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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

SPECTRUM BRANDS, INC.

Condensed Consolidated Balance Sheets
July 2, 2006 and September 30, 2005
(Unaudited)

(Amounts in thousands, except per share figures)

-ASSETS-
Current assets:
Cash and cash equivalents
Receivables, less allowance for doubtful accounts of $19,684 and $20,262, respectively
Inventories
Assets held for sale
Prepaid expenses and other
Total current assets
Property, plant and equipment, net
Goodwill
Intangible assets, net
Deferred charges and other
Debt issuance costs
Total assets

-LIABILITIES AND SHAREHOLDERS’ EQUITY-
Current liabilities:
Current maturities of long-term debt
Accounts payable
Liabilities held for sale
Accrued liabilities
Total current liabilities
Long-term debt, net of current maturities
Employee benefit obligations, net of current portion
Deferred income taxes
Other
Total liabilities
Shareholders’ equity:
Common stock, $.01 par value, authorized 150,000 shares; issued 67,528 and 66,625 shares, respectively;
outstanding 51,597 and 50,797 shares, respectively
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income

Less treasury stock, at cost, 15,931 and 15,828 shares, respectively
Total shareholders’ equity
Total liabilities and shareholders’ equity

See accompanying notes which are an integral part of these condensed consolidated financial statements (unaudited).
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July 2, 2006 September 30, 2005
$ 13,135 $ 29,852
406,818 373,395
461,003 451,553
3,226 108,174
89,952 84,993
974,134 1,047,967
315,752 304,323
1,478,442 1,429,017
1,146,379 1,154,397
53,445 47,375
39,272 39,012
$4,007,424 $ 4,022,091
$ 51,167 $ 39,308
281,314 281,954
— 22,294
259,123 213,820
591,604 557,376
2,231,757 2,268,025
82,991 78,510
154,133 208,251
66,920 67,199
3,127,405 3,179,361
675 666
648,319 635,309
272,740 267,315
31,361 10,260
953,095 913,550
(73,076) (70,820)
880,019 842,730
$4,007,424 $ 4,022,091
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SPECTRUM BRANDS, INC.

Condensed Consolidated Statements of Operations
For the three and nine month periods ended July 2, 2006 and July 3, 2005

(Unaudited)

(Amounts in thousands, except per share figures)

Net sales
Cost of goods sold
Restructuring and related charges
Gross profit
Selling
General and administrative
Research and development
Restructuring and related charges
Total operating expenses
Operating income
Interest expense
Other income, net
Income from continuing operations before income taxes
Income tax expense
Income from continuing operations
Income (loss) from discontinued operations, net of tax
Net income

Basic earnings per share:

Weighted average shares of common stock outstanding
Income from continuing operations

Income (loss) from discontinued operations

Net income

Diluted earnings per share:

Weighted average shares and equivalents outstanding
Income from continuing operations

Income (loss) from discontinued operations

Net income

THREE MONTHS NINE MONTHS
2006 2005 2006 2005
$698,269  $707,791  $1,943349  $1,719,525
430,086 429,831 1,196,515 1,057,668
2,708 7,807 4,435 7,807
265,475 270,153 742,399 654,050
154,243 142,864 419,673 349,442
43,153 42,997 137,386 112,645
7,482 7,993 22,521 21,214
11,552 7,365 22,835 7,521
216,430 201,219 602,415 490,822
49,045 68,934 139,984 163,228
45,688 38,623 130,000 94,544
(84) (1,107) (6,023) (1,274)
3,441 31,418 16,007 69,958
896 10,653 5,302 24,864
2,545 20,765 10,705 45,094
— 2,946 (5,280) 4,615
$ 2545 $ 23711 $ 5425 $ 49,709
49,456 48,916 49,458 42,024
$ 005 $ 042 $ 022 $ 107
= 0.06 (0.11) 0.11
$ 005 $ 048 $ 011 $ 118
51,584 51,086 50,959 43,919
$ 005 $ 041 $ 021 $ 103
— 0.05 (0.10) 0.10
$ 005 $ 046 $ 011 $ 113

See accompanying notes which are an integral part of these condensed consolidated financial statements (unaudited).
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SPECTRUM BRANDS, INC.

Condensed Consolidated Statements of Cash Flows
For the nine month periods ended July 2, 2006 and July 3, 2005
(Unaudited)
(Amounts in thousands)

Cash flows from operating activities:

Income from continuing operations

Non-cash adjustments to income from continuing operations:
Gain on sale of assets

Depreciation

Amortization

Amortization of debt issuance costs

Loss on debt extinguishment

Inventory valuation purchase accounting charge

Other non-cash adjustments

Net changes in operating assets and liabilities, net of acquisitions and discontinued operations

Net cash provided by operating activities of continuing operations
Net cash provided by operating activities of discontinued operations
Net cash provided by operating activities

Cash flows from investing activities:

Purchases of property, plant and equipment

Proceeds from sale of property, plant and equipment and investments
Proceeds from sale of assets held for sale

Payment for acquisitions, net of cash acquired

Net cash used by investing activities of continuing operations

Net cash provided (used) by investing activities of discontinued operations
Net cash provided (used) by investing activities

Cash flows from financing activities:

Reduction of debt

Proceeds from debt financing

Debt issuance costs

Proceeds from exercise of stock options

Stock option income tax benefit

Cash repayment of notes receivable from officers/shareholders
Net cash (used) provided by financing activities

Effect of exchange rate changes on cash and cash equivalents
Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

NINE MONTHS

2006 2005
$ 10,705 $ 45094
(8,876) —
36,661 32,960
29,748 15,815
4,976 4,188
— 12,033
204 34,961
28,825 3,931
(93,938) (18,043)
8,305 130,939
— 275
8,305 131,214
(51,158) (40,833)
5,379 —
10,641 —
_ (14,856) _(1,598,703)
(49,994) (1,639,536)
84,432 (275)
34,438 (1,639,811)
(741,643) (911,208)
686,996 2,432,266
(5,236) (31,109)
365 18,028
80 10,234
— 2,650
(59,438) 1,520,861
(22) 772
(16,717) 13,036
29,852 13,971
$ 13,135 $ 27,007

See accompanying notes which are an integral part of these condensed consolidated financial statements (unaudited).
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SPECTRUM BRANDS, INC.

Notes to Condensed Consolidated Financial Statements (Unaudited)
(Amounts in thousands, except per share figures)

1 DESCRIPTION OF BUSINESS

Spectrum Brands, Inc. and its subsidiaries (the “Company”) is a global branded consumer products company with positions in seven major product
categories: consumer batteries; lawn and garden; pet supplies; electric shaving and grooming; household insect control; electric personal care products; and
portable lighting. The Company is a worldwide manufacturer and marketer of alkaline, zinc carbon and hearing aid batteries, as well as aquariums and aquatic
health supplies, a designer and marketer of rechargeable batteries and battery-powered lighting products and a designer and marketer of electric shavers and
accessories, grooming products and hair care appliances. The Company is also a North American manufacturer and marketer of lawn fertilizers, herbicides, pet
supplies and specialty food products, and insecticides and repellents.

The Company sells its products in approximately 120 countries through a variety of trade channels, including retailers, wholesalers and distributors,
hearing aid professionals, industrial distributors and original equipment manufacturers (“OEMs”) and enjoys strong name recognition in its markets under the
Rayovac, VARTA and Remington brands, each of which has been in existence for more than 80 years, and under the Spectracide, Cutter, Tetra, 8-in-1 and various
other brands. The Company’s manufacturing and product development facilities are located in the United States, Europe, China and Latin America. Due to
business seasonality, the Company’s operating results for the three and nine month periods ended July 2, 2006 are not necessarily indicative of the results that
may be expected for the full year ended September 30, 2006.

2 SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation: These condensed consolidated financial statements have been prepared by the Company, without audit, pursuant to the rules and
regulations of the U.S. Securities and Exchange Commission (the “SEC”) and, in the opinion of the Company, include all adjustments (which are normal and
recurring in nature) necessary to present fairly the financial position of the Company at July 2, 2006, and the results of operations and cash flows for the three and
nine month periods ended July 2, 2006 and July 3, 2005. Certain information and footnote disclosures normally included in consolidated financial statements
prepared in accordance with generally accepted accounting principles in the United States of America have been condensed or omitted pursuant to such SEC rules
and regulations. These condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements and notes
thereto included in the Company’s Annual Report on Form 10-K for the fiscal year ended September 30, 2005. Certain prior period amounts have been
reclassified to conform to the current period presentation.

Significant Accounting Policies and Practices: The condensed consolidated financial statements include the condensed consolidated financial statements
of Spectrum Brands, Inc. and its subsidiaries and are prepared in accordance with generally accepted accounting principles in the United States of America. All
intercompany transactions have been eliminated. The Company’s fiscal year ends September 30. References herein to 2006 and 2005 refer to the fiscal years
ended September 30, 2006 and 2005, respectively.

The preparation of condensed consolidated financial statements in conformity with generally accepted accounting principles in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.
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SPECTRUM BRANDS, INC.

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)
(Amounts in thousands, except per share figures)

The Company’s Condensed Consolidated Financial Statements (unaudited) presented herein include the results of operations for Jungle Laboratories
Corporation (“Jungle Labs) subsequent to the September 1, 2005 date of acquisition, the results of operations for Tetra Holding GmbH (“Tetra”) subsequent to
the April 29, 2005 date of acquisition and the results of operations for United Industries Corporation (“United”) subsequent to the February 7, 2005 date of
acquisition. (See footnote 10, “Acquisitions,” for additional information on the Jungle Labs, Tetra and United acquisitions).

Discontinued Operations: On November 22, 2005, the Company announced the sale of its fertilizer technology and Canadian professional fertilizer
products businesses to Agrium Inc., an agricultural retailer and wholesale producer and marketer of agricultural nutrients and industrial products. The sale, which
was completed on January 25, 2006, included two divisions of Spectrum Brands’ Nu-Gro subsidiary, representing fiscal 2005 revenue of approximately $80,000
from sales of high-end specialty controlled-release nitrogen fertilizer and other products to professional turf markets and specialty wholesale fertilizer customers.
Proceeds from the sale, net of contractual working capital adjustments, are expected to total approximately $83,000.

The Company has reflected the fertilizer technology and Canadian professional fertilizer products operations of Nu-Gro as discontinued operations. The
Company discontinued these operations effective September 30, 2005 as part of the United integration initiatives. See footnote 11, “Restructuring and Related
Charges,” for additional discussion of United integration initiatives. The following amounts have been segregated from continuing operations and are reflected as
discontinued operations for the three and nine month periods ended July 2, 2006 and July 3, 2005, respectively:

Three Months Nine Months
2006 2005 2006® 2005
Net sales $— $22,654 $16,314 $36,200
Income (loss) from discontinued operations before income taxes $— $ 4,464 $ (6,106) $ 7,113
Provision for income taxes — (1,518) 826 (2,498)
Income (loss) from discontinued operations (including estimated loss on disposal of $3,788 in 2006), net of
tax $— $ 2,946 $(5,280) $ 4,615

) The three month period ended July 3, 2005 represents results for the discontinued operations for April 2005 through June 2005. The nine month period
ended July 3, 2005 represents results for the discontinued operations for February 2005 through June 2005.
®  The nine month period ended July 2, 2006 represents results for the discontinued operations for October 2005 through January 2006.

Assets Held for Sale: The balance in Assets held for sale in the Condensed Consolidated Balance Sheets (unaudited) as of July 2, 2006 consists primarily
of a distribution facility in the Dominican Republic and a manufacturing facility in France. During the nine month period ended July 2, 2006, an $8,876 gain on
sale of assets is included in the Condensed Consolidated Statements of Cash Flows. This gain includes an $8,260 gain on the sale of a Bridgeport, CT facility,
previously included in Assets held for sale.

Shipping and Handling Costs: The Company incurred shipping and handling costs of $65,777 and $163,909 for the three and nine month periods ended
July 2, 2006, respectively, and $56,089 and $117,530 for the three and nine month periods ended July 3, 2005, respectively. These costs are included in Selling
expenses. Shipping and handling costs include costs incurred with third-party carriers to transport products to customers as well as salaries and overhead costs
related to activities to prepare the Company’s products for shipment from its distribution facilities.
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SPECTRUM BRANDS, INC.

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)
(Amounts in thousands, except per share figures)

Concentrations of Credit Risk: Trade receivables subject the Company to credit risk. The Company extends credit to its customers based upon an
evaluation of the customer’s financial condition and credit history, but generally does not require collateral. The Company monitors its customers’ credit and
financial condition based on changing economic conditions and will make adjustments to credit policies as required. Provision for losses on uncollectible trade
receivables are determined principally on the basis of past collection experience applied to ongoing evaluations of the Company’s receivables and evaluations of
the risks of nonpayment for a given customer.

The Company has a broad range of customers including many large retail outlet chains, one of which accounts for a significant percentage of its sales
volume. This customer represented approximately 20% of the Company’s Net sales during both the three and nine month periods ended July 2, 2006, and 21%
and 19% of its Net sales during the three and nine month periods ended July 3, 2005, respectively. This major customer also represented approximately 15% and
12% of its trade accounts receivable, net as of July 2, 2006 and September 30, 2005, respectively.

Approximately 41% of the Company’s sales during the nine month period ended July 2, 2006 occurred outside the United States. These sales and related
receivables are subject to varying degrees of credit, currency, political and economic risk. The Company monitors these risks and makes appropriate provisions
for collectibility based on an assessment of the risks present.

Stock-Based Compensation: On October 1, 2005 the Company adopted Statement of Financial Accounting Standards (“SFAS”) No. 123 (Revised 2004),
“Share-Based Payment” (“SFAS 123(R)”) requiring the Company to recognize expense related to the fair value of its employee stock option awards. The
Company recognizes the cost of all share-based awards on a straight-line basis over the vesting period of the award. Total stock compensation expense associated
with both stock options and restricted stock awards recognized by the Company during the three and nine month periods ended July 2, 2006 was $4,449 and
$12,573, respectively, or $3,291 and $8,408, net of taxes, respectively. The amounts before tax are included in General and administrative expenses in the
Condensed Consolidated Statements of Operations (unaudited). The Company expects that total stock compensation expense for 2006 will be approximately
$17,000 before the effect of income taxes. As of July 2, 2006 there was $38,854 of unrecognized compensation cost related to restricted stock that is expected to
be recognized over a weighted average period of approximately 3 years.

The Company uses or has used two forms of stock based compensation. Shares of restricted stock have been awarded to certain employees and members of
management since fiscal 2001. Restricted stock is now the only form of stock based compensation used by the Company. Prior to the fourth quarter of fiscal
2004, the Company also issued stock options to employees, some of which remained unvested at the adoption date of SFAS 123(R).

Stock options previously awarded generally vest under a combination of time-based and performance-based vesting criteria. Under the time-based vesting,
the stock options become exercisable primarily in equal increments over a three year period, while under the performance-based vesting such options become
exercisable over the same time period or one year after, if certain performance criteria are not met. The exercise period for all stock options does not exceed ten
years from the date of grant.

Restricted stock shares granted prior to the third quarter of fiscal 2006 generally have vesting periods of three to five years. Approximately 50% of the
restricted stock shares are time-based and vest on a pro rata basis over either a three or four year vesting period and the remaining 50% are performance-based.
Vesting of such performance based restricted stock will occur only upon achievement of certain performance goals established by
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SPECTRUM BRANDS, INC.

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)
(Amounts in thousands, except per share figures)

the Board of Directors of the Company. Generally, performance targets consist of EPS (“Earnings Per Share”), segment EBIT (“Earnings Before Interest and
Taxes”) and cash flow components. If such performance targets are not met, the performance component of a restricted stock award will automatically vest one
year after the originally scheduled vesting date, effectively making the award time based. The Company recognizes amortization on the time-based component on
a straight-line basis over the vesting period. The Company recognizes amortization on the performance-based component on a straight-line basis over the vesting
period, assuming performance targets will not be met, unless and until it is probable that the performance targets will be met. At the point in time when it is
probable that the performance target will be met, the recognition period is shortened one year to account for the accelerated vesting requirement of the
performance-based component.

Effective the third quarter of fiscal 2006, the only stock-based compensation to be awarded will be performance-based restricted stock or stock options.
Such future performance-based restricted stock or stock options will vest upon the achievement of certain performance goals established by the Board of
Directors and will not contain a time-based provision providing for automatic vesting one year after the originally scheduled vesting date if the performance
targets are not met.

The Company currently has two active incentive plans under which additional shares may be issued. In 1997, the Board adopted the 1997 Rayovac
Incentive Plan (“1997 Plan”). Up to 5,000 shares of Common stock may be issued under the 1997 Plan, which expires in August 2007. As of July 2, 2006, there
were options with respect to 1,551 shares of common stock outstanding under the 1997 Plan. In 2004, the Board adopted the 2004 Rayovac Incentive Plan (“2004
Plan”). The 2004 Plan supplements the 1997 Plan. Up to 3,500 shares of common stock may be issued under the 2004 Plan, which expires in July 2014. As of
July 2, 2006, 2,205 restricted shares had been granted under the 2004 Plan. No options have been granted under the 2004 Plan.

The fair value of restricted stock is determined based on the market price of the Company’s shares on the grant date. A summary of the status of the
Company’s nonvested restricted stock as of September 30, 2005, and changes during the nine month period ended July 2, 2006, is as follows:

Weighted
Average

Grant Date
Restricted Stock Shares Fair Value Fair Value
Restricted stock at September 30, 2005 1,783 $ 26.87 $47,910
Granted 964 19.56 18,854
Vested (504) 16.54 (8,338)
Forfeited (88) 28.14 (2,476)
Restricted stock at July 2, 2006 2,155 $ 25.96 $ 55,950

Prior to October 1, 2005, the Company accounted for its stock option plans under the recognition and measurement provisions of Accounting Principles
Board (“APB”) Opinion No. 25, “Accounting for Stock Issued to Employees” (“APB 25”) and related Interpretations, as permitted by SFAS 123, “Accounting for
Stock-Based Compensation” (“SFAS 123”). No stock option-based employee compensation cost was recognized in the income statement prior to that date, as all
stock options granted under those plans had an exercise price equal to the market value of the underlying common stock on the date of grant. Effective October 1,
2005, the Company adopted the fair value recognition provisions of SFAS 123(R), using the modified-prospective transition method. Under that transition
method, compensation cost recognized in fiscal 2006 includes: (a) compensation cost for all share-based payments granted prior to, but not yet vested as of
October 1, 2005, based on the grant date fair value
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SPECTRUM BRANDS, INC.

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)
(Amounts in thousands, except per share figures)

estimated in accordance with the original provisions of SFAS 123, and (b) compensation cost for all share-based payments granted subsequent to October 1, 2005,
based on the grant-date fair value estimated in accordance with the provisions of SFAS 123(R). Results for prior periods have not been restated. As a result of
adopting SFAS 123(R) on October 1, 2005, the Company’s income from continuing operations before income taxes and net income for the three month period
ended July 2, 2006, was $175 and $129 lower, respectively, and for the nine month period ended July 2, 2006, was $556 and $372 lower, respectively, than if the
Company had continued to account for share-based compensation under APB 25.

Prior to the adoption of SFAS 123(R), the Company presented all tax benefits of deductions resulting from the exercise of stock options as operating cash
flows in the statement of cash flows. Beginning on October 1, 2005, the Company changed its cash flow presentation in accordance with SFAS 123(R) and FASB
Staff Position (“FSP”) FAS 123(R)-3, “Transition Election Related to Accounting for Tax Effects of Share-Based Payment Awards” (“FSP FAS 123(R)-3”) which
require the cash flows resulting from the tax benefits for these options to be classified as financing cash flows. The Company also elected to calculate its initial
pool of excess tax benefits under the alternative transition method described in FSP FAS 123(R)-3.

The Company estimated the fair value of its previously granted option awards using the Black-Scholes option-pricing formula. The Black-Scholes option
pricing model was used with the following weighted-average assumptions for grants made in the following years:

Black-Scholes Option Valuation Assumptions 2005 _2004 _2003
Fair value of options granted during the period $— $7.79 $5.99
Expected term (in years) — 6 8
Expected volatility — 41.4% 40.3%
Expected dividend yield — — —
Risk free rate — 3.79% 3.36%

The following table illustrates the effect on net income and earnings per share if the Company had applied the fair value recognition provisions of SFAS
123(R) to options granted under the Company’s stock option plans during the nine month period ended July 3, 2005. For purposes of this pro forma disclosure,
the value of the options is amortized to expense on a straight-line basis over a three year vesting period and forfeitures are recognized as they occur. The
Company’s pro forma information follows for the nine month period ended July 3, 2005:

Nine Months

2005
Net income, as reported $ 49,709
Add: Stock-based compensation expense included in reported net income, net of tax 4,944
Deduct: Total stock-based compensation expense determined under fair value based method for all awards, net
of tax (6,390)

Pro forma net income 48,263

$

Basic earnings per share as reported $ 1.18
Basic earnings per share pro forma $ 1.15
Diluted earnings per share as reported $ 1.13
Diluted earnings per share pro forma $ 1.10
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SPECTRUM BRANDS, INC.

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)
(Amounts in thousands, except per share figures)

The following table summarizes the stock option transactions for the nine month period ended July 2, 2006:

Weighted

Average Aggregate
Stock Options Shares Price Intrinsic Value
Outstanding at September 30, 2005 1,988 $ 14.64 $ 16,938
Granted — — —
Exercised (28) 13.08 4
Forfeited (24) 14.87 —
Outstanding at July 2, 2006 1,936 $ 14.67 $ —
Exercisable at July 2, 2006 1,656 $ 14.76 $ —

The following table summarizes information about options outstanding and options outstanding and exercisable as of July 2, 2006:

Options Outstanding and

Options Outst ding Exercisable
Weighted- Weighted- Weighted-
Average Average Average
Range of Number of Remaining Exercise Number of Exercise
Exercise Prices Shares Contractual Life Price Shares Price
$4.39 149 0.20 years $ 4.39 149 $ 4.39
$11.32 - $15.00 1,290 591 13.42 1,039 13.50
$16.19 — $21.50 221 2.51 18.82 204 18.70
$21.63 - $28.70 276 3.05 22.75 264 22.52
1,936 4.68 $14.67 1,656 $14.76

Derivative Financial Instruments: Derivative financial instruments are used by the Company principally in the management of its interest rate, foreign
currency and raw material price exposures. The Company does not hold or issue derivative financial instruments for trading purposes.

The Company uses interest rate swaps to manage its interest rate risk. The swaps are designated as cash flow hedges with the changes in fair value recorded
in Accumulated other comprehensive income (“AOCI”) and as a derivative hedge asset or liability, as applicable. The swaps settle periodically in arrears with the
related amounts for the current settlement period payable to, or receivable from, the counter-parties included in accrued liabilities or receivables and recognized in
earnings as an adjustment to interest expense from the underlying debt to which the swap is designated. Pretax derivative gains from such hedges recorded as an
adjustment to Interest expense were $667 and $502 during the three and nine month periods ended July 2, 2006, respectively, and losses of $369 and $1,793
during the three and nine month periods ended July 3, 2005, respectively. The pretax adjustment to Interest expense for ineffectiveness from such hedges included
in the amounts above, was a gain of $0 and $431 during the three and nine month periods ended July 2, 2006, respectively, and losses of $20 and $128 during the
three and nine month periods ended July 3, 2005, respectively. At July 2, 2006, the Company had a portfolio of USD-denominated interest rate swaps outstanding
which effectively fixes the market interest rates on floating rate debt, exclusive of lender spreads, at rates as follows: 4.81% for a notional principal amount of
$100,000 through April 2007, 4.15% for a notional principal amount of $175,000 through September 2007 and 4.46% for a notional principal amount of
$170,000 through October 2008. In addition, the Company had a portfolio of EUR-denominated interest rate swaps outstanding which effectively fixes the market
interest rates on floating
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SPECTRUM BRANDS, INC.

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)
(Amounts in thousands, except per share figures)

rate debt, exclusive of lender spreads, at rates as follows: 2.68% for a notional principal amount of €60,000 through September 2007 and 2.68% for a notional
principal amount of €220,000 through September 2008. At July 2, 2006 and September 30, 2005, $800,000 and $445,000, respectively, of such swap contracts
were outstanding. The derivative net gain on these contracts recorded in AOCI at July 2, 2006 was $9,095, net of tax expense of $5,575. At July 2, 2006, the
portion of derivative net gains estimated to be reclassified from AOCI into earnings over the next 12 months is $3,566, net of tax.

The Company periodically enters into forward foreign exchange contracts to hedge the risk from forecasted foreign denominated third party and
intercompany sales or payments. These obligations generally require the Company to exchange foreign currencies for U.S. Dollars, Euros, Pounds Sterling,
Australian Dollars, Brazilian Reals, Canadian Dollars or Japanese Yen. These foreign exchange contracts are cash flow hedges of fluctuating foreign exchange
rates related to sales or product or raw material purchases. Until the sale or purchase is recognized, the fair value of the related hedges is recorded in AOCI and as
a derivative hedge asset or liability, as applicable. At the time the sale or purchase is recognized, the fair value of the related hedge is reclassified as an adjustment
to Net sales or purchase price variance in Cost of goods sold. Pretax derivative losses from such hedges recorded as an adjustment to Net sales were $4 during
both the three and nine month periods ended July 2, 2006, respectively. No such activity was recorded for comparable periods for 2005. Pretax derivative losses
from such hedges recorded as an adjustment to Cost of goods sold were $384 and $221 during the three and nine month periods ended July 2, 2006, respectively,
and pretax derivative gains were $157 and $87 during the three and nine month periods ended July 3, 2005, respectively. Following the sale or purchase,
subsequent changes in the fair value of the derivative hedge contracts are recorded as a gain or loss in earnings as an offset to the change in value of the related
asset or liability recorded in the Condensed Consolidated Balance Sheet (unaudited). Pretax derivative losses from such hedges recorded as an adjustment to
earnings in Other income, net were $133 and $59 during the three and nine month periods ended July 2, 2006, respectively, and pretax derivative gains were $443
and $354 during the three and nine month periods ended July 3, 2005, respectively. The pretax derivative adjustment to earnings for ineffectiveness from these
contracts was $0 for the three and nine month periods ended July 2, 2006 and July 3, 2005, respectively. At July 2, 2006 and September 30, 2005, respectively,
the Company had $88,672 and $0 of such foreign exchange derivative contracts outstanding. The derivative net gain on these contracts recorded in AOCI at
July 2, 2006 was $819, net of tax expense of $340. At July 2, 2006, the portion of derivative net gains estimated to be reclassified from AOCI into earnings over
the next 12 months is $514, net of tax.

The Company periodically enters into forward and swap foreign exchange contracts to hedge the risk from third party and intercompany payments resulting
from existing obligations. These obligations generally require the Company to exchange foreign currencies for U.S. Dollars, Euros, Pounds Sterling, Brazilian
Reals or Canadian Dollars. These foreign exchange contracts are fair value hedges of a related liability or asset recorded in the Condensed Consolidated Balance
Sheet (unaudited). The gain or loss on the derivative hedge contracts is recorded in earnings as an offset to the change in value of the related liability or asset.
Pretax derivative gains from such hedges recorded as an adjustment to earnings in Other income, net were $3,409 and $2,798 during the three and nine month
periods ended July 2, 2006, respectively, and losses of $406 and $933 during the three and nine month periods ended July 3, 2005, respectively. The pretax
derivative adjustment to earnings for ineffectiveness from these contracts was $0 for the three and nine month periods ended July 2, 2006 and July 3, 2005,
respectively. At July 2, 2006 and September 30, 2005, $95,378 and $0, respectively, of such foreign exchange derivative contracts were outstanding.

The Company is exposed to risk from fluctuating prices for raw materials, including zinc, urea and di-ammonium phosphates used in its manufacturing
processes. The Company hedges a portion of the risk
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associated with these materials through the use of commaodity call options and swaps. The hedge contracts are designated as cash flow hedges with the fair value
changes recorded in AOCI and as a hedge asset or liability, as applicable. The unrecognized changes in fair value of the swaps are reclassified from AOCI into
earnings when the hedged purchase of raw materials also affects earnings. The call options effectively cap the floating price on a specified quantity of raw
materials through a specified date. The swaps effectively fix the floating price on a specified quantity of raw materials through a specified date. Pretax derivative
losses and gains recorded as an adjustment to Cost of goods sold for swap contracts settled at maturity were a gain of $512 and a loss of $238 during the three and
nine month periods ended July 2, 2006, respectively, and gains of $1,703 and $3,082 during the three and nine month periods ended July 3, 2005, respectively.
The hedges are generally highly effective, however, pretax derivative losses recorded as an adjustment to Cost of goods sold for ineffectiveness were $0 and $24
during the three and nine month periods ended July 2, 2006, respectively, and pretax derivative gains of $181 and $106 recorded during the three and nine month
periods ended July 3, 2005, respectively. At July 2, 2006 and September 30, 2005, $51,851 and $5,591, respectively, of such commodity contracts were
outstanding. The derivative net gain on these contracts recorded in AOCI at July 2, 2006 was $3,288, net of tax expense of $1,800. At July 2, 2006, the portion of
derivative net gains estimated to be reclassified from AOCI into earnings over the next 12 months is $3,288, net of tax.

3 OTHER COMPREHENSIVE INCOME

Comprehensive income and the components of other comprehensive income, net of tax, for the three and nine months ended July 2, 2006 and July 3, 2005,
respectively, are as follows:

Three Months Nine Months
2006 2005 2006 2005

Net income $ 2,545 $ 23,711 $ 5,425 $49,709
Other comprehensive income (loss):

Foreign currency translation 8,521 (12,819) 10,725 390

Adjustment of additional minimum pension liability (392) 63 (403) 1,251

Net unrealized gain on derivative instruments 4,560 20 10,779 1,079

Net change to derive comprehensive income for the period 12,689 (12,736) 21,101 2,720
Comprehensive income $15,234 $ 10,975 $26,526 $52,429

Net exchange gains or losses resulting from the translation of assets and liabilities of foreign subsidiaries are accumulated in the AOCI section of
Shareholders’ equity. Also included are the effects of exchange rate changes on intercompany balances of a long-term nature and transactions designated as
hedges of net foreign investments. The changes in accumulated foreign currency translation for the three and nine month periods ended July 2, 2006 and July 3,
2005 were primarily attributable to the impact of translation of the net assets of the Company’s European operations, primarily denominated in Euros and Pounds
Sterling.
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4 NET INCOME PER COMMON SHARE

Net income per common share for the three and nine months ended July 2, 2006 and July 3, 2005, respectively, is calculated based upon the following
number of shares:

Three Months Nine Months
2006 2005 2006 2005
Basic 49,456 48,916 49,458 42,024
Effect of restricted stock and assumed conversion of options 2,128 2,170 1,501 1,895
Diluted 51,584 51,086 50,959 43919
5 INVENTORIES
Inventories, which are stated at lower of cost or market, consist of the following:
July 2, 2006 September 30, 2005
Raw materials $124,476 $ 117,175
Work-in-process 41,094 37,931
Finished goods 295,433 296,447
$461,003 $ 451,553
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6 GOODWILL AND ACQUIRED INTANGIBLE ASSETS

Goodwill and intangible assets consist of the following:

North Latin

America Europe/ROW America Global Pet Total
Goodwill:
Balance as of September 30, 2005 $1,113,397 $ 104,324 $111,572 $ 99,724 $1,429,017
Purchase price allocation during period 46 (147) 3,386 22,590 25,875
Effect of translation (2,091) 4,148 314 21,179 23,550
Balance as of July 2, 2006 $1,111,352 $ 108,325 $115,272 $143,493 $1,478,442
Intangible Assets:
Trade names Not Subject to Amortization
Balance as of September 30, 2005 $ 305,100 $ 156,390 $113,142 $332,696 $ 907,328
Additions 9 — — — 9
Effect of translation 336 8,229 466 (96) 8,935
Balance as of July 2, 2006 $ 305,445 $ 164,619 $113,608 $332,600 $ 916,272
Intangible Assets Subject to Amortization
Balance as of September 30, 2005, gross $ 95,553 $ 13,681 $ — $150,173 $ 259,407
Less: Accumulated amortization (6,888) (1,940) — (6,702) (15,530)
Balance as of September 30, 2005, net 88,665 11,741 — 143,471 243,877
Additions — — — 65 65
Amortization during period (7,270) (661) — (9,801) (17,731)
Effect of translation 79 633 — 324 1,035
Balance as of July 2, 2006, net $ 81,474 $ 11,713 $ — $134,059 $ 227,246
Pension Intangibles
Balance as of July 2, 2006 $ 2,861 $ — $ — $ — $ 2,861
Total Intangible Assets, net $ 389,780 $ 176,332 $113,608 $466,659 $1,146,379

Intangible assets subject to amortization include technology assets, trade names and customer lists. The carrying value of technology assets was $38,076,
net of accumulated amortization of $6,230 at July 2, 2006 and $40,082, net of accumulated amortization of $3,524 at September 30, 2005. The trade names
subject to amortization relate to United. The carrying value of these trade names was $6,366, net of accumulated amortization of $4,534 at July 2, 2006 and
$9,064, net of accumulated amortization of $1,886 at September 30, 2005. Remaining intangible assets subject to amortization include customer relationship
intangibles. Of the intangible assets acquired in the United and Jungle Labs acquisitions, customer relationships and technology assets have been assigned a life
of approximately 12 years and other intangibles have been assigned lives of 1 year to 4 years. Of the intangible assets acquired in the Tetra acquisition, customer
relationships have been assigned a life of approximately 12 years and technology assets have been assigned a 6 year life. The pension intangible asset totaled
$3,191 at September 30, 2005.

The additional purchase price allocation included in the Latin America segment principally related to an incremental earn-out payment associated with the
Microlite acquisition in Brazil. The additional purchase price allocation included in the Global Pet segment principally related to the finalization of accruals for
shutdown reserve costs at certain facilities, acquired as part of the United acquisition.
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The purchase price allocation for the Jungle Labs acquisition is based on preliminary estimates and is pending finalization of the valuation of property,
plant and equipment, inventory and intangibles. Future allocations of the Jungle Labs purchase price may impact the amount and segment allocation of goodwill.
Amortization of intangible assets for the three and nine month periods ended July 2, 2006 and July 3, 2005, respectively, is as follows:

Three Months Nine Months
2006 2005 2006 2005
Proprietary technology amortization $ 916 $ 760 $ 2,704 $1,664
Customer relationships amortization 4,173 3,666 12,379 5,351
Trade names amortization 883 754 2,648 1,128

$5,972 $5,180 $17,731 $8,143

The Company estimates annual amortization of intangible assets expense for the next five fiscal years will approximate $22,000 per year.

7 DEBT

Debt consists of the following:

July 2, 2006 September 30, 2005

Amount Rate® Amount Rate®
Senior Subordinated Notes, due February 1, 2015 $ 700,000 7.4% $ 700,000 7.4%
Senior Subordinated Notes, due October 1, 2013 350,000 8.5% 350,000 8.5%
Term Loan, U.S. Dollar, expiring February 6, 2012 604,827 8.2% 651,725 5.8%
Term Loan, Euro, expiring February 6, 2012 134,308 6.0% 137,142 4.7%
Term Loan, Euro Tranche B, expiring February 6, 2012 331,294 5.9% 338,288 4.4%
Term Loan, Canadian Dollar, expiring February 6, 2012 72,559 7.4% 74,081 4.9%
Revolving Credit Facility, expiring February 6, 2011 24,714 10.3% — —
Other notes and obligations 51,100 — 38,701 —
Capitalized lease obligations 14,122 — 17,396 —

2,282,924 2,307,333
Less current maturities 51,167 39,308
Long-term debt $2,231,757 $2,268,025

@) Interest rates on senior credit facilities represent the period-end weighted average rates on balances outstanding exclusive of the effects of any interest rate
swaps.

The Company’s senior credit facilities (the “Senior Credit Facilities”) include aggregate facilities of $1,442,988 consisting of a $604,827 U.S. Dollar Term
Loan, a €114,000 Term Loan (USD $134,308 at July 2, 2006), a Tranche B €281,202 Term Loan (USD $331,294 at July 2, 2006), a Canadian Dollar 87,012 Term
Loan (USD $72,559 at July 2, 2006) and a revolving credit facility of $300,000 (the “Revolving Credit Facility”). There was $24,714 outstanding under the
Revolving Credit Facility at July 2, 2006. The Revolving Credit Facility includes foreign currency sublimits equal to the U.S. Dollar equivalent of €25,000 for
borrowings in Euros, the U.S. Dollar equivalent of £10,000 for borrowings in Pounds Sterling and the equivalent of borrowings in Chinese Yuan of $35,000.

16



Table of Contents

SPECTRUM BRANDS, INC.

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)
(Amounts in thousands, except per share figures)

Approximately $222,718 remains available under the Revolving Credit Facility as of July 2, 2006, net of approximately $52,498 of outstanding letters of
credit.

The Company was in compliance with all covenants associated with its Senior Credit Facilities, as amended, and Senior Subordinated Notes that were in
effect as of and during the nine month period ended July 2, 2006.

8 EMPLOYEE BENEFIT PLANS

The Company has various defined benefit pension plans covering some of its employees in the United States and certain employees in other countries,
primarily the United Kingdom and Germany. Plans generally provide benefits of stated amounts for each year of service. The Company funds its U.S. pension
plans at a level to maintain, within established guidelines, the IRS-defined 90 percent current liability funded status. At January 1, 2005, the date of the most
recent calculation, all U.S. funded defined benefit pension plans reflected a current liability funded status equal to or greater than 90 percent. Additionally, in
compliance with the Company’s funding policy, annual contributions to non-U.S. defined benefit plans are equal to the actuarial recommendations or statutory
requirements in other countries.

The Company also has various nonqualified deferred compensation agreements with certain of its employees. Under certain of these agreements, the
Company has agreed to pay certain amounts annually for the first 15 years subsequent to retirement or to a designated beneficiary upon death. It is management’s
intent that life insurance contracts owned by the Company will fund these agreements. Under the remaining agreements, the Company has agreed to pay such
deferred amounts in up to 15 annual installments beginning on a date specified by the employee, subsequent to retirement or disability, or to a designated
beneficiary upon death.

The Company’s results of operations for the three and nine month periods ended July 2, 2006 and July 3, 2005, respectively, reflect the following pension
and deferred compensation benefit costs:

Three Months Nine Months

Components of net periodic pension benefit and deferred compensation cost 2006 2005 2006 2005
Service cost $ 1,141 $ 367 $ 3,283 $ 1,125
Interest cost 1,482 1,038 4,231 3,179
Expected return on assets (1,026) (539) (2,953) (1,632)
Amortization of prior service cost 96 68 288 205
Amortization of transition obligation 8 12 25 34
Amortization of net actuarial loss 344 142 999 430
Net periodic benefit cost $ 2,045 $1,088 $ 5,873 $ 3,341

Three Months Nine Months
Pension and deferred compensation contributions 2006 2005 2006 2005
Contributions made during period $942 $134 $2,938 $613

The Company also sponsors or participates in a number of other non-U.S. pension arrangements, including various retirement and termination benefit
plans, some of which are covered by local law or coordinated with government-sponsored plans, which are not significant in the aggregate and are therefore not
included in the information presented above.
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The Company provides certain health care and life insurance benefits to eligible retired employees. Participants earn retiree health care benefits after
reaching age 45 over the next 10 succeeding years of service and remain eligible until reaching age 65. The plan is contributory; retiree contributions have been
established as a flat dollar amount with contribution rates expected to increase at the active medical trend rate. The plan is unfunded. The Company is amortizing
the transition obligation over a 20-year period.

The Company sponsors a defined contribution pension plan for its domestic salaried employees, which allows participants to make contributions by salary
reduction pursuant to Section 401(k) of the Internal Revenue Code. The Company contributes annually from 3% to 6% of participants’ compensation based on
age or service, and may make additional discretionary contributions. The Company also sponsors defined contribution pension plans for employees of certain
foreign subsidiaries. Company contributions charged to operations, including discretionary amounts, for the three and nine month periods ended July 2, 2006
were $2,037 and $5,371, respectively.

9 SEGMENT RESULTS

Effective October 1, 2005, the Company began managing operations in four reportable segments: (i) North America, which consists of the legacy
businesses (battery, shaving and grooming, personal care and portable lighting) in the United States and Canada and the acquired United lawn and garden and
household insect control businesses (“North America”); (ii) Latin America, which consists of the legacy businesses in Mexico, Central America, South America
and the Caribbean (“Latin America”); (iii) Europe/Rest of World, which consists of the legacy businesses in the United Kingdom, continental Europe, China,
Australia and all other countries in which the Company conducts legacy businesses (“Europe/ROW™); and (iv) Global Pet, which consists of the acquired United
Pet Group, global Tetra and Jungle Labs businesses (“Global Pet”).

Global and geographic strategic initiatives and financial objectives are determined at the corporate level. Each reportable segment is responsible for
implementing defined strategic initiatives and achieving certain financial objectives. Each reportable segment has a general manager responsible for all the sales
and marketing initiatives for all product lines within that segment plus the financial results of that segment.

Net sales and Cost of goods sold to other segments have been eliminated. The gross contribution of intersegment sales is included in the segment selling
the product to the external customer. Segment net sales are based upon the segment from which the product is shipped.

The reportable segment profits do not include interest expense, interest income and income tax expense. Also not included in the reportable segments are
corporate expenses including purchasing expense, corporate general and administrative expense, certain research and development expense and restructuring and
related charges. All depreciation and amortization included in Operating income is related to reportable segments or corporate. Costs are identified to reportable
segments or corporate, according to the function of each cost center.

All capital expenditures are related to reportable segments. Variable allocations of assets are not made for segment reporting.
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Segment information for the three and nine month periods ended July 2, 2006 and July 3, 2005, respectively, and at July 2, 2006 and September 30, 2005 is

as follows:

Net sales from external customers

North America
Europe/ROW
Latin America
Global Pet

Total segments

Intersegment net sales
North America
Europe/ROW

Latin America

Global Pet

Total segments

Segment profit
North America®
Europe/ROW
Latin America
Global Pet®

Total segments
Corporate expense

Restructuring and related charges

Interest expense(©
Other income, net

Income from continuing operations before income taxes

Three Months

Nine Months

2006 2005

2006 2005

$394,208 $412,848

117,106 137,253
54,609 49,568
132,345 108,122

$ 954,615 $ 909,262

416,946 503,815
168,878 151,876
402,910 154,572

$698,268 $707,191

$1,943,349 $1,719,525

Three Months

Nine Months

2006 2005

2006 2005

$ 12,343 $ 10,842
3,082 4,472
436 563

$ 35,366 $ 32,269
11,484 12,247
1,715 1,950

$ 15,861 $ 15,877

$ 48,565 $ 46,466

Three Months

Nine Months

2006 2005

2006 2005

$ 61,711 $ 72,310

$ 125,939 $ 147,250

4,315 17,968 41,500 73,337
4,251 4,280 14,217 13,635
20,591 11,641 62,432 11,549
90,368 106,199 244,088 245,771
27,563 22,093 76,834 67,215
14,260 15,172 27,270 15,328
45,688 38,623 130,000 94,544
(84) (1,107) (6,023) (1,274)

$ 3,441 $ 31,418

$ 16,007 $ 69,958

(&) The three and nine month periods ended July 3, 2005 include a non-cash charge to Cost of goods sold of $1,590 and $23,135, respectively, related to the
fair value adjustment, required under generally accepted accounting principles in the United States of America, that was applied to acquired inventory.

®  The three and nine month periods ended July 3, 2005 include a non-cash charge to Cost of goods sold of $5,676 and $11,826, respectively, related to the
fair value adjustment, required under generally accepted accounting principles in the United States of America, that was applied to acquired inventory.

©  The nine month period ended July 3, 2005 includes $12,033 in debt issuance costs written off in connection with the debt refinancing that occurred at the

time of the United acquisition.
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July 2, 2006 September 30, 2005
Segment assets
North America $2,185,058 $ 2,246,381
Europe/ROW 522,515 556,534
Latin America 375,002 368,499
Global Pet 848,363 790,902
Total segments 3,930,938 3,962,316
Corporate 76,486 59,775
Total assets at period end $4,007,424 $ 4,022,091

10 ACQUISITIONS
Acquisition of Jungle Labs

On September 1, 2005, the Company acquired Jungle Labs for approximately $29,000, which included $26,000 cash consideration at closing, $1,000 paid
after closing, acquisition related expenditures of $200 and $2,000 of non-compete arrangements to be earned and paid through August 31, 2007. Cash acquired
totaled approximately $600. The purchase agreement also contains a provision for contingent earnout payments not to exceed $3,500. The total earnout
calculation is based upon net sales of Jungle Labs products through August 31, 2007. Such amounts to be paid, if any, will be recorded as additional acquisition
consideration. Based in San Antonio, Texas, Jungle Labs is a leading manufacturer and marketer of premium water and fish care products, including water
conditioners, plant and fish foods, fish medications and other products designed to maintain an optimal environment in aquariums or ponds. Jungle Labs
generates annual revenues of approximately $14,000. The financial results of Jungle Labs are included in the Global Pet business segment within the Company’s
condensed consolidated results. The Company is currently finalizing the valuation of intangible assets and property, plant and equipment acquired which may
impact the estimates of the fair value of net assets acquired in the transaction. None of the goodwill acquired in this transaction is expected to be deductible in the
determination of income taxes.

Acquisition of Tetra

On April 29, 2005, the Company acquired all of the outstanding equity interests of Tetra for a purchase price of approximately $550,000, net of cash
acquired of approximately $13,000 and inclusive of a final working capital payment of $2,400, made in July 2005. The aggregate purchase price also included
acquisition related expenditures of approximately $16,100. Tetra manufactures, distributes and markets a comprehensive line of foods, equipment and care
products for fish and reptiles, along with accessories for home aquariums and ponds. Tetra operates in over 90 countries and holds leading market positions in
Europe, North America and Japan. The financial results of Tetra are included in the Global Pet business segment within the Company’s condensed consolidated
results. None of the goodwill acquired in this transaction is expected to be deductible in the determination of income taxes.

Acquisition of United

On February 7, 2005, the Company completed the acquisition of all of the outstanding equity interests of United, a leading manufacturer and marketer of
products for the consumer lawn and garden care and household insect control markets in North America and a leading supplier of quality products to the pet
supply industry in
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the United States. The financial results of the acquired lawn and garden and household insect control businesses of United are included in the North America
business segment, and the financial results of the United Pet Group of United are included in the Global Pet segment within the Company’s condensed
consolidated results.

The aggregate purchase price was approximately $1,490,000, net of cash acquired of approximately $14,000. The purchase price consisted of cash
consideration of approximately $1,051,000 and common stock of the Company totaling approximately $439,000. The aggregate purchase price included
acquisition related expenditures of approximately $22,000. Approximately $433,000 of the total goodwill acquired in this transaction is expected to be deductible
in the determination of income taxes.

11 RESTRUCTURING AND RELATED CHARGES

The Company reports restructuring and related charges associated with manufacturing and related initiatives in Cost of goods sold. Restructuring and
related charges reflected in Cost of goods sold include, but are not limited to, termination and related costs associated with manufacturing employees, asset
impairments relating to manufacturing initiatives and other costs directly related to the restructuring or integration initiatives implemented.

The Company reports restructuring and related charges relating to administrative functions in Operating expenses, such as initiatives impacting sales,
marketing, distribution or other non-manufacturing related functions. Restructuring and related charges reflected in Operating expenses include, but are not
limited to, termination and related costs, any asset impairments relating to the functional areas described above and other costs directly related to the initiatives
implemented.

The following table summarizes restructuring and related charges incurred by segment for the three and nine month periods ended July 2, 2006 and July 3,
2005, respectively:

Three Months Nine Months

2006 2005 2006 2005
Cost of goods sold:
North America $ — $ — $ — $ —
Europe/ROW 447 7,807 1,241 7,807
Latin America — — — —
Global Pet 2,261 — 3,194 —
Total restructuring and related charges in cost of goods sold 2,708 7,807 4,435 7,807
Operating expenses:
North America 9,099 7,182 15,809 7,338
Europe/ROW 1,609 183 5,224 183
Latin America — — — —
Global Pet 844 — 1,802 —
Total restructuring and related charges in operating expenses 11,552 7,365 22,835 7,521
Total restructuring and related charges $14,260 $15,172 $27,270 $15,328
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2006 Restructuring Initiatives

The Company has implemented a series of initiatives in Europe to reduce operating costs and rationalize the Company’s manufacturing structure. These
initiatives include the closure of the Ellwangen, Germany packaging center and the relocation of operations to the Dischingen, Germany battery plant, the transfer
of private label battery production at the Company’s Dischingen, Germany battery plant to the Company’s manufacturing facility in China and the previously
announced restructuring of sales, marketing and support functions. As a result of these measures, headcount in Europe will be reduced by approximately 350, or
24%. The Company incurred $2,002 and $6,206 of pretax restructuring and related charges during the three and nine month periods ended July 2, 2006,
respectively, in connection with these actions. Total costs associated with these initiatives, expected to be incurred through June 2007, relate primarily to
severance and are projected to total approximately $31,000, the majority of which will be cash costs.

The following table summarizes the accrual balance and activity that occurred during the nine month period ended July 2, 2006 associated with the 2006
Restructuring Initiatives:

2006 Restructuring Initiatives Summary

Termination Other
Benefits Costs Total
Accrual balance at September 30, 2005 $ — $— $ —
Provisions 5,253 — 5,253
Cash expenditures (3,096) (131) (3,227)
Accrual balance at July 2, 2006 $ 2,157 $(131) $ 2,026

Expensed as incurred® $ 953 $— $ 953
(&) Consists of amounts not impacting accrual for restructuring and related charges.

2005 Restructuring Initiatives

In April 2005, the Company announced the closure of its Breitenbach, France zinc carbon manufacturing facility. Costs associated with this initiative are
expected to total approximately $11,000. The Company incurred $54 and $259 of pretax restructuring and related charges during the three and nine month periods
ended July 2, 2006, respectively, in connection with this closure. Approximately $500 is expected to be incurred during the remainder of fiscal 2006.

In connection with the acquisitions of United and Tetra in 2005, the Company announced a series of initiatives to optimize the global resources of the
combined United and Spectrum companies. These initiatives include: integrating all of United’s Home & Garden administrative services, sales and customer
service functions into the Company’s North America headquarters in Madison, Wisconsin; converting all information systems to SAP; consolidating United’s
manufacturing and distribution locations in North America; rationalizing the North America supply chain; and consolidating United Pet Group’s and Tetra’s
administrative and manufacturing and distribution facilities. These restructuring initiatives are ongoing and are expected to continue through fiscal 2008.

As part of this reorganization, Spectrum’s and United’s sales management, field sales operations and marketing teams (including customer teams located in
Atlanta, Bentonville, and Charlotte) were merged into a
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single North American sales and marketing organization reporting to Spectrum’s North American management team located in Madison, Wisconsin. United’s
accounting, information services, customer service and other administrative functions were combined with existing counterpart organizations in Madison. Legal
and certain corporate finance functions were combined directly into Spectrum’s global headquarters in Atlanta. Canadian Consumer Product sales and marketing
teams have been merged as well and report to a single country manager. Purchasing and sourcing have been completely integrated on a global basis, with an
expanded product sourcing office in Asia serving all parts of the Company. In addition, as the Company begins to optimize its pet operations, two pet supplies
facilities in Brea, California and Hazleton, Pennsylvania were closed in 2005 as part of the restructuring plan.

The Company incurred $12,204 and $20,805 of pretax restructuring and related charges during the three and nine month periods ended July 2, 2006,
respectively, in connection with its integration of businesses acquired in 2005. The Company’s integration activities related to the United and Tetra acquisitions
are ongoing and are expected to continue through fiscal 2008. Costs associated with integration efforts are expected to total approximately $85,000, of which
approximately $65,000 will be cash costs and $20,000 will be non-cash. In fiscal 2006, the Company expects to incur approximately $35,000 to $40,000 of costs
associated with the integration, which includes approximately $30,000 to $35,000 of cash costs.

The following table summarizes the remaining accrual balance and activity that occurred during the nine month period ended July 2, 2006 associated with
the 2005 Restructuring Initiatives:

2005 Restructuring Initiatives Summary

Termination Other
Benefits Costs Total
Accrual balance at September 30, 2005 $ 12,076 $ — $ 12,076
Provisions 9,868 — 9,868
Cash expenditures (13,035) — (13,035)
Non-cash expenditures — — —
Accrual balance at July 2, 2006 $ 8,909 $ — $ 8,909

Expensed as incurred® $ 9,379 $1,817 $ 11,196

A Consists of amounts not impacting accrual for restructuring and related charges.
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2005 Restructuring Initiatives Summary — Pursuant to Acquisitions »

Termination Other
Benefits Costs Total
Accrual balance at September 30, 2005 $ 3,336 $ — $ 3,336
Liability recognized 8,128 25,036 33,164
Cash expenditures (1,115) (705) (1,820)
Non-cash expenditures — (2,004) (2,004)
Accrual balance at July 2, 2006 $ 10,349 $22,327 $32,676

@ Provisions for costs to exit activities of the acquired United and Tetra businesses. These costs, which include severance, lease termination costs, inventory

disposal costs and other associated costs, relate to the closure of certain acquired Pet and Lawn & Garden manufacturing and distribution facilities. Such
amounts are recognized as liabilities assumed as part of the United acquisition and included in the allocation of the acquisition cost in accordance with the
provisions of EITF 95-3 “Recognition of Liabilities Assumed in Connection with a Purchase Business Combination.”

12 COMMITMENTS AND CONTINGENCIES

The Company has provided for the estimated costs associated with environmental remediation activities at some of its current and former manufacturing
sites. The Company believes that any additional liability in excess of the amounts provided of approximately $2,942, which may result from resolution of these
matters, will not have a material adverse effect on the financial condition, results of operations or cash flow of the Company.

In November 2005, the Company received a request for information from the U.S. Attorney’s Office for the Northern District of Georgia. On December 12,
2005, the Company received a request for the same information from the Atlanta District Office of the SEC. The U.S. Attorney’s Office and the SEC were
investigating the Company’s July 28, 2005 disclosure regarding its results for the third quarter ended July 3, 2005 and the Company’s revised guidance issued
September 7, 2005 as to earnings for the fourth quarter of fiscal year 2005 and fiscal year 2006. The U.S. Attorney’s Office and the SEC were also investigating
the extent to which the Company’s senior management sold shares in the thirty-day period preceding the July 28, 2005 and September 7, 2005 disclosures. On
July 27, 2006, the Company was informed by the U.S. Attorney’s Office for the Northern District of Georgia that the U.S. Attorney’s Office has terminated its
investigation of the aforementioned matters. Spectrum Brands continues to cooperate with the Atlanta District Office of the SEC’s investigation into such matters.
The Company is unable to predict the outcome of the SEC’s investigation or the timing of its resolution at this time.

The Company, along with certain Executive Officers, are defendants in a purported class action lawsuit, filed in the U.S. District Court for the Northern
District of Georgia (the “Georgia Action”). The lawsuit generally alleges that the Company and the individually named defendants made materially false and
misleading public statements concerning the Company’s operational and financial condition, thereby allegedly causing plaintiff to purchase Company securities at
artificially inflated prices. The plaintiff seeks unspecified damages, as well as interest, costs and attorneys’ fees.

On November 28, 2005, a motion was filed in the Georgia Action to appoint lead plaintiffs and approve selection of co-lead counsel. On December 30,
2005, the Court entered an Order granting plaintiffs’ motion. Pursuant to the scheduling order entered on November 18, 2005, on February 2, 2006, lead plaintiffs
filed a
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consolidated amended complaint. On March 6, 2006, defendants filed a motion to dismiss the consolidated amended complaint. Briefing of defendants’ motion to
dismiss was completed on April 28, 2006. On August 3, 2006, defendants filed a motion seeking leave to submit a supplemental brief informing the Court of the
termination of the investigation by the U.S. Attorney’s Office of the Northern District of Georgia. Oral argument on defendants’ motion to dismiss has not yet
been set. The Company believes that these actions are without merit and is contesting them vigorously. At this stage of the litigation, the Company cannot make
any estimate of a potential loss or range of loss. See Item 1., “Legal Proceedings,” included in Part II—Other Information for further information regarding this
action.

The Company is a defendant in various other matters of litigation generally arising out of the normal course of business. Such litigation includes legal
proceedings with Philips in Europe with respect to trademark or other intellectual property rights and patent infringement claims by the Gillette Company and its
subsidiary Braun GmbH. With respect to the Braun suit, the Company reached a settlement under which it entered into a licensing agreement for the period from
November 15, 2005 through January 27, 2015. Under the terms of the agreement, the Company paid Gillette $4,000 for the right to use certain patented
technology through January 2015 and will pay royalties of five dollars per unit containing the patented technology and sold in the United States during the term of
the licensing agreement. With respect to the remaining items, management has concluded that the probability of such items having a material adverse effect on the
results of operations, financial condition, liquidity or cash flow of the Company is remote.

13 NEW ACCOUNTING PRONOUNCEMENTS

In July 2006, the Financial Accounting Standards Board (“FASB”) issued FASB Interpretation (“FIN”) No. 48, “Accounting for Uncertainty in Income
Taxes—An Interpretation of FASB Statement No. 109,” (“FIN 48”). FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s
financial statements in accordance with FASB Statement No. 109, Accounting for Income Taxes. FIN 48 also prescribes a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. The new FASB standard also
provides guidance on de-recognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. The evaluation of a tax
position in accordance with FIN 48 is a two-step process. The first step is recognition whereby the enterprise determines whether it is more likely than not that a
tax position will be sustained upon examination, including resolution of any related appeals or litigation processes, based on the technical merits of the position.
In evaluating whether a tax position has met the more-likely-than-not recognition threshold, the enterprise should presume that the position will be examined by
the appropriate taxing authority that has full knowledge of all relevant information. The second step is measurement whereby a tax position that meets the more-
likely-than-not recognition threshold is calculated to determine the amount of benefit to recognize in the financial statements. The tax position is measured at the
largest amount of benefit that is greater than 50% likely of being realized upon ultimate settlement. The provisions of FIN 48 are effective for fiscal years
beginning after December 15, 2006. Earlier application is permitted as long as the enterprise has not yet issued financial statements, including interim financial
statements, in the period of adoption. The provisions of FIN 48 are to be applied to all tax positions upon initial adoption of this standard. Only tax positions that
meet the more-likely-than-not recognition threshold at the effective date may be recognized or continue to be recognized upon adoption of FIN 48. The
cumulative effect of applying the provisions of FIN 48 should be reported as an adjustment to the opening balance of retained earnings (or other appropriate
components of equity or net assets in the statement of financial position) for that fiscal year. The Company is currently evaluating the impact that FIN 48 will
have on its financial condition, results of operations or cash flows.

In November 2005, the FASB issued FSP FAS 115-1 and FAS 124-1, “The Meaning of Other-Than-Temporary Impairment and Its Application to Certain
Investments” (“FSP FAS 115-1 and FAS 124-1”). FSP

25



Table of Contents

SPECTRUM BRANDS, INC.

Notes to Condensed Consolidated Financial Statements (Unaudited)—(Continued)
(Amounts in thousands, except per share figures)

FAS 115-1 and FAS 124-1 address the determination as to when an impairment in equity securities (including cost method investments) and debt securities that
can contractually be prepaid or otherwise settled in such a way that the investor would not recover substantially all of its cost should be deemed other-than-
temporary. FSP FAS 115-1 and FAS 124-1 nullifies certain requirements under EITF Issue No. 03-01, “The Meaning of Other-Than-Temporary Impairment and
Its Application to Certain Investments,” that required the investor to make an evidence-based judgment as to whether it has the ability and intent to hold an
investment for a reasonable period of time sufficient for a forecasted recovery of fair value up to (or beyond) the cost of the investment in determining whether
the impairment was other than temporary, and the measurement of the impairment loss. The guidance in FSP FAS 115-1 and FAS 124-1 is effective for reporting
periods beginning after December 15, 2005. The Company does not believe the adoption of FSP FAS 115-1 and FAS 124-1 will have a material impact on its
financial position, results of operations or cash flows.

In December 2004, the FASB issued FSP FAS 109-2, “Accounting and Disclosure Guidance for the Foreign Earnings Repatriation Provision within the
American Jobs Creation Act of 2004” (“FSP FAS 109-2”). The American Jobs Creation Act of 2004 provides for a special one-time deduction of 85% of certain
foreign earnings that are repatriated to a U.S. taxpayer. The Company is currently evaluating FSP FAS 109-2 and does not expect it to have a material impact on
its financial condition, results of operations or cash flows.

In November 2004, the FASB issued FAS 151, “Inventory Costs, an amendment of ARB No. 43 Chapter 4” (“FAS 151”) to clarify the accounting for
abnormal amounts of idle facility expense, freight, handling costs, and wasted material (spoilage) and requires that those items be recognized as current-period
charges. In addition, this statement requires that allocation of fixed production overheads to the costs of conversion be based on the normal capacity of the
production facilities. This statement is effective for fiscal years beginning after June 15, 2005. The Company adopted this statement as of the beginning of fiscal
2006, and it has not had a material impact on the Company’s financial position, results of operations or cash flows.

14 CONDENSED CONSOLIDATING FINANCIAL STATEMENTS

In connection with the acquisitions of Remington, United, Tetra and Jungle Labs, the Company completed debt offerings of Senior Subordinated Notes.
Payment obligations of the Senior Subordinated Notes are fully and unconditionally guaranteed on a joint and several basis by all of the Company’s domestic
subsidiaries.

The following condensed consolidating financial data illustrates the components of the Condensed Consolidated Financial Statements (unaudited).
Investments in subsidiaries are accounted for using the equity method for purposes of illustrating the consolidating presentation. Earnings of subsidiaries are
therefore reflected in the Company’s and Guarantor Subsidiaries’ investment accounts and earnings. The elimination entries presented herein eliminate
investments in subsidiaries and intercompany balances and transactions. Separate condensed consolidated financial statements of the Guarantor Subsidiaries are
not presented because management has determined that such financial statements would not be material to investors.
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ASSETS
Current assets:
Cash and cash equivalents
Receivables, net
Inventories
Assets held for sale
Prepaid expenses and other
Total current assets
Property, plant and equipment, net
Goodwill
Intangible assets, net
Deferred charges and other
Debt issuance costs
Investments in subsidiaries
Total assets

LIABILITIES AND
SHAREHOLDERS’ EQUITY

Current liabilities:

Current maturities of long-term debt

Accounts payable

Accrued liabilities

Total current liabilities
Long-term debt, net of current maturities
Employee benefit obligations, net of current portion
Deferred income taxes
Other

Total liabilities
Shareholders’ equity:

Common stock

Additional paid-in capital

Retained earnings

Accumulated other comprehensive income (loss)

Less treasury stock, at cost
Total shareholders’ equity
Total liabilities and shareholders’ equity

Condensed Consolidating Balance Sheets

July 2, 2006
(Unaudited)
(Amounts in thousands)

Guarantor

Parent

Subsidiaries

Nonguarantor

Subsidiaries Eliminations

Consolidated
Total

$ 1,425 $ 2,982 $ 8,728 $ — $ 13,135
183,734 238,106 209,098 (224,120) 406,818
204,313 73,960 188,724 (5,994) 461,003

337 — 2,889 — 3,226
49,602 11,584 27,012 1,754 89,952
439,411 326,632 436,451 (228,360) 974,134
109,476 39,577 166,699 — 315,752
1,149,838 (307,105) 633,385 2,324 1,478,442
462,917 466,667 216,983 (188) 1,146,379
78,899 370,132 (670,760) 275,174 53,445
39,272 — — — 39,272
4,570,604 4,106,393 3,767,357 (12,444,354) —

$6,850,417  $5002,296  $ 4,550,115 $ (12,395,404)  $ 4,007,424
$ 29316 $ 7 $ 44532 $  (22688) $ 51,167
380,267 196,227 125,863 (421,043) 281,314
99,444 55,895 103,784 — 259,123
509,027 252,129 274,179 (443,731) 591,604
2,210,717 (7,684) 50,709 (21,985) 2,231,757
31,547 5,004 46,440 — 82,991
(34,341) 182,022 6,452 — 154,133
757 221 65,942 — 66,920
2,717,707 431,692 443,722 (465,716) 3,127,405
675 98 537,210 (537,308) 675
648,200 872,998 3,865,096 (4,737,975) 648,319
312,066 409,651 144,726 (593,703) 272,740
3,244,845 3,287,857 (440,639) (6,060,702) 31,361
4,205,786 4,570,604 4,106,393 (11,929,688) 953,095
(73,076) — — — (73,076)
4,132,710 4,570,604 4,106,393 (11,929,688) 880,019

$6,850,417  $5002,296  $ 4,550,115 $ (12,395,404)  $ 4,007,424
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Net sales

Cost of goods sold

Restructuring and related charges
Gross profit

Operating expenses:
Selling
General and administrative
Research and development
Restructuring and related charges

Operating income

Interest expense

Other income, net

(Loss) income before income taxes
Income (benefit) tax expense

Net income

SPECTRUM BRANDS, INC. AND SUBSIDIARIES

Condensed Consolidating Statement of Operations
Three Month Period Ended July 2, 2006

(Unaudited)
(Amounts in thousands)

Guarantor Nonguarantor Consolidated

Parent Subsidiaries Subsidiaries Eliminations Total
$330,092 $ 134,977 $ 266,336 $ (33,136) $ 698,269
198,080 97,459 169,076 (34,529) 430,086
— 1,761 947 — 2,708
132,012 35,757 96,313 1,393 265,475
74,127 17,724 62,400 8 154,243
27,807 278 15,068 — 43,153
5,062 1,269 1,151 — 7,482
9,098 844 1,610 — 11,552
116,094 20,115 80,229 8) 216,430
15,918 15,642 16,084 1,401 49,045
43,794 (582) 2,073 403 45,688
(17,138) (24,855) (2,666) 44,575 (84)
(10,738) 41,079 16,677 (43,577) 3,441
(11,910) 6,772 6,034 — 896
$ 1,172 $ 34,307 10,643 $ (43,577) $ 2,545
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SPECTRUM BRANDS, INC. AND SUBSIDIARIES

Condensed Consolidating Statement of Operations

Nine Month Period Ended July 2, 2006

Net sales

Cost of goods sold

Restructuring and related charges
Gross profit

Operating expenses:
Selling
General and administrative
Research and development
Restructuring and related charges

Operating income

Interest expense

Other income, net

(Loss) income from continuing operations before income taxes
Income (benefit) tax expense

(Loss) income from continuing operations

Income (loss) from discontinued operations

Net income (loss)

(Unaudited)
(Amounts in thousands)

Guarantor Nonguarantor Consolidated

Parent Subsidiaries Subsidiaries Eliminations Total
$826,513 $ 384,691 $ 829,289 $ (97,144) $1,943,349
507,412 272,908 514,199 (98,004) 1,196,515
— 2,694 1,741 — 4,435
319,101 109,089 313,349 860 742,399
184,384 51,354 184,044 (109) 419,673
86,115 5,084 46,187 — 137,386
15,482 3,885 3,154 — 22,521
15,807 1,802 5,226 — 22,835
301,788 62,125 238,611 (109) 602,415
17,313 46,964 74,738 969 139,984
125,352 (11,924) 15,986 586 130,000
(47,614) (10,827) (1,987) 54,405 (6,023)
(60,425) 69,715 60,739 (54,022) 16,007
(37,062) 17,875 24,489 — 5,302
(23,363) 51,840 36,250 (54,022) 10,705
27,768 11,100 (44,148) — (5,280)
$ 4,405 $ 62,940 $  (7,898) $ (54,022) $ 5425
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SPECTRUM BRANDS, INC. AND SUBSIDIARIES

Condensed Consolidating Statement of Cash Flows
Nine Month Period Ended July 2, 2006
(Unaudited)

(Amounts in thousands)

Guarantor Nonguarantor Consolidated
Parent Subsidiaries Subsidiaries Eliminations Total
Net cash (used) provided by continuing operating activities $ (79,320) $ 444,417 $ 201,878 $(558,670) $ 8,305
Cash flows from investing activities:
Purchases of property, plant and equipment (18,066) (3,944) (29,148) — (51,158)
Proceeds from sale of property, plant and equipment and
investments 4,831 — 548 — 5,379
Proceeds from sale of assets held for sale 10,641 — — — 10,641
Payments for acquisitions, net of cash acquired (7,363) (1,728) (5,765) — (14,856)
Intercompany investments (236,280) 256,231 (19,951) — —
Net cash provided by investing activities of continuing operations (246,237) 250,559 (54,316) — (49,994)
Net cash provided by investing activities of discontinued
operations — — 84,432 — 84,432
Net cash (used) provided by investing activities (246,237) 250,559 30,116 — 34,438
Cash flows from financing activities:
Reduction of debt (642,171) — (99,472) — (741,643)
Proceeds from debt financing 612,659 — 74,337 — 686,996
Debt issuance costs (5,236) — — — (5,236)
Proceeds from exercise of stock options 365 — — — 365
Stock option income tax benefit 80 — — — 80
Proceeds from (advances related to) intercompany
transactions 345,529 (694,651) (209,548) 558,670 —
Net cash provided (used) by financing activities 311,226 (694,651) (234,683) 558,670 (59,438)
Effect of exchange rate changes on cash and cash equivalents — — (22) — (22)
Net (decrease) increase in cash and cash equivalents (14,331) 325 (2,711) — (16,717)
Cash and cash equivalents, beginning of period 15,756 2,657 11,439 — 29,852
Cash and cash equivalents, end of period $ 1,425 $ 2,982 $ 8,728 $ — $ 13,135

30




Table of Contents

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Introduction

We are a global branded consumer products company with positions in seven major product categories: consumer batteries; lawn and garden; pet supplies;
electric shaving and grooming; household insect control; electric personal care products; and portable lighting. We are a manufacturer and marketer of alkaline,
zinc carbon and hearing aid batteries, as well as aquariums and aquatic health supplies and a designer and marketer of rechargeable batteries, battery-powered
lighting products, electric shavers and accessories, grooming products and hair care appliances. We are also a North American manufacturer and marketer of lawn
fertilizers, herbicides, pet supplies and specialty food products and insecticides and repellents.

We sell our products in approximately 120 countries through a variety of trade channels, including retailers, wholesalers and distributors, hearing aid
professionals, industrial distributors and OEMs. We enjoy strong name recognition in our markets under the Rayovac, VARTA and Remington brands, each of
which has been in existence for more than 80 years, and under the Spectracide, Cutter, Tetra, 8-in-1 and various other brands. Our manufacturing and product
development facilities are located in the United States, Europe, China and Latin America. We manufacture alkaline and zinc carbon batteries, zinc air hearing aid
batteries, lawn fertilizers, herbicides, pet supplies and specialty food products and insecticides and repellents in our company operated manufacturing facilities.
Substantially all of our rechargeable batteries and chargers, electric shaving and grooming products, electric personal care products and portable lighting products
are manufactured by third party suppliers, primarily located in Asia.

On November 22, 2005, we entered into an agreement with Agrium Inc. to sell our fertilizer technology and Canadian professional fertilizer products
businesses of Nu-Gro (“Nu-Gro Pro and Tech”) to Agrium. The transaction closed on January 25, 2006. Proceeds from the sale are expected to total
approximately $83 million after finalization of contractual working capital adjustments. This divestiture allowed us to focus on our primary growth strategy of
marketing branded consumer products to retailers. Proceeds from the sale were used to reduce our outstanding debt. As part of the transaction, we have signed
strategic multi-year reciprocal supply agreements with Agrium. (See footnote 2 to our Condensed Consolidated Financial Statements (unaudited) filed with this
report, “Significant Accounting Policies—Discontinued Operations,” for additional information regarding this divestiture).

Our financial performance is influenced by a number of factors including: general economic conditions, foreign exchange fluctuations and trends in
consumer markets; our overall product line mix, including sales prices and gross margins which vary by product line and geographic market; pricing of certain
raw materials and commodities; fuel prices and our general competitive position, especially as impacted by our competitors’ promotional activities and pricing
strategies.

Results of Operations
Fiscal Quarter and Fiscal Nine Months Ended July 2, 2006 Compared to Fiscal Quarter and Fiscal Nine Months Ended July 3, 2005
Year over year historical comparisons are influenced by our acquisitions of United, Tetra and Jungle Labs acquired on February 7, 2005, April 29, 2005 and

September 1, 2005, respectively. See footnote 10 to our Condensed Consolidated Financial Statements (unaudited) filed with this report, “Acquisitions,” for
additional information regarding these acquisitions.

During the nine months ended July 2, 2006 (the “Fiscal 2006 Nine Months™), Nu-Gro Pro and Tech was presented as discontinued operations consistent
with our decision to sell these businesses. Consequently, the results of these discontinued operations for the three months ended July 2, 2006 (the “Fiscal 2006
Quarter”) and the Fiscal 2006 Nine Months are reflected in our Condensed Consolidated Statements of Operations (unaudited) as discontinued operations. The
results of Nu-Gro Pro and Tech in fiscal 2005 have been reclassified to conform
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to the fiscal 2006 classification. As a result, and unless specifically stated, all discussions regarding our Fiscal 2006 Quarter and Fiscal 2006 Nine Months reflect
results from our continuing operations.

Net Sales. Net sales for the Fiscal 2006 Quarter decreased to $698 million from $708 million during the three months ended July 3, 2005 (the “Fiscal 2005
Quarter”), reflecting a 1% decrease. Net sales for the Fiscal 2006 Nine Months increased to $1,943 million from $1,720 million during the nine months ended
July 3, 2005 (the “Fiscal 2005 Nine Months”), reflecting a 13% increase. Our Fiscal 2005 Quarter and Fiscal 2005 Nine Months results reflect sales of Tetra
products for only May and June. No Jungle Labs results are included in the Fiscal 2005 Quarter or Fiscal 2005 Nine Months. Our Fiscal 2005 Nine Months
results also reflect sales of lawn and garden, household insect control and United pet products for only February through June. After adjusting net sales to assume
all acquisitions completed by us during Fiscal 2005 were completed as of October 1, 2004, our net sales for the Fiscal 2006 Quarter and Fiscal 2006 Nine Months
declined 5 percent and 6 percent, respectively. This decline is primarily a result of under-performance in our battery business and shaving and grooming business
in North America.

Reported net sales by product line for the Fiscal 2006 Quarter, Fiscal 2005 Quarter, Fiscal 2006 Nine Months and Fiscal 2005 Nine Months, respectively,
are as follows (in millions):

Fiscal Quarter Fiscal Nine Months
2006 2005 2006 2005
Product line net sales
Batteries $190 $224 $ 633 $ 748
Lights 22 22 65 69
Shaving and grooming 50 64 197 213
Personal care 33 26 110 103
Lawn and garden 205 188 425 327
Household insect control 66 76 110 105
Pet products 132 108 403 155
Total revenues from external customers $698 $708 $1,943 $ 1,720

The decline in our battery sales for the Fiscal 2006 Quarter and Fiscal 2006 Nine Months was driven by a number of factors, primarily a reduction of
inventory levels at certain retailers in North America, and the finalization of our transition to a new alkaline marketing strategy in North America, centered
around an improved value position, which has taken longer than anticipated. Our previous alkaline marketing strategy of “50% More” focused on the cost of our
product to the customer while our current alkaline marketing strategy, “Same Performance, Better Price,” is designed to highlight the fact that battery
performance tests show that our alkaline batteries generally perform as well as the leading alkaline battery brands and our alkaline batteries are offered at better
prices. We experienced decreased battery sales as a result of the change in packaging and pricing from the “50% More” strategy to the “Same Performance, Better
Price” strategy as customers and consumers adjusted to the new message and the related changes in our pricing and package sizes. During this transition, some of
the existing inventories of “50% More” alkaline battery products were heavily promoted to sell and sold to discounters at prices lower than retail prices we would
typically receive in the marketplace. Battery sales in Europe declined as well, as we exited some low margin private label alkaline business and as we continued
to experience a shift in European distribution channels from high end electronic specialty stores and photo stores, where we enjoy strong market shares, to deep
discount and food retail channels where we do not have as strong a presence. Lastly, unfavorable foreign exchange translation accounted for approximately $8
million of the decline in consolidated net sales for the Fiscal 2006 Nine Months. Favorable foreign exchange translation impacted the Fiscal 2005 Quarter net
sales by approximately $5 million.

Shaving and grooming sales declined significantly in the Fiscal 2006 Quarter and Fiscal 2006 Nine Months primarily as a result of a 33% decline in sales
of men’s shavers in the Fiscal 2006 Quarter, which is due in part to
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an overall pullback in category support by key retailers and no significant new product introductions. Offsetting the decline in men’s shavers in the quarter was a
slight increase in sales of our women’s shavers, which saw an approximately 4 percent increase in sales during the Fiscal 2006 Quarter.

Gross Profit. Our gross profit margin for the Fiscal 2006 Quarter declined to 38.0% from 38.2% in the Fiscal 2005 Quarter. Cost of goods sold during the
Fiscal 2006 Quarter included approximately $3 million in restructuring and related charges associated with the United integration and rationalization of our
European sales and marketing organization. The Fiscal 2005 Quarter included a $7 million inventory valuation charge related to the United and Tetra acquisitions
and $8 million in restructuring and related charges associated with the closure of a French manufacturing facility. Excluding these charges, gross profit margin for
the Fiscal 2006 Quarter was 38.4% versus 40.3% for the same period last year. The decline in gross margin percentage resulted primarily from lower sales in the
global battery business and increased raw material costs for many of our products, including batteries.

Our gross profit margin for the Fiscal 2006 Nine Months increased to 38.2% from 38.0% in the Fiscal 2005 Nine Months. The increase in gross margin for
the Fiscal 2006 Nine Months is attributable to the charge recognized in the Fiscal 2005 Nine Months related to inventory acquired as part of the United and Tetra
acquisitions. In accordance with generally accepted accounting principles in the United States of America, this inventory was revalued as part of the purchase
price allocation. This accounting treatment resulted in an increase in acquired inventory of $35 million. Excluding this charge and restructuring and related
charges for the periods presented, our gross profit margin for the Fiscal 2006 Nine Months declined to 38.4% from 40.5% in the Fiscal 2005 Nine Months. The
Fiscal 2006 Nine Months included a full nine month benefit of higher margin Tetra pet product sales. However, this benefit was more than offset by declines in
our legacy battery, shaving and grooming and personal care margins. The decline in battery gross margins was driven by the previously mentioned shift in
European distribution channels and higher raw material costs, especially zinc. Shaving and grooming and personal care margins declined primarily as a result of a
product mix shift to lower margin products.

Operating Income. Our operating income for the Fiscal 2006 Quarter decreased to $49 million, or 7.0% of net sales, from $69 million, or 9.7% of net sales
in the Fiscal 2005 Quarter. Operating income in the Fiscal 2006 Quarter included restructuring and related charges of $14 million primarily attributable to the
United acquisition and rationalization of our European sales and marketing organization. The Fiscal 2005 Quarter included $15 million in restructuring and
related charges primarily related to the United acquisition and the closure of our French manufacturing facility. Excluding the impact of restructuring and related
charges and the previously discussed $7 million inventory purchase accounting charge to cost of goods sold in the Fiscal 2005 Quarter, our operating income
would have been $63 million and $91 million in the Fiscal 2006 Quarter and the Fiscal 2005 Quarter, respectively. After excluding these items, operating income
as a percentage of net sales decreased to 9.0% in the Fiscal 2006 Quarter from 12.9% in the Fiscal 2005 Quarter. The majority of this decline was the result of the
previously discussed declines in gross margin. In addition, after excluding restructuring and related charges, operating expenses as a percentage of net sales
increased from 27.4% of net sales in the Fiscal 2005 Quarter to 29.3% of net sales in the Fiscal 2006 Quarter. This increase is largely due to increased distribution
costs, primarily in North America due to increased fuel charges and a product mix shift to more sales in the fertilizer product line that includes higher freight
costs. See the “Restructuring and Related Charges” section of Management’s Discussion and Analysis of Financial Condition and Results of Operations included
below as well as footnote 11 to our Condensed Consolidated Financial Statements (unaudited) filed with this report, “Restructuring and Related Charges” for
additional information regarding our restructuring and related charges.

Our operating income for the Fiscal 2006 Nine Months decreased to $140 million, or 7.2% of net sales, from $163 million, or 9.5% of net sales, in the
Fiscal 2005 Nine Months. Excluding the impact of $27 million and $15 million of restructuring and related charges incurred during the Fiscal 2006 Nine Months
and Fiscal 2005 Nine Months, respectively, and the previously discussed $35 million inventory purchase accounting charge to cost of goods sold in the Fiscal
2005 Nine Months, our operating income would have been $167 million and $213
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million in the Fiscal 2006 Nine Months and the Fiscal 2005 Nine Months, respectively. After excluding these items, operating income as a percentage of net sales
decreased to 8.6% in the Fiscal 2006 Nine Months from 12.4% in the Fiscal 2005 Nine Months. The majority of this decline was the result of the previously
discussed declines in gross margin. In addition, after excluding restructuring and related charges, operating expenses as a percentage of net sales increased from
28.1% of net sales in the Fiscal 2005 Nine Months to 29.8% of net sales in the Fiscal 2006 Nine Months. This increase is due primarily to increased distribution
costs, primarily in North America as discussed above. See the “Restructuring and Related Charges” section of Management’s Discussion and Analysis of
Financial Condition and Results of Operations included below as well as footnote 11 to our Condensed Consolidated Financial Statements (unaudited) filed with
this report, “Restructuring and Related Charges” for additional information regarding our restructuring and related charges.

Other Income. Other income for the Fiscal 2006 Nine Months includes the benefit of two asset sales which occurred during the Fiscal 2006 Nine Months.
We recognized a net gain of approximately $8 million on the sale of our Bridgeport, CT manufacturing facility, acquired as part of the Remington acquisition and
subsequently closed in fiscal 2004, and the sale of our Madison, W1 packaging facility, which was closed in fiscal 2003. Prior to these sales, these assets were
included in assets held for sale in our Condensed Consolidated Balance Sheets (unaudited) filed with this report.

Discontinued Operations. Our loss from discontinued operations of $5.3 million, net of tax, for the Fiscal 2006 Nine Months reflects the operating results
of Nu-Gro Pro and Tech, as well as the estimated loss on the sale of these businesses. The transaction closed in January 2006. The total estimated loss on the sale
of these businesses of approximately $3.8 million, net of tax, is included in the total loss for the Fiscal 2006 Nine Months. Of this total estimated loss,
approximately $1.3 million was recognized in the second quarter of fiscal 2006. Finalization of the loss on the sale is pending completion of legal and accounting
procedures associated with a working capital settlement. See footnote 2 to our Condensed Consolidated Financial Statements (unaudited) filed with this report,
“Significant Accounting Policies—Discontinued Operations” for additional information regarding these discontinued operations.

Segment Results. Effective October 1, 2005, we began managing operations in four reportable segments: (i) North America, which consists of the legacy
businesses (battery, shaving and grooming, personal care and portable lighting) in the United States and Canada and the acquired United lawn and garden and
household insect control business; (ii) Latin America, which consists of the legacy businesses in Mexico, Central America, South America and the Caribbean;
(iii) Europe/ROW, which consists of the legacy businesses in the United Kingdom, continental Europe, China, Australia and all other countries in which we
conduct legacy businesses; and (iv) Global Pet, which consists of the acquired United Pet Group, global Tetra and Jungle Labs businesses.

Global and geographic strategic initiatives and financial objectives are determined at the corporate level. Each reportable segment is responsible for
implementing defined strategic initiatives and achieving certain financial objectives. Each reportable segment has a general manager responsible for all the sales
and marketing initiatives for all product lines within that segment plus the financial results of that segment. Financial information pertaining to our geographic
regions is contained in footnote 9 to our Condensed Consolidated Financial Statements (unaudited) filed with this report, “Segment Results.”

We evaluate segment profitability based on income from operations before corporate expense and restructuring and related charges. Corporate expense
includes expense associated with purchasing, corporate general and administrative areas and research and development.
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North America

Fiscal Quarter Nine Months
2006 2005 2006 2005
Net sales to external customers $ 394 $ 413 $ 955 $ 909
Segment profit $ 62 $ 72 $ 126 $ 147
Segment profit as a % of net sales 15.7% 17.4% 13.2% 16.2%
Assets as of July 2, 2006 and September 30, 2005 $2,185 $2,246 $2,185 $2,246

Our net sales to external customers in the Fiscal 2006 Quarter decreased to $394 million from $413 million during the Fiscal 2005 Quarter. The primary
contributors to this decline were a $17 million decrease in sales of Remington shaving and grooming products, an $11 million decrease in battery sales and a $9
million decrease in sales of household insect control products, partially offset by a $16 million increase in sales of our lawn and garden products.

Our net sales to external customers in the Fiscal 2006 Nine Months increased to $955 million from $909 million during the Fiscal 2005 Nine Months. This
5% increase was due to the inclusion of the acquired United lawn and garden and household insect control business for the entire Fiscal 2006 Nine Months as
compared to only February through June for the Fiscal 2005 Nine Months. Net sales contributed by the acquired United business from October 2005 through
January 2006 totaled $86 million. After adjusting net sales to assume all acquisitions completed by us during Fiscal 2005 were completed as of October 1, 2004,
our net sales for the Fiscal 2006 Nine Months declined 6 percent. This decline was driven by a $47 million decline in battery sales as a result of the reduction of
inventory levels at certain retailers in North America and the finalization of our transition to a new alkaline marketing strategy. In addition, our Remington
shaving and grooming sales in North America declined by $18 million, driven by lower than expected sales during the Fiscal 2006 Quarter of Remington men’s
shaving products. These sales declines were offset by an $8 million increase in sales of our Remington personal care products during the Fiscal 2006 Nine
Months.

Our profitability in the Fiscal 2006 Quarter decreased to $62 million from $72 million in the Fiscal 2005 Quarter. Excluding the impact of the previously
discussed inventory purchase accounting charge in the Fiscal 2005 Quarter, of which approximately $2 million related to the North America segment, profitability
in the Fiscal 2006 Quarter declined by approximately 16%. This decrease was primarily due to the impact of lower sales and product mix shifts in our acquired
lawn and garden and household insect control businesses. Operating expenses as a percentage of net sales increased to approximately 22.6% of net sales in the
Fiscal 2006 Quarter from approximately 21.9% of net sales in the Fiscal 2005 Quarter. This increase was driven primarily by increased distribution expenses.
Distribution expenses increased to 11.7% of net sales in the Fiscal 2006 Quarter as compared to 9.4% of net sales in the Fiscal 2005 Quarter due to increased fuel
charges and a product mix shift to more sales in the fertilizer product line that includes higher freight costs.

Our profitability in the Fiscal 2006 Nine Months decreased to $126 million from $147 million in the Fiscal 2005 Nine Months, a 14% decrease. Excluding
the inventory purchase accounting charge of approximately $23 million in the Fiscal 2005 Nine Months, profitability declined by $44 million, or 26%. This
decrease was primarily due to the impact of lower battery sales and increased raw material costs, which resulted in a reduction in gross profit of approximately
$30 million. The remaining decrease is due to lower profitability in shaving and grooming, product mix shift from household insect control to lawn and garden, as
well as higher distribution costs in the Fiscal 2006 Nine Months.

Our assets as of July 2, 2006 decreased to $2,185 million from $2,246 million at September 30, 2005, primarily due to the disposal of Nu-Gro Pro and Tech
in January 2006. Intangible assets at July 2, 2006 are approximately $1,501 million and primarily relate to the United and Remington acquisitions.
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Europe/ROW
Fiscal Quarter Nine Months
2006 2005 2006 2005
Net sales to external customers $117 $ 137 $ 417 $ 504
Segment profit $ 4 $ 18 $ 42 $ 73
Segment profit as a % of net sales 3.4% 13.1% 10.1% 14.5%
Assets as of July 2, 2006 and September 30, 2005 $523 $ 557 $ 523 $ 557

Our net sales to external customers in the Fiscal 2006 Quarter decreased to $117 million from $137 million during the Fiscal 2005 Quarter, representing a
15% decrease. Unfavorable foreign exchange translation impacted sales by approximately $1 million. Battery and lighting sales declined by approximately 23%
excluding the impact of currency. This decline was the result of a continued stagnant economy in central Europe, our decision to exit some low margin private
label alkaline business and a shift in European distribution channels from electronic specialty stores and photo stores where we enjoy strong market shares, to
deep discount and food retail channels where we do not have as strong a presence. We also saw declines in our higher margin photo and lithium battery sales
driven by a shift in the photo market, as analog cameras are replaced by digital cameras, which predominantly use rechargeable batteries. Sales of our Remington
branded products increased by 19% during the Fiscal 2006 Quarter excluding the impact of currency as we continue to gain distribution across continental
Europe, driven by our investments in brand development.

Our net sales to external customers in the Fiscal 2006 Nine Months decreased to $417 million from $504 million during the Fiscal 2005 Nine Months,
representing an 17% decrease. Unfavorable foreign exchange translation accounted for $24 million of the decline. Battery and lighting sales across Europe
declined by approximately 16% excluding the impact of currency. The battery business in continental Europe has been negatively impacted by a stagnant
economy and the aforementioned shift in distribution channels, coupled with our decision to exit certain low margin private label alkaline business. Sales of our
Remington branded shaving, grooming and personal care products declined by approximately 1 percent excluding the impact of currency as we were unable to
anniversary the strong Fiscal 2005 Nine Months sales resulting from the successful launch of a personal care product in the United Kingdom. Excluding
Remington branded sales in the United Kingdom, net sales of Remington branded products in the remainder of the Europe/ROW segment increased 26%
excluding the impact of currency in the Fiscal 2006 Nine Months as compared to the Fiscal 2005 Nine Months.

Our operating profitability in the Fiscal 2006 Quarter decreased to $4 million from $18 million in the Fiscal 2005 Quarter. The profitability decrease was
primarily driven by lost gross profit as a result of the sales decline in batteries, along with the impact of increased zinc costs and lower production capacity
utilization. Segment profitability as a percentage of sales declined to 3.4% in the Fiscal 2006 Quarter as compared with 13.1% in the comparable period last year.
Operating expenses as a percentage of net sales increased to approximately 32.2% of net sales in the Fiscal 2006 Quarter from approximately 29.5% of net sales
in the Fiscal 2005 Quarter. This increase was entirely due to our lower sales base in the Fiscal 2006 Quarter as total operating expenses declined in the Fiscal
2006 Quarter by $3 million versus the Fiscal 2005 Quarter.

Our operating profitability in the Fiscal 2006 Nine Months decreased to $42 million from $73 million in the Fiscal 2005 Nine Months. Segment
profitability as a percentage of sales declined to 10.1% in the Fiscal 2006 Nine Months as compared with 14.5% in the comparable period last year. The
profitability decrease was primarily driven by lost gross profit as a result of the sales decline. Operating expenses as a percentage of net sales increased slightly to
approximately 28.3% of net sales in the Fiscal 2006 Nine Months from approximately 27.8% of net sales in the Fiscal 2005 Nine Months.

Our assets as of July 2, 2006 decreased to $523 million from $557 million at September 30, 2005. The decrease is primarily attributable to the impact of
foreign currency translation.
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Latin America

Fiscal Quarter Nine Months
2006 2005 2006 2005
Net sales to external customers $ 55 $ 50 $169 $152
Segment profit $ 4 $ 4 $ 14 $ 14
Segment profit as a % of net sales 7.3% 8.0% 8.3% 9.2%
Assets as of July 2, 2006 and September 30, 2005 $375 $368 $375 $368

Our net sales to external customers in the Fiscal 2006 Quarter increased to $55 million from $50 million in the Fiscal 2005 Quarter reflecting a 10%
increase. Favorable currency translation accounted for $2 million of the increase. Additionally, strong performance from Remington branded products in the
region combined with modest growth in lighting added to the sales increase for the Fiscal 2006 Quarter. Sales of Remington products are expected to continue to
grow in fiscal 2006, the result of geographic expansion.

Our net sales to external customers in the Fiscal 2006 Nine Months increased to $169 million from $152 million in the Fiscal 2005 Nine Months reflecting
an 11% increase. Favorable currency translation accounted for $9 million of the increase, the result of a strong Brazilian Real. Additionally, the introduction of
Remington branded products throughout the region, as well as modest growth in our general battery business, are reflected in the sales increase for the Fiscal
2006 Nine Months.

Our profitability in the Fiscal 2006 Quarter was flat at $4 million when compared to the Fiscal 2005 Quarter. Segment profitability as a percentage of sales
in the Fiscal 2006 Quarter declined to 7.3% from 8.0% in the same period last year, mainly as a result of rising commaodity prices and higher selling and
marketing expenses offsetting higher revenues. Our profitability in the Fiscal 2006 Nine Months was flat at $14 million when compared to the Fiscal 2005 Nine
Months. Segment profitability as a percentage of sales in the Fiscal 2006 Nine Months declined to 8.3% from 9.2% in the same period last year. Operating
expenses as a percentage of net sales increased slightly to approximately 31.1% of net sales in the Fiscal 2006 Nine Months from 30.3% of net sales in the Fiscal
2005 Nine Months. This increase was primarily due to increased investment in marketing and selling expenses as we introduce Remington products into the
region.

Our assets as of July 2, 2006 were $375 million compared to $368 million at September 30, 2005. The increase in assets is primarily attributable to the
impact of foreign currency translation. Intangible assets total approximately $229 million and primarily relate to the ROV Ltd. acquisition completed in fiscal
1999 and the fiscal 2004 Microlite acquisition.

Global Pet
Fiscal Quarter Nine Months
2006 2005 2006 2005
Net sales to external customers $ 132 $ 108 $ 403 $155
Segment profit $ 21 $ 12 $ 62 $ 12
Segment profit as a % of net sales 15.9% 11.1% 15.4% 7.7%
Assets as of July 2, 2006 and September 30, 2005 $ 848 $ 791 $ 848 $791

Our net sales to external customers in the Fiscal 2006 Quarter were $132 million. Our net sales to external customers in the Fiscal 2005 Quarter were $108
million. Unfavorable foreign exchange translation impacted sales by approximately $1 million. Acquisitions contributed $23 million in net sales during the Fiscal
2006 Quarter. After adjusting net sales to assume all acquisitions completed by us during fiscal 2005 were completed as of October 1, 2004, net sales increased 1
percent compared to last year’s adjusted results, as a result of growth in companion pet sales.

37



Table of Contents

Our net sales to external customers in the Fiscal 2006 Nine Months were $403 million. Our net sales to external customers in the Fiscal 2005 Nine Months
were $155 million. Unfavorable foreign exchange translation impacted sales by approximately $1 million. Acquisitions contributed $245 million in net sales
during the Fiscal 2006 Nine Months. After adjusting net sales to assume all acquisitions completed by us during fiscal 2005 were completed as of October 1,
2004, net sales increased 1 percent compared to last year’s adjusted results, as a result of strong growth in companion pet sales, offset by a slight decline in sales
of aquatics products.

Our profitability in the Fiscal 2006 Quarter was $21 million, or 15.9% of net sales. Our profitability in the Fiscal 2005 Quarter was $12 million, or 11.1%
of net sales. Excluding the impact of the previously discussed inventory purchase accounting charge in the Fiscal 2005 Quarter, $6 million of which related to the
Global Pet segment, operating profitability would have approximated $18 million, or 16.7% of net sales.

Our profitability in the Fiscal 2006 Nine Months was $62 million, or 15.4% of net sales. Our profitability in the Fiscal 2005 Nine Months was $12 million,
or 7.7% of net sales. Excluding the impact of the previously discussed inventory purchase accounting charge in the Fiscal 2005 Nine Months, $12 million of
which related to the Global Pet segment, operating profitability would have approximated $24 million, or 15.4% of net sales.

Our assets as of July 2, 2006 increased to $848 million from $791 million at September 30, 2005. The increase in assets is primarily attributable to changes
in goodwill as purchase price allocations were adjusted, as well as the impact of foreign currency. Intangible assets total approximately $610 million and relate to
the acquisitions of Tetra and United Pet Group.

Corporate Expense. Our corporate expenses in the Fiscal 2006 Quarter increased to $28 million from $22 million in the same period last year. The increase
in expense is primarily due to increased costs of global operations of approximately $3 million, primarily the result of the expansion of our global operations
support structure and a $3 million increase in corporate general and administrative expenses, primarily as a result of increased professional fees. Our corporate
expense as a percentage of net sales in the Fiscal 2006 Quarter increased to 4.0% from 3.2% in the previous year.

Our corporate expenses in the Fiscal 2006 Nine Months increased to $77 million from $67 million in the same period last year. The increase in expense is
primarily due to increased costs of global operations of approximately $8 million, primarily the result of the expansion of our Asian global operations support
structure and increased research and development costs of approximately $1 million, primarily attributable to the acquisitions of United and Tetra. Our corporate
expense as a percentage of net sales in the Fiscal 2006 Nine Months increased to 4.0% from 3.9% in the previous year.
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Restructuring and Related Charges. The following table summarizes all restructuring and related charges we incurred in the Fiscal 2006 Quarter, Fiscal
2005 Quarter, Fiscal 2006 Nine Months and Fiscal 2005 Nine Months, respectively (in millions):

Fiscal Quarter Fiscal Nine Months
2006 2005 2006 2005

Costs included in cost of sales:
Breitenbach, France facility closure:

Termination benefits $— $ 83 $ — $ 83

Other associated costs 0.1 (0.5) 0.3 (0.5)
United & Tetra integration:

Termination benefits 0.6 — 1.1 —

Other associated costs 1.6 — 2.0 —
European initiatives:

Termination benefits 0.4 — 1.0 —
Total restructuring and related charges in cost of sales 2.7 7.8 44 7.8
Costs included in operating expenses:
United & Tetra integration:

Termination benefits 9.3 6.9 15.2 7.0

Other associated costs 0.7 1.6 2.5 1.6
European initiatives:

Termination benefits 1.6 — 5.2 —
Other initiatives:

Other associated costs — (1.1) — (1.1)
Total restructuring and related charges in operating expenses 11.6 7.4 22.9 7.5
Total restructuring and related charges $14.3 $15.2 $ 273 $ 153

See footnote 11 to our Condensed Consolidated Financial Statements (unaudited) filed with this report, “Restructuring and Related Charges” for additional
information regarding our restructuring and related charges.

Our integration activities related to the United and Tetra acquisitions are ongoing and are expected to continue through fiscal 2008, resulting in expected
cost savings estimated at $100 million when fully realized, $35 million of which are expected to be realized in fiscal 2006. We incurred approximately $12
million and $21 million of pretax restructuring and related charges during the Fiscal 2006 Quarter and Fiscal 2006 Nine Months, respectively, in connection with
these integration activities. Total costs associated with our United and Tetra integration efforts are expected to total approximately $85 million, of which
approximately $65 million will be cash costs and $20 million will be non-cash. In fiscal 2006, we expect to incur approximately $35 million to $40 million of
costs associated with the integration, which includes approximately $30 million to $35 million of cash costs.

As a result of our continued concern regarding the European economy and the continued shift from branded alkaline batteries to private label, we
announced a series of initiatives in Europe to reduce operating costs and rationalize our manufacturing structure (“European initiatives”). These initiatives include
the closure of the Ellwangen, Germany packaging center and the relocation of operations to the Dischingen, Germany battery plant, the transfer of private label
battery production at our Dischingen, Germany battery plant to our manufacturing facility in China and the previously announced restructuring of sales,
marketing and support functions. As a result of these measures, headcount in Europe will be reduced by approximately 350, or 24%. We incurred approximately
$2 million and $6 million of pretax restructuring and related charges during the Fiscal 2006 Quarter and Fiscal 2006 Nine Months, respectively, in connection
with these actions. Upon completion of all actions, which are expected to be completed by June 2007, total annualized savings are projected at $33 million. Total
costs associated with these initiatives, expected to be incurred through June 2007, relate primarily to severance and are projected to total approximately $31
million, which primarily represents cash costs.
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Interest Expense. Interest expense in the Fiscal 2006 Quarter increased to $46 million from $39 million in the Fiscal 2005 Quarter. Interest expense in the
Fiscal 2006 Nine Months increased to $130 million from $95 million in the Fiscal 2005 Nine Months. These increases were due to increased debt levels
associated with the United and Tetra acquisitions and higher interest rates. Interest expense for the Fiscal 2005 Nine Months included $12 million of debt issue
costs written off in connection with our acquisitions and related debt financings.

Income Tax Expense. As a result of the implementation of tax reduction strategies resulting from our recent acquisitions, we were able to reduce our
effective tax rate from continuing operations to approximately 26% for the Fiscal 2006 Quarter and approximately 33% for the Fiscal 2006 Nine Months. We
expect a continued benefit from these strategies going forward. Our effective tax rate on income from continuing operations was approximately 34% and 36% for
the Fiscal 2005 Quarter and Fiscal 2005 Nine Months, respectively.

Liquidity and Capital Resources
Operating Activities

For the Fiscal 2006 Nine Months, operating activities provided $8 million in net cash as compared to $131 million provided during the same period last
year. This change is partly due to a $34 million decline in income from continuing operations, or a $47 million decline in income from continuing operations
when adjusted for non-cash items. In addition, unfavorable changes in operating assets and liabilities reduced operating cash flow by $76 million as compared to
the Fiscal 2005 Nine Months. The primary component of this reduction was inventory, which was a source of approximately $46 million in cash in the Fiscal
2005 Nine Months and a use of approximately $12 million in cash in the Fiscal 2006 Nine Months. Also, cash restructuring costs were approximately $32 million
during the Fiscal 2006 Nine Months as compared to only $7 million during the Fiscal 2005 Nine Months.

Investing Activities

Net cash provided by investing activities was $34 million for the Fiscal 2006 Nine Months as compared to $1,640 million used for the Fiscal 2005 Nine
Months. The change was primarily due to significant acquisition payments included last year as well as proceeds from the sale of assets and the sale of
discontinued operations during the Fiscal 2006 Nine Months. We generated approximately $100 million of cash flow from the sale of Nu-Gro Pro and Tech and
other surplus assets during the Fiscal 2006 Nine Months. Capital expenditures during the Fiscal 2006 Nine Months were approximately $51 million versus $41
million in the Fiscal 2005 Nine Months. Capital expenditures for fiscal 2006 are expected to be approximately $60 million.

Debt Financing Activities

We believe our cash flow from operating activities and periodic borrowings under our credit facilities will be adequate to meet the short-term and long-term
liquidity requirements of our existing business prior to the expiration of those credit facilities, although no assurance can be given in this regard.

Our Senior Credit Facilities include aggregate facilities of $1,443 million consisting of, approximately, a $605 million U.S. Dollar Term Loan, a €114
million Term Loan (USD $134 million at July 2, 2006), a Tranche B €281 million Term Loan (USD $331 million at July 2, 2006), a Canadian Dollar 87 million
Term Loan (USD $73 million at July 2, 2006) and a Revolving Credit Facility of $300 million. There was $25 million outstanding under the Revolving Credit
Facility at July 2, 2006. The Revolving Credit Facility includes foreign currency sublimits equal to the U.S. Dollar equivalent of €25 million for borrowings in
Euros, the U.S. Dollar equivalent of £10 million for borrowings in Pounds Sterling and the equivalent of borrowings in Chinese Yuan of $35 million.
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Approximately $223 million remains available under the Revolving Credit Facility as of July 2, 2006, net of approximately $52 million of outstanding
letters of credit.

In addition to principal payments, we have annual interest payment obligations of approximately $30 million under our debt offering of $350 million 8 /2%
Senior Subordinated Notes due in 2013 and annual interest payment obligations of approximately $52 million associated with our debt offering of $700 million
73/8% Senior Subordinated Notes due in 2015 (together, the “Senior Subordinated Notes™). We also incur interest on our borrowings associated with the Senior
Credit Facilities, and such interest would increase borrowings under the Revolving Credit Facility if cash were not otherwise available for such payments. Based
on amounts currently outstanding under the Senior Credit Facilities, using interest rate spreads in effect as of the May 9, 2006 amendment, and using market
interest rates and foreign exchange rates in effect as of July 2, 2006, we estimate annual interest payments of approximately $80 million would be required
assuming no further principal payments were to occur and excluding any payments associated with outstanding interest rate swaps. In addition, we are required to
pay a quarterly commitment fee of 0.50% on the unused portion of the Revolving Credit Facility.

The Senior Credit Facilities contain financial covenants with respect to borrowings, which include maintaining minimum interest coverage and maximum
leverage ratios. In accordance with the Senior Credit Facilities, the limits imposed by such ratios become more restrictive over time. In addition, the Senior Credit
Facilities restrict our ability to incur additional indebtedness, create liens, make investments or specified payments, give guarantees, pay dividends, make capital
expenditures and enter into a merger or acquisition or sell assets. Indebtedness under these facilities (i) is secured by substantially all of our assets, and (ii) is
guaranteed by certain of our subsidiaries.

The terms of both the $350 million 8 /2% and $700 million 7 3/8% Senior Subordinated Notes permit the holders to require us to repurchase all or a portion
of the notes in the event of a change of control. In addition, the terms of the notes restrict or limit our ability to, among other things: (i) pay dividends or make
other restricted payments; (ii) incur additional indebtedness and issue preferred stock; (iii) create liens; (iv) enter into mergers, consolidations, or sales of all or
substantially all of our assets; (v) make asset sales; (vi) enter into transactions with affiliates; and (vii) issue or sell capital stock of our wholly owned subsidiaries.
Payment obligations of the notes are fully and unconditionally guaranteed on a joint and several basis by all of our domestic subsidiaries.

We were in compliance with all covenants associated with our Senior Credit Facilities, as amended, and Senior Subordinated Notes that were in effect as of
and during the nine month period ended July 2, 2006. Although we were in compliance with all covenants as of July 2, 2006, due to the significant amount of debt
we have incurred, we have decided to analyze the possibility of divesting certain assets to reduce our outstanding debt balances and reduce our overall leverage
ratio. We recently engaged investment bankers to assist in this analysis.

Equity Financing Activities

During the Fiscal 2006 Nine Months we granted approximately 1.0 million shares of restricted stock. Of these grants, approximately 0.4 million shares are
time-based and vest on a pro rata basis over a four-year period and 0.4 million shares are performance-based and vest upon achievement of certain performance
goals. If the performance targets are not met, the performance component of a restricted stock award will automatically vest one year after the originally
scheduled vesting date, effectively making the award time-based. The remaining 0.2 million shares vest at specific dates throughout 2008 and 2009. All vesting
dates are subject to the recipients’ continued employment with us. The total market value of the restricted shares on the date of grant was approximately $18.8
million which is being amortized to expense over the appropriate vesting period.

Effective the third quarter of fiscal 2006, the only stock-based compensation to be awarded will be performance-based restricted stock or stock options. In
this regard, vesting of such restricted stock will occur only upon achievement of certain performance goals established by our Board of Directors.

41



Table of Contents

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our financial condition, changes
in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources that are material to investors.

Contractual Obligations and Commercial Commitments

There have been no material changes to our contractual obligations and commercial commitments as discussed in our Annual Report on Form 10-K for our
fiscal year ended September 30, 2005.

Critical Accounting Policies and Critical Accounting Estimates

Our condensed consolidated financial statements (unaudited) have been prepared in accordance with generally accepted accounting principles in the United
States of America and fairly present our financial position and results of operations. There have been no material changes to our critical accounting policies or
critical accounting estimates as discussed in our Annual Report on Form 10-K for our fiscal year ended September 30, 2005.

Recently Issued Accounting Standards

In July 2006, the Financial Accounting Standards Board (“FASB”) issued FASB Interpretation (“FIN”) No. 48, “Accounting for Uncertainty in Income
Taxes—An Interpretation of FASB Statement No. 109,” (“FIN 48”). FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s
financial statements in accordance with FASB Statement No. 109, Accounting for Income Taxes. FIN 48 also prescribes a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. The new FASB standard also
provides guidance on de-recognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. The evaluation of a tax
position in accordance with FIN 48 is a two-step process. The first step is recognition whereby the enterprise determines whether it is more likely than not that a
tax position will be sustained upon examination, including resolution of any related appeals or litigation processes, based on the technical merits of the position.
In evaluating whether a tax position has met the more-likely-than-not recognition threshold, the enterprise should presume that the position will be examined by
the appropriate taxing authority that has full knowledge of all relevant information. The second step is measurement whereby a tax position that meets the more-
likely-than-not recognition threshold is calculated to determine the amount of benefit to recognize in the financial statements. The tax position is measured at the
largest amount of benefit that is greater than 50% likely of being realized upon ultimate settlement. The provisions of FIN 48 are effective for fiscal years
beginning after December 15, 2006. Earlier application is permitted as long as the enterprise has not yet issued financial statements, including interim financial
statements, in the period of adoption. The provisions of FIN 48 are to be applied to all tax positions upon initial adoption of this standard. Only tax positions that
meet the more-likely-than-not recognition threshold at the effective date may be recognized or continue to be recognized upon adoption of FIN 48. The
cumulative effect of applying the provisions of FIN 48 should be reported as an adjustment to the opening balance of retained earnings (or other appropriate
components of equity or net assets in the statement of financial position) for that fiscal year. We are currently evaluating the impact that FIN 48 will have on our
financial condition, results of operations and cash flows.

In November 2005, the FASB issued FSP FAS 115-1 and FAS 124-1, “The Meaning of Other-Than-Temporary Impairment and Its Application to Certain
Investments” (“FSP FAS 115-1 and FAS 124-1”). FSP FAS 115-1 and FAS 124-1 address the determination as to when an impairment in equity securities
(including cost method investments) and debt securities that can contractually be prepaid or otherwise settled in such a way that the investor would not recover
substantially all of its cost should be deemed other-than-temporary. FSP FAS 115-1 and FAS 124-1 nullifies certain requirements under EITF Issue No. 03-01,
“The Meaning of Other-Than-
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Temporary Impairment and Its Application to Certain Investments,” that required the investor to make an evidence-based judgment as to whether it has the ability
and intent to hold an investment for a reasonable period of time sufficient for a forecasted recovery of fair value up to (or beyond) the cost of the investment in
determining whether the impairment was other than temporary, and the measurement of the impairment loss. The guidance in FSP FAS 115-1 and FAS 124-1 is
effective for reporting periods beginning after December 15, 2005. We do not believe the adoption of FSP FAS 115-1 and FAS 124-1 will have a material impact
on our financial position, results of operations or cash flows.

In December 2004, the FASB issued FSP FAS 109-2, “Accounting and Disclosure Guidance for the Foreign Earnings Repatriation Provision within the
American Jobs Creation Act of 2004” (“FSP FAS 109-2”). The American Jobs Creation Act of 2004 provides for a special one-time deduction of 85% of certain
foreign earnings that are repatriated to a U.S. taxpayer. We are currently evaluating FSP FAS 109-2 and do not expect it to have a material impact on our financial
condition, results of operations or cash flows.

In November 2004, the FASB issued FAS 151, “Inventory Costs, an amendment of ARB No. 43 Chapter 4” (“FAS 151”) to clarify the accounting for
abnormal amounts of idle facility expense, freight, handling costs, and wasted material (spoilage) and requires that those items be recognized as current-period
charges. In addition, this statement requires that allocation of fixed production overheads to the costs of conversion be based on the normal capacity of the
production facilities. This statement is effective for fiscal years beginning after June 15, 2005. We adopted this statement as of the beginning of fiscal 2006, and it
has not had a material impact on our financial position, results of operations or cash flows.

Item 3. Quantitative and Qualitative Disclosures About Market Risk
Market Risk Factors

We have market risk exposure from changes in interest rates, foreign currency exchange rates and commodity prices. We use derivative financial
instruments for purposes other than trading to mitigate the risk from such exposures.

A discussion of our accounting policies for derivative financial instruments is included in footnote 2 to our Condensed Consolidated Financial Statements
(unaudited) filed with this report, “Significant Accounting Policies—Derivative Financial Instruments.”

Interest Rate Risk

We have bank lines of credit at variable interest rates. The general level of U.S. interest rates, LIBOR, Euro LIBOR and Canadian LIBOR affects interest
expense. We use interest rate swaps to manage such risk. The net amounts to be paid or received under interest rate swap agreements are accrued as interest rates
change, and are recognized over the life of the swap agreements, as an adjustment to interest expense from the underlying debt to which the swap is designated.
The related amounts payable to, or receivable from, the contract counter-parties are included in accrued liabilities or accounts receivable.

Foreign Exchange Risk

We are subject to risk from sales and loans to and from our subsidiaries as well as sales to, purchases from and bank lines of credit with, third-party
customers, suppliers and creditors, respectively, denominated in foreign currencies. Foreign currency sales and purchases are made primarily in Euro, Pounds
Sterling, Canadian Dollars and Brazilian Reals. We manage our foreign exchange exposure from anticipated sales, accounts receivable, intercompany loans, firm
purchase commitments, accounts payable and credit obligations through the use of naturally occurring offsetting positions (borrowing in local currency), forward
foreign exchange contracts, foreign exchange rate swaps and foreign exchange options. The related amounts payable to, or receivable from, the contract counter-
parties are included in accounts payable or accounts receivable.
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Commodity Price Risk

We are exposed to fluctuations in market prices for purchases of zinc, urea and di-ammonium phosphates used in the manufacturing process. We use
commodity swaps, calls and puts to manage such risk. The maturity of, and the quantities covered by, the contracts are closely correlated to our anticipated
purchases of the commodities. The cost of calls, and the premiums received from the puts, are amortized over the life of the contracts and are recorded in cost of
goods sold, along with the effects of the swap, put and call contracts. The related amounts payable to, or receivable from, the counter-parties are included in
accounts payable or accounts receivable.

Sensitivity Analysis

The analysis below is hypothetical and should not be considered a projection of future risks. Earnings projections are before tax.

As of July 2, 2006, the potential change in fair value of outstanding interest rate derivative instruments, assuming a 1 percentage point unfavorable shift in
the underlying interest rates would be a loss of $15.4 million. The net impact on reported earnings, after also including the reduction in one year’s interest
expense on the related debt due to the same shift in interest rates, would be a net loss of $4.7 million.

As of July 2, 2006, the potential change in fair value of outstanding foreign exchange derivative instruments, assuming a 10% unfavorable change in the
underlying exchange rates would be a loss of $21.0 million. The net impact on reported earnings, after also including the effect of the change in the underlying
foreign currency-denominated exposures, would be immaterial.

As of July 2, 2006, the potential change in fair value of outstanding commodity price derivative instruments, assuming a 10% unfavorable change in the
underlying commodity prices would be a loss of $5.7 million. The net impact on reported earnings, after also including the reduction in cost of one year’s
purchases of the related commodities, would be a net gain of $1.9 million.

Non-GAAP Measurements

Throughout this Quarterly Report, references are made to adjusted gross profit margin, adjusted operating income, adjusted operating income as a
percentage of net sales and adjusted operating expenses as a percentage of net sales. Spectrum Brands management and some investors use adjusted results of
operations as one means of analyzing the company’s current and future financial performance and identifying trends in its financial condition and results of
operations. Spectrum Brands provides adjusted information to investors to assist in meaningful comparisons of past, present and future operating results and to
assist in highlighting the results of on-going core operations. While management believes these adjusted results provide useful supplemental information, adjusted
results are not intended to replace our GAAP financial results and should be read in conjunction with those GAAP results.

Forward Looking Statements

We have made or implied certain forward-looking statements in this Quarterly Report on Form 10-Q. All statements, other than statements of historical
facts included in this Quarterly Report, including the statements under “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” regarding our business strategy, future operations, financial position, estimated revenues, projected costs, projected synergies, prospects, plans and
objectives of management, as well as information concerning expected actions of third parties, are forward-looking statements. When used in this Quarterly
Report, the words “anticipate,” “intend,” “plan,” “estimate,” “believe,” “expect,” “project,” “could,” “will,” “should,” “may” and similar expressions are also

intended to identify forward-looking statements, although not all forward-looking statements contain such identifying words.

9« » <«
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Since these forward-looking statements are based upon current expectations of future events and projections and are subject to a number of risks and
uncertainties, many of which are beyond our control, actual results or outcomes may differ materially from those expressed or implied herein, and you should not
place undue reliance on these statements. Important factors that could cause our actual results to differ materially from those expressed or implied herein include,
without limitation:

the impact of unusual items resulting from the implementation of new business strategies, acquisitions and divestitures or current and proposed
restructuring activities;

difficulties or delays in the integration of operations of acquired businesses and our ability to achieve anticipated synergies and efficiencies with
respect to those acquisitions;

the impact of fluctuations in the cost of raw materials;

interest rate and exchange rate fluctuations;

the loss of, or a significant reduction in, sales to a significant retail customer;

competitive promotional activity or spending by competitors or price reductions by competitors;

the introduction of new product features or technological developments by competitors and/or the development of new competitors or competitive
brands;

the effects of general economic conditions, including inflation, labor costs and stock market volatility or changes in trade, monetary or fiscal policies in
the countries where we do business;

our ability to develop and successfully introduce new products, protect our intellectual property and avoid infringing the intellectual property of third
parties;

our ability to successfully implement, achieve and sustain manufacturing and distribution cost efficiencies and improvements, and fully realize
anticipated cost savings;

the cost and effect of unanticipated legal, tax or regulatory proceedings or new laws or regulations (including environmental, public health and
consumer protection regulations);

public perception regarding the safety of our products, including the potential for environmental liabilities, product liability claims, litigation and other
claims;

changes in accounting policies applicable to our business;

government regulations;

the seasonal nature of sales of our products;

weather conditions, primarily during the peak lawn and garden season; and

the effects of political or economic conditions, terrorist attacks, acts of war or other unrest in international markets.

Some of the above-mentioned factors are described in further detail in the section entitled “Risk Factors” set forth below. You should assume the
information appearing in this Quarterly Report on Form 10-Q is accurate only as of July 2, 2006 or as otherwise specified, as our business, financial condition,
results of operations and prospects may have changed since that date. Except as required by applicable law, including the securities laws of the United States and
the rules and regulations of the SEC, we undertake no obligation to publicly update or revise any forward-looking statement, whether as a result of new
information, future events or otherwise to reflect actual results or changes in factors or assumptions affecting such forward-looking statement.
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RISK FACTORS

Any of the following factors could materially and adversely affect our business, financial condition and results of operations and the risks described below
are not the only risks that we may face. Additional risks and uncertainties not currently known to us or that we currently view as immaterial may also materially
and adversely affect our business, financial condition or results of operations.

Our substantial indebtedness could adversely affect our business, financial condition and results of operations and prevent us from fulfilling our
obligations under the terms of our indebtedness.

We have, and we will continue to have, a significant amount of indebtedness. As of July 2, 2006, we had total indebtedness of approximately $2.3 billion.

Our substantial indebtedness could have material adverse consequences for our business, including:
» make it more difficult for us to satisfy our obligations with respect to the terms of our indebtedness;

*  require us to dedicate a large portion of our cash flow to pay principal and interest on our indebtedness, which will reduce the availability of our cash
flow to fund working capital, capital expenditures, research and development expenditures and other business activities;

* increase our vulnerability to general adverse economic and industry conditions;

+  limit our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate;

+  restrict us from making strategic acquisitions or exploiting business opportunities;

+  place us at a competitive disadvantage compared to our competitors that have less debt; and

+  limit our ability to borrow additional funds (even when necessary to maintain adequate liquidity) or dispose of assets.

In addition, a portion of our debt bears interest at variable rates. If market interest rates increase, variable-rate debt will create higher debt service

requirements, which would adversely affect our cash flow. While we may enter into agreements limiting our exposure to higher debt service requirements, any
such agreements may not offer complete protection from this risk.

The terms of our indebtedness impose restrictions on us that may affect our ability to successfully operate our business.

The agreement governing our Senior Credit Facilities and the indentures governing our outstanding Senior Subordinated Notes each contain covenants that,
among other things, limit our ability to:

. borrow money or sell preferred stock;

. create liens;

. pay dividends on or redeem or repurchase stock;

. make certain types of investments;

. sell stock in our restricted subsidiaries;

. restrict dividends or other payments from restricted subsidiaries;
. enter into transactions with affiliates;

. issue guarantees of debt; and

. sell assets or merge with other companies.
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These covenants could materially and adversely affect our ability to finance our future operations or capital needs and to engage in other business activities
that may be in our best interest. These covenants may also restrict our ability to expand or pursue our business strategies. Our ability to generate cash flow to
make payments on and to refinance our debt, and to comply with these covenants may be affected by events beyond our control, such as prevailing economic,
financial and competitive conditions and changes in regulations, and if such events occur, we cannot be sure that we will be able to comply. A breach of these
covenants could result in a default under the indentures governing our Senior Subordinated Notes and/or the agreement governing our Senior Credit Facilities. If
there were an event of default under the indentures for the notes and/or the agreement governing our Senior Credit Facilities, holders of such defaulted debt could
cause all amounts borrowed under these instruments to be due and payable immediately. Additionally, if we fail to repay the debt under the Senior Credit
Facilities when it becomes due, the lenders under the Senior Credit Facilities could proceed against certain of our assets and capital stock which we have pledged
to them as security. If the senior lenders caused all amounts borrowed under these instruments to be due and payable immediately, amounts outstanding under
both our 8 /2% Senior Subordinated Notes due 2013 and 7 /8% Senior Subordinated Notes due 2015 would be subject to acceleration by action of the trustee
under the respective indentures governing those notes or the respective holders of at least 25% in principal amount of the respective notes outstanding. We cannot
assure you that our assets or cash flow will be sufficient to repay borrowings under the outstanding debt instruments in the event of a default thereunder.

We cannot assure you that we will be able to comply with our financial covenants and other provisions of our debt instruments in future periods.

During the quarter ended July 2, 2006, we agreed with our senior lenders to amend the consolidated leverage ratio and consolidated interest coverage ratio
covenants under our Senior Credit Facilities effective for the period ended April 2, 2006 and subsequent periods. Under the amendment, the limits imposed by
such ratios become more restrictive over time. The more restrictive financial covenants and other provisions of our amended Senior Credit Facilities increase the
possibility that we could be unable to comply with such covenants and provisions in the future. Failure to comply with the financial covenants and other
provisions could materially and adversely affect our ability to finance our future operations or capital needs and could create a default under such instrument and
cause all amounts borrowed to become due and payable immediately. In the event of default under the Senior Credit Facilities, the amounts outstanding under our
Senior Subordinated Notes would also be subject to acceleration.

We cannot assure you that we will not violate the consolidated leverage ratio and consolidated interest coverage ratio covenants or other covenants under
our Senior Credit Facilities in the future. Failure to comply with the terms of the agreement governing our Senior Credit Facilities could also require us to
renegotiate or amend our Senior Credit Facilities on even less favorable terms.

We participate in very competitive markets and we may not be able to compete successfully.

The markets in which we participate are very competitive. In the consumer battery market, our primary competitors are Duracell (a brand of Procter &
Gamble and its Gillette subsidiary), Energizer and Panasonic (a brand of Matsushita). In the lawn and garden and household insect control markets, our principal
national competitors are The Scotts Company, Central Garden & Pet Company and S.C. Johnson. In the electric shaving and grooming and electric personal care
product markets, our primary competitors are Braun (a brand of Procter & Gamble), Norelco (a brand of Philips), Vidal Sassoon, Revlon and Helen of Troy. In
the pet supplies market, our primary competitors are The Hartz Mountain Corporation and Central Garden & Pet Company. In each of our markets, we also
compete with numerous other competitors.

We and our competitors compete for consumer acceptance and limited shelf space based upon brand name recognition, perceived quality, price,
performance, product packaging and design innovation, as well as creative
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marketing, promotion and distribution strategies. Our ability to compete in these consumer product markets may be adversely affected by a number of factors,
including, but not limited to, the following:

»  We compete against many well established companies that may have substantially greater financial and other resources, including personnel and
research and development resources, greater overall market share and fewer regulatory burdens than we do.

* In some key product lines, our competitors may have lower production costs and higher profit margins than we do, which may enable them to compete
more aggressively in offering retail discounts and other promotional incentives.

*  Product improvements or effective advertising campaigns by competitors may weaken consumer demand for our products.

»  Consumer preferences may change to products other than those we market.

Consolidation of retailers and our dependence on a small number of key customers for a significant percentage of our sales may negatively affect our
profits.

During the past decade, retail sales of the consumer products we market have been increasingly consolidated into a small number of regional and national
mass merchandisers and warehouse clubs. This trend towards consolidation is occurring on a worldwide basis. As a result of this consolidation, a significant
percentage of our sales are attributable to a very limited group of retailer customers, including Wal-Mart, The Home Depot, Carrefour, Target, Lowe’s, PetSmart,
Canadian Tire, PetCo and Gigante. Wal-Mart Stores, Inc., our largest retailer customer, accounted for approximately 20% of our net consolidated sales in the first
nine months of fiscal 2006. Our sales generally are made through the use of individual purchase orders, consistent with industry practice. Because of the
importance of these key customers, demands for price reductions or promotions by such customers, reductions in their purchases, changes in their financial
condition or loss of their accounts could have a material adverse effect on our business, financial condition and results of operations. In addition, as a result of the
desire of retailers to more closely manage inventory levels, there is a growing trend among them to purchase our products on a “just-in-time” basis. This requires
us to shorten our lead-time for production in certain cases and more closely anticipate demand, which could in the future require us to carry additional inventories
and increase our working capital and related financing requirements. Furthermore, we primarily sell branded products and a move by one of our customers to sell
significant quantities of private label products which directly compete with our products could have a material adverse effect on our business, financial condition
and results of operations.

Our dependence on, and the price of, raw materials may adversely affect our profits.

The principal raw materials used to produce our products—including granular urea, zinc powder, electrolytic manganese dioxide powder and steel—are
sourced on a global or regional basis, and the prices of those raw materials are susceptible to price fluctuations due to supply/demand trends, energy costs,
transportation costs, government regulations and tariffs, changes in currency exchange rates, price controls, the economic climate and other unforeseen
circumstances. We regularly engage in forward purchase and hedging transactions in an attempt to effectively manage our raw materials costs for the next six to
twelve months. These efforts may not be effective and, if we are unable to pass on raw materials price increases to our customers, our future profitability may be
materially adversely affected. Specifically with respect to transportation costs, certain modes of delivery are subject to fuel surcharges which are determined
based upon the current cost of diesel fuel in relation to pre-established agreed upon costs. There is no guarantee that we will be able to pass these fuel surcharges
on to our customers.

In addition, we have exclusivity arrangements and minimum purchase requirements with certain of our suppliers for our lawn and garden business, which
increases our dependence upon and exposure to those suppliers. Also, certain agreements we have with our suppliers for our lawn and garden business expired in
2005
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or are scheduled to expire in 2006. Some of those agreements include caps on the price we pay for our supplies from the relevant supplier. In certain instances,
these caps have allowed us to purchase materials at below market prices. Any renewal of those contracts may not include or reduce the effect of those caps and
could even impose above market prices in an attempt by the applicable supplier to make up for any below market prices it had received from us prior to the
renewal of the agreement. Any failure to timely obtain suitable supplies at competitive prices could materially adversely affect our business, financial condition
and results of operations.

We cannot assure you that United and Tetra will be successfully integrated.

If we cannot successfully integrate the operations of United, including the operations of United Pet Group and Nu-Gro, and Tetra, we may experience
material adverse consequences to our business, financial condition and results of operations. The integration of separately-managed companies operating in
distinctly different markets involves a number of risks, including, but not limited to, the following:

+ the risks of entering markets in which we have no prior experience;

+ the diversion of management’s attention from the management of daily operations to the integration of operations;

+ demands on management related to the significant increase in our size after the acquisitions of United and Tetra;

+ difficulties in the assimilation and retention of employees;

» difficulties in the assimilation of different corporate cultures and practices, and of broad and geographically dispersed personnel and operations;

+ difficulties in the integration of departments, information technology systems, accounting systems, technologies, books and records and procedures, as
well as in maintaining uniform standards and controls, including internal accounting controls, procedures and policies; and

«  expenses of any undisclosed or potential legal liabilities.

Prior to the acquisitions of United and Tetra, Spectrum, United and Tetra operated as separate entities. In addition, United Pet Group and Nu-Gro operated
as separate entities until acquired by United in 2004. We may not be able to maintain the levels of revenue, earnings or operating efficiency that any one of these
entities had achieved or might achieve separately. The financial statements included in this report cover periods during which United and Tetra were not under the
same management and, therefore, may not be indicative of our future financial condition or operating results. Successful integration of each company’s operations
will depend on our ability to manage those operations, realize opportunities for revenue growth presented by strengthened product offerings and expanded
geographic market coverage and, to some degree, eliminate redundant and excess costs. The anticipated savings opportunities are based on projections and
assumptions, all of which are subject to change. We may not realize anticipated benefits or savings to the extent or in the time frame anticipated, if at all, or such
benefits and savings may require higher costs than anticipated.

We may face a number of risks related to foreign currencies.

Our foreign sales and certain of our expenses are transacted in foreign currencies. In the first nine months of fiscal 2006 approximately 41% of our net sales
and 40% of our operating expenses were denominated in currencies other than U.S. dollars. Significant changes in the value of the U.S. dollar in relation to
foreign currencies could have a material effect on our business, financial condition and results of operations. Changes in currency exchange rates may also affect
our sales to, purchases from and loans to our subsidiaries as well as sales to, purchases from and bank lines of credit with our customers, suppliers and creditors
that are denominated in foreign currencies. We expect that the amount of our revenues and expenses transacted in foreign currencies will increase as our Latin
American, European and Asian operations grow and our exposure to risks associated with foreign currencies could increase accordingly.
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If we are unable to improve existing products and develop new, innovative products, or if our competitors introduce new or enhanced products, our sales
and market share may suffer.

Our future success will depend, in part, upon our ability to improve our existing products and to develop, manufacture and market new, innovative
products. If we fail to successfully introduce, market and manufacture new products or product innovations, our ability to maintain or grow our market share may
be adversely affected, which in turn could materially adversely affect our business, financial condition and results of operations.

Both we and our competitors make significant investments in research and development. If our competitors successfully introduce new or enhanced
products that eliminate technological advantages our products may have in a certain market segment or otherwise outperform our products, or are perceived by
consumers as doing so, we may be unable to compete successfully in market segments affected by these changes. In addition, we may be unable to compete if our
competitors develop or apply technology which permits them to manufacture products at a lower relative cost. The fact that many of our principal competitors
have substantially greater resources than us increases this risk. The patent rights or other intellectual property rights of third parties, restrictions on our ability to
expand or modify manufacturing capacity or constraints on our research and development activity may also limit our ability to introduce products that are
competitive on a performance basis.

Our foreign operations may expose us to a number of risks related to conducting business in foreign countries.

Our international operations and exports and imports to and from foreign markets are subject to a number of special risks. These risks include, but are not
limited to:

+ economic and political destabilization, governmental corruption and civil unrest;

+  restrictive actions by foreign governments (e.g., duties, quotas and restrictions on transfer of funds);

»  changes in foreign labor laws and regulations affecting our ability to hire and retain employees;

+  changes in U.S. and foreign laws regarding trade and investment;

«  changes in the economic conditions in these markets; and

+  difficulty in obtaining distribution and support.

In many of the developing countries in which we operate, there has not been significant governmental regulation relating to the environment, occupational
safety, employment practices or other business matters routinely regulated in the United States. As such economies develop, it is possible that new regulations

may increase the expense of doing business in such countries. In addition, social legislation in many countries in which we operate may result in significantly
higher expenses associated with labor costs, terminating employees or distributors and with closing manufacturing facilities.

There are two particular EU Directives, the Restriction on the Use of Hazardous Substances in Electrical and Electronic Equipment (“RoHS”) and the
Waste of Electrical and Electronic Equipment (“WEEE”), that may have a material impact on our business. RoHS, effective July 1, 2006, requires us to eliminate
and/or reduce the level of specified hazardous materials from our products. WEEE, which became effective in August 2005 (but postponed in most European
markets), requires us to collect and treat, dispose or recycle all products we manufacture or import into the EU at our own expense. Complying or failing to
comply with the EU directives may harm our business. For example:

+  Although contractually assured with our suppliers, we may be unable to procure appropriate RoHS compliant material in sufficient quantity and quality
and/or be able to incorporate it into our product procurement processes without compromising quality and/or harming our cost structure.

*  We may face excess and obsolete inventory risk related to non-compliant inventory that we may continue to hold in 2006 for which there is reduced
demand and we may need to write down.
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In the event that we decide to divest certain assets, we cannot assure you that we will be able to successfully do so at all, or on a timely basis or on terms
acceptable to us.

Due to the significant amount of debt we have incurred, we have decided to analyze the possibility of divesting certain assets to reduce our outstanding
debt balances and reduce our overall leverage ratio. We recently engaged investment bankers to assist us in this analysis. In the event that we decide to divest
certain assets, we may be unable to timely identify suitable divestiture opportunities and to negotiate favorable contractual terms.

We may fail to identify suitable acquisition candidates, our acquisition strategy may divert the attention of management and our acquisitions may not be
successfully integrated into our existing business.

We intend to pursue increased market penetration and expansion of our current product offerings through additional strategic acquisitions. We may fail to
identify suitable acquisition candidates, and even if we do, acquisitions may not be completed on acceptable terms or successfully integrated into our existing
business. Any acquisition we make could be of significant size and involve either domestic or international parties. The acquisition and integration of a separate
organization could divert management attention from other business activities. Such a diversion, together with other difficulties we may encounter in integrating
an acquired business, could have a material adverse effect on our business, financial condition and results of operations. In addition, we may borrow money or
issue additional stock to finance acquisitions. Such funds might not be available on terms as favorable to us as our current borrowing terms and could increase our
leveraged position.

Sales of our products are seasonal and may cause our quarterly operating results and working capital requirements to fluctuate; adverse business or
economic conditions could adversely affect our business.

Sales of our battery, electric shaving and grooming, lawn and garden and household insect control products are seasonal. A large percentage of net sales for
our battery and electric personal care products occur during the fiscal quarter ending on or about December 31, due to the impact of the December holiday season,
and a large percentage of our net sales for our lawn and garden and household insect control products occur during the spring and summer. As a result of this
seasonality, our inventory and working capital needs relating to these businesses fluctuate significantly during the year. In addition, orders from retailers are often
made late in the period preceding the applicable peak season, making forecasting of production schedules and inventory purchases difficult. Furthermore, adverse
business or economic conditions during those applicable periods could materially adversely affect our business, financial condition and results of operations.

‘We may not be able to adequately establish and protect our intellectual property rights.

To establish and protect our intellectual property rights, we rely upon a combination of patent, trademark and trade secret laws, together with licenses,
confidentiality agreements and other contractual covenants. The measures we take to protect our intellectual property rights may prove inadequate to prevent
misappropriation of our technology or other intellectual property. We may need to resort to litigation to enforce or defend our intellectual property rights. If a
competitor or collaborator files a patent application claiming technology also invented by us, or a trademark application claiming a trademark, service mark, or
trade dress also used by us, in order to protect our rights, we may have to participate in an expensive and time consuming interference proceeding before the
United States Patent and Trademark Office or any similar foreign agency. In addition, our intellectual property rights may be challenged by third parties. Even if
our intellectual property rights are not directly challenged, disputes among third parties could lead to the weakening or invalidation of our intellectual property
rights. Furthermore, competitors may independently develop technologies that are substantially equivalent or superior to our technology. Obtaining, protecting
and defending intellectual property rights can be time consuming and expensive, and may require us to incur substantial costs, including the diversion of
management and technical personnel. Moreover, the laws of certain foreign countries in which we operate or may operate in the future do not protect intellectual
property rights to the same extent as do the laws of the U.S. which may negate our competitive or technological advantages in such markets. Also, some of the
technology
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underlying our products is the subject of nonexclusive licenses from third parties. As a result, this technology could be made available to our competitors at any
time. If this technology were licensed to a competitor, it could have a material adverse effect on our business, financial condition and results of operations.

Third-party intellectual property infringement claims against us could adversely affect our business.

From time to time we have been subject to claims that we are infringing upon the intellectual property of others and it is possible that third parties will
assert infringement claims against us in the future. For example, we are involved in a number of legal proceedings with Philips with respect to trademarks owned
by Philips relating to the shape of the head portion of Philips’ three-head rotary shaver. An adverse finding against us in these or similar trademark or other
intellectual property litigations may have a material adverse effect on our business, financial condition and results of operations. Any such claims, with or without
merit, could be time consuming and expensive, and may require us to incur substantial costs, including the diversion of management and technical personnel,
cause product delays or require us to enter into licensing or other agreements in order to secure continued access to necessary or desirable intellectual property.
Our business will be harmed if we cannot obtain a necessary or desirable license, can obtain such a license only on terms we consider to be unattractive or
unacceptable or if we are unable to redesign or re-brand our products or redesign our processes to avoid actual or potential intellectual property infringement. In
addition, an unfavorable ruling in an intellectual property litigation could subject us to significant liability, as well as require us to cease developing,
manufacturing or selling the affected products or using the affected processes or trademarks. There can be no assurance that we would prevail in any intellectual
property infringement action, will be able to obtain a license to any third party intellectual property on commercially reasonable terms, successfully develop non-
infringing alternative technology, trademarks or trade dress on a timely basis or license non-infringing alternatives, if any exist, on commercially reasonable
terms. Any significant intellectual property impediment to our ability to develop and commercialize our products could have a material adverse effect on our
business, financial condition and results of operations.

Our dependence on a few suppliers located in Asia and one of our U.S. facilities for many of our electric shaving and grooming and electric personal
care products makes us vulnerable to a disruption in the supply of our products.

Substantially all of our electric shaving and grooming and electric personal care products are manufactured by suppliers located in Asia. Although we have
long-standing relationships with many of these suppliers, we do not have long-term contracts with them. Any adverse change in any of the following could have a
material adverse effect on our business, financial condition and results of operations:

+ relationships with our suppliers;

» the financial condition of our suppliers;

+ the ability to import outsourced products; or

»  our suppliers’ ability to manufacture and deliver outsourced products on a timely basis.

If our relationship with one of our key suppliers is adversely affected, we may not be able to quickly or effectively replace such supplier and may not be
able to retrieve tooling and molds possessed by such supplier.

In addition, we manufacture the majority of our foil cutting systems for our shaving product lines, using specially designed machines and proprietary
cutting technology, at one of our facilities. Damage to this facility, or prolonged interruption in the operations of this facility for repairs or other reasons, would
have a material adverse effect on our ability to manufacture and sell our shaving products.

Adverse weather conditions during our peak selling season for our lawn and garden and household insecticide and repellent products could have a
material adverse effect on our business, financial condition and results of operations.

Weather conditions in North America have a significant impact on the timing of sales of certain of our lawn and garden and household insecticide and
repellent products. Periods of dry, hot weather can decrease insecticide
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sales, while periods of cold and wet weather can slow sales of herbicides and fertilizers. In addition, an abnormally cold spring throughout North America could
adversely affect both fertilizer and insecticide sales and therefore have a material adverse effect on our business, financial condition and results of operations.

We depend on key personnel and may not be able to retain those employees or recruit additional qualified personnel.

We are highly dependent on the continuing efforts of our current executive officers and we will likely depend on the senior management of any business we
acquire in the future. Our business, financial condition and results of operations could be materially adversely affected by the loss of any of these persons or if we
are unable to attract and retain qualified replacements.

Class action lawsuits and other investigations, regardless of their merits, could have an adverse effect on our business, financial condition and results of
operations.

Spectrum and certain of its officers and directors have been named in the past, are currently named and may be named in the future, as defendants of class
action lawsuits. Spectrum has received requests for information from the SEC. Regardless of their subject matter or the merits, class action lawsuits and other
investigations may result in significant cost to us, which may not be covered by insurance, may divert the attention of management or otherwise have an adverse
effect on our business, financial condition and results of operations.

We may be exposed to significant product liability claims which our insurance may not cover and which could harm our reputation.

In the ordinary course of our business, we may be named defendants in lawsuits involving product liability claims. In some of these proceedings, plaintiffs
may seek to recover large and sometimes unspecified amounts of damages and the matters may remain unresolved for several years. These matters could have a
material adverse effect on our business, results of operations and financial condition if we are unable to successfully defend against or settle these matters or if our
insurance coverage is insufficient to satisfy any judgments against us or settlements relating to these matters. Although we have product liability insurance
coverage and an excess umbrella policy, we cannot assure you that our insurance policies will provide coverage for any claim against us or will be sufficient to
cover all possible liabilities. Moreover, any adverse publicity arising from claims made against us, even if the claims were not successful, could adversely affect
the reputation and sales of our products.

‘We may incur material capital and other costs due to environmental liabilities.

Because of the nature of our operations, our facilities are subject to a broad range of federal, state, local and foreign laws and regulations relating to the
environment. These include laws and regulations that govern:

+ discharges to the air, water and land;

* the handling and disposal of solid and hazardous substances and wastes; and

* remediation of contamination associated with release of hazardous substances at our facilities and at off-site disposal locations.

Risk of environmental liability is inherent in our business. As a result, material environmental costs may arise in the future. In particular, we may incur
capital and other costs to comply with increasingly stringent environmental laws and enforcement policies, such as the EU Directives, RoHS and WEEE,

discussed above. Although we believe that we are substantially in compliance with applicable environmental regulations at our facilities, we may not be in
compliance with such regulations in the future, which could have a material adverse effect upon our business, financial condition and results of operations.

From time to time, we have been required to address the effect of historic activities on the environmental condition of our properties. We have not
conducted invasive testing at all our facilities to identify all potential
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environmental liability risks. Given the age of our facilities and the nature of our operations, there can be no assurance that material liabilities will not arise in the
future in connection with our current or former facilities. If previously unknown contamination of property underlying or in the vicinity of our manufacturing
facilities is discovered, we could be required to incur material unforeseen expenses. If this occurs, it may have a material adverse effect on our business, financial
condition and results of operations. We are currently engaged in investigative or remedial projects at a few of our facilities. There can be no assurance that our
liabilities in respect of investigative or remedial projects at our facilities will not be material.

We are also subject to proceedings related to our disposal of industrial and hazardous material at off-site disposal locations or similar disposals made by
other parties for which we are responsible as a result of our relationship with such other parties. These proceedings are under CERCLA or similar state laws that
hold persons who “arranged for” the disposal or treatment of such substances strictly liable for costs incurred in responding to the release or threatened release of
hazardous substances from such sites, regardless of fault or the lawfulness of the original disposal. Liability under CERCLA is typically joint and several,
meaning that a liable party may be responsible for all of the costs incurred in investigating and remediating contamination at a site. As a practical matter, liability
at CERCLA sites is shared by all of the viable responsible parties. We occasionally are identified by federal or state governmental agencies as being a potentially
responsible party for response actions contemplated at an off-site facility. At the existing sites where we have been notified of our status as a potentially
responsible party, we do not believe that our liability, if any, will be material. We may be named as a potentially responsible party under CERCLA or similar state
matters in the future for other sites not currently known to us, and the costs and liabilities associated with these sites may be material.

Compliance with various public health, consumer protection and other regulations applicable to our products and facilities could increase our cost of
doing business and expose us to additional requirements with which we may be unable to comply.

Certain of our products and facilities are regulated by the EPA, the FDA or other federal consumer protection and product safety regulations, as well as
similar registration, approval and other requirements under state and foreign laws and regulations. For example, in the United States, all products containing
pesticides must be registered with the EPA and, in many cases, similar state and foreign agencies before they can be manufactured or sold. The inability to obtain
or the cancellation of any registration could have an adverse effect on our business, financial condition and results of operations. The severity of the effect would
depend on which products were involved, whether another product could be substituted and whether our competitors were similarly affected. We attempt to
anticipate regulatory developments and maintain registrations of, and access to, substitute chemicals and other ingredients. We may not always be able to avoid or
minimize these risks.

The Food Quality Protection Act established a standard for food-use pesticides, which is that a reasonable certainty of no harm will result from the
cumulative effect of pesticide exposures. Under this Act, the EPA is evaluating the cumulative effects from dietary and non-dietary exposures to pesticides. The
pesticides in certain of our products continue to be evaluated by the EPA as part of this exposure. It is possible that the EPA or a third party active ingredient
registrant may decide that a pesticide we use in our products will be limited or made unavailable to us. For example, in 2000, Dow AgroSciences L.L.C., an
active ingredient registrant, voluntarily agreed to a withdrawal of virtually all residential uses of chlorpyrifos, an active ingredient that, until January 2001, United
used in its lawn and garden products under the name Dursban™. This had a material adverse effect on United’s operations resulting in a charge of $8.0 million in
2001. We cannot predict the outcome or the severity of the effect of the EPA’s continuing evaluations of active ingredients used in our products.

In addition, the use of certain pesticide and fertilizer products may be regulated by various local, state, federal and foreign environmental and public health
agencies. These regulations may require that only certified or professional users apply the product or that certain products be used only on certain types of
locations (such as “not for use on sod farms or golf courses”), or that users post notices on properties to which products have been or will be applied, notification
to individuals in the vicinity that products will be applied in the future, may
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provide that the product cannot be applied for aesthetic purposes, or may ban the use of certain ingredients. Compliance with public health regulations could
increase our cost of doing business and expose us to additional requirements with which we may be unable to comply.

Public perceptions that some of the products we produce and market are not safe could adversely affect us.

We manufacture and market a number of complex chemical products bearing our brands relating to our lawn and garden and household insecticide and
repellent products, such as fertilizers, growing media, herbicides and pesticides. On occasion, customers and some current or former employees have alleged that
some products failed to perform up to expectations or have caused damage or injury to individuals or property. Public perception that our products are not safe,
whether justified or not, could impair our reputation, damage our brand names and have a material adverse effect on our business, financial condition and results
of operations.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures. Our management, with the participation of our principal executive officer and principal financial
officer, has evaluated the effectiveness of our disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Securities
Exchange Act of 1934, as amended (the “Exchange Act”)) pursuant to Rule 13a-15(b) under the Exchange Act as of the end of the period covered by this
Quarterly Report on Form 10-Q. Based on this evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that, as of such date, our
disclosure controls and procedures are effective to provide reasonable assurance that information required to be disclosed by us in reports that we file or submit
under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in applicable SEC rules and forms, and is accumulated
and communicated to the Company’s management, including the Company’s Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely
decisions regarding required disclosure.

Changes in Internal Control Over Financial Reporting. There was no change in our internal control over financial reporting (as defined in Rules 13a-15(f)
and 15d-15(f) under the Exchange Act) that occurred during the period covered by this Quarterly Report on Form 10-Q that has materially affected, or is
reasonably likely to materially affect, our internal control over financial reporting.

Limitations on the Effectiveness of Controls. The Company’s management, including our Chief Executive Officer and Chief Financial Officer, does not
expect that the Company’s disclosure controls and procedures or the Company’s internal controls over financial reporting will prevent all errors and all fraud. A
control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met.
Further, the design of a control system must reflect the fact that there are resource constraints, and the benefits of controls must be considered relative to their
costs. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues and instances of
fraud, if any, within the Company have been detected.

Part II. Other Information
Item 1. Legal Proceedings

There have been no material developments in the status of our legal proceedings since the filing of our Annual Report on Form 10-K for the fiscal year
ended September 30, 2005, other than as set forth below.

In November 2005, the Company received a request for information from the U.S. Attorney’s Office for the Northern District of Georgia. On December 12,
2005, the Company received a request for the same information from the Atlanta District Office of the SEC. The U.S. Attorney’s Office and the SEC were
investigating the Company’s July 28, 2005 disclosure regarding its results for the third quarter ended July 3, 2005 and the
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Company’s revised guidance issued September 7, 2005 as to earnings for the fourth quarter of fiscal year 2005 and fiscal year 2006. The U.S. Attorney’s Office
and the SEC were also investigating the extent to which the Company’s senior management sold shares in the thirty-day period preceding the July 28, 2005 and
September 7, 2005 disclosures. On July 27, 2006, the Company was informed by the U.S. Attorney’s Office for the Northern District of Georgia that the U.S.
Attorney’s Office has terminated its investigation of the aforementioned matters. Spectrum Brands continues to cooperate with the Atlanta District Office of the
SEC’s investigation into such matters. The Company is unable to predict the outcome of the SEC’s investigation or the timing of its resolution at this time.

On September 26, 2005, the Company, along with Chairman and Chief Executive Officer David A. Jones, and Executive Vice President and Chief
Financial Officer Randall J. Steward, were named as defendants in a purported class action lawsuit captioned Jain v. Spectrum Brands Inc., David A. Jones and
Randall J. Steward, Civil Action No. 05-2494-WSD, filed in the U.S. District Court for the Northern District of Georgia. The complaint alleges violations of
Sections 10(b) and 20(a) of the Securities Exchange Act of 1934, as amended, and Rule 10b-5 promulgated thereunder. The action is purportedly brought on
behalf of all purchasers of our publicly-traded securities between January 4, 2005 and September 6, 2005. The plaintiff generally alleges that the Company and
the individually named defendants made materially false and misleading public statements concerning the Company’s operational and financial condition, thereby
allegedly causing plaintiff to purchase Company securities at artificially inflated prices. The plaintiff seeks unspecified damages, as well as interest, costs and
attorneys’ fees. Substantially similar actions, captioned Dague v. Spectrum Brands Inc., David A. Jones and Randall J. Steward, Civil Action No. 05-0580-C
(filed October 3, 2005 in the U.S. District Court for the Western District of Wisconsin) (the “Wisconsin Action”) and Davies v. Spectrum Brands Inc., David A.
Jones and Randall J. Steward, Civil Action No. 05-2814 (filed October 31, 2005 in the U.S. District Court for the Northern District of Georgia) were filed by
other purported class representatives. In addition, a further action captioned Hunkapiller v. Spectrum Brands Inc., David A. Jones and Randall J. Steward, Civil
Action No. 05-2911-WSD was filed November 14, 2005 in the U.S. District Court for the Northern District of Georgia and purportedly brought on behalf of all
purchasers of our publicly-traded securities between January 4, 2005 and November 11, 2005. By Order dated November 18, 2005, all cases pending in the U.S.
District Court for the Northern District of Georgia were consolidated (the “Georgia Action”), and the Court entered a scheduling order providing for the filing of a
consolidated amended complaint and briefing schedule for defendants’ motion to dismiss. On December 22, 2005, plaintiff in the Wisconsin Action dismissed the
complaint.

On November 28, 2005, a motion was filed in the Georgia Action to appoint lead plaintiffs and approve selection of co-lead counsel. On December 30,
2005, the Court entered an Order granting plaintiffs’ motion. Pursuant to the scheduling order entered on November 18, 2005, on February 2, 2006, lead plaintiffs
filed a consolidated amended complaint. On March 6, 2006, defendants filed a motion to dismiss the consolidated amended complaint. Briefing of defendants’
motion to dismiss was completed on April 28, 2006. On August 3, 2006, defendants filed a motion seeking leave to submit a supplemental brief informing the
Court of the termination of the investigation by the U.S. Attorney’s Office of the Northern District of Georgia. Oral argument on defendants’ motion to dismiss
has not yet been set. The Company believes that these actions are without merit and is contesting them vigorously.

Item 2. Issuer Purchases of Equity Securities

Total Number of Maximum Number
Total Shares Purchased as of Shares that may
Number of Average Part of Publicly Yet Be Purchased
Shares Price Paid Announced Plans Under the Plans
Period Purchased”) Per Share® or Programs or Programs
Three Months Ended July 2, 2006
4/3/06 — 4/30/06 321 $ 21.39 — —

5/1/06 — 5/31/06 — — — —
6/1/06 — 7/2/06 — — — _
Total 321 $ 21.39 — —
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(1)  During the three months ended July 2, 2006, the Company credited certain employees with amounts equal to the value of shares of capital stock that were
owned and forfeited by such employees to satisfy tax withholding obligations on the vesting of restricted shares. Share numbers represent shares owned and
forfeited by employees to satisfy tax withholding requirements on the vesting of restricted shares. Credits for these shares were based on the closing price
of the Company’s shares on the date of vesting. None of these transactions was made pursuant to a publicly announced repurchase plan or program.

(2)  Average price paid per share of shares owned and forfeited by employees to satisfy tax withholding requirements on the vesting of restricted shares is
calculated based on the amount credited to employees and used to satisfy tax withholding obligations.

Item 4. Submission of Matters to a Vote of Security Holders

Our Annual Meeting of Shareholders was held on April 26, 2006. The directors standing for election were elected in an uncontested election. The directors
elected were Kent J. Hussey, William P. Carmichael, John D. Bowlin and John S. Lupo. Mr. Hussey received 40,192,857 votes in favor of his election and
703,510 votes were withheld. Mr. Carmichael received 40,444,428 votes in favor of his election and 451,939 votes were withheld. Mr. Bowlin received
40,494,964 votes in favor of his election and 401,403 votes were withheld. Mr. Lupo received 40,497,901 votes in favor of his election and 398,466 votes were
withheld. The terms of office as directors of the following directors continued after the meeting: David A. Jones, Barbara S. Thomas, Thomas R. Shepherd,
Charles A. Brizius and Scott A. Schoen. In addition to the election of directors, we submitted to a vote of the shareholders the ratification of the appointment of
KPMG LLP as our independent registered public accounting firm for fiscal 2006. The vote in favor of ratification of KPMG LLP as our independent registered
public accounting firm for fiscal 2006 was 40,659,093 in favor, 222,250 against and 15,024 abstained.

Item 6. Exhibits
Please refer to the Exhibit Index.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

Date: August 11, 2006 SPECTRUM BRANDS, INC.

By: /S/  RANDALL J. STEWARD

Randall J. Steward
Executive Vice President and Chief Financial Officer
(Principal Financial Officer)
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Exhibit 2.5

Exhibit 3.1

Exhibit 3.2

Exhibit 4.1

Exhibit 4.2

Exhibit 4.3

EXHIBIT INDEX

Purchase Agreement, dated February 21, 2004, by and among Rayovac Corporation, ROV Holding, Inc., VARTA AG, Interelectrica
Adminstracdo e Participac¢oes Ltda., and Tabriza Brasil Empreendimentos Ltda. (filed by incorporation by reference to Exhibit 2.1 to the
Current Report on Form 8-K filed with the SEC on June 14, 2004).

Agreement and Plan of Merger, dated January 3, 2005, by and among Rayovac Corporation, Lindbergh Corporation and United Industries
Corporation (filed by incorporation by reference to Exhibit 2.1 to the Current Report on Form 8-K filed with the SEC on January 4, 2005).

Share Purchase Agreement dated as of March 14, 2005 by and among Rayovac Corporation, Triton Managers Limited, acting in its own
name but for the account of those Persons set forth on Annex I to the Share Purchase Agreement, BGLD Managers Limited, acting in its
own name but for the account of BGLD Co-Invest Limited Partnership, AXA Private Equity Fund II-A, a Fonds Commun de Placement a
Risques, represented by its management company AXA Investment Managers Private Equity Europe S.A., AXA Private Equity Fund II-B,
a Fonds Commun de Placement a Risques, represented by its management company AXA Investment Managers Private Equity Europe
S.A., Harald Quandt Holding GmbH, and Tetra Managers Beteiligungsgesellschaft mbH, being all of the shareholders of Tetra Holding
GmbH, and Triton Managers Limited, as Sellers’ Representative (filed by incorporation by reference to Exhibit 2.1 to the Current Report
on Form 8-K filed with the SEC on March 18, 2005).

Share Purchase Agreement, dated November 22, 2005, by and among Agrium Inc., United Industries Corporation, and Nu-Gro Holding
Company L.P. (filed by incorporation by reference to the Current Report on Form 8-K filed with the SEC on November 29, 2005).

Amendment No. 1, dated December 19, 2005, to the Share Purchase Agreement, dated November 22, 2005, by and among Agrium Inc.,
United Industries Corporation, and Nu-Gro Holding Company L.P. (filed by incorporation by reference to the Current Report on Form 8-K
filed with the SEC on January 30, 2006).

Amended and Restated Articles of Incorporation of Spectrum Brands, Inc., as amended on May 2, 2005 (filed by incorporation by
reference to Exhibit 3.1 to the Quarterly Report on Form 10-Q for the quarterly period ended April 3, 2005, filed with the SEC on May 13,
2005).

Amended and Restated By-laws of Spectrum Brands, Inc. (filed by incorporation by reference to Exhibit 3.2 to the Quarterly Report on
Form 10-Q for the quarterly period ended April 3, 2005, filed with the SEC on May 13, 2005).

Indenture dated as of February 7, 2005 by and among Rayovac Corporation, certain of Rayovac Corporation’s domestic subsidiaries and
U.S. Bank National Association (filed by incorporation by reference to Exhibit 4.1 to the Current Report on Form 8-K filed with the SEC
on February 11, 2005).

Supplemental Indenture dated as of May 3, 2005 to the Indenture dated as of February 7, 2005 by and among Spectrum Brands, Inc.,
certain of Spectrum Brands, Inc.’s domestic subsidiaries and U.S. Bank National Association (filed by incorporation by reference to
Exhibit 4.2 to the Current Report on Form 8-K filed with the SEC on May 5, 2005).

Indenture, dated September 30, 2003, by and among Rayovac Corporation, ROV Holding, Inc., Rovcal, Inc., Vestar Shaver Corp., Vestar
Razor Corp., Remington Products Company, L.L.C., Remington Capital Corporation, Remington Rand Corporation, Remington
Corporation, L.L..C. and U.S. Bank National Association (filed by incorporation by reference to Exhibit 4.2 to the Current Report on Form
8-K filed with the SEC on October 15, 2003).
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Exhibit 4.6

Exhibit 4.7

Exhibit 10.1

Exhibit 10.2

Exhibit 10.3

Exhibit 10.4

Exhibit 10.5

Exhibit 10.6

Exhibit 10.7

Supplemental Indenture, dated October 24, 2003, by and among Rayovac Corporation, ROV Holding, Inc., Rovcal, Inc., Remington
Products Company, L.L.C. and U.S. Bank National Association (filed by incorporation by reference to Exhibit 4.3 to the Registration
Statement on Form S-4 filed with the SEC on November 6, 2003).

Third Supplemental Indenture dated as of February 7, 2005 to the Indenture dated as of September 30, 2003 by and among Rayovac
Corporation, certain of Rayovac Corporation’s domestic subsidiaries and U.S. Bank National Association (filed by incorporation by
reference to Exhibit 4.2 to the Current Report on Form 8-K filed with the SEC on February 11, 2005).

Fourth Supplemental Indenture dated as of May 3, 2005 to the Indenture dated as of September 30, 2003 by and among Spectrum Brands,
Inc., certain of Spectrum Brands, Inc.’s domestic subsidiaries and U.S. Bank National Association (filed by incorporation by reference to
Exhibit 4.1 to the Current Report on Form 8-K filed with the SEC on May 5, 2005).

Registration Rights Agreement dated as of February 7, 2005 by and between Rayovac Corporation, certain of Rayovac’s domestic
subsidiaries, Banc of America Securities LLC, Citigroup Global Markets Inc., Merrill Lynch, Pierce, Fenner & Smith Incorporated and
ABN AMRO Incorporated (filed by incorporation by reference to Exhibit 4.3 to the Current Report on Form 8-K filed with the SEC on
February 11, 2005).

Amended and Restated Employment Agreement, dated as of October 1, 2005, between the Company and David A. Jones (incorporated
by reference to Exhibit 10.1 to the Current Report on Form 8-K filed with the SEC on October 5, 2005).

Amended and Restated Employment Agreement, dated as of April 1, 2005, by and between Rayovac Corporation and Kent J. Hussey
(filed by incorporation by reference to Exhibit 10.1 to the Current Report on Form 8-K filed with the SEC on April 7, 2005).

Amended and Restated Employment Agreement, dated as of April 1, 2005, by and between the Company and Kenneth V. Biller (filed by
incorporation by reference to Exhibit 10.2 to the Current Report on Form 8-K filed with the SEC on April 7, 2005).

Amended and Restated Registered Director’s Agreement, dated June 30, 2005, by and between Spectrum Brands Europe GmbH and
Remy Burel (incorporated by reference to Exhibit 10.3 to the Current Report on Form 8-K filed with the SEC on April 7, 2005).

Amended and Restated Employment Agreement, dated as of April 1, 2005, by and between the Company and Randall J. Steward (filed
by incorporation by reference to Exhibit 10.5 to the Annual Report on Form 10-K for the year ended September 30, 2005, filed with the
SEC on December 14, 2005).

Amended and Restated Employment Agreement dated as of the 22nd day of December, 2005, by and between the Company and David R
Lumley (filed by incorporation by reference to Exhibit 10.1 to the Current Report on Form 8-K filed with the SEC on January 17, 2006).

Fourth Amended and Restated Credit Agreement dated February 7, 2005 between Rayovac Corporation, the Subsidiary Borrowers named
therein, Bank of America, N.A., Citicorp North America, Inc., Merrill Lynch Capital Corporation, the other lenders party thereto, Banc of
America Securities LLC, Citigroup Global Markets Inc., and Merrill Lynch, Pierce, Fenner & Smith (filed by incorporation by reference
to Exhibit 10.1 to the Current Report on Form 8-K filed with the SEC on February 11, 2005).
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Exhibit 10.9

Exhibit 10.10

Exhibit 10.11

Exhibit 10.12

Exhibit 10.13

Exhibit 10.14

Exhibit 10.15

Exhibit 10.16

Exhibit 10.17

Amendment No. 1, dated April 29, 2005, to the Fourth Amended and Restated Credit Agreement dated as of February 7, 2005, among
Rayovac Corporation, Varta Consumer Batteries GmbH & Co. KGaA, Rayovac Europe Limited, each lender from time to time party
thereto, Citicorp North America, Inc., Merrill Lynch Capital Corporation, LaSalle Bank National Association and Bank of America,
N.A. (filed by incorporation by reference to Exhibit 10.1 to the Current Report on Form 8-K filed with the SEC on May 5, 2005).

Amendment No. 2, dated December 12, 2005, to the Fourth Amended and Restated Credit Agreement dated as of February 7, 2005,
among Rayovac Corporation, Varta Consumer Batteries GmbH & Co. KGaA, Rayovac Europe Limited, each lender from time to time
party thereto, Citicorp North America, Inc., Merrill Lynch Capital Corporation, LaSalle Bank National Association and Bank of
America, N.A. (filed by incorporation by reference to Exhibit 10.1 to the Current Report on Form 8-K filed with the SEC on
December 13, 2005).

Amendment No. 3, dated May 9, 2006, to the Fourth Amended and Restated Credit Agreement dated as of February 7, 2005, among
Rayovac Corporation, Varta Consumer Batteries GmbH & Co. KGaA, Rayovac Europe Limited, each lender from time to time party
thereto, Citicorp North America, Inc., Merrill Lynch Capital Corporation, LaSalle Bank National Association and Bank of America,

N.A. (filed by incorporation by reference to Exhibit 10.1 to the Current Report on Form 8-K filed with the SEC on May 10, 2006).

Security Agreement, dated February 7, 2005, between the Grantors referred to therein and Bank Of America, N.A. (filed by
incorporation by reference to Exhibit 10.2 to the Current Report on Form 8-K filed with the SEC on February 11, 2005).

ROV Guarantee, dated as of February 7, 2005 from the ROV Guarantors named therein and the Additional ROV Guarantors named
therein in favor of the Secured Parties referred to in the Credit Agreement referred to therein (filed by incorporation by reference to
Exhibit 10.3 to the Current Report on Form 8-K filed with the SEC on February 11, 2005).

KGaA Guarantee dated as of February 7, 2005 from the KGaA Guarantors named therein and the Additional KGaA Guarantors referred
to therein in favor of the Lenders referred to in the Credit Agreement referred to therein (filed by incorporation by reference to Exhibit
10.4 to the Current Report on Form 8-K filed with the SEC on February 11, 2005).

UK Guarantee dated as of February 7, 2005 from the UK Guarantors named therein and the Additional UK Guarantors referred to
therein in favor of the Lenders referred to in the Credit Agreement referred to therein (filed by incorporation by reference to Exhibit
10.5 to the Current Report on Form 8-K filed with the SEC on February 11, 2005).

Registration Rights Agreement, dated February 7, 2005, by and among Rayovac Corporation and those Persons listed on Schedule 1
attached thereto, who were, immediately prior to the Effective Time, stockholders of United Industries Corporation (filed by
incorporation by reference to Exhibit 10.6 to the Current Report on Form 8-K filed with the SEC on February 11, 2005).

Standstill Agreement by and between Rayovac Corporation, Thomas H. Lee Equity Fund IV, L.P., THL Equity Advisors IV, LLC,
Thomas H. Lee Partners, L.P., and Thomas H. Lee Advisors, L.L.C. (filed by incorporation by reference to Exhibit 10.7 to the Current
Report on Form 8-K filed with the SEC on February 11, 2005).

Technical Collaboration, Sale and Supply Agreement, dated as of March 5, 1998, by and among Rayovac Corporation, Matsushita
Battery Industrial Co., Ltd. and Matsushita Electric Industrial Co., Ltd. (filed by incorporation by reference to Exhibit 10.15 to the
Quarterly Report on Form 10-Q for the quarterly period ended March 28, filed with the SEC on May 5, 1998).
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* Filed herewith

Rayovac Corporation 1996 Stock Option Plan (filed by incorporation by reference to Exhibit 10.11 to the Quarterly Report on Form 10-
Q for the quarterly period ended June 29, 1997, filed with the SEC on August 13, 1997).

1997 Rayovac Incentive Plan (filed by incorporation by reference to Exhibit 10.13 to the Registration Statement on Form S-1 filed with
the SEC on October 31, 1997).

2004 Rayovac Incentive Plan (filed by incorporation by reference to Exhibit 10.24 to the Quarterly Report on Form 10-Q for the
quarterly period ended June 27, 2004, filed with the SEC on August 11, 2004).

Form of Award Agreements under 2004 Rayovac Incentive Plan (filed by incorporation by reference to Exhibit 10.21 to the Annual
Report on Form 10-K for the year ended September 30, 2004, filed with the SEC on December 14, 2004).

Form of Restricted Stock Award Agreement under the 2004 Rayovac Incentive Plan (filed by incorporation by reference to Exhibit 10.4
to the Current Report on Form 8-K filed with the SEC on April 7, 2005).

Form of Superior Achievement Program Restricted Stock Award Agreement under the 2004 Rayovac Incentive Plan (filed by
incorporation by reference to Exhibit 10.5 to the Current Report on Form 8-K filed with the SEC on April 7, 2005).

Rayovac Corporation Supplemental Executive Retirement Plan (filed by incorporation by reference to Exhibit 10.21 to the Quarterly
Report on Form 10-Q for the quarterly period ended December 29, 2002, filed with the SEC on February 12, 2003).

Amendment No. 3 to Rayovac Corporation Supplemental Executive Retirement Plan (filed by incorporation by reference to Exhibit
10.28 to the Quarterly Report on Form 10-Q for the quarterly period ended June 27, 2004, filed with the SEC on August 11, 2004).

Rayovac Corporation Deferred Compensation Plan, as amended (filed by incorporation by reference to Exhibit 10.22 to the Quarterly
Report on Form 10-Q for the quarterly period ended December 29, 2002, filed with the SEC on February 12, 2003).

Amendment No. 3 and Amendment No. 4 to Rayovac Corporation Deferred Compensation Plan (filed by incorporation by reference to
Exhibit 10.25 to the Annual Report on Form 10-K for the year ended September 30, 2004, filed with the SEC on December 14, 2004).

Certification of Chief Executive Officer required by Rule 13a-14(a) or Rule 15d-14(a) of the Securities and Exchange Act of 1934, as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.*

Certification of Chief Financial Officer required by Rule 13a-14(a) or Rule 15d-14(a) of the Securities and Exchange Act of 1934, as
adopted pursuant to Section 302 the Sarbanes-Oxley Act of 2002.*

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.*

Certification of the Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.*
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Exhibit 31.1
CERTIFICATIONS

I, David A. Jones, Chief Executive Officer, certify that:

1. T have reviewed this quarterly report on Form 10-Q of Spectrum Brands, Inc. (the “registrant™);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control

over financial reporting.

Date: August 11, 2006

/S/ DAVID A. JONES

David A. Jones
Chief Executive Officer




Exhibit 31.2
CERTIFICATIONS

I, Randall J. Steward, Chief Financial Officer, certify that:

1. T have reviewed this quarterly report on Form 10-Q of Spectrum Brands, Inc. (the “registrant™);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control

over financial reporting.

Date: August 11, 2006

/S/" RANDALL J. STEWARD

Randall J. Steward
Chief Financial Officer




Exhibit 32.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Spectrum Brands, Inc. (the “Company”) for the Quarterly Period ended July 2, 2006 as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), I, David A. Jones, as Chief Executive Officer of the Company, hereby certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/S/" DAVID A. JONES

Name: David A. Jones
Title: Chief Executive Officer
Date: August 11, 2006

This certification accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not be deemed filed by the Company for
purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to liability under that section. This certification shall not be
deemed incorporated by reference in any filing under the Securities Act or Exchange Act, except to the extent that the Company specifically incorporates it by
reference.

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature
that appears in typed form within the electronic version of this written statement required by Section 906, has been provided to the Company and will be retained
by the Company and furnished to the Securities and Exchange Commission or its staff upon request.



Exhibit 32.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Spectrum Brands, Inc. (the “Company”) for the Quarterly Period ended July 2, 2006 as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), I, Randall J. Steward, as Chief Financial Officer of the Company, hereby certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/S/" RANDALL J. STEWARD

Name: Randall J. Steward
Title: Chief Financial Officer
Date: August 11, 2006

This certification accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not be deemed filed by the Company for
purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to liability under that section. This certification shall not be
deemed incorporated by reference in any filing under the Securities Act or Exchange Act, except to the extent that the Company specifically incorporates it by
reference.

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature
that appears in typed form within the electronic version of this written statement required by Section 906, has been provided to the Company and will be retained
by the Company and furnished to the Securities and Exchange Commission or its staff upon request.



