At December 30, 2000,
there were 42,594,126 outstanding rights. There are 250,000 shares
of Series A Junior Participating Preferred Stock reserved for
issuance in connection with the rights.

STOCK OPTIONS AND AWARDS The company has a stock
option plan for all employees and a Long-Term Incentive Plan (LTIP)
for key executives. Each provides for the grant of stock options. The
LTIP also provides for the grant of restricted stock and other awards.
The company also has a stock option plan that provides for option
grants to outside directors of the company. Options are granted at the
market price of the company’s stock on the date of grant and have a
maximum term of 10 years. Generally stock options are 50% exercis-
able on the one year anniversary of the grant and the remaining 50%
are exercisable on the two year anniversary of the grant.

Information regarding the company’s stock option plans is 
summarized below:

2000 1999 1998

Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise

Options Price Options Price Options Price

Outstanding, 
beginning
of year 6,413,578 $28.89 4,824,891 $29.56 4,244,013 $28.49

Granted 4,142,650 23.89 2,158,350 27.12 1,358,467 29.10
Exercised (356,160) 20.12 (341,263) 21.58 (498,339) 21.55
Forfeited (210,627) 22.97 (228,400) 37.15 (279,250) 43.20
Outstanding,

end of year 9,989,441 27.19 6,413,578 $28.89 4,824,891 $29.56

Options 
exercisable, 
end of year 6,192,691 $27.28 3,608,261 $29.06 3,627,424 $29.02 

Options outstanding as of December 30, 2000 had exercise prices as
follows: 4,319,574 options ranging from $18.53 to $24.97, 4,757,667
options ranging from $25.31 to $32.81 and 912,200 options ranging
from $38.25 to $55.98. The weighted average remaining contractual
life of these options is 9.1 years.

The counterparties to these interest rate and currency financial
instruments are major international financial institutions. The 
company is exposed to credit risk for net exchanges under these
agreements, but not for the notional amounts. The company 
considers the risk of default to be remote.

A summary of the carrying values and fair values of the company’s
financial instruments at December 30, 2000 and January 1, 2000 is
as follows:

(Millions of Dollars) 2000 1999

Carrying Fair Carrying Fair
Value Value Value Value

Long-term debt, 
including current portion $272.2 $270.5 $311.2 $297.9

Currency and 
interest rate swaps (17.4) (19.5) (9.5) (8.2)

$254.8 $251.0 $301.7 $289.7

Generally, the carrying value of the debt related financial instru-
ments is included in the balance sheet in long-term debt. The fair
values of long-term debt are estimated using discounted cash flow
analyses, based on the company’s marginal borrowing rates. The fair
values of foreign currency and interest rate swap agreements are
based on current settlement values. The carrying amount of cash
equivalents and short-term borrowings approximates fair value.

J.  CAPITAL STOCK

EARNINGS PER SHARE COMPUTATION The following table
reconciles the weighted average shares outstanding used to calcu-
late basic and diluted earnings per share.

(Millions of Dollars, 
except per share amounts) 2000 1999 1998

Net earnings $194.4 $150.0 $137.8

Basic earnings per share- 
weighted average shares 87,407,282 89,626,424 89,407,980

Dilutive effect of 
employee stock options 260,499 260,177 785,342

Diluted earnings per share- 
weighted average shares 87,667,781 89,886,601 90,193,322

Earnings per share:
Basic $  2.22 $  1.67 $  1.54
Diluted $  2.22 $  1.67 $  1.53
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On October 18, 2000, the company set up a new Extendible
Commercial Notes (ECN) program. Under the ECN program, the 
company can issue up to $50 million of senior unsecured short-term
debt. The ECN’s provide the company a new source of short-term
funding in addition to the commercial paper program and other short
term arrangements. As of December 30, 2000, the company had
issued $49.4 million of ECN’s. 

Commercial paper and ECN’s, utilized to support working capital
requirements, were $187.8 million and $145.2 million, as of
December 30, 2000 and January 1, 2000, respectively.

I .  FINANCIAL INSTRUMENTS 

The company’s objectives in using debt related financial instruments
are to obtain the lowest cost source of funds within an acceptable
range of variable to fixed-rate debt proportions and to minimize the
foreign exchange risk of obligations. To meet these objectives the
company enters into interest rate swap and currency swap agree-
ments. A summary of instruments and weighted average interest
rates follows. The weighted average variable pay and receive rates
are based on rates in effect at the balance sheet dates. Variable
rates are generally based on LIBOR or commercial paper rates with
no leverage features. 

(Millions of Dollars) 2000 1999

Currency swaps $112.0 $112.8
pay rate 4.6% 4.1%
receive rate 6.0% 5.8%
maturity dates 2004-2005 2004

The company uses purchased currency options and forward exchange
contracts to reduce exchange risks arising from cross-border cash
flows expected to occur over the next one year period. In addition, the
company enters into forward exchange contracts to hedge intercom-
pany loans and royalty payments. The objective of these practices is
to minimize the impact of foreign currency fluctuations on operating
results. At December 30, 2000 and January 1, 2000, the company had
forward contracts hedging intercompany loans and royalty payments
totaling $11.3 million and $8.8 million, respectively. At December 30,
2000 and January 1, 2000, currency options hedged anticipated trans-
actions totaling $174.7 million and $200.1 million, respectively. The
forward contracts and options are primarily denominated in Canadian
dollars, Australian dollars, Taiwanese dollars, Israeli Shekels and
major European currencies and generally mature within the next one
year period.

COMMON STOCK SHARE ACTIVITY The activity in common
shares for each year, net of treasury stock, was as follows:

2000 1999 1998

Outstanding, beginning of year 88,945,175 88,771,928 88,788,081
Issued 557,490 1,139,671 977,865
Purchased (4,314,413) (966,424) (994,018)
Outstanding, end of year 85,188,252 88,945,175 88,771,928

COMMON STOCK RESERVED At December 30, 2000 and
January 1, 2000, the number of shares of common stock reserved
for future issuance under various employee and director stock plans
was as follows:

2000 1999

Employee Stock Purchase Plan 4,070,937 4,171,306
Stock Option Plans 6,452,150 6,817,346
Long-term incentive plans 6,677,064 6,718,596

17,200,151 17,707,248

PREFERRED STOCK PURCHASE RIGHTS Each outstanding
share of common stock has one half of a share purchase right. Each
purchase right may be exercised to purchase one two-hundredth of a
share of Series A Junior Participating Preferred Stock at an exercise
price of $220.00, subject to adjustment. The rights, which do not
have voting rights, expire on March 10, 2006, and may be redeemed
by the company at a price of $.01 per right at any time prior to the
tenth day following the public announcement that a person has
acquired beneficial ownership of 10% or more of the outstanding
shares of common stock. 

In the event that the company is acquired in a merger or other 
business combination transaction, provision shall be made so that
each holder of a right (other than a holder who is a 10%-or-more
shareowner) shall have the right to receive, upon exercise thereof,
that number of shares of common stock of the surviving company
having a market value equal to two times the exercise price of the
right. Similarly, if anyone becomes the beneficial owner of more
than 10% of the then outstanding shares of common stock (except
pursuant to an offer for all outstanding shares of common stock
which the independent directors have deemed to be fair and in the
best interest of the company), provision will be made so that each
holder of a right (other than a holder who is a 10%-or-more share-
owner) shall thereafter have the right to receive, upon exercise

thereof, common stock (or, in certain circumstances, cash, property
or other securities of the company) having a market value equal to
two times the exercise price of the right. At December 30, 2000,
there were 42,594,126 outstanding rights. There are 250,000 shares
of Series A Junior Participating Preferred Stock reserved for
issuance in connection with the rights.

STOCK OPTIONS AND AWARDS The company has a stock
option plan for all employees and a Long-Term Incentive Plan (LTIP)
for key executives. Each provides for the grant of stock options. The
LTIP also provides for the grant of restricted stock and other awards.
The company also has a stock option plan that provides for option
grants to outside directors of the company. Options are granted at the
market price of the company’s stock on the date of grant and have a
maximum term of 10 years. Generally stock options are 50% exercis-
able on the one year anniversary of the grant and the remaining 50%
are exercisable on the two year anniversary of the grant.

Information regarding the company’s stock option plans is 
summarized below:

2000 1999 1998

Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise

Options Price Options Price Options Price

Outstanding, 
beginning
of year 6,413,578 $28.89 4,824,891 $29.56 4,244,013 $28.49

Granted 4,142,650 23.89 2,158,350 27.12 1,358,467 29.10
Exercised (356,160) 20.12 (341,263) 21.58 (498,339) 21.55
Forfeited (210,627) 22.97 (228,400) 37.15 (279,250) 43.20
Outstanding,

end of year 9,989,441 27.19 6,413,578 $28.89 4,824,891 $29.56

Options 
exercisable, 
end of year 6,192,691 $27.28 3,608,261 $29.06 3,627,424 $29.02 

Options outstanding as of December 30, 2000 had exercise prices as
follows: 4,319,574 options ranging from $18.53 to $24.97, 4,757,667
options ranging from $25.31 to $32.81 and 912,200 options ranging
from $38.25 to $55.98. The weighted average remaining contractual
life of these options is 9.1 years.

The counterparties to these interest rate and currency financial
instruments are major international financial institutions. The 
company is exposed to credit risk for net exchanges under these
agreements, but not for the notional amounts. The company 
considers the risk of default to be remote.

A summary of the carrying values and fair values of the company’s
financial instruments at December 30, 2000 and January 1, 2000 is
as follows:

(Millions of Dollars) 2000 1999

Carrying Fair Carrying Fair
Value Value Value Value

Long-term debt, 
including current portion $272.2 $270.5 $311.2 $297.9

Currency and 
interest rate swaps (17.4) (19.5) (9.5) (8.2)

$254.8 $251.0 $301.7 $289.7

Generally, the carrying value of the debt related financial instru-
ments is included in the balance sheet in long-term debt. The fair
values of long-term debt are estimated using discounted cash flow
analyses, based on the company’s marginal borrowing rates. The fair
values of foreign currency and interest rate swap agreements are
based on current settlement values. The carrying amount of cash
equivalents and short-term borrowings approximates fair value.

J.  CAPITAL STOCK

EARNINGS PER SHARE COMPUTATION The following table
reconciles the weighted average shares outstanding used to calcu-
late basic and diluted earnings per share.

(Millions of Dollars, 
except per share amounts) 2000 1999 1998

Net earnings $194.4 $150.0 $137.8

Basic earnings per share- 
weighted average shares 87,407,282 89,626,424 89,407,980

Dilutive effect of 
employee stock options 260,499 260,177 785,342

Diluted earnings per share- 
weighted average shares 87,667,781 89,886,601 90,193,322

Earnings per share:
Basic $  2.22 $  1.67 $  1.54
Diluted $  2.22 $  1.67 $  1.53



each year of service. In 1998, the company replaced the defined
benefit plan for U.S. salaried and non-union hourly employees with
a defined contribution plan, which was incorporated into the ESOP.
The new plan was actuarially designed to replace the benefits of
the pre-existing defined benefit plan. Additional service benefits
under the pre-existing plan were frozen as of January 31, 1998,
resulting in a net $3.1 million curtailment loss. Contributions under
the new plan began in February, 1998.

The company’s funding policy for its defined benefit plans is to 
contribute amounts determined annually on an actuarial basis to
provide for current and future benefits in accordance with federal
law and other regulations. Plan assets are invested in equity 
securities, bonds, real estate and money market instruments. If the
plans are terminated or merged with another plan within three years
following a change in control of the company, any excess plan
assets are to be applied to increase the benefits of all participants.

The components of net periodic pension cost are as follows:

(Millions of Dollars) 2000 1999 1998

Service cost $   8.6 $  8.4 $ 11.1
Interest cost 28.1 29.4 31.6
Expected return on plan assets (48.5) (45.8) (43.4)
Amortization of transition asset (.7) (.7) (1.2)
Amortization of prior service cost 1.2 1.1 1.4
Other (5.0) 1.7 2.0
Curtailment (gain) loss (1.4) (.5) 3.1
Net periodic pension cost (income) $(17.7) $ (6.4) $   4.6

The projected benefit obligation, accumulated benefit obligation and
fair value of plan assets for the pension plans with accumulated
benefit obligations in excess of plan assets were $21.8 million,
$18.1 million and $1.5 million, respectively, as of December 30,
2000, and $22.1 million, $16.6 million and $2.0 million, respectively,
as of January 1, 2000.

The company provides medical and dental benefits for certain retired
employees in the United States. In addition, domestic employees
who retire from active service are eligible for life insurance benefits.
Net periodic postretirement benefit expense was $1.7 million in
2000, $2.3 million in 1999 and $1.9 million in 1998.
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EMPLOYEE STOCK PURCHASE PLAN The Employee Stock
Purchase Plan enables substantially all employees in the United
States, Canada and Belgium to subscribe at any time to purchase
shares of common stock on a monthly basis at the lower of 85% of
the fair market value of the shares on the first day of the plan year
($21.17 per share for fiscal year 2000 purchases) or 85% of the fair
market value of the shares on the last business day of each month.
A maximum of 6,000,000 shares are authorized for subscription.
During 2000, 1999 and 1998 shares totaling 100,369, 127,447 and
367,498, respectively, were issued under the plan at average prices
of $20.82, $22.85 and $35.16 per share, respectively.

LONG-TERM STOCK INCENTIVE PLAN The Long-Term Stock
Incentive Plan (LTSIP) provides for the granting of awards to senior
management employees for achieving company performance 
measures. The Plan is administered by the Compensation and
Organization Committee of the Board of Directors consisting of non-
employee directors. Awards are payable in shares of common stock
as directed by the Committee. Shares totaling 41,532, 46,746 and
67,993 were issued in 2000, 1999 and 1998, respectively. LTSIP
expense was $.8 million in 2000, $.3 million in 1999 and $1.6 million
in 1998. 

STOCK COMPENSATION PLAN The company accounts for
stock option grants under its two stock-based compensation plans
and stock purchases under the Employee Stock Purchase Plan in
accordance with APB No. 25. Accordingly, no compensation cost 
has been recognized for the majority of stock option grants since 
the options have exercise prices equal to the market value of the
company’s common stock at the date of grant. If compensation cost
for the company’s stock-based compensation plans had been deter-
mined based on the fair value at the grant dates consistent with the
method prescribed by SFAS No. 123, “Accounting for Stock-Based

In 1998, the ESOP was expanded to include an additional non-
contributory benefit for U.S. salaried and non-union hourly employees
to replace the pre-existing defined benefit plan. Under the new 
benefit arrangement, the company contributes amounts ranging from
2% to 9% of employee compensation based on age, ($13.0 million
in 2000, $13.9 million in 1999 and $9.5 million in 1998). Assets of
the new defined contribution benefit are invested in equity securities
and bonds.

Shares of the company’s common stock held by the ESOP were
purchased with the proceeds of external borrowings in 1989 and 
borrowings from the company in 1991, both of which were refinanced
in 1998. The external ESOP borrowings are guaranteed by the 
company and are included in long-term debt. Shareowners’ equity
reflects both the internal and the external borrowing arrangements.

Shares are released to participant accounts based on principal and
interest payments of the underlying debt. These shares along with
allocated dividends and shares purchased on the open market are
assigned to fund share requirements of the employee contributions,
employer contributions and the dividends earned on participant
account balances.

Net ESOP activity recognized is based on total debt service and
share purchase requirements less employee contributions and 
dividends on ESOP shares. The company’s net ESOP activity resulted
in expense of $8.6 million in 2000, $10.7 million in 1999, and
income of $5.1 million in 1998.

Dividends on ESOP shares, which are charged to shareowners’ 
equity as declared, were $14.2 million in 2000, $14.7 million in 1999
and $15.2 million in 1998. Interest costs incurred by the ESOP on
external debt for 2000, 1999 and 1998 were $1.9 million, $2.2 mil-
lion and $2.9 million, respectively. ESOP shares not yet allocated to
participants are treated as outstanding for purposes of computing
earnings per share. As of December 30, 2000 the number of ESOP
shares allocated to participant accounts was 9,056,081 and the
number of unallocated shares was 8,135,176.

PENSION AND OTHER BENEFIT PLANS The company 
sponsors noncontributory pension plans covering substantially all
employees. Benefits for salaried and non-union hourly employees
are generally based on salary and years of service, while those for
collective bargaining employees are based on a stated amount for

Compensation”, the company’s net earnings and earnings per share
would have been adjusted to the pro forma amounts indicated below:

2000 1999 1998

Pro forma net earnings 
(in millions) $173.2 $141.4 $128.9

Pro forma earnings per share:
Basic $  1.98 $  1.58 $  1.44
Diluted $  1.97 $  1.57 $  1.43

Pro forma compensation cost relating to the stock options is 
recognized over the six month vesting period, while Employee Stock
Purchase Plan compensation cost is recognized on the first day of
the plan year. The fair value of each stock option grant was estimat-
ed on the date of grant using the Black-Scholes option pricing model
with the following weighted average assumptions used for grants in
2000, 1999 and 1998, respectively: dividend yield of 3.8%, 3.5%
and, 3.1%; expected volatility of 40% for 2000 and 1999, and 35%
for 1998; risk-free interest rates of 6.1%, 7.0% and 5.4%; and
expected lives of 7 years. The weighted average fair value of stock
options granted in 2000, 1999 and 1998 was $8.15, $9.92 and
$10.90, respectively. The fair value of the employees’ purchase
rights under the Employee Stock Purchase Plan was estimated using
the following assumptions for 2000, 1999 and 1998, respectively:
dividend yield of 5.2%, 3.5% and 3.1%, expected volatility of 40%
for 2000 and 1999, and 35% for 1998; risk-free interest rates of
6.0%, 6.4% and 4.8%, and expected lives of 1.0 years. The weighted
average fair value of those purchase rights granted in 2000, 1999
and 1998 was $5.68, $10.09 and $7.21, respectively.

K. EMPLOYEE BENEFIT PLANS

EMPLOYEE STOCK OWNERSHIP PLAN (ESOP) The Account
Value Plan provides opportunities for tax-deferred savings, enabling
eligible U.S. employees to acquire a proprietary interest in the com-
pany. Such employees may contribute from 1% to 15% of their salary
to the plan. The company contributes an amount equal to one-half of
the employee contribution up to the first 7% of their salary, all of
which is invested in the company’s common stock. The amounts in
2000, 1999 and 1998 under this matching arrangement were $7.0
million, $7.1 million and $7.9 million, respectively. Beginning in 1998,
the investment options for plan participant contributions were
enhanced to include a variety of investment funds in addition to the
company’s common stock. 



each year of service. In 1998, the company replaced the defined
benefit plan for U.S. salaried and non-union hourly employees with
a defined contribution plan, which was incorporated into the ESOP.
The new plan was actuarially designed to replace the benefits of
the pre-existing defined benefit plan. Additional service benefits
under the pre-existing plan were frozen as of January 31, 1998,
resulting in a net $3.1 million curtailment loss. Contributions under
the new plan began in February, 1998.

The company’s funding policy for its defined benefit plans is to 
contribute amounts determined annually on an actuarial basis to
provide for current and future benefits in accordance with federal
law and other regulations. Plan assets are invested in equity 
securities, bonds, real estate and money market instruments. If the
plans are terminated or merged with another plan within three years
following a change in control of the company, any excess plan
assets are to be applied to increase the benefits of all participants.

The components of net periodic pension cost are as follows:

(Millions of Dollars) 2000 1999 1998

Service cost $   8.6 $  8.4 $ 11.1
Interest cost 28.1 29.4 31.6
Expected return on plan assets (48.5) (45.8) (43.4)
Amortization of transition asset (.7) (.7) (1.2)
Amortization of prior service cost 1.2 1.1 1.4
Other (5.0) 1.7 2.0
Curtailment (gain) loss (1.4) (.5) 3.1
Net periodic pension cost (income) $(17.7) $ (6.4) $   4.6

The projected benefit obligation, accumulated benefit obligation and
fair value of plan assets for the pension plans with accumulated
benefit obligations in excess of plan assets were $21.8 million,
$18.1 million and $1.5 million, respectively, as of December 30,
2000, and $22.1 million, $16.6 million and $2.0 million, respectively,
as of January 1, 2000.

The company provides medical and dental benefits for certain retired
employees in the United States. In addition, domestic employees
who retire from active service are eligible for life insurance benefits.
Net periodic postretirement benefit expense was $1.7 million in
2000, $2.3 million in 1999 and $1.9 million in 1998.

46 47

EMPLOYEE STOCK PURCHASE PLAN The Employee Stock
Purchase Plan enables substantially all employees in the United
States, Canada and Belgium to subscribe at any time to purchase
shares of common stock on a monthly basis at the lower of 85% of
the fair market value of the shares on the first day of the plan year
($21.17 per share for fiscal year 2000 purchases) or 85% of the fair
market value of the shares on the last business day of each month.
A maximum of 6,000,000 shares are authorized for subscription.
During 2000, 1999 and 1998 shares totaling 100,369, 127,447 and
367,498, respectively, were issued under the plan at average prices
of $20.82, $22.85 and $35.16 per share, respectively.

LONG-TERM STOCK INCENTIVE PLAN The Long-Term Stock
Incentive Plan (LTSIP) provides for the granting of awards to senior
management employees for achieving company performance 
measures. The Plan is administered by the Compensation and
Organization Committee of the Board of Directors consisting of non-
employee directors. Awards are payable in shares of common stock
as directed by the Committee. Shares totaling 41,532, 46,746 and
67,993 were issued in 2000, 1999 and 1998, respectively. LTSIP
expense was $.8 million in 2000, $.3 million in 1999 and $1.6 million
in 1998. 

STOCK COMPENSATION PLAN The company accounts for
stock option grants under its two stock-based compensation plans
and stock purchases under the Employee Stock Purchase Plan in
accordance with APB No. 25. Accordingly, no compensation cost 
has been recognized for the majority of stock option grants since 
the options have exercise prices equal to the market value of the
company’s common stock at the date of grant. If compensation cost
for the company’s stock-based compensation plans had been deter-
mined based on the fair value at the grant dates consistent with the
method prescribed by SFAS No. 123, “Accounting for Stock-Based

In 1998, the ESOP was expanded to include an additional non-
contributory benefit for U.S. salaried and non-union hourly employees
to replace the pre-existing defined benefit plan. Under the new 
benefit arrangement, the company contributes amounts ranging from
2% to 9% of employee compensation based on age, ($13.0 million
in 2000, $13.9 million in 1999 and $9.5 million in 1998). Assets of
the new defined contribution benefit are invested in equity securities
and bonds.

Shares of the company’s common stock held by the ESOP were
purchased with the proceeds of external borrowings in 1989 and 
borrowings from the company in 1991, both of which were refinanced
in 1998. The external ESOP borrowings are guaranteed by the 
company and are included in long-term debt. Shareowners’ equity
reflects both the internal and the external borrowing arrangements.

Shares are released to participant accounts based on principal and
interest payments of the underlying debt. These shares along with
allocated dividends and shares purchased on the open market are
assigned to fund share requirements of the employee contributions,
employer contributions and the dividends earned on participant
account balances.

Net ESOP activity recognized is based on total debt service and
share purchase requirements less employee contributions and 
dividends on ESOP shares. The company’s net ESOP activity resulted
in expense of $8.6 million in 2000, $10.7 million in 1999, and
income of $5.1 million in 1998.

Dividends on ESOP shares, which are charged to shareowners’ 
equity as declared, were $14.2 million in 2000, $14.7 million in 1999
and $15.2 million in 1998. Interest costs incurred by the ESOP on
external debt for 2000, 1999 and 1998 were $1.9 million, $2.2 mil-
lion and $2.9 million, respectively. ESOP shares not yet allocated to
participants are treated as outstanding for purposes of computing
earnings per share. As of December 30, 2000 the number of ESOP
shares allocated to participant accounts was 9,056,081 and the
number of unallocated shares was 8,135,176.

PENSION AND OTHER BENEFIT PLANS The company 
sponsors noncontributory pension plans covering substantially all
employees. Benefits for salaried and non-union hourly employees
are generally based on salary and years of service, while those for
collective bargaining employees are based on a stated amount for

Compensation”, the company’s net earnings and earnings per share
would have been adjusted to the pro forma amounts indicated below:

2000 1999 1998

Pro forma net earnings 
(in millions) $173.2 $141.4 $128.9

Pro forma earnings per share:
Basic $  1.98 $  1.58 $  1.44
Diluted $  1.97 $  1.57 $  1.43

Pro forma compensation cost relating to the stock options is 
recognized over the six month vesting period, while Employee Stock
Purchase Plan compensation cost is recognized on the first day of
the plan year. The fair value of each stock option grant was estimat-
ed on the date of grant using the Black-Scholes option pricing model
with the following weighted average assumptions used for grants in
2000, 1999 and 1998, respectively: dividend yield of 3.8%, 3.5%
and, 3.1%; expected volatility of 40% for 2000 and 1999, and 35%
for 1998; risk-free interest rates of 6.1%, 7.0% and 5.4%; and
expected lives of 7 years. The weighted average fair value of stock
options granted in 2000, 1999 and 1998 was $8.15, $9.92 and
$10.90, respectively. The fair value of the employees’ purchase
rights under the Employee Stock Purchase Plan was estimated using
the following assumptions for 2000, 1999 and 1998, respectively:
dividend yield of 5.2%, 3.5% and 3.1%, expected volatility of 40%
for 2000 and 1999, and 35% for 1998; risk-free interest rates of
6.0%, 6.4% and 4.8%, and expected lives of 1.0 years. The weighted
average fair value of those purchase rights granted in 2000, 1999
and 1998 was $5.68, $10.09 and $7.21, respectively.

K. EMPLOYEE BENEFIT PLANS

EMPLOYEE STOCK OWNERSHIP PLAN (ESOP) The Account
Value Plan provides opportunities for tax-deferred savings, enabling
eligible U.S. employees to acquire a proprietary interest in the com-
pany. Such employees may contribute from 1% to 15% of their salary
to the plan. The company contributes an amount equal to one-half of
the employee contribution up to the first 7% of their salary, all of
which is invested in the company’s common stock. The amounts in
2000, 1999 and 1998 under this matching arrangement were $7.0
million, $7.1 million and $7.9 million, respectively. Beginning in 1998,
the investment options for plan participant contributions were
enhanced to include a variety of investment funds in addition to the
company’s common stock. 



The components of the pension and other postretirement benefit
obligations, as well as the net benefit obligation recognized in the
consolidated balance sheets, are shown below: 

(Millions of Dollars) 2000 1999 2000 1999
Pension Benefits Other Benefits

Change in benefit obligation
Benefit obligation at end of 

prior year $426.3 $512.6 $ 16.3 $ 17.4
Service cost 8.6 8.4 .7 1.1
Interest cost 28.1 29.4 1.0 1.1
Actuarial (gains) losses (13.1) (72.6) (1.9) (1.6)
Plan amendments 2.6 1.5 – –
Foreign currency exchange rates (9.3) (1.0) – –
Benefits paid (60.5) (52.0) (1.7) (1.7)
Benefit obligation at end of year 382.7 426.3 14.4 16.3

Change in plan assets
Fair value of plan assets at end

of prior year 583.2 534.1 – –
Actual return on plan assets 36.2 98.3 – –
Foreign currency exchange rate

changes (11.9) (1.1) – –
Employer contribution 2.7 3.9 1.7 1.7
Benefits paid (60.5) (52.0) (1.7) (1.7)
Fair value of plan assets at

end of year 549.7 583.2 – –
Funded status-assets in excess 

(less than) benefit obligation 167.0 156.9 (14.4) (16.3)
Unrecognized prior service cost 10.6 10.1 .2 .2 
Unrecognized net actuarial 

(gain) loss (138.8) (141.7) (1.7) .3 
Unrecognized net asset 

at transition (2.0) (2.7) – –
Net amount recognized $ 36.8 $  22.6 $ (15.9) $(15.8)

Amounts recognized in the
consolidated balance sheet

Prepaid benefit cost $ 52.1 $  37.4 $      – $ –
Accrued benefit liability (17.8) (16.6) (15.9) (15.8)
Intangible asset 1.4 1.4 – –
Accumulated other 

comprehensive income 1.1 .4 – –
Net amount recognized $ 36.8 $  22.6 $ (15.9) $(15.8)

O. INCOME TAXES 

Significant components of the company’s deferred tax liabilities and
assets as of the end of each fiscal year were as follows:

(Millions of Dollars) 2000 1999

Deferred tax liabilities:
Depreciation $  82.4 $ 70.6
Other 16.4 9.8

Total deferred tax liabilities 98.8 80.4
Deferred tax assets:

Employee benefit plans 26.4 36.2
Doubtful accounts 16.1 15.7
Inventories 13.8 6.5
Amortization of intangibles 16.4 18.7
Accruals 13.9 13.6
Restructuring charges 20.7 30.3
Foreign and state operating loss 

carryforwards 16.1 15.2
Other 6.9 –

130.3 136.2
Valuation allowance (16.1) (15.2)
Total deferred tax assets 114.2 121.0
Net deferred tax assets $  15.4 $  40.6

Valuation allowances reduced the deferred tax asset attributable to
foreign and state loss carryforwards to the amount that, based upon
all available evidence, is more likely than not to be realized. Reversal
of the valuation allowance is contingent upon the recognition of
future taxable income and capital gains in specific foreign countries
and specific states, or changes in circumstances which cause 
the recognition of the benefits to become more likely than not.

Income tax expense consisted of the following:

(Millions of Dollars) 2000 1999 1998

Current:
Federal $  40.1 $  25.3 $  55.5
Foreign 16.7 13.7 13.9
State 7.0 5.6 7.6 
Total current 63.8 44.6 77.0

Deferred (benefit):
Federal 34.7 32.1 (.9) 
Foreign (2.9) .8 1.4 
State 3.7 3.3 .1

Total deferred (benefit) 35.5 36.2 .6
Total $  99.3 $  80.8 $  77.6

Income taxes paid during 2000, 1999 and 1998 were $59.7 million,
$22.4 million and $71.0 million, respectively.

Assumptions used for significant pension benefit plans were as follows:

2000 1999

Discount rate 7.5% 7.5%
Average wage increase 4.0% 4.0%
Expected return on plan assets 9.0% 10.0%

In 1999, changing the discount rate used for measuring the benefit
obligation from 6.5% to 7.5% resulted in an actuarial gain of approx-
imately $73 million, included in the change in benefit obligation.

The weighted average annual assumed rate of increase in the 
per-capita cost of covered benefits (i.e., health care cost trend rate)
is assumed to be 8.0% for 2001 reducing gradually to 6% by 2010
and remaining at that level thereafter. A one percentage point
increase or decrease in the assumed health care cost trend rate
would have an immaterial effect on the accumulated postretirement
benefit obligation and net periodic postretirement benefit cost for
fiscal 2000. A discount rate of 7.5% was used in measuring the
accumulated benefit obligations for 2000 and 1999.

L.  OTHER COSTS AND EXPENSES

Interest-net for 2000, 1999 and 1998 included interest income of
$7.5, $5.4 million and $7.9 million, respectively.

Other-net in 1999 includes a gain on the termination of a cross-
currency financial instrument of $11.4 million ($.08 per share). 

Advertising costs are expensed as incurred and amounted to $48.7
million in 2000, $50.2 million in 1999 and $46.2 million in 1998.
Marketing costs for 2000, 1999 and 1998 amounted to $62.4 million,
$59.7 million and $61.4 million, respectively.

M. RESTRUCTURING AND ASSET 
WRITE-OFFS

In the fourth quarter of 1999, the company completed an evaluation
of remaining reserves established in 1997 for restructuring initiatives
designed to streamline its manufacturing, sales, distribution and
administration operations. The company determined that certain
actions contemplated at the time of the original restructuring would
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not occur. Accordingly, the company recorded one-time special cred-
its to income of $61.8 million, reversing excess reserves remaining
from 1997. Reserves of $17.8 million were set aside for this purpose,
consisting of $12.2 million for severance, $4.1 million for other exit
costs and $1.5 million for the write-down of impaired assets. As of
December 30, 2000, reserve balances related to this initiative were
$3.6 million for severance, and other exit costs, and $0.3 million for
the write-down of impaired assets. 

In the fourth quarter of 1999, plans were approved for new restruc-
turing initiatives designed to achieve productivity gains. These include
the closing of eight facilities and the related relocation of production,
reductions in administrative and sales force personnel, outsourcing
of non-core activities and related asset impairments. These actions
are expected to require severance benefits for approximately 1,900
people. The cost of these initiatives is expected to be $40.5 million,
of which $31.7 million relates to severance and other exit costs and
$8.8 million is for the write-down of impaired assets.  As of
December 30, 2000, reserve balances related to this initiative were
$12.2 million for severance and other exit costs, and $3.0 million for
the write-down of impaired assets.

At December 30, 2000 and January 1, 2000, reserve balances for 
all restructuring were $19.1 million and $58.3 million, of which 
$3.3 million and $10.3 million relate to the write-down of impaired
assets, respectively.

As of December 30, 2000, 54 manufacturing and distribution facilities
have been closed. In 2000, 1999 and 1998, approximately 908, 2,300
and 2,100 employees have been terminated as a result of restructuring
initiatives, respectively. Severance payments of $29.1 million, $44.4
million and $26.1 million and other exit payments of $3.1 million,
$17.0 million and $6.2 million were made in 2000, 1999 and 1998,
respectively. Write-offs of impaired assets were $7.0 million, $13.2
million and $19.7 million in 2000, 1999 and 1998, respectively.

In 2000, the company completed the restructuring initiatives
announced in 1997 and 1999 and will be incurring certain run-off
expenditures over the next two years.

N. BUSINESS SEGMENT AND 
GEOGRAPHIC AREA 

Business Segment and Geographic Area information included on
page 36 of this report is an integral part of the financial statements. 
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QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

(Millions of Dollars, except per share amounts) Quarter Year
First Second Third Fourth

2000

Net sales $695.4 $702.8 $684.4 $666.3 $2,748.9
Gross profit 257.4 255.7 245.0 239.3 997.4
Selling, general and administrative expenses 171.9 168.1 162.2 154.4 656.6
Net earnings $ 48.2 $ 50.6 $ 48.7 $ 46.9 $ 194.4

Net earnings per share:
Basic $ .54 $ .58 $ .56 $ .54 $ 2.22
Diluted $ .54 $ .58 $ .56 $ .54 $ 2.22

1999

Net sales $683.7 $685.5 $692.0 $690.6 $2,751.8
Gross profit 232.3 230.4 245.1 230.1 937.9
Selling, general and administrative expenses 173.1 182.2 166.9 180.8 703.0
Restructuring and asset write-offs – – – (21.3) (21.3)
Net earnings $ 30.3 $ 25.3 $ 50.3 $ 44.1 $ 150.0

Net earnings per share:
Basic $ .34 $ .28 $ .56 $ .49 $ 1.67
Diluted $ .34 $ .28 $ .56 $ .49 $ 1.67

Note: The third quarter of 1999 includes a gain realized upon the termination of a cross-currency financial instrument of $11.4 million, or $.08 per share. The fourth quarter of
1999 includes a mechanics tools’ special charge of $20.1 million, or $.14 per share. 
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The reconciliation of federal income tax at the statutory federal rate
to income tax at the effective rate was as follows:

(Millions of Dollars) 2000 1999 1998

Tax at statutory rate $102.8 $  80.8 $ 75.4
State income taxes, 

net of federal benefits 6.7 5.8 5.0
Difference between foreign 

and federal income tax (7.0) (4.5) (.4)
Other-net (3.2) (1.3) (2.4)
Income taxes $  99.3 $  80.8 $ 77.6

The components of earnings before income taxes consisted of the
following:

(Millions of Dollars) 2000 1999 1998

United States $267.5 $201.0 $148.6
Foreign 26.2 29.8 66.8
Total pretax earnings $293.7 $230.8 $215.4

Undistributed foreign earnings of $153.4 million at December 30,
2000 are considered to be invested indefinitely or will be remitted
substantially free of additional tax. Accordingly, no provision has been
made for taxes that might be payable upon remittance of such earn-
ings, nor is it practicable to determine the amount of this liability.

P. COMMITMENTS 

Future minimum lease payments under noncancelable operating leas-
es, principally related to facilities, vehicles, machinery and equipment,
in millions of dollars, as of December 30, 2000 were $20.7 in 2001,
$15.1 in 2002, $22.1 in 2003, $19.3 in 2004, $3.7 in 2005 and $10.0
thereafter. Minimum payments have not been reduced by minimum
sublease rentals of $6.9 million due in the future under noncancelable
subleases. Rental expense for operating leases amounted to $46.3
million in 2000, $42.7 million in 1999, and $45.1 million in 1998.

The company has entered into certain outsourcing arrangements,
principally related to information systems, telecommunications and
freight, which expire at various dates through 2009. The future esti-
mated minimum payments under these commitments, in millions of
dollars, as of December 30, 2000 were $27.1 in 2001, $26.7 in 2002,
$21.2 in 2003, $19.9 in 2004, $18.7 in 2005 and $67.2 thereafter.

Q. CONTINGENCIES 

In the normal course of business, the company is involved in various
lawsuits and claims. In addition, the company is a party to a number
of proceedings before federal and state regulatory agencies relating
to environmental remediation. Also, the company, along with many
other companies, has been named as a potentially responsible party
(PRP) in a number of administrative proceedings for the remediation
of various waste sites, including nine active Superfund sites. Current
laws potentially impose joint and several liability upon each PRP. 
In assessing its potential liability at these sites, the company has
considered the following: the solvency of the other PRPs, whether
responsibility is being disputed, the terms of existing agreements,
experience at similar sites, and the fact that the company’s volumet-
ric contribution at these sites is relatively small.

The company’s policy is to accrue environmental investigatory and
remediation costs for identified sites when it is probable that a 
liability has been incurred and the amount of loss can be reasonably
estimated. The amount of liability recorded is based on an evaluation
of currently available facts with respect to each individual site and
includes such factors as existing technology, presently enacted laws
and regulations, and prior experience in remediation of contaminated
sites. The liabilities recorded do not take into account any claims 
for recoveries from insurance or third parties. As assessments and
remediation progress at individual sites, the amounts recorded are
reviewed periodically and adjusted to reflect additional technical
and legal information that becomes available. As of December 30,
2000, the company had reserves of $15.0 million, primarily for 
remediation activities associated with company-owned properties
as well as for Superfund sites.

The amount recorded for identified contingent liabilities is based on
estimates. Amounts recorded are reviewed periodically and adjusted
to reflect additional technical and legal information that becomes
available. Actual costs to be incurred in future periods may vary
from the estimates, given the inherent uncertainties in evaluating
certain exposures. Subject to the imprecision in estimating future
contingent liability costs, the company does not expect that any sum
it may have to pay in connection with these matters in excess of the
amounts recorded will have a materially adverse effect on its finan-
cial position, results of operations or liquidity



QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

(Millions of Dollars, except per share amounts) Quarter Year
First Second Third Fourth

2000

Net sales $695.4 $702.8 $684.4 $666.3 $2,748.9
Gross profit 257.4 255.7 245.0 239.3 997.4
Selling, general and administrative expenses 171.9 168.1 162.2 154.4 656.6
Net earnings $ 48.2 $ 50.6 $ 48.7 $ 46.9 $ 194.4

Net earnings per share:
Basic $ .54 $ .58 $ .56 $ .54 $ 2.22
Diluted $ .54 $ .58 $ .56 $ .54 $ 2.22

1999

Net sales $683.7 $685.5 $692.0 $690.6 $2,751.8
Gross profit 232.3 230.4 245.1 230.1 937.9
Selling, general and administrative expenses 173.1 182.2 166.9 180.8 703.0
Restructuring and asset write-offs – – – (21.3) (21.3)
Net earnings $ 30.3 $ 25.3 $ 50.3 $ 44.1 $ 150.0

Net earnings per share:
Basic $ .34 $ .28 $ .56 $ .49 $ 1.67
Diluted $ .34 $ .28 $ .56 $ .49 $ 1.67

Note: The third quarter of 1999 includes a gain realized upon the termination of a cross-currency financial instrument of $11.4 million, or $.08 per share. The fourth quarter of
1999 includes a mechanics tools’ special charge of $20.1 million, or $.14 per share. 

5150

The reconciliation of federal income tax at the statutory federal rate
to income tax at the effective rate was as follows:

(Millions of Dollars) 2000 1999 1998

Tax at statutory rate $102.8 $  80.8 $ 75.4
State income taxes, 

net of federal benefits 6.7 5.8 5.0
Difference between foreign 

and federal income tax (7.0) (4.5) (.4)
Other-net (3.2) (1.3) (2.4)
Income taxes $  99.3 $  80.8 $ 77.6

The components of earnings before income taxes consisted of the
following:

(Millions of Dollars) 2000 1999 1998

United States $267.5 $201.0 $148.6
Foreign 26.2 29.8 66.8
Total pretax earnings $293.7 $230.8 $215.4

Undistributed foreign earnings of $153.4 million at December 30,
2000 are considered to be invested indefinitely or will be remitted
substantially free of additional tax. Accordingly, no provision has been
made for taxes that might be payable upon remittance of such earn-
ings, nor is it practicable to determine the amount of this liability.

P. COMMITMENTS 

Future minimum lease payments under noncancelable operating leas-
es, principally related to facilities, vehicles, machinery and equipment,
in millions of dollars, as of December 30, 2000 were $20.7 in 2001,
$15.1 in 2002, $22.1 in 2003, $19.3 in 2004, $3.7 in 2005 and $10.0
thereafter. Minimum payments have not been reduced by minimum
sublease rentals of $6.9 million due in the future under noncancelable
subleases. Rental expense for operating leases amounted to $46.3
million in 2000, $42.7 million in 1999, and $45.1 million in 1998.

The company has entered into certain outsourcing arrangements,
principally related to information systems, telecommunications and
freight, which expire at various dates through 2009. The future esti-
mated minimum payments under these commitments, in millions of
dollars, as of December 30, 2000 were $27.1 in 2001, $26.7 in 2002,
$21.2 in 2003, $19.9 in 2004, $18.7 in 2005 and $67.2 thereafter.

Q. CONTINGENCIES 

In the normal course of business, the company is involved in various
lawsuits and claims. In addition, the company is a party to a number
of proceedings before federal and state regulatory agencies relating
to environmental remediation. Also, the company, along with many
other companies, has been named as a potentially responsible party
(PRP) in a number of administrative proceedings for the remediation
of various waste sites, including nine active Superfund sites. Current
laws potentially impose joint and several liability upon each PRP. 
In assessing its potential liability at these sites, the company has
considered the following: the solvency of the other PRPs, whether
responsibility is being disputed, the terms of existing agreements,
experience at similar sites, and the fact that the company’s volumet-
ric contribution at these sites is relatively small.

The company’s policy is to accrue environmental investigatory and
remediation costs for identified sites when it is probable that a 
liability has been incurred and the amount of loss can be reasonably
estimated. The amount of liability recorded is based on an evaluation
of currently available facts with respect to each individual site and
includes such factors as existing technology, presently enacted laws
and regulations, and prior experience in remediation of contaminated
sites. The liabilities recorded do not take into account any claims 
for recoveries from insurance or third parties. As assessments and
remediation progress at individual sites, the amounts recorded are
reviewed periodically and adjusted to reflect additional technical
and legal information that becomes available. As of December 30,
2000, the company had reserves of $15.0 million, primarily for 
remediation activities associated with company-owned properties
as well as for Superfund sites.

The amount recorded for identified contingent liabilities is based on
estimates. Amounts recorded are reviewed periodically and adjusted
to reflect additional technical and legal information that becomes
available. Actual costs to be incurred in future periods may vary
from the estimates, given the inherent uncertainties in evaluating
certain exposures. Subject to the imprecision in estimating future
contingent liability costs, the company does not expect that any sum
it may have to pay in connection with these matters in excess of the
amounts recorded will have a materially adverse effect on its finan-
cial position, results of operations or liquidity



52

CORPORATE INFORMATION

BOARD OF DIRECTORS 

John M. Trani 1

Chairman and 
Chief Executive Officer 

John D. Opie 3, 5

Retired; former Vice Chairman of
the Board and Executive Officer
General Electric Company

John G. Breen 2, 4

Retired; former Chairman 
The Sherwin Williams Company

Stillman B. Brown 1, 4, 5

Managing General Partner
Harcott Associates Investments

Mannie L. Jackson 2, 4

Chairman
Harlem Globetrotters International,
a division of MJA, Inc.

Eileen S. Kraus 1, 2, 5

Retired; former Chairman,
Connecticut Fleet National Bank

Hugo E. Uyterhoeven 3, 5

Professor emeritus, Graduate School 
of Business Administration
Harvard University

Kathryn D. Wriston 1, 2, 3

Director of various organizations

Bruce H. Beatt
Vice President, 
General Counsel & Secretary  
(2000)

Donald R. McIlnay
President, 
Consumer Sales Americas 
(1999)

On February 9, 2001 Stanley management rang the opening bell for

trading and held an analyst meeting at the NYSE. Pictured left to

right, Richard Grasso, NYSE Chairman, John Trani, Chairman & CEO,

Gerry Gould, Vice President, Investor Relations and Jim Loree, 

Chief Financial Officer.

1 Member of the Executive Committee
2 Member of the Audit Committee
3 Member of the Board Affairs Committee
4 Member of the Finance and Pension Committee
5 Member of the Compensation and Organization 

Committee

William D. Hill
Vice President, 
Engineering & Technology  
(1997)

Ronald L. Newcomb
Vice President, 
Operations  
(1999)

Kenneth O. Lewis
Vice President, 
Marketing & Brand Development  
(1997)

Paul W. Russo
Vice President, 
Strategy & Development 
(1995)

James M. Loree
Vice President, Finance & 
Chief Financial Officer  
(1999)

John M. Trani
Chairman & 
Chief Executive Officer  
(1997)

CORPORATE OFFICERS

Mark J. Mathieu
Vice President, 
Human Resources
(1997)

(Joined Stanley)



COMMON STOCK The Stanley Works common stock is listed on
the New York and Pacific Stock Exchanges under the abbreviated
ticker symbol “SWK”; and is a component of the S&P 500 Composite
Stock Price Index.

Common Stock (Dollars per Share)

Price Dividends
2000 1999 2000 1999

High Low High Low

First Quarter 301/8 221/4 28 3/4 23 1/4 $.22 $.215

Second Quarter 303/8 23 35 25 3/4 .22 .215

Third Quarter 287/16 221/4 32 5/16 24 3/16 .23 .22

Fourth Quarter 317/8 187/16 33 5/8 22 .23 .22

$.90 $.87

DIVIDENDS The Stanley Works has an impressive and truly 
unique dividend record over the long haul:
>  Our record of annual dividend payments is unmatched by any 

industrial company listed on the New York Stock Exchange – 
124 consecutive years.

>  Our quarterly dividend record is the longest of any industrial 
company listed on the New York Stock Exchange – 
423 consecutive quarters.

>  We have increased dividends in each of the past 33 years, 
and in that same period, an investment in Stanley stock grew 
at a compound annual rate of 13%.

>  Increased dividends every year since 1968

Dividend per share in Dollars $.90 per share
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INVESTOR AND SHAREOWNER INFORMATION
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TRANSFER AGENT AND REGISTRAR All shareowner inquiries,
including transfer-related matters, should be directed to: EquiServe
Limited Partnership, Servicing Agent for State Street Bank and Trust
Company, P.O. Box 8200, Boston, MA 02266-8200 - (800) 543-6757.
http://www.equiserve.com

CORPORATE OFFICES The company’s principal corporate 
offices are located at: 1000 Stanley Drive, New Britain, CT 06053
(860) 225-5111.

ANNUAL MEETING The annual meeting of The Stanley Works
will be held at 9:30 a.m. CST on Wednesday, April 18, 2001, at the
Renaissance Dallas Hotel, 2222 Stemmons Freeway, Dallas, Texas. 
A formal notice of the meeting together with a proxy statement 
has been mailed to shareowners with this annual report.

INDEPENDENT AUDITORS Ernst & Young LLP, 225 Asylum
Street, Hartford, Connecticut 06103.

FINANCIAL & INVESTOR COMMUNICATIONS The Stanley
Works investor relations department provides information to share-
owners and the financial community. We encourage inquiries and
will provide services which include:
>  Fulfilling requests for annual reports, proxy statements, 

Form 10-Q, Form 10-K, copies of press releases and other 
company information.

>  Meetings with securities analysts and fund managers.

Contact The Stanley Works investor relations department at our 
corporate offices by calling Gerard J. Gould, Vice President, 
Investor Relations at (860) 827-3833. We make quarterly news
releases available on-line on the Internet on the day that results 
are released to the news media. The Stanley Works releases and a
variety of shareowner information can be found at the company’s
website: http://www.stanleyworks.com. Stanley shareowners are
also able to call toll-free (800) 499-9202 to request a copy of the
most recent quarterly release.

DIVIDEND REINVESTMENT PLAN AND STOCK PURCHASE

PROGRAM Shareowners may invest funds, have dividends auto- 
matically reinvested in Stanley common stock and/or make optional
cash payments to increase their common stock investment. Inquiries
regarding this service should be directed to: InvestLink® Program
State Street Bank and Trust Company, P.O. Box 8200, Boston, MA
02266-8200 - (800) 543-6757. http://www.equiserve.com
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