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ITEM 1. BUSINESS
General

Rayovac Corporation is a global branded consumer products company with leading market positions in our two major product categories:
consumer batteries and electric personal care products. We are a leading worldwide manufacturer and marketer of alkaline and zinc carbon
batteries. We are also the leading worldwide manufacturer and marketer of hearing aid batteries, a leading worldwide designer and marketer of
rechargeable batteries and a leading marketer of battery-powered lighting products. We are also a leading designer and marketer of electric
shavers and accessories, electric grooming products and hair care appliances. Our products are sold on a global basis in over 100 countries
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through a variety of channels, including mass merchandisers, home centers and hardware stores, consumer electronics stores, warehouse clubs,
food, drug and convenience stores, department stores, hearing aid professionals, industrial distributors and original equipment manufacturers.
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. We became a Wisconsin corporation in 1986. We have 10 manufacturing and product development facilities located in the
U.S., Europe and Latin America. We also purchase a significant portion of our products from third-party suppliers.

During fiscal 2003, we completed two major acquisitions: (1) the acquisition of substantially all of the consumer battery business of
VARTA AG on October 1, 2002; and (2) the acquisition of Remington Products Company, L.L.C., on September 30, 2003. With the acquisition
of VARTA in the fall of 2002, we became a truly global battery manufacturer and marketer and acquired additional low-cost manufacturing
capacity and battery technology. By expanding our product line with the acquisition of Remington, we have become a diversified consumer
products company no longer solely focused on the battery and lighting product markets. The results of the Remington business are excluded
from our Consolidated Statement of Operations in this Annual Report on Form 10-K for fiscal year 2003 because Remington was acquired on
the last day of the fiscal year.

Our business is organized and managed according to three geographic regions: (i) North America, which includes the U.S. and Canada,
(i1) Latin America, which includes Mexico, Central America and South America and (iii) Europe/Rest of World (which we refer to as
Europe/ROW), which includes continental Europe, the United Kingdom and all other countries in which we do business. Global and geographic
strategic initiatives and financial objectives are determined at the corporate level. Each geographic region is responsible for implementing
defined strategic initiatives and achieving certain financial objectives. Each geographic region has a general manager responsible for all the sales
and marketing initiatives for all product lines within that region. Financial information pertaining to our geographic regions is contained in
Note 12 of the Notes to Consolidated Financial Statements filed with this report.

Our Products

We compete in two major product categories within the consumer products industry: consumer batteries and electric personal care products.
Our broad line of products includes:

general batteries, including alkaline and zinc carbon;
rechargeable batteries and chargers;

hearing aid batteries;

other specialty batteries;

lighting products;

electric shaver and grooming products; and

other personal care products.

Net sales data for our products as a percentage of consolidated net sales is set forth below. During fiscal 2003, we had no sales in the
electric personal care product lines because the Remington acquisition was consummated on the last day of the fiscal year. In addition, the fiscal
2001 and 2002 net sales data appearing below excludes VARTA's information for such periods because VARTA was acquired on October 1,
2002, during fiscal 2003.

Percentage of Company
Net Sales
Fiscal Year Ended
September 30,
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2001 2002 2003

General batteries 72% 68% 65%
Rechargeable batteries and chargers 5 6 8
Hearing aid batteries 10 12 9
Other specialty batteries 3 3 8
Lighting products 10 11 10

100% 100%  100%

General Batteries

Our general batteries category includes alkaline and zinc carbon. We sell a full line of alkaline batteries (AA, AAA, C, D and 9-volt sizes)
for both consumers and industrial customers. Our alkaline batteries are marketed and sold under the Rayovac Maximum Plus brand and the
VARTA Universal, High Energy and MaxiTech brands. We also engage in limited private label manufacturing of alkaline batteries. Our zinc
carbon batteries are designed for low- and medium-drain battery-powered devices such as flashlights.

Rechargeable Batteries and Chargers

We sell our rechargeable batteries and chargers under the Rayovac and VARTA brands. We sell NiIMH and rechargeable alkaline batteries
and a variety of chargers. In August 2003, we started shipping our new 15-minute I-C?> NiMH rechargeable system.

Hearing Aid Batteries

We are currently the largest worldwide seller of hearing aid batteries. We sell our hearing aid batteries through retail trade channels and
directly to professional audiologists under several brand names and under several private labels, including Beltone, Miracle Ear, Siemens and
Starkey.

Other Specialty Batteries

Our specialty battery products include photo batteries, lithium batteries, silver oxide batteries and keyless entry batteries. We sell coin cells
for use in watches, cameras, calculators, communications equipment and medical instrumentation. Our lithium coin cells are high-quality lithium
batteries marketed for use in instrumentation, calculators and personal computer clocks and memory back-up systems.

Lighting Products

We sell our lighting products under the Rayovac and VARTA brand names, under other brand names and under licensing arrangements
with third parties. We offer a broad line of battery-powered lighting products, including flashlights, lanterns and similar portable devices, for the
retail and industrial markets.

Electric Shaver and Grooming Products

We market a broad line of shaver and grooming products, including men's rotary and foil shavers and women's shavers, beard and mustache
trimmers, nose and ear trimmers, haircut kits and related accessories. We market electric shaver accessories consisting of shaver replacement
parts (primarily foils and cutters), preshave products and cleaning agents. Remington is also the only brand of men's electric shavers to offer
both a foil-design product line and a rotary-design product line.

Other Personal Care Products

Our hair care products consist of hair dryers, hairsetters, curling irons, hair crimpers and straighteners, hot air brushes and lighted mirrors.
Our wellness products consist primarily of paraffin wax hand spas and foot spas. We plan to continue Remington's strategy of de-emphasizing
wellness products.
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Sales and Distribution

We sell our products to mass merchandisers, home centers and hardware stores, consumer electronics stores, warehouse clubs, food, drug
and convenience stores, department stores, hearing aid professionals, industrial distributors and original equipment manufacturers. Our sales to
Wal-Mart represented approximately 13% of consolidated net sales for fiscal 2003 and no other customer accounted for more than 10% of our
consolidated net sales in fiscal 2003. Sales to Wal-Mart represented approximately 30% of Remington's consolidated net sales during its fiscal
year ended December 31, 2002. Other major customers include Target, Sears, Carrefour, Ahold and Kmart. We sell Remington-branded
products and accessories, and provide related product service, at approximately 80 service stores located in the U.S. and in the U.K.

North America

We align our internal sales force by distribution channel. We maintain separate sales forces primarily to service (i) our retail sales and
distribution channels, (ii) our hearing aid professionals and (iii) our industrial distributors and original equipment manufacturer sales and
distribution channels. In addition, we use a network of independent brokers to service participants in selected distribution channels.

Latin America

We align our internal sales force by distribution channel. We maintain two separate sales groups primarily to service (i) large retailers and
food and drug chains located mainly in urban areas and (ii) other retailers located in both urban and rural areas through distributors and
wholesalers.

Europe/ROW

We maintain a separate sales force in Europe and utilize an international network of distributors to promote the sale of all of our products.
We have sales operations throughout Europe organized by three sales channels: (i) food/retail, which includes mass merchandisers, discounters,
drug and food stores and non-food stores; (ii) special trade, which includes clubs (cash/carry), consumer electronics stores, department stores,
photography stores, hearing aid professionals and wholesalers/distributors and (iii) industrial, government and original equipment
manufacturers.

Manufacturing, Raw Materials and Suppliers

We manufacture alkaline batteries, zinc air hearing aid batteries and zinc carbon batteries. Raw materials comprise a significant portion of
our cost of goods sold. Zinc powder, electrolytic manganese dioxide powder and steel are the most significant raw materials we use to
manufacture batteries and a number of worldwide sources of such materials exist. We believe we will continue to have access to adequate
quantities of these materials at competitive prices. We use commodity swaps, calls and puts in

an attempt to manage risks associated with fluctuations in market prices for purchases of zinc used in the manufacturing process.

All of our rechargeable batteries and chargers, lighting products and hair care, wellness and other personal care products, and a majority of
our shaving and grooming products, are manufactured by third party suppliers, primarily located in China and Japan. We maintain ownership of
tooling and molds used by many of our suppliers.

We continually evaluate our facilities' capacity and related utilization. As a result of such analyses, we have closed a number of
manufacturing facilities during the past five years. In general, we believe our existing facilities are adequate for our present and currently
foreseeable needs.

Research and Development

Our research and development strategy is to direct resources toward performance improvements of our existing products, cost reduction and
new product development. Our battery research and development strategy is focused on alkaline, zinc air and NiMH rechargeable battery
systems. Our alkaline product development groups in Madison, Wisconsin and Ellwangen, Germany work closely with both our alkaline
manufacturing plant in Fennimore, Wisconsin as well as our plant in Dischingen, Germany. Our zinc air product development group is also
located in Madison, Wisconsin and works closely with our zinc air plants in Portage, Wisconsin and Washington, U.K. Our rechargeable NiMH
program has been enhanced by our strong working relationships with suppliers based in China and Japan. Both our Hong Kong and Bridgeport
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foil and rotary cutting system development groups work closely with our Asian suppliers to develop new features and innovative electric shaving
products.

In fiscal years 2001, 2002 and 2003, Rayovac invested $12.2 million, $13.1 million and $14.4 million, respectively, in battery and lighting
product research and development. These investments were supplemented by funds received from U.S. government contracts. These contracts
enable us to investigate additional development opportunities. During calendar years 2001 and 2002, Remington invested approximately
$4.3 million and $3.4 million, respectively, in research and development activities.

Patents and Trademarks

We own or license from third parties a considerable number of patents and patent applications throughout the world for battery product
improvements, additional features and manufacturing equipment. We have a license through March 2022 to certain alkaline battery designs,
technology and manufacturing equipment from Matsushita to whom we pay a royalty.

We also use and maintain a number of trademarks in our business, including Rayovac®, VARTA®, Remington®, Maximum®, Maximum
Plus ,1-€ , Renewal®, Loud n Clear®, Pro Line®, Prodigy®, Microscreen®, Microflex®, Precision®, Remington Titanium and Smooth &
Silky®. We rely on both registered and common law trademarks worldwide to protect our trademark rights. The Rayovac, VARTA and
Remington trademarks are also registered in countries outside of the U.S., including countries in Europe, Latin America and Asia. We do not
have any right to the Rayovac trademark in Brazil, where an independent third-party battery manufacturer owns the trademark.

As a result of the October 2002 sale by VARTA AG of substantially all of its consumer battery business to Rayovac and VARTA AG's
subsequent sale of its automotive battery business to Johnson Controls, Inc., we became the owner of the VARTA trademark in the consumer
battery category and Johnson Controls acquired ownership rights to the trademark in the automotive battery category. VARTA AG and its
VARTA Microbatterie subsidiary continue to have ownership rights to use the trademark with travel guides, industrial batteries and micro
batteries. The four owners of the VARTA trademark are parties to a Trademark and Domain Names Protection and Delimitation Agreement that
governs ownership and usage rights and obligations of the parties relative to the trademark.

4

As a result of the common origins of our Remington subsidiary and Remington Arms Company, Inc., the Remington trademark is owned
by us and by Remington Arms each with respect to its principal products as well as associated products. As a result of the acquisition of
Remington, we own the Remington trademark for shavers, shaver accessories, grooming products and personal care products, while Remington
Arms owns the trademark for firearms, sporting goods and products for industrial use, including industrial hand tools. The terms of a 1986
agreement between Remington and Remington Arms provides for the shared rights to use the Remington trademark on products which are not
considered "principal products of interest" for either company. A separate company, Remington Licensing Corporation, owns the Remington
trademark in the U.S. with respect to any overlapping uses and we and Remington Arms are each licensed to use the trademarks owned by
Remington Licensing Corporation in the respective areas of interest. We retain the Remington trademark for nearly all products which we
believe can benefit from the use of the brand name in our distribution channels.

Competition

In our retail markets, companies compete for limited shelf space and consumer acceptance. Factors influencing product sales are brand
name recognition, perceived quality, price, performance, product packaging and design innovation, as well as creative marketing, promotion and
distribution strategies.

Most consumer batteries manufactured throughout the world are sold by one of four global companies: Rayovac, Energizer, Duracell and
Panasonic. We also face competition from the private label brands of major retailers, particularly in Europe. The offering of private-label
batteries by retailers may create pricing pressure and may also increase consumer perceptions that batteries are a commodity product. Typically,
private-label brands are not supported by advertising or promotion, and retailers sell these private label offerings at retail prices below
competing brands. Significant new competitors are not anticipated due to significant costs to enter the marketplace. The main barriers to entry
are investment in technology research, cost of building manufacturing capacity and the expense of building retail distribution channels.

In the U.S. alkaline battery category, Rayovac is positioned as the value brand while Duracell and Energizer are positioned as premium
brands. In Europe, the VARTA brand has premium positioning in Germany and the Scandinavian countries, while it is positioned more as a
value brand in Italy, France and Spain. In Latin America where lower disposable incomes prevail and zinc carbon batteries still outsell alkaline,
Rayovac is positioned as a value brand.



Edgar Filing: RAYOVAC CORP - Form 10-K

The battery marketplace is highly competitive and has recently been affected by pricing promotions. In the U.S., Duracell announced in
early calendar 2003 that it would lower prices on its AA and AAA alkaline batteries. Energizer reduced its prices with respect to certain retailers
in response to Duracell's announcement. These pricing plans will affect the short term dollar growth of the overall U.S. battery category. In Latin
America and in Europe, promotional pricing has not been as significant a factor in influencing the battery marketplace.

Our primary competitors in the foil and rotary shavers market are Philips/Norelco (which only sells and markets rotary shavers) and Braun
(which only sells and markets foil shavers). Only Remington competes in both the foil and rotary segments. Our major competitors in the hair
care market are Conair and Helen of Troy. Companies that are able to maintain or increase the amount of retail shelf space allocated to their
respective products can gain competitive advantage.

Our major competitors in the consumer battery and electric shaver markets have greater financial and other resources and greater overall
market share than we do. They have committed significant resources to protect their own market shares or to capture market share from us in the
past and may continue to do so in the future. 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 to
retailers, distributors, wholesalers, and, ultimately, consumers.

Seasonality

Sales of our products are seasonal. Sales during the first and fourth quarters of the fiscal year are generally higher than other quarters due to
the impact of the December holiday season. With our acquisition of Remington, we anticipate that our sales for the fiscal quarter ending in
December will constitute a larger portion of our annual sales going forward. For a more detailed discussion of the seasonality of our product
sales, see "Management's Discussion and Analysis of Financial Condition and Results of Operations Seasonal Product Sales."

Governmental Regulations and Environmental Matters

Due to the nature of our operations, our facilities are subject to a broad range of federal, state, local and foreign legal and regulatory
provisions relating to the environment, including those regulating the discharge of materials into the environment, the handling and disposal of
solid and hazardous substances and wastes and the remediation of contamination associated with releases of hazardous substances at our
facilities. We believe that compliance with the federal, state, local and foreign regulations to which we are subject will not have a material effect
upon our capital expenditures, earnings and competitive position. See Item 3, "Legal Proceedings Environmental," for additional information
regarding environmental matters.

Employees
We had approximately 5,000 full-time employees worldwide as of September 30, 2003.
Available Information

Our Internet website is http://www.rayovac.com and you may access, free of charge, through the Investor Relations portion of our website
our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to such reports filed or
furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, as soon as reasonably practicable after we
electronically file such material with, or furnish it to, the Securities and Exchange Commission.

ITEM 2. PROPERTIES

The following table lists our primary owned or leased manufacturing, packaging, and distribution facilities:

Square
Facility Function Footage
North America
Fennimore, Wisconsin(1) Alkaline Battery Manufacturing 176,000
Portage, Wisconsin(1) Zinc Air Button Cell & Lithium Coin Cell Battery 101,000

Manufacturing
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Square
Facility Function Footage
Bridgeport, Connecticut(1) Foil Cutting Systems and Accessories Manufacturing 167,000
Dixon, Illinois(2) Packaging & Distribution of Batteries and Lighting
Devices 576,000
McDonough, Georgia(3) Distribution of Electric Personal Care Products 315,000
6
Europe/ROW
Dischingen, Germany(2) Alkaline Battery Manufacturing 186,000
Breitenbach, France(1) Zinc Carbon Battery Manufacturing 165,000
Washington, UK(2) Zinc Air Button Cell Battery Manufacturing 63,000
Ellwangen, Germany(2) Battery Packaging 187,000
Ellwangen, Germany(2) Battery Distribution 125,000
Latin America
Guatemala City, Guatemala(1) Zinc Carbon Battery Manufacturing 105,000
Manizales, Colombia(1) Zinc Carbon Battery Manufacturing 91,000

€]

Facility is owned.

@

Facility is leased.

3)
Facility is leased and staffed by a third-party logistics company.

We also own, operate or contract with third parties to operate distribution centers, sales offices and administrative offices throughout the
world in support of our business. We lease our administrative headquarters and our primary battery research and development facility, which are
both located in Madison, Wisconsin. We own our primary foil and rotary cutter research and development facility, which is located in
Bridgeport, Connecticut. We also lease retail space for approximately 80 Remington service stores, most of which are located in the U.S.

ITEM 3. LEGAL PROCEEDINGS
Litigation

We are subject to litigation from time to time in the ordinary course of business. The amount of any liability with respect to any litigation to
which we are now subject cannot currently be determined. Other than the matters set forth below, we are not party to any pending legal
proceedings which, in the opinion of management, are material to our business or financial condition.

Three class action lawsuits brought against Rayovac Corporation and several of its current and former officers and directors have been

consolidated into one suit, Eli Friedman v. Rayovac Corporation, Thomas H. Lee Partners, LP, Kenneth V. Biller, Kent J. Hussey, David A.
Jones, Scott A. Schoen, Stephen P. Shanesy, Thomas R. Shepherd, Randall J. Steward, Warren C. Smith, Jr., and Merrell Tomlin (Case

No. 02 C 0308 C, United States District Court, Western District of Wisconsin), which generally alleges that the defendants made various false
and misleading statements, which had the alleged effect of artificially inflating the price of Rayovac stock during the period from April 26, 2001
until September 19, 2001. Plaintiffs allege that statements by Rayovac during this period were false and misleading due to alleged failures to
disclose, among other things: (a) alleged improper sales practices in purported violation of generally accepted accounting principles; (b) failure
to establish sufficient reserves for doubtful receivables; (c) declining demand; and (d) risks of doing business in Latin America.

Rayovac and the individual defendants filed a motion to dismiss the consolidated amended class action complaint in its entirety on
February 10, 2003, and in May 2003, the Court issued an order denying our motion to dismiss as to claims made under the Securities Act and
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granting the motion to dismiss as to claims made under the Exchange Act, with leave to amend the Complaint to attempt to state a claim upon
which relief could be granted under the Exchange Act. On June 19, 2003, plaintiffs filed the second consolidated amended class action
complaint and on July 9, 2003, Rayovac and the individual defendants filed a motion to dismiss the complaint. On October 20, 2003, the Court
granted defendants' motion and dismissed plaintiffs' claims under the Exchange Act with prejudice. The trial date with respect to the remaining
claims under the Securities Act has been tentatively set for

November 15, 2004. Rayovac and the individual defendants believe the remaining claims under the Securities Act to be wholly without merit
and intend to vigorously defend themselves in this litigation.

Our Remington subsidiary is involved in a number of legal proceedings with Philips with respect to intellectual property rights, including
trademarks owned by Philips, relating to the shape of the head portion of Philips' three-headed rotary shaver.

In Koninklijke Philips Electrics N.V. v. Remington Consumer Products Limited (U.K.), the High Court of Justice of the
United Kingdom rejected Philips' claim that Remington's sale of rotary shavers in the United Kingdom infringed Philips'
design patent and trademark and held that Philips' trademark was invalid. On appeal, the Court of Appeal, in a "provisional
view," upheld the decision of the High Court but found that the issues between the parties raised difficult questions of
construction of the Trademark Directive of the European Community and referred questions relating to the construction of
this Directive to the European Court of Justice (the "ECJ") for its opinion which will govern the trademark laws of each of
the fifteen member countries of the European Union. On June 18, 2002, the ECJ rendered its decision that a shape consisting
exclusively of the shape of a product is unregistrable as a trademark (or is subject to being declared invalid if it had been
registered as a trademark) if it is established that the essential functional features of that shape are attributable only to the
technical result. The ECJ further ruled that the inability to register such a shape as a trademark (or the trademark being
subject to being declared invalid) cannot be overcome by establishing that there are other shapes which allow the same result
to be obtained. On April 9, 2003, the Court of Appeal determined to cancel the Philips trademark at issue in this litigation.

On February 15, 2000, Philips commenced a second action against Remington in the High Court of Justice of the United
Kingdom. This second case differs from the first action described above only in that it involves a registered trademark which
differs in minor respects from the registered trademark at issue in the first action. The second suit had been stayed by
agreement of the parties pending the determination of the ECJ in the first action. It is currently expected that this second
action will proceed to trial in the High Court in 2004. There is also pending a proceeding before the Trademarks Office of
the United Kingdom relative to Philips' efforts to register a trademark similar to those at issue in the above-mentioned
litigation. This matter has been stayed pending a hearing before the Court of Appeal.

In Remington Consumer Products Limited v. Koninklijke Philips Electrics N.V. (France), Remington filed a preemptive
claim against Philips in the Paris First Instance Court on May 17, 2000, seeking the nullification of Philips' rotary shaver
head trademarks in France. Following a hearing on the merits in April 2003, the Court found in favor of Remington and
cancelled Philips rotary shaver head trademarks at issue. Philips has filed a notice of appeal in this action.

In Remington Consumer Products Limited v. Koninklijke Philips Electrics NV (Italy), Remington filed a preemptive claim
against Philips in the Tribunal of the City of Milan on May 15, 2000 seeking the nullification of Philips' rotary shaver head
trademarks in Italy and a declaration that the sale of Remington's rotary shavers does not constitute trademark infringement
or unfair competition on the part of Remington. On or about November 15, 2000, Philips filed a Writ of Summons with the
court asserting trademark infringement against Remington and seeking damages with respect to all rotary shavers sold by
Remington. A hearing on the merits in the principal action is currently expected to occur in 2004.

In Koninklijke Philips Electrics N.V. v Remington Products GmbH (Germany), on August 20, 2002, the District Court of
Cologne granted an injunction to Philips under the German Unfair Competition Act against Remington Products, GmbH, a
subsidiary of Remington, prohibiting the sale of Remington's rotary shavers in Germany. Remington has appealed this
decision and on May 9, 2003, the Cologne Second Instance Court rejected Remington's appeal, indicating that
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the court was not competent to determine matters of trademark validity which lie within the exclusive jurisdiction of other
administrative and judicial bodies. On September 5, 2002, Philips commenced a main action against Remington Products,
GmbH in the District Court of Cologne to accompany the suit for an injunction described above. This action seeks to enjoin
the sale of Remington rotary shavers, money damages and other relief. A hearing on the merits of the principal action has
not yet been scheduled.

In Koninklijke Philips Electrics N.V. v River International, S.A. (Spain), on December 5, 2002, Philips commenced an action
against River International, S.A. ("River"), the distributor of Remington's rotary shavers in Spain in the Court of First
Instance of Barcelona to enjoin the sale of Remington rotary shavers in Spain and other relief. Pursuant to an indemnity
agreement, Remington has undertaken to indemnify River for all of River's costs and expenses associated with this litigation.
On January 27, 2003, the court granted an injunction to Philips. River appealed this decision and on July 31, 2003, the
appellate court reversed the decision of the lower court and ordered the lifting of the injunction. A hearing on the merits in
the principal action was held on May 20, 2003. On March 12, 2003, Remington commenced an action against Philips in the
Court of First Instance of Barcelona seeking to cancel Philips' registered trademark in Spain. No hearings have been
scheduled as yet in this litigation. The first action has been stayed pending the outcome of the second action.

In addition, The Gillette Company and its subsidiary, Braun GmbH, filed a complaint against Remington in the federal district court in
Massachusetts on December 2, 2003 alleging that Remington's "Smart Cleaner" automatic cleaning device on Remington's Titanium Smart
System shaving product infringes United States patent numbers 5,711,328 and 5,649,556 allegedly held by Braun (The Gillette Company and
Braun GmbH v. Remington Consumer Products Company, LLC., Case No. 03 CV 12428 WGY). The complaint, which has not yet been served
on Remington, seeks injunctive relief and monetary damages. Should it be served with the complaint, Remington will deny the allegations and
vigorously defend itself in this case.

Further, on December 10, 2003, Norelco Consumer Products Company filed a complaint against Remington in federal district court for the
southern district of New York alleging that a Remington television advertisement referred to as "Slice" or "A Close Shave" and airing in the
United States was false and misleading thereby violating certain provisions of the Lanham Act and the Connecticut Unfair Trade Practices Act
(Norelco Consumer Products Company v. Remington Products Company, LLC., Case No. 03 CV 979). The lawsuit seeks injunctive relief as
well as monetary damages. On December 12, 2003, the court granted Norelco's request for a temporary restraining order and enjoined
Remington from airing the advertisement pending resolution of the lawsuit. Remington denies the allegations brought by Norelco and will
vigorously defend itself in this matter.

Environmental

We are subject to various federal, state and local environmental laws and regulations. We believe we are in substantial compliance with all
such environmental laws which are applicable to our operations. We are also involved in the environmental remediation activities as described
below.

Rayovac's former manganese processing facility in Covington, Tennessee was accepted into the Voluntary Cleanup, Oversight and
Assistance Program of the Tennessee Department of Environment and Conservation (the "TDEC") in February 1999. Under Tennessee's
voluntary cleanup program, we negotiated a Consent Order and Agreement with the TDEC, dated February 12, 1999, covering investigation, and
if necessary, remediation of the facility. Groundwater monitoring conducted with respect to a capped non-hazardous landfill at the facility, and
groundwater testing beneath former process areas of the facility, indicated elevated levels of certain inorganic contaminants, particularly (but not
exclusively) manganese, in the groundwater underneath the facility. We have completed closure of lagoons on the property and have completed
the remediation of a stream that borders the

facility. Upon successful completion of the requirements of the Consent Order and Agreement, we expect that no further action will be required
at the facility. While remediation costs are uncertain at this time, we do not expect the matter to have a material adverse financial impact on us.

In addition, as part of routine reporting requirements in connection with past property transfers, our Remington subsidiary has reported to
the Connecticut Department of Environmental Protection (the "CTDEP") that it has detected petroleum, metals and solvent compounds in soil
and ground water samples taken from its Bridgeport, Connecticut facility. The general remedial strategies have been selected by Remington and
those strategies which require CTDEP approvals have been submitted for approval. All other strategies do not require approval for
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implementation. While costs for the remediation activities which will eventually be undertaken are uncertain at this time, we do not expect that
these activities will have a material adverse financial impact on us.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

Rayovac's Annual Meeting of Shareholders was held on July 23, 2003. The directors standing for election were elected in an uncontested
election. The directors elected were William P. Carmichael, Kent J. Hussey and Philip F. Pellegrino. Mr. Carmichael received 25,218,657 votes
in favor of his election and 1,738,492 votes were withheld. Mr. Hussey received 25,738,625 votes in favor of his election and 1,218,524 votes
were withheld. Mr. Pellegrino received 24,755,058 votes in favor of his election and 2,202,091 votes were withtheld. In addition to the election
of directors, the Company submitted the ratification of the appointment of KPMG LLP as our independent auditors to a vote of the shareholders.
The vote in favor of ratification was: For: 25,050,013; Against: 1,887,525; Abstained: 19,612.
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PART I1

ITEM S. MARKET FOR THE REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

Our common stock, $0.01 par value per share (the "Common Stock"), is traded on the New York Stock Exchange (the "NYSE") under the
symbol "ROV." The Common Stock commenced public trading on November 21, 1997. As of December 1, 2003, there were 244 holders of
record of Common Stock based upon data provided by the transfer agent for the Common Stock. The following table sets forth the reported high
and low prices per share of the Common Stock as reported on the New York Stock Exchange Composite Transaction Tape for the fiscal periods
indicated:

High Low

Fiscal 2003

Quarter ended December 29, 2002 $ 1628 § 11.20
Quarter ended March 30, 2003 $ 1449 § 10.50
Quarter ended June 29, 2003 $ 1384 § 9.93
Quarter ended September 30, 2003 $ 1575 $ 12.68
Fiscal 2002

Quarter ended December 30, 2001 $ 1805 $ 13.60
Quarter ended March 31, 2002 $ 1793 § 12.81
Quarter ended June 30, 2002 $ 1910 §$ 14.80
Quarter ended September 30, 2002 $ 1852 § 1175

We have not declared or paid any cash dividends on the Common Stock since it commenced public trading in 1997 and we do not
anticipate paying cash dividends in the foreseeable future, but intend to retain any future earnings for reinvestment in our business. In addition,
the terms of our credit facility and the indentures governing our outstanding 8'/2% senior subordinated notes due 2013 restrict our ability to pay
dividends to our shareholders. Any future determination to pay cash dividends will be at the discretion of the Board of Directors and will be
dependent upon our financial condition, results of operations, capital requirements, contractual restrictions and such other factors as the Board of
Directors deems relevant.

Information regarding our equity compensation plans is set forth in Item 12 hereof under the caption "Equity Compensation Plan
Information."
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ITEM 6. SELECTED FINANCIAL DATA

The following selected historical financial data is derived from our audited consolidated financial statements. Only the most recent three
fiscal years audited statements are included elsewhere in this Annual Report on Form 10-K. The following selected financial data should be read
in conjunction with our consolidated financial statements and notes thereto and the information contained in "Management's Discussion and
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Analysis of Financial Condition and Results of Operations" included elsewhere herein.

Statement of Operations Data:
Net sales(1)

Gross profit(1)

Income from operations(2)
Income before income taxes(3)
Net income

Restructuring and related charges cost of goods sold
Restructuring and related charges operating expenses
Non-operating expense(3)

Interest expense

Per Share Data:
Net income per common share:

Basic

Diluted
Average shares outstanding:

Basic
Diluted

Cash Flow and Related Data:

Net cash provided by operating activities
Capital expenditures

Depreciation and amortization (excluding
amortization of debt issuance costs)(2)

Balance Sheet Data (at period end):

Cash and cash equivalents

Working capital(9)

Total assets(1)

Total long-term debt, net of current maturities
Total debt

Total shareholders' equity

€]

Certain reclassifications have been made to reflect the adoption of EITF 01-09 (which codified certain provisions of EITF 00-14,

Fiscal Year Ended September 30,

1999(4) 2000 2001(5) 2002(6) 2003(7)(8)
(In millions, except per share data)

5042 $ 6309 $ 6162 $ 5727 $ 922.1
198.2 259.4 2329 237.4 351.5
53.6 89.3 54.4 63.0 59.6
37.6 58.0 17.5 45.7 23.0
24.1 384 11.5 29.2 15.5
1.3 $ $ 221 $ 1.2 $ 21.1
8.1 0.2 11.5
8.6 3.1
163 $ 306 $ 272 $ 16.0 $ 37.2
088 $ 1.39 $ 040 $ 092 $ 0.49
0.83 1.32 0.39 0.90 0.48
27.5 27.5 28.7 31.8 31.8
29.2 29.1 29.7 324 32.6
133 $ 328 §$ 18.0 $ 66.8 $ 76.2
24.1 19.0 19.7 15.6 26.1
13.5 20.0 21.1 19.0 31.6
11.1  $ 98 §$ 114 $ 929 $ 107.8
104.4 104.7 158.5 140.5 269.8
513.1 549.6 566.5 533.2 1,576.5
307.4 272.8 233.5 188.5 870.5
330.3 317.6 258.0 201.9 943.4
46.5 80.7 157.6 174.8 202.0

00-22 and 00-25) for periods prior to adoption in fiscal 2002. EITF 01-09 addresses the recognition, measurement and income

statement classification of various types of sales incentives, either as a reduction to revenue or as an expense. Concurrent with the
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adoption of EITF 00-25, we reclassified certain accrued trade incentives as a contra receivable versus our previous presentation as a

component of accounts payable.

@

Pursuant to FASB Statement No. 142, Goodwill and Other Intangible Assets, we ceased amortizing goodwill on October 1, 2001.

Upon initial application of Statement No. 142, we reassessed the useful lives of its intangible assets and deemed only the trade name to
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have an indefinite useful life because it is expected to generate cash flows indefinitely. Based on this, we ceased amortizing the trade
name on October 1, 2001. Goodwill and tradename amortization expense for 1999, 2000 and 2001 included in depreciation and
amortization in income from operations are as follows:

1999 2000 2001

(in millions)

Goodwill amortization $ 08 $ 1.2 $ 1.1
Trade name amortization 0.4 2.3 2.3

$ 12 8 35 § 34

3)
The FASB issued Statement No. 145, which addresses, among other things, the income statement presentation of gains and losses
related to debt extinguishments, requiring such expenses to no longer be treated as extraordinary items, unless the items meet the
definition of extraordinary per APB Opinion No. 30. We adopted this statement on October 1, 2002. As a result, we recorded
non-operating expenses within income before income taxes as follows during the fiscal years ended September 30, 2001 and 2003:

In fiscal 2001, a non-operating expense of $8.6 million was recorded for the premium on the repurchase of $65.0 million of our senior
subordinated notes and related write-off of unamortized debt issuance costs in connection with a primary offering of our common
stock in June 2001.

In fiscal 2003, a non-operating expense of $3.1 million was recorded for the write-off of unamortized debt issuance costs associated
with the replacement of our previous credit facility in October 2002.

“
Fiscal 1999 includes restructuring and related charges cost of goods sold of $1.3 million, and restructuring and related charges operating
expenses of $8.1 million.

)
Fiscal 2001 includes restructuring and related charges cost of goods sold of $22.1 million, and restructuring and related
charges operating expenses of $0.2 million. Fiscal 2001 also includes a non-operating expense of $8.6 million discussed in (3) above.
See Notes 15 and 2(x), respectively, in the Notes to Consolidated Financial Statements included in this Annual Report on Form 10-K
for further discussion.

(0)
Fiscal 2002 includes restructuring and related charges cost of goods sold of $1.2 million. See Note 15 in the Notes to Consolidated
Financial Statements included in this Annual Report on Form 10-K for further discussion.

@)
Fiscal 2003 includes a net sales reduction of $6.2 million related to North American retailer inventory repricing programs associated
with the launch of our comprehensive new alkaline pricing program announced in 2003. These programs were launched in response to
Duracell's price reduction in the U.S. market on certain AA and AAA batteries.

Fiscal 2003 includes restructuring and related charges cost of goods sold of $21.1 million, and restructuring and related

charges operating expenses of $11.5 million. Fiscal 2003 also includes a non-operating expense of $3.1 million discussed in (3) above.
See Notes 15 and 2(x), respectively, in the Notes to Consolidated Financial Statements included in this Annual Report on Form 10-K
for further discussion.

(®)
Fiscal 2003 selected financial data is impacted by two acquisitions completed during the fiscal year. The VARTA acquisition was
completed on October 1, 2002 and the Remington acquisition was completed on September 30, 2003. See further discussion of
acquisitions in Item 1: Business, and in Note 16 in the Notes to Consolidated Financial Statements included in this Annual Report on
Form 10-K.

13



Edgar Filing: RAYOVAC CORP - Form 10-K
©))

Working capital is defined as current assets less current liabilities.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following is management's discussion of the financial results, liquidity, and other key items related to our performance. This section
should be read in conjunction with the "Selected Financial Data" and our Consolidated Financial Statements and related notes in the "Financial
Statements" section of this Annual Report on Form 10-K. Certain prior year amounts have been reclassified to conform to current year
presentation. All references to 2001, 2002, and 2003 refer to fiscal year periods ended September 30, 2001, 2002, and 2003, respectively.

INTRODUCTION

On October 1, 2002, we acquired substantially all of the consumer battery business of VARTA AG. The acquisition consisted of the
purchase of all of VARTA AG's consumer battery subsidiaries and business outside of Germany, excluding Brazil, and a controlling ownership
and management interest in a new joint venture entity that will operate the VARTA AG consumer battery business in Germany. The residual
interest in the joint venture is held by VARTA AG. With the acquisition of VARTA, we became a truly global battery manufacturer and
marketer and acquired additional low-cost manufacturing capacity and battery technology.

In addition, on September 30, 2003, we acquired all of the equity interests of Remington Products Company, L.L.C. Remington is a leading
consumer products company focusing on the development and marketing of personal care products. Remington designs and distributes electric
shavers and accessories, grooming products, hair care appliances and other small electrical consumer products. The acquisition of Remington
allowed us to become a diversified consumer products company no longer solely focused on the battery and lighting product markets.
Remington was attractive due to its position as a strong branded company, its new product pipeline and its use of distribution channels similar to
those employed by Rayovac in the United States.

Following the acquisitions of VARTA and Remington, we are a global branded consumer products company with leading market positions
in our two major product categories: consumer batteries and electric personal care products. We are a leading worldwide manufacturer and
marketer of alkaline and zinc carbon batteries. We are also the leading worldwide manufacturer and marketer of hearing aid batteries, a leading
worldwide designer and marketer of rechargeable batteries and a leading marketer of battery-powered lighting products. With the acquisition of
Remington, we are also a leading designer and marketer of electric shavers and accessories, electric grooming products and hair care appliances.
Our products are sold on a global basis in over 100 countries through a variety of channels, including mass merchandisers, home centers and
hardware stores, consumer electronics stores, warehouse clubs, food, drug and convenience stores, department stores, hearing aid professionals,
industrial distributors and original equipment manufacturers ("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.

Our financial performance is influenced by a number of factors including: general economic conditions and trends in consumer markets;
our overall product line mix, including sales prices and gross margins which vary by product line; and our general competitive position,
especially as impacted by our competitors' promotional activities and pricing strategies. These influencing factors played significant roles in our
financial results during fiscal 2001, 2002 and 2003.

We manage our business based upon three geographic regions. The regions are as follows: North America, which includes the United States
and Canada; Latin America, which includes Mexico, Central America, South America and the Caribbean; and Europe/Rest of World

("Europe/ROW"), which includes continental Europe, the United Kingdom, and all other countries in which we do business.
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Our Consolidated Results of Operations for the twelve months ended September 30, 2003 do not include the impacts of the Remington
acquisition, as the transaction occurred on the close of business on September 30, 2003. Our Consolidated Balance Sheet, as of September 30,
2003, and Consolidated Statement of Cash Flows for the year then ended do incorporate the impacts of the Remington transaction.

Cost Reduction Initiatives
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We continually seek to improve our operational efficiencies, match our manufacturing capacity and product costs to market demand and
better utilize our manufacturing resources. Since the beginning of fiscal 2001, we have undertaken various initiatives to reduce manufacturing,
operating and other costs. We believe that we can continue to drive down our cost of goods manufactured with continued focus on cost reduction
initiatives.

Fiscal 2001. In fiscal 2001, we closed our Wonewoc, Wisconsin plant and now source lighting products previously made at this plant
from third party suppliers. With this closure, we now outsource all of our lighting products. In addition, we outsourced certain manufacturing
operations at our Fennimore, Wisconsin plant to accommodate the installation of a new high speed AA-size alkaline battery line and
discontinued inefficient packaging operations.

Also in fiscal 2001, we closed our zinc carbon battery plants in Tegucigalpa, Honduras and rationalized our manufacturing and distribution
processes in our Mexico City, Mexico manufacturing facilities and in our European operations by discontinuing or outsourcing uneconomic
product lines or production processes, including the outsourcing of zinc carbon rod manufacturing, and by changing uneconomical modes of
distribution.

Finally, in fiscal 2001, we engaged in an organizational restructuring in North America and Latin America. As part of this initiative, sales
and marketing functions were eliminated and/or consolidated. These cost reduction initiatives reduced our global workforce by approximately
570 employees.

Fiscal 2002. In fiscal 2002, we closed our Santo Domingo, Dominican Republic manufacturing facility and transferred production of zinc
carbon batteries to our Guatemala City, Guatemala manufacturing facility. We also outsourced a portion of our zinc carbon battery production
previously manufactured at our Mexico City, Mexico facility.

The impact of the fiscal 2001 and fiscal 2002 cost reduction initiatives on our operations is described below under the heading "Fiscal Year
Ended September 30, 2002 Compared to Fiscal Year Ended September 30, 2001 Restructuring and Related Charges."

Fiscal 2003. In October 2002, in conjunction with the acquisition of the VARTA consumer battery business described above, we
announced a series of initiatives designed to position our consumer battery business for future growth opportunities and to optimize the
combined global resources of Rayovac and VARTA. These initiatives, which are expected to provide significant benefits to the combined
organization, include the renegotiation of certain sourcing arrangements, the elimination of duplicate costs in our consumer battery business and
the consolidation of sales and marketing functions.

In October 2002, we closed our Mexico City, Mexico manufacturing facility. With the closure of the Mexico City, Mexico plant, the plants
in Guatemala City, Guatemala, Breitenbach, France, and Manizales, Colombia became our remaining zinc carbon manufacturing plants. The
consolidation of our zinc carbon capacity within Latin America is consistent with the global market trend away from zinc carbon toward alkaline
batteries, and is intended to allow us to more closely match our manufacturing capacity to anticipated market demands.
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We also announced the closure of operations at our Madison, Wisconsin packaging center and Middleton, Wisconsin distribution center in
October 2002. These facilities were closed during fiscal 2003 and their operations were combined into a new leased complex in Dixon, Illinois.
Transition to the new facility was completed in June 2003. We anticipate that the relocation to the new leased packaging and distribution center
will result in operational changes that are intended to reduce freight and inventory handling costs.

We expect that all geographies will benefit from decreased costs and expenses resulting from the VARTA initiatives. These initiatives are
anticipated to create long-term opportunities for procurement savings resulting from renegotiated raw material and finished good sourcing
arrangements and lower operating costs as duplicative administrative support and sales and marketing functions are consolidated and
overlapping functions are eliminated.

The benefits of the VARTA initiatives are expected to positively impact future gross profit and operating margins, but were partially offset
during fiscal 2003 and in the near-term by exit and integration costs, including employee termination benefits and asset impairments associated
with the elimination of duplicative functions, an increase in interest expense associated with the acquisition, and increased exposure to foreign
currency movements reflecting our expanded global presence. In addition, the acquisition of the VARTA consumer battery business is expected
to negatively impact our effective tax rate, as we estimate a larger percentage of our income will be generated in higher tax jurisdictions.

Annual savings associated with the VARTA initiatives are projected to be in the range of $40-45 million when fully realized by the end of
fiscal 2005. Costs associated with certain cost reduction initiatives are discussed in Note 15, Restructuring and Related Charges, to our Notes to
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Consolidated Financial Statements.

The impact of the fiscal 2003 cost reduction initiatives on our operations is described below under the heading "Fiscal Year Ended
September 30, 2003 Compared to Fiscal Year Ended September 30, 2002 Restructuring and Related Charges."

In conjunction with the acquisition of the Remington business, we identified annual savings opportunities of approximately $23.5 million
when fully realized, which we currently expect by 2006. These savings are primarily related to purchasing, supply chain management,
manufacturing and back office functions. We estimate we will incur total costs (cash and non-cash) of approximately $35.0 million over the next
two years to achieve these savings. Integration activities are currently underway and savings and cost estimates will be further refined during
fiscal 2004. We expect the North America and Europe/ROW geographies to benefit from decreased costs and expenses resulting from these
Remington initiatives to optimize the combined resources of Rayovac and Remington.

Meeting Consumer Needs through Technology and Development

We continue to focus our efforts on meeting consumer needs for portable power, personal care, and lighting products through new product
development and technology innovations. Prior to the Remington acquisition, we announced improvements and new developments in our
rechargeable, alkaline, hearing aid, and lighting products product lines.

During fiscal 2001, we introduced a one-hour charger for nickel metal hydride (NiMH) batteries, and began selling higher performing
NiMH batteries. In fiscal 2002, we announced the development of a revolutionary rechargeable NiMH battery system capable of recharging
batteries in as little as 15 minutes which was introduced in the retail market during fiscal 2003. These technological advancements provide
consumers with portable, rechargeable power as the use of digital cameras and other high drain devices continues to grow.

In fiscal 2002, we launched our new, more powerful Rayovac Maximum Plus alkaline batteries, with bold new graphics. Also during fiscal
2001 and fiscal 2002, we increased the performance of our
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hearing aid batteries, and launched innovative packaging allowing consumers to more easily dispense the hearing aid batteries. In Europe during
fiscal 2003, we launched our High Energy alkaline batteries and upgraded our graphic designs for our MaxiTech and LongLife batteries, all
marketed under the VARTA brand name. Finally, we rejuvenated our lighting products product line through a series of new product launches
designed to reach unique markets within the mass and retail channels.

During fiscal 2003, we introduced to the United States marketplace a comprehensive pricing strategy for our alkaline battery product
portfolio. We simplified the battery buying decision process for consumers by offering fifty percent more of our AA and AAA batteries for the
same price as the competition. We believe this "fifty percent more" strategy will help redefine the value position of our Maximum Plus alkaline
products. This strategy will also match up with the consumer trend of buying larger pack size of batteries.

Research and development efforts at Remington allow us to maintain our unique manufacturing process in cutting systems for shavers.
Remington is continuously pursuing new innovations for its line of shavers including foil improvements and new cutting and trimmer
configurations. Remington also devotes resources to the development of new technologies for its other products. During fiscal 2003 and prior to
the acquisition, Remington introduced the Remington Titanium line of men's MicroScreen® and MicroFlex® shavers, a line of personal
grooming products that utilize titanium-coated blades and trimmers.

We believe that our products are well poised to meet the portable power, lighting and electric personal care needs of consumers. We will
continue to focus on identifying new technologies necessary to meet consumer and retailer needs within the marketplace.

Competitive Landscape

The alkaline battery business is highly competitive on a global scale. Within North America, Europe and Latin America, there are four
primary branded providers of alkaline batteries and a few local manufacturers w