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PENTAIR, INC.

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

To Be Held April 30, 2004

To our Shareholders:

The Annual Meeting of Shareholders of Pentair, Inc. (the Company ) will be held at the Thrivent Financial
Auditorium, 625 4th Avenue South, Minneapolis, Minnesota, on Friday, April 30, 2004, at 10:00 a.m., for the
following purposes:

1.

to elect four directors;

2.

to approve the Compensation Plan for Non-Employee Directors;

3.

to approve the Omnibus Stock Incentive Plan;

4.

to approve the Employee Stock Purchase and Bonus Plan;
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5.

to approve the International Stock Purchase and Bonus Plan;

6.

to ratify the appointment of Deloitte & Touche LLP as independent auditors of the Company for 2004;

and to transact such other business as may properly come before the meeting or any adjournment thereof. We are not
aware of any items of other business to be presented at the meeting.

The Board of Directors has fixed the close of business on March 1, 2004 as the record date for determining the
shareholders entitled to vote at the Annual Meeting. Accordingly, only shareholders of record at the close of business
on that date will be entitled to vote. The Company's transfer books will not be closed.

By Order of the Board of Directors

Louis L. Ainsworth, Secretary

Golden Valley, Minnesota

March 19, 2004
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IMPORTANT: For the Annual Meeting to be legally held, there must be a quorum (majority of the outstanding
shares). Accordingly, you are urged to vote your proxy promptly by Internet or telephone as described in the voting
instructions on the proxy; or date, sign and return the proxy in the enclosed envelope. This will not prevent you from
voting in person if you so desire.
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FOR ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD APRIL 30, 2004

PENTAIR, INC.
5500 Wayzata Boulevard, Suite 800

Golden Valley, MN 55416

March 19, 2004

This proxy statement is furnished in connection with the solicitation of proxies by the Board of Directors (the Board )
of Pentair, Inc. ( Pentair orthe Company ) to be voted at the Annual Meeting of Shareholders of the Company to be
held on Friday, April 30, 2004, or at any adjournment or adjournments of such meeting. Distribution of this proxy
statement and accompanying proxy to shareholders began on or about March 19, 2004.

OUTSTANDING SHARES AND VOTING RIGHTS

At the close of business on March 1, 2004, the record date, there were 49,898,708 shares of the Company s Common
Stock ( Common Stock ) outstanding. Each share of Common Stock entitles the holder to one vote. There is no
cumulative voting for directors.



Edgar Filing: PENTAIR INC - Form DEF 14A

SUMMARY OF PROPOSALS TO BE VOTED ON AT THE MEETING

Unless otherwise directed in the accompanying proxy, the persons named therein will vote FOR the directors and the
other proposals set forth in this Notice of Annual Meeting of Shareholders. As to any other business that may
properly come before the meeting, they will vote in accordance with their best judgment. The Company does not
presently know of any other business.

PROPOSAL 1 Election of Directors

The Board, upon recommendation of the Governance Committee, has nominated four persons as candidates to be
elected as directors at the forthcoming Annual Meeting. William T. Monahan and Karen E. Welke, each incumbent
directors, have been nominated for three-year terms, expiring at the 2007 Annual Meeting. In addition, two persons
were appointed in 2003 to fill vacancies on the Board and have been nominated to stand for election by the
shareholders. David A. Jones has been nominated for a two-year term expiring at the 2006 Annual Meeting of
Shareholders and Glynis A. Bryan has been nominated for a three-year term expiring at the 2007 Annual Meeting of
Shareholders. See pages 6 to 8 for a discussion of this proposal.

The Board of Directors unanimously recommends a vote FOR each director nominee.

PROPOSAL 2 Approval of the Compensation Plan for Non-Employee Directors

The Company is asking shareholders to approve the Pentair, Inc. Compensation Plan for Non-Employee Directors (the

Outside Directors Plan ). The Outside Directors Plan is part of the Company s overall strategy to offer its
non-employee directors a competitive compensation package to enable the Company to attract and retain the highest
caliber of independent directors. The Board, upon recommendation of the Governance Committee, adopted an
amended and restated Outside Directors Plan on February 26, 2004 to be effective May 1, 2004, subject to receiving
shareholder approval. See pages 10 to 11 for a discussion of this proposal.

10
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The Board of Directors unanimously recommends a vote FOR approval of the Compensation Plan for
Non-Employee Directors.

PROPOSAL 3 Approval of the Omnibus Stock Incentive Plan

The Company is asking shareholders to approve an amended and restated Pentair, Inc. Omnibus Stock Incentive Plan
(the Revised Omnibus Plan ). The Revised Omnibus Plan balances the need for a competitive compensation system
that provides appropriate incentives and encourages alignment of employee and shareholder interests with appropriate
restrictive provisions to encourage retention. The Revised Omnibus Plan is an important component of our overall
compensation system, which includes significant performance-based incentives. See pages 23 to 27 for a discussion
of this item.

The Board of Directors unanimously recommends a vote FOR approval of the Omnibus Stock Incentive Plan.

PROPOSAL 4 Approval of the Employee Stock Purchase and Bonus Plan

The Company is asking shareholders to approve the Pentair, Inc. Employee Stock Purchase and Bonus Plan (the
ESPP ). Since 1977, the ESPP has provided an incentive (through the Company matching contribution) for all
employees to become shareholders, thereby encouraging a broad-based alignment with shareholder interests. See

pages 28 to 29 for a discussion of this proposal.

The Board of Directors unanimously recommends a vote FOR approval of the Employee Stock Purchase and
Bonus Plan.

11
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PROPOSAL 5 Approval of the International Stock Purchase and Bonus Plan

The Company is asking shareholders to approve the Pentair, Inc. International Stock Purchase and Bonus Plan (the
ISPP ). Like the ESPP, the purpose of the ISPP is to provide employees of Pentair s international branches and
subsidiaries an opportunity to purchase shares of Common Stock, on comparable terms to those available to U.S.
employees under the ESPP, thereby adding to their incentive to achieve goals increasing shareholder value and further
aligning our employees interests with those of our shareholders. See pages 30 to 31 for a discussion of this proposal.

The Board of Directors unanimously recommends a vote FOR approval of the International Stock Purchase
and Bonus Plan.

PROPOSAL 6 Ratification of the appointment of Deloitte & Touche LLP as independent auditors of the
Company for 2004

Deloitte & Touche LLP, independent certified public accountants, have been the auditors for the Company since 1977.
The Audit and Finance Committee (the Audit Committee ) has selected Deloitte & Touche LLP to continue as the
Company s independent auditors for 2004, and requests that the shareholders ratify such appointment. See page 33 for
a discussion of this proposal.

The Board of Directors unanimously recommends a vote FOR the ratification of the appointment of Deloitte &
Touche LLP.

12
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CORPORATE GOVERNANCE MATTERS

Board Governance

In light of the enactment of the Sarbanes-Oxley Act of 2002, Securities and Exchange Commission ( SEC ) rules
promulgated thereunder and New York Stock Exchange ( NYSE ) rules, in 2002 and 2003, the Board reviewed, revised
and adopted written charters for its Audit Committee, Compensation Committee, Governance Committee and
International Committee, as well as adopting Corporate Governance Principles for the Board. The Company and its
Board continue to be committed to the highest standards of corporate governance and ethics. The Board has further
revised the Corporate Governance Principles for the Board and the charters of these Committees in 2004, which are
attached as Appendices A through E. In 2003, the Board also adopted Pentair s Code of Business Conduct and Ethics
and designated it as the code of ethics for the Company s Chief Executive Officer and senior financial officers in
accordance with SEC rules. Copies of these documents are available on Pentair s website at
www.pentair.com/corp.html.

Independent Directors

The Board has determined that all directors other than Randall J. Hogan, the Company s Chief Executive Officer, are
independent and that none of such directors have a material relationship with the Company, in accordance with the
NYSE rules for independence of directors generally and with categorical standards of independence included in the
Corporate Governance Principles. Charles A. Haggerty has been appointed by the Board as its lead director. As lead
director, Charles A. Haggerty acts as the presiding director for all executive sessions of the independent Board
members. The independent directors met in executive session, without management or Mr. Hogan present, five times
in 2003.

Shareholder Communication with the Board of Directors

Any shareholder who desires to communicate with the Board, non-management directors as a group or any individual
director, including the lead director, may send a letter addressed to the same, c/o Corporate Secretary, Pentair, Inc.,
5500 Wayzata Boulevard, Suite 800, Golden Valley, MN 55416. The Corporate Secretary has been instructed by the
Board to forward such communications directly to the addressee(s).

Committees Of The Board

13
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The Board has four standing committees: the Audit Committee, the Compensation Committee, the Governance
Committee and the International Committee. Other than the International Committee, which meets once or twice a
year, the committees generally hold meetings when the Board meets and additionally as needed. While management
attends each committee meeting, independent directors generally also meet in executive session without management
present.

Audit Committee

Role:

The Audit Committee is responsible, among other things, for assisting the Board with oversight of the Company s
accounting and financial reporting processes and audits of its financial statements, including the integrity of the
financial statements, compliance with legal and regulatory requirements, the independence and qualifications of the
Company s external auditor and the performance of the Company s internal audit function and of the external auditor.

The Audit Committee is directly responsible for the appointment, compensation, terms of engagement (including
retention and termination) and oversight of the work of the external auditor.

Meetings:

The Audit Committee held six meetings in 2003.

Members:

The members of the Audit Committee are Karen E. Welke (Chair), Glynis A. Bryan, David A. Jones and Augusto
Meozzi. All members have been determined to be independent under SEC and NYSE rules.

Report:

The Report of the Audit Committee can be found on page 32 of this Proxy Statement.

Charter:

The Audit Committee Charter is attached as Appendix B and can be found at: www.pentair.com/audit.html.

Financial
Experts:

14
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The Board has unanimously determined that all members of the Audit Committee are financially literate under NYSE
standard and at least one member has financial management expertise. In addition, the Board has determined that
Glynis A. Bryan qualifies as an audit committee financial expert under SEC regulations.

Compensation Committee

Role:

The Compensation Committee is responsible for setting and administering the policies that govern executive
compensation. This includes establishing and reviewing executive base salaries, administering the Management
Incentive Plan and the Executive Officer Performance Plan and administering equity-based compensation under the

Omnibus Stock Incentive Plan. The Compensation Committee also sets the Chief Executive Officer s compensation
based on the Committee s annual evaluation of the Chief Executive Officer s performance.

Meetings:

The Compensation Committee held six meetings during 2003.

Members:

The members of the Compensation Committee are Charles A. Haggerty (Chair), Barbara B. Grogan, Stuart Maitland
and William T. Monahan. All members have been determined to be independent under NYSE rules.

Report:

The Report of the Compensation Committee can be found on pages 14 to 17 of this Proxy Statement.

Charter:

The Compensation Committee Charter is attached as Appendix C and can be found at:
www.pentair.com/compensation.html.

Governance Committee

15
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Role:

The Governance Committee is responsible, among other things, for identifying individuals qualified to become
directors of the Company and recommending to the Board nominees for election at annual meetings of shareholders;
developing and recommending to the Board corporate governance principles applicable to the Company; and
monitoring developments in director compensation and recommending to the Board changes in such compensation as

appropriate. The Governance Committee also oversees the Company s public policy issues and compliance with the
Company s Code of Business Ethics and Conduct.

Meetings:

The Governance Committee held five meetings in 2003.

Members:
The members of the Governance Committee are Barbara B. Grogan (Chair ), Charles A. Haggerty, Stuart Maitland

(since December 2003) and William T. Monahan. All members have been determined to be independent under NYSE
rules.

Charter:

The Governance Committee Charter is attached as Appendix D and can be found at:
www.pentair.com/governance.html.

International Committee

Role:
The International Committee provides oversight of operations of the Company outside North America, and assists

management in formulating growth, development and organizational strategies for the Company s international
business units.

Meetings:

The International Committee held one meeting in 2003.

Members:

16
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The members of the International Committee are Augusto Meozzi (Chair), Barbara B. Grogan, Charles A. Haggerty,
Randall J. Hogan and Karen E. Welke.

Charter:

The International Committee Charter is attached as Appendix E and can be found at:
www.pentair.com/international.html.

Compensation Committee Interlocks and Insider Participation

During 2003, the Compensation Committee was comprised of Charles A. Haggerty (Chair), Barbara B. Grogan, Stuart
Maitland and William T. Monahan. During 2003, none of the members of the Compensation Committee were officers
or employees of the Company and there were no interlock relationships.

PROPOSAL 1: ELECTION OF DIRECTORS

Information About Directors

Board Composition

The Company s By-Laws provide for a Board of 10 members. The Board is divided into three classes with directors
serving three-year terms but with the beginning date for each term staggered so that the term of only one class expires
in any particular year. Vacancies may be filled by the Board or by election at a special meeting of shareholders. Any
director appointed by the remaining directors to fill a vacancy is required to stand for election at the next meeting of
shareholders. There were two such appointments in 2003, both of whom have been nominated to stand for election at
the upcoming meeting.

17
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Directors' Attendance

The Board held eight meetings in 2003. All directors attended at least 75% of the aggregate of all the meetings of the
Board and all of the committees on which they served. The Company encourages, but does not have a policy
requiring, its directors to attend its annual meetings of shareholders. All of the directors attended the annual meeting
in April 2003.

Director Qualifications

The Board is responsible for selecting its own members and recommending them for election by the shareholders.

The Board delegates the screening process involved to the Governance Committee, which recommends to the Board
the names of qualified candidates to be nominated for election or re-election as directors. Recognizing that the
contribution of the Board will depend not only on the character and capacities of the directors taken individually, but
also on their collective strengths, the Governance Committee evaluates candidates in light of a number of criteria.
Directors are chosen with a view to bringing to the Board a variety of experience and backgrounds and establishing a
core of business advisers with financial and management expertise. In addition, the Committee considers persons who
have substantial experience outside the business community, such as in the public, academic or scientific
communities.

In considering possible candidates for appointment or election as a director, the Governance Committee and the Board
are also guided by the following principles:

each director should be chosen without regard to sex, race, religion or national origin;

the Board must maintain at least a majority of independent directors, as required by the Corporate Governance
Principles and the rules adopted by the SEC and the NYSE;

each director should be an individual of the highest character and integrity and have an inquiring mind, vision and the
ability to work well with others;

18
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each director should be free of any conflict of interest which would violate any applicable law or regulation or
interfere with the proper performance of the responsibilities of a director;

each director should possess substantial and significant experience which would be of particular importance to the
Company in the performance of the duties of a director;

each director should have sufficient time available to devote to the affairs of the Company in order to carry out the
responsibilities of a director; and

each director should have the capacity and desire to represent the balanced, best interests of the shareholders as a
whole and not primarily a special interest group or constituency and be committed to enhancing long-term shareholder
value.

In 2002 and 2003, the Governance Committee retained an independent consultant to advise it and to assist it to
conduct a search for qualified candidates for two vacancies on the Board. A number of appropriate candidates were
identified, selected and interviewed by Board and Committee members, based on recommendations from the
consultant. As a result, two directors, Glynis A. Bryan and David A. Jones, were appointed by the Board to fill
vacancies. As noted below, these directors are standing for election at the 2004 Annual Meeting. As a result of the
resignation of one director in

November 2003, there remains one vacancy on the Board. The Governance Committee is engaged in a search to
identify qualified candidates for this vacancy.

Shareholder Nominees

The Governance Committee will consider nominees for director recommended by shareholders, in addition to
identifying candidates through other means. No candidates for director nominations were submitted to the
Governance Committee by any shareholder in connection with the 2004 Annual Meeting. The Company s By-Laws
require that a shareholder give advance notice and furnish certain additional information in order to submit a
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nomination for election as a director. Any shareholder desiring to present a candidate for consideration by the
Governance Committee should send a letter identifying the name of the candidate and summary of such person s
qualifications, along with such other supporting documentation described in Article 1, Section 10 of the By-Laws, to
the Governance Committee addressed c/o Corporate Secretary, Pentair, Inc., 5500 Wayzata Boulevard, Suite 800,
Golden Valley, MN 55416 no earlier than January 8, 2005 and no later than February 2, 2005 for consideration at the
2005 Annual Meeting. A copy of the By-Laws has been filed with the SEC and may be found by searching the
EDGAR archives at www.sec.gov/edgar/searchedgar/webusers.htm. A copy also may be obtained from the Company
free of charge by submitting a written request to the Corporate Secretary, Pentair, Inc., 5500 Wayzata Boulevard,
Suite 800, Golden Valley, MN 55416.

Election of Directors

The Board, upon recommendation of the Governance Committee, has nominated four persons as candidates to be
elected to the Company s Board at the forthcoming Annual Meeting. William T. Monahan and Karen E. Welke, each
incumbent directors, have been nominated for three-year terms, expiring at the 2007 Annual Meeting. In addition,
two persons were appointed in 2003 to fill vacancies on the Board and have been nominated to stand for election by
the shareholders. Glynis A. Bryan has been nominated for a three-year term expiring at the 2007 Annual Meeting of
Shareholders and David A. Jones has been nominated for a two-year term expiring at the 2006 Annual Meeting of
Shareholders. Five directors have terms of office that do not expire at this time and will continue to serve their full
terms. Although there will be one vacancy remaining on the Board following this election, proxies cannot be voted
for a greater number of directors than the number nominated in this proxy statement.

DireEcTORS STANDING FOR ELECTION

For a Two-Year Term Expiring at the 2006 Annual Meeting of Shareholders

David A. Jones, nominee, age 54

Since 1996, Mr. Jones has been chairman and chief executive officer of Rayovac Corporation, one of the world s
leading battery and lighting device companies. From 1996 to April 1998, he also served Rayovac as president. From
1995 to 1996, Jones was chief operating officer, chief executive officer, and chairman of the board of directors of
Thermoscan, Inc. From 1989 to 1994, he served as president and chief executive officer of The Regina Company.
Mr. Jones is also a director of Simmons Company and a director and member of the audit committee of Tyson Foods,
Inc. Mr. Jones was recommended to the Company by the independent consultant retained by the Governance
Committee.

For a Three-Year Term Expiring at the 2007 Annual Meeting of Shareholders
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Glynis A. Bryan, nominee, age 45

Since 2001, Ms. Bryan has been the chief financial officer of APL Logistics, the supply-chain management arm of
Singapore-based NOL Group, a logistics and global transportation business. Prior to joining APL, Bryan spent 16
years with Ryder System, Inc., a truck leasing company, where she held a series of progressively responsible positions
in Finance. In her last assignment, Bryan was senior vice president of Ryder Capital Services, where she led the
development of the firm's capital services business. In 1999 and 2000, Bryan served as senior vice president and CFO
of Ryder Transportation Services. Ms. Bryan was recommended to the Company by the independent consultant
retained by the Governance Committee.

William T. Monahan, director since 2001, age 56

Since November 1995, Mr. Monahan has been Chairman of the Board of Directors and Chief Executive Officer of
Imation Corp., a manufacturer of magnetic and optical data storage media. Mr. Monahan is also a director of
Hutchinson Technology, Inc. and a member of its Compensation Committee.

Karen E. Welke, director since 1995, age 59

Ms. Welke serves as the chair of the Audit Committee. She retired from Minnesota Mining and Manufacturing
Company ( 3M ), a diversified technology company, effective January 2002, after completing a two-year Loaned
Executive commitment to Project Hope, a non-government, non-profit organization dedicated to achieving sustainable
advances in health care around the world. From February 1995 to December 1999, Ms. Welke was Group Vice
President, Medical Markets Group for 3M. Ms. Welke is also a director of Millipore Corporation.

DirecTors ConTINUING IN OFFICE

With a Term Expiring at the 2005 Annual Meeting of Shareholders

Barbara B. Grogan, director since 1996, age 56

Ms. Grogan serves as the chair of the Governance Committee. She is Chairman and President of Western Industrial
Contractors, Inc., a company specializing in machinery erection and installation, which she founded in September
1982. Ms. Grogan was Chairman of the Board of Directors of the Federal Reserve Bank of Kansas City, Denver
Branch, from 1989 to 1994, and currently is a member of the Board of Directors of Deluxe Corporation (through April
2004), Apogee, Inc., Committee for Economic Development, New York City and Volunteers of America, Colorado.
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Stuart Maitland, director since 1999, age 58

Mr. Maitland was Director of Manufacturing Operations for the Vehicle Operations organization at Ford Motor
Company, one of the world s largest automakers, Dearborn, Michigan, from 1996 through October 2001, when he
retired. He joined Ford Motor Company in 1988 and held positions as Plant Manager at Ford s Kansas City Assembly
Plant in Kansas City, Missouri, Twin Cities Assembly Plant in St. Paul, Minnesota and Dearborn Assembly Plant in
Dearborn, Michigan.

Augusto Meozzi, director since 1999, age 64

Mr. Meozzi serves as the chair of the International Committee. Since April 2003, Mr. Meozzi has been a member of
the supervisory board of the ISOLA Group, a world-wide producer of base materials. From October 2002 until April
2003, he was the President and Chief Executive Officer of North American operations and from January 1998 through
September 2002, he was the Chief Operating Officer of the ISOLA Group. From November 1992 to December 1997,
he was Corporate Executive Vice President of the ISOLA Group.

With a Term Expiring at the 2006 Annual Meeting of Shareholders

Charles A. Haggerty, director since 1994, age 62

Mr. Haggerty serves as the chair of the Compensation Committee. He is currently Chief Executive Officer of
LeConte Associates, LLC, a consulting and investment firm. Mr. Haggerty was Chief Executive Officer and
Chairman of the Board of Western Digital Corporation, a maker of hard disc drives, from July 1993 until he retired as
Chief Executive Officer in January 2000 and as Chairman in June 2000. Mr. Haggerty is also a director of Beckman
Coulter, Inc. and Deluxe Corporation.

Randall J. Hogan, director since 1999, age 48

Since January 1, 2001, Mr. Hogan has been the Chief Executive Officer of the Company. Mr. Hogan became
Chairman of the Board on May 1, 2002. From December 1999 through December 2000, Mr. Hogan was President
and Chief Operating Officer of the Company. From March 1998 to December 1999, he was Executive Vice President
and President of the Company s Electrical and Electronic Enclosures Group. From February 1995 to August 1997, he
was President of the Carrier Transicold Division of United Technologies Corporation. Mr. Hogan is also a director of
Unisys Corporation.

The Board of Directors unanimously recommends a vote FOR each director nominee.
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DIRECTORS' COMPENSATION

It is the Company s philosophy that a significant portion of directors compensation should be tied to long-term growth
in shareholder value. Mr. Hogan is not separately compensated for his service as a member of the Board. The
Governance Committee of the Board has engaged an independent consultant to advise it on the compensation program
for Board members. In 2003, non-employee directors were compensated as set forth below.

Annual Retainer

Each non-employee director received an annual retainer of $30,000 ($35,000 for the Chairs of the Compensation and
Audit Committees).

Attendance Fees

For Board meetings, each director was paid $1,500 for personal attendance and $500 for attendance by telephone (or
video conference). For committee meetings, directors were paid $1,000 for personal attendance ($2,000 for
committee chairs) and $500 for attendance by telephone (or video conference) for meetings lasting less than two
hours. The directors were paid $2,000 ($3,000 for committee chairs) for personal attendance and $1,000 for
attendance by telephone (or video conference) for committee meetings lasting longer than two hours.

Deferred Compensation
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Under the current Compensation Plan for Non-Employee Directors, non-employee directors of the Company may
elect to defer payment of all or a portion of their annual retainer and meeting fees in the form of share units. The
value of a share unit is equal to the market value of a share of Common Stock. Share units carry no voting or
investment power. The Company currently matches 25% of the first $750 per month (for a maximum annual bonus of
$2,250) deferred in the form of share units. Currently, a portion of directors fees also may be paid in the form of share
units under the equity compensation provisions of the current plan; however, no such equity compensation was paid to
any director in 2003.

Stock Option Plan

The Outside Directors Nonqualified Stock Option Plan (the Stock Option Plan ) provides for the automatic grant of
options to purchase 5,000 shares of Common Stock to directors who are not employees of the Company. The Stock
Option Plan offers alternative forms of payment of the exercise price including tendering Common Stock. No option
granted under the Plan may extend for a period of more than 10 years from the date of the grant and no option exercise
price may be less than the current market price of Common Stock on the date of award of such option. One-third of
the options granted to each recipient become exercisable on each of the first three anniversaries of the date of grant. If
a director exercises the stock option during the first five years of the option term by tendering Common Stock, the
Company can grant to the director an option ( Reload Option ) to purchase Common Stock equal to the number of
shares tendered. The Reload Option may be exercised during the remaining term of the original stock option period.
The Reload Option exercise price is equal to the market price per share on the date the shares are tendered.

In 2003, each director received an option to purchase 5,000 shares. Eight directors were granted options on February
25, 2003, at an exercise price of $35.45. The two new directors were each granted an option upon joining the Board.
One was issued on September 11, 2003, at an exercise price of $40.42, and the other was issued on November 20,
2003, at an exercise price of $42.00. Each of the options expires 10 years after the date it was issued.

PROPOSAL 2:

APPROVAL OF THE COMPENSATION PLAN FOR NON-EMPLOYEE DIRECTORS

The Pentair, Inc. Compensation Plan for Non-Employee Directors (the Outside Directors Plan ) is part of the
Company s overall strategy to offer its non-employee directors a competitive compensation package to enable the
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Company to attract and retain the highest caliber of independent directors. The compensation package (more fully
described in Directors Compensation on page 9 above) includes a significant component tied to long-term growth in
shareholder value, both in the form of share units issued under the Outside Directors Plan and stock options.

The Company is asking shareholders to approve the Outside Directors Plan. The Board, upon recommendation by the
Governance Committee, adopted the amended and restated Outside Directors Plan on February 26, 2004 to be
effective May 1, 2004, subject to receiving shareholder approval. The Outside Directors Plan as approved will replace
the version of this plan currently in effect. The amended and restated Outside Directors Plan will not become
effective as amended unless approved by the shareholders. If the Outside Directors Plan as amended and restated is
not approved by the shareholders, the Governance Committee will consider alternative means to achieve a competitive
director compensation package.

The Company first adopted a Compensation Plan for Non-Employee Directors in 1986. The Governance Committee
approved the amended and restated Outside Directors Plan to comply with rules issued by the NYSE regarding equity
compensation plans, to clarify administrative procedures, to incorporate prior amendments made since the most recent
restatement and to limit the term of the plan to 10 years. Capitalized terms have the meanings set forth in the Outside
Directors Plan, a copy of which is attached as Appendix F. The following summary description of the Outside
Directors Plan is qualified in its entirety by reference to the attached plan document.

Eligibility

Upon becoming a member of the Board and for each year thereafter, each director who is not an employee of the
Company may elect to defer some or all of his or her fees, including annual retainer and meeting fees. Fees that are
not deferred are paid monthly in cash. The election to defer is made for a full year and must be made before the
beginning of each plan year. Currently, all eight non-employee directors are eligible to participate in the Outside
Directors Plan. In 2003, all but one of the eligible directors elected to defer all or some portion of their compensation
under the Outside Directors Plan currently in effect.

Company Match

A director who elects to defer payment of the Board annual retainer fee receives a matching contribution from the
Company each month of 15% of the amount deferred by the director.

Additional Equity Compensation
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For each plan year, if the total Board retainer, matching contributions and value of options granted under the Outside
Directors Non-Qualified Stock Option Plan do not meet the total compensation figure set by the Board for directors
for such plan year, directors may be granted additional equity compensation, in the form of share units credited to
their accounts under the Outside Directors Plan. The amount of any such equity compensation is payable as
determined by the Board. No additional share units were awarded to directors as equity compensation under this
provision in 2003.

Purchase of Stock

Funds contributed under the Outside Directors Plan are used to purchase shares of Common Stock on the open market.
There is no limit on the number of shares of Common Stock that may be purchased for this purpose. The shares
purchased are not allocated to the directors and the directors do not have the right to vote such shares. The shares are
held by Pentair as an investment to assist the Company to meet its pay out obligations under the Plan as they arise
from time to time.

Distributions

Upon making an election to defer the Board retainer or other fees and before becoming eligible to receive equity
compensation, the director must make an irrevocable election of the time when such compensation will be paid. A
director may elect one or more of the following options: (i) a specific date; (ii) attainment of a specific age; or (iii)
occurrence of an identified event, such as retirement, resignation, death, disability or another event approved by
Pentair. Deferred compensation and equity compensation must be distributed in shares of Common Stock. For equity
compensation, the

10

director also may select a pay-out schedule from the following options: (i) a single lump distribution; (ii) distributions
in five equal annual installments; or (iii) distribution in 10 equal annual installments.

Term; Amendments and Termination

The term of the Plan is 10 years from the effective date of May 1, 2004. The Board has the power to amend or
terminate the Outside Directors Plan, but it cannot affect rights of directors or former directors accrued through the
date of such amendment or termination without their consent. Current NYSE rules also require shareholder approval
of any other changes that would materially amend the Outside Directors Plan.
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Change in Control

If a Change in Control (as defined in the Company s Key Executive Employment and Severance Agreement, effective
August 23, 2000) occurs, a director or former director is entitled to receive any remaining Plan benefits in a cash lump
sum on the first business day of the third calendar month following the calendar month in which the Change in
Control occurs, except that, for directors who remain in office on the date of the Change of Control, the lump sum is
payable on the first business day of the third calendar month following the calendar month in which such director
leaves office. A director or former director may elect to forego the lump sum payment in which event payments to
such director continue in accordance with the elections previously made by the director in accordance with the Plan.
Upon a Change in Control, share units are converted into a deferred compensation account that is credited with a
dollar amount using the value of the share units immediately before the Change in Control becomes effective. The
deferred compensation account is credited with interest at a rate equal to the greater of 7% and the large corporate
under-payment interest rate  as set forth in the Plan.

New Plan Benefits

The Company cannot currently determine the number of shares of Common Stock that may be purchased under the
Plan in the future.

The Board or Directors unanimously recommends a vote FOR approval of the Compensation Plan for
Non-Employee Directors.

11

SECURITY OWNERSHIP OF MANAGEMENT AND BENEFICIAL OWNERSHIP

The following table contains information concerning the beneficial ownership of Common Stock as of March 1, 2004
by each director, by each executive officer listed in the Summary Compensation Table, by all directors and executive

officers as a group and, as of December 31, 2003, by each person known to the Company to beneficially own more
than 5% of its Common Stock.
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Right to

Acquire Percent
Name of Beneficial Common Share within  Restricted ESOP of
Owner Stock®  Units® 60 days©  Stock@  Stock(® Total Class®
Louis L. Ainsworth 34,201 93,851 13,083 678 141,813
Glynis A. Bryan 107 107
Richard J. Cathcart 39,678 149,414 19,934 1,821 210,847
Barbara B. Grogan 2,500 18,823 14,131 35,454
Charles A. Haggerty 19,200 23,885 14,131 57,216
David D. Harrison 47,449 129,792 25,496 310 203,047
Randall J. Hogan 129,930 412,194 82,697 383 625,204 1.3%
David A. Jones 499 499
Stuart Maitland 5,000 8,027 11,581 24,608
Augusto Meozzi 200 11,369 10,281 21,850
William T. Monahan 500 6,968 8,331 15,799
Michael V. Schrock 28,762 78,843 29,503 383 137,491
Karen E. Welke 5,965 16,453 14,131 36,549
Directors and executive
officers
as a group (16 persons) 335,601 86,131 977,194 207,314 6,766 1,613,006 3.2%
(a)

Unless otherwise noted, all shares are held either directly or indirectly by individuals possessing sole voting and
investment power with respect to such shares. Beneficial ownership of an immaterial number of shares held by
spouses and children has been disclaimed in some instances. Amounts listed do not include 471,570 shares held by
the Pentair, Inc. Master Trust for various pension plans of the Company and its subsidiaries. The Trust Investment
Committee of such Master Trust includes Randall J. Hogan, David D. Harrison and one other member of senior
management. Although these individuals could be deemed under applicable Securities and Exchange Commission
rules to beneficially own all of the shares held by these Plans because of their shared voting and investment power
with respect to those shares, they disclaim beneficial ownership of such shares.

(b)

Represents share units paid under the Compensation Plan for Non-Employee Directors as to which the beneficial
owner has no voting or investment power.

()
Represents stock options exercisable within 60 days from March 1, 2004.
(d)

Restricted shares issued pursuant to incentive plans as to which the beneficial owner has sole voting power but no
investment power.

(e
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Represents shares owned as a participant in the Pentair Retirement Savings and Stock Incentive Plan ( Pentair ESOP ).
As of March 1, 2004, Fidelity Management Trust Company ( Fidelity ), the Trustee of the Pentair ESOP, held
2,346,432 shares of Common Stock (4.7%). Fidelity disclaims beneficial ownership of all shares. The Pentair ESOP
participants have the right to direct the Trustee to vote their shares although participants have no investment power

over such shares. The Trustee, except as otherwise required by law, votes the shares for which it has received no
direction from participants, in the same proportion on each issue as it votes those shares for which it has received
voting directions from participants.

®

Less than 1% unless otherwise indicated.
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COMPARATIVE STOCK PERFORMANCE GRAPH

The following graph sets forth the cumulative total shareholder return on the Common Stock for the last five fiscal
years, assuming the investment of $100 on December 31, 1998 and the reinvestment of all dividends since that date to
December 31, 2003. The graph also contains for comparison purposes the S&P 500 Index and the S&P MidCap 400
Index, assuming the same investment level and reinvestment of dividends.

By virtue of its market capitalization, Pentair is a component of the S&P MidCap 400 Index. On the basis of the
Company s size and diversification of businesses, a readily identifiable peer group has not been found. The Company
believes the S&P MidCap 400 Index is an appropriate comparison. The Company has evaluated other published
indices, but has determined that the results are skewed by significantly larger companies included in the indices. The
Company believes such a comparison would not be meaningful.

Comparison of Five-Year Cumulative Return

Fiscal Year Ended December 31
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Base
Period
Dec98

100
100
100

Years Ending

Dec99 Dec00

98.21 62.96
121.04 110.02
114.72 134.81
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Dec01
97.18
96.95

133.99

Dec02
93.74
75.52

114.54

Dec03
126.61

97.18
155.34

Executive Compensation

REPORT OF THE COMPENSATION COMMITTEE
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Committee Role

The Compensation Committee (the Committee ) is responsible for setting and administering the policies that govern
executive compensation. This includes establishing and reviewing executive base salaries, administering the
Management Incentive Compensation Plan and administering equity-based compensation under the Omnibus Stock
Incentive Plan. The Committee also sets the Chief Executive Officer s compensation based on the Committee s annual
evaluation of the Chief Executive Officer s performance. Reports of the Committee s actions and recommendations are
reviewed with the full Board. The Committee is composed entirely of independent, non-employee directors.

On February 26, 2004, the Committee revised its Charter, which is attached as Appendix C to this Proxy Statement, to
comply with NYSE rules. The Board considers all of the members of the Committee to be independent in accordance
with the SEC and NYSE standards for independence of directors generally.

The purpose of this report is to summarize the philosophical principles, specific program elements and other factors
considered by the Committee in making decisions about executive compensation.

Pentair's Compensation Philosophy

The principles guiding the executive compensation program are designed to ensure an appropriate linkage between
executive compensation and creation of shareholder value and provide a framework for making pay decisions. The
specific objectives include:

to motivate and reward executives for the achievement of financial and strategic objectives at a superior level and the
creation of long-term shareholder value;

to encourage innovation and growth;
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to recognize outstanding performance;

to attract and retain top-quality executives and key employees by providing competitive compensation opportunities;

to encourage broad-based employee stock ownership; and thereby

to align management and shareholder interests to foster a shared sense of direction, ownership and commitment.

Comparative Framework

The Committee has established external competitive benchmarks for each element of compensation that it believes
supports the guiding principles outlined above. The market for assessing compensation is defined as general
manufacturing companies with revenue comparable to the Company (revenues of approximately $1B - $5B) and a
group of specific comparator companies (the Comparator Group ). These companies have been identified by the
Committee and its compensation consultant and include business competitors of the Company or its business units,
similarly structured broadly diversified organizations, and competitors for executive talent.

In making its recommendations to the Board concerning executive officer compensation, the Committee annually
reviews and evaluates the Company s performance and the compensation and equity ownership of its executive
officers. In conducting the review for 2003, the Committee considered comparative data prepared by Mellon Human
Resources & Investor Solutions, the Committee s outside consultant for executive compensation.

Comparative data was obtained from a number of sources, including proxy statements, publicly available information
and surveys by consulting firms. The comparative data was used to determine appropriate compensation levels
relative to the Company s target pay position objectives.
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The Committee s target pay objectives are as follows:

Base salary focusing on the market value of each job, the executives base salary ranges are targeted at the50
percentile of the Comparator Group.

Annual incentives reinforcing the need to successfully achieve annual business success, bonus opportunities under the
Management Incentive Plan ( MIP ) or the Executive Officer Performance Plan ( EOPP ) are intended to provide
competitive total cash compensation (base salary plus annual incentives) based on the achievement of performance
goals at the Company or business unit level. If the Company attains its targeted performance goals, total cash
compensation levels will be approximately halfway between the 50t and 75t percentiles of the Comparator Group. If
the Company attains superior performance levels, total cash compensation will exceed the 75t percentile of the
Comparator Group.

Long-term incentives emphasizing compensation that is tied to building and sustaining the Company s value through
stock performance over time, opportunities provided under the long-term incentive program are targeted to fall
between the 50t and 75t percentiles of ongoing long-term incentive values of the Comparator Group. If Company s
stock attains superior performance levels, ongoing long-term incentive values will exceed the 75™ percentile of the
Comparator Group.

Employee and executive benefits  benefit levels will reflect competitive market levels.

Program Elements
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Base salaries the Company has developed base salary ranges specific to each executive based on the market value of
the position. Based on various factors, including individual performance, experience and level of responsibility, the
executive s salary is established within the range of 20% of the midpoint.

Annual incentive compensation plan executives are eligible for annual performance-based cash awards under the
Company s MIP or EOPP. Participants are eligible for cash bonuses depending on position and level/scope of
responsibility in the organization. The Compensation Committee has the sole discretion to determine in which plan
eligible employees will participate. No employee may participate in both the MIP and the EOPP for the same
performance period.

Actual awards are paid in cash following the final audit of the year s performance and approval by the Compensation
Committee. All executive awards are calculated individually by comparing actual performance against
pre-established goals and weighting each goal in accordance with the MIP or EOPP. The plan is designed to be
self-funded through performance improvements and awards generally are not paid to business units that are not
profitable. Participants can elect to defer all or a part of their payout. The Compensation Committee has the
discretion to increase (MIP only) or decrease (MIP and EOPP) awards, which it can use to better accomplish the
objectives of the MIP and EOPP.

o

MIP MIP awards are based on actual performance against four performance measures: Revenue Growth, Free Cash
Flow, Return On Invested Capital ( ROIC ) and individual goals tied to Strategy Deployment initiatives. The weighting
of the four measures varies by business unit and grade level to reinforce corporate goals, strategies, line-of-sight
responsibilities and the performance expectations of each unit. The target performance goals represent aggressive
performance targets that are reviewed and approved by the Compensation Committee at the start of each Plan year.

o

EOPP EOPP awards are based on five performance measures: Revenue Growth, Free Cash Flow, ROIC, Earnings
Before Interest, Depreciation and Amortization ( EBITDA ) and Strategy Deployment initiatives (development and
execution of long term strategies). If the EBITDA performance threshold is met, participants are then evaluated on
their achievement of Strategy Deployment initiatives. The Chief Executive Officer was the only participant in the
EOPP in 2003.
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Long-term incentives to encourage ownership in the Company and to align executives interests with those of
shareholders, the Company provides equity grants under the Omnibus Stock Incentive Plan. Specifically, long-term
incentive compensation is awarded in the form of stock options and restricted stock.

On an annual basis, individual grant levels are established based on market values of the Comparator Group. For
2003, the target grant approximates halfway between the market 50t and 75t percentiles. Each executive s long-

15

term target incentive grant value has an associated minimum and maximum award equal to 80% and 120% of the
target, respectively. The Compensation Committee determines the actual grant (within 20% of target range) for the
CEOQO, and approves grant levels for other executive officers.

Actual awards are allocated between stock options and restricted stock. Approximately two-thirds of the total award
value is targeted to be delivered in the form of stock options, with the number of options determined using the
Black-Scholes value of the stock price on the date of grant. Options vest over three years, in equal annual
installments. The remaining portion of the total award value is targeted to be delivered in the form of restricted stock,
with the number of shares based on the stock price on the date of grant. The restricted shares vest in one-half
increments, on the third and fourth anniversaries of the date of grant.

Stock Ownership Guidelines

The Committee has established stock ownership guidelines for executive officers and other key employees to motivate
them to become significant shareholders and to further encourage long-term performance and Company growth. The
Committee determined that, over a period of no less than five years from appointment, key employees should
accumulate and hold Company stock equal to a multiple of base salary as follows:

Stock Ownership Guidelines

Executive Level (as a multiple of salary)
Chief Executive Officer At least 3x base salary
Senior Corporate Officers 2-3x base salary

Corporate Officers and Subsidiary Presidents 1-2x base salary
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The Committee considers making incentive grants of restricted stock based on the increase in ownership during the
preceding year. These grants (made under the current Omnibus Stock Incentive Plan) vest in one-half increments on
the third and fourth anniversaries of the grant. The size of the grant is equal to 10% of the increase in Common Stock
owned by the individual during the year if the annual ownership target is met, but limited to 10% of the targeted
ownership level if the targeted ownership level has been achieved. For 2003, restricted share awards of 5,666 shares
of Common Stock were granted under these guidelines to nine key employees.

Compensation of the Chief Executive Officer

The base salary, annual bonus and long-term equity incentives paid to Mr. Hogan in 2003 were generally determined
in accordance with the guidelines described above, and his compensation is comprised of the same general elements

as for all executive officers. The Compensation Committee has a formal rating process for evaluating the performance
of the CEO. The rating process includes a self-evaluation rating by the CEO, along with an evaluation and rating
(with commentary) from all directors. The Chairman of the Committee provides a consolidated rating report and
chairs a discussion with the Board members without the CEO present. From that discussion, the performance rating is
finalized and the Committee Chair reviews the final rating results and commentary with the CEO. This is then used as
the basis of a personal development plan for the CEO for the following year.

Base Salary

Mr. Hogan s base salary was $755,000 as of January 1, 2003, in accordance with the Committee s guideline of
establishing the CEO s base salary at the 50th percentile for companies of a comparable size as projected based on
2002 performance. This resulted in a 9% increase in Mr. Hogan's base salary over 2002.

Bonus

Mr. Hogan s bonus was determined under the EOPP. During 2003, Mr. Hogan was the only officer participating in the
EOPP. EOPP awards are determined based on a participant s bonus opportunity, a corporate performance factor and a
rating for achievement of Strategy Deployment initiatives once the EBITDA threshold is met. For 2003, the

maximum individual bonus for Mr. Hogan was $3,500,000. In administering the EOPP and in establishing bonus
awards thereunder, the Committee does not have the discretion to pay participants more than the bonus amount
indicated by the pre-established goals. The Committee has the discretion and flexibility, however, based on its
business judgment, to reduce this amount.

For 2003, the EOPP measured performance in the same categories as those described for the MIP above, except that
an EBITDA threshold must be met before consideration of the Strategy Deployment initiatives. The Compensation
Committee assigns to each performance measure a weighting to reinforce corporate goals, strategies and
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opportunities. In accordance with the terms of the EOPP, Mr. Hogan earned with respect to 2003 a bonus equal to
$1,119,023, which was

16

paid in cash. The bonus was paid in 2004 following final calculation of the amount and approval by the
Compensation Committee.

Long-Term Equity Incentives

The Committee computed Mr. Hogan s grants in 2003 under the current Omnibus Stock Incentive Plan based on the
average of the 50th and 75th percentile of comparable grant practices at comparable companies. The award was
delivered in a combination of 27,000 restricted shares and 119,100 stock options.

Changes in Certain Compensation Plans

Overview

The Compensation Committee periodically reviews the methods and formulas for determining and paying executive
compensation to ensure they are aligned with the Company s compensation philosophy. For 2004, the Company
revised the Omnibus Stock Incentive Plan, the Employee Stock Purchase and Bonus Plan and the International Stock
Purchase and Bonus Plan, which the Company is asking shareholders to approve. These changes are borne out of
practical and market-based considerations driven by the Committee s stated compensation philosophy, current plan
design and current market pay levels and as evaluated against comparable programs in the marketplace. Over the past
three years, the Compensation Committee has refined its processes and practices to correlate compensation for
executives with the Comparator Group. The Committee adheres to the following practices in making compensation
decisions, thereby limiting the amount of discretion the Committee chooses to exercise:

the Committee s compensation philosophy governs the Company s compensation programs;
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the Committee follows the methods of determining incentive grants outlined below (see pages 23 to 27) and in the
Omnibus Stock Incentive Plan as proposed (see Appendix G); and

independent consultant reports establish parameters for executive pay decisions.

Outline of Plan Changes

Omnibus Stock Incentive Plan changed annual individual award limits to 750,000 on stock options, 500,000 on
restricted stock and $3,000,000 on performance awards; established three-year restricted stock and option time-vesting
minimums, which currently exceed the stated minimums under the plan as written with a limit of 20% restricted
shares; gave the Compensation Committee discretion to permit deferral of stock-based awards and transfer of vested
stock-based compensation for estate planning purposes.

Employee Stock Purchase and Bonus Plan added 10 year term and restated to include prior amendments.

International Stock Purchase and Bonus Plan added 10 year term and restated to include prior amendments.

Compliance with Internal Revenue Code Section 162(m)

Section 162(m) of the Internal Revenue Code generally disallows a tax deduction to public companies for
compensation over $1 million paid to a corporation s Chief Executive Officer and the four other most highly
compensated officers. Performance-based compensation that has been approved by shareholders, however, is
excluded from the $1 million limit if, among other requirements, the compensation is payable only upon attainment of
pre-established, objective performance goals and the Board committee that establishes such goals consists only of

outside directors (as defined under Section 162(m)). All members of the Compensation Committee qualify as outside
directors.
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The Company s policy is to maximize the deductibility of executive compensation so long as the deductibility is
compatible with the more important objectives of retaining executives and maintaining competitive and motivational
performance-based compensation.

Compensation Committee

Charles A. Haggerty, Chair
Barbara B. Grogan
Stuart Maitland

William T. Monahan

17

EXECUTIVE COMPENSATION

Summary Compensation Table

The following table sets forth the cash and noncash compensation awarded to or earned by the Chief Executive
Officer of the Company and the four other highest paid executive officers of the Company whose salary and bonus
earned in 2003 exceeded $100,000.

Name and

Principal Position

Annual Compensation Long-Term Compensation

Awards Payouts
Other Restricted All Other
Annual Stock Compen-sation
Compen- Awards® Securities LTIP
Underlying Payouts $©

Salary Bonus® _sation® % Options@®

%
Year % %)
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Randall J. Hogan 2003

Chief Executive 2002
Officer
2001

Richard J. Cathcart 2003
President and Chief 2002

Operating Officer, 2001
Water

Technologies
Segment

David D. Harrison 2003

Executive Vice 2002
President,

Chief Financial 2001
Officer

Michael V. Schrock 2003
President and Chief 2002
Operating Officer, 2001

Enclosures Segment

Louis L. Ainsworth 2003

Senior Vice 2002
President

and General 2001
Counsel;
Secretary

(a)

Edgar Filing: PENTAIR INC - Form DEF 14A

755,000
692,500

625,000

388,000
374,750
365,000

390,000
376,250

365,000

350,000
318,125
273,854

315,000
302,850

296,400

1,119,023

692,500

403,125

375,000
167,752
75,920

302,047
227,514

172,501

341,582
135,566
71,275

179,191
162,782

48,165

1,034,309

133,135

1,766,772

244,580
14,803
574,936

400,696
28,939

476,637

259,327
9,659
188,486

181,896

251,453

119,100
148,994

174,000

50,081
34,000
48,000

44,000
39,494

45,000

32,000
34,000
38,500

23,627
28,494

28,500

199,295
125,126

164,962

102,486
89,203
115,900

96,267
8,667

12,621

60,936
54,705
59,108

59,181
52,009

65,983

13,050
9,126

8,856

14,295
12,478
12,107

16,711
12,709

11,129

15,261
10,814
14,332

13,880
9,879

8,595

Represents cash bonuses accrued by the Company for the year even if paid after December 31. Any portion of a bonus

paid in restricted shares is included in the Restricted Stock Awards column.

(b)

Other annual compensation includes perquisites and other personal benefits, securities or property. Disclosure is
required only if the amount exceeds the lesser of $50,000 or 10% of the total annual salary and bonus reported for the
named executive officer. Information has been included only for those named executive officers who have met the

reporting threshold.

(©)
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The restricted stock awards reflected in the table were made pursuant to the Company s executive compensation
programs, including any restricted stock portion of a bonus earned in 2003. Restricted stock awards are subject to
vesting as determined by the Committee. The value of restricted stock awards reflected in the table is based on the
closing market price of the Common Stock on the date of grant. As of December 31, 2003, the following restricted
stock awards (not yet earned) were held by each of the named executives (based on the December 31, 2003 closing
price of $45.70): Hogan 67,300 shares or $3,075,610; Cathcart 17,300 shares or $ 790,610; Harrison 17,978 shares or
$821,595; Schrock 23,984 shares or $1,096,069; Ainsworth 8,865 shares or $405,131. Holders of Restricted Stock are
entitled to receive dividends paid on such shares.

18

(d)

Option grants in 2003 included options for an aggregate of 18,708 shares granted to Cathcart and Ainsworth as Reload
Options.  See footnote (a) to Option Grants in 2003 Table below.

(e

Includes Company contributions to the Retirement Savings and Stock Incentive Plan, RSIP Sidekick Plan and the
Employee Stock Purchase and Bonus Plan and life insurance premiums paid by the Company on behalf of the named
executive officer.

®

This amount reflects the value of benefits provided under the Flexible Perquisite Program.

€9)

Includes relocation expenses of approximately $32,991 and the balance of this amount reflects the value of benefits

( Flexible Perquisite Program Benefits ) provided under a flexible perquisite program available to certain executives for
the reimbursement of certain business-related expenses, including automobile expenses, membership fees and
professional fees (including tax preparation costs). The program includes an annual benefit of up to $20,000, plus a
one-time benefit of up to $50,000 for certain membership fees.

(h)

Includes relocation expenses of approximately $120,452 and the balance of this amount reflects the value of Flexible
Perquisite Program Benefits.

Stock Options
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The following tables summarize option grants to and exercises by the Chief Executive Officer and the executive
officers named in the Summary Compensation Table above during 2003, and the values of the options held by such
persons at the end of 2003. Option grants shown in the table below include both incentive stock options and
non-qualified stock options.

Option Grants in 2003

% of Total

Number of Options Potential Realizable Value
Securities Granted to at Assumed Annual Rates of

Underlying Employees Stock Price Appreciation

Options in Fiscal Exercise Expiration for
Name Granted®
2003 Price Date Option Term
5%
— 10%

Randall J. Hogan 119,100 14.40%  $34.94  01/02/2013 $2,617,053  $6,632,127
Richard J. Cathcart 32,000 3.87% $34.94  01/02/2013 $ 703,154  $1,781,932
18.081 2.19% $40.26  01/02/2011 $ 318768 $ 751.905
50,081 6.06% $1,021,922  $2,533,837
David D. Harrison 44,000 532%  $34.94  01/02/2013 $966,837  $2,450,156
Michael V. Schrock 32,000 3.87%  $34.94  01/02/2013 $703,154  $1,781,932
Louis L. Ainsworth 23,000 2.78%  $34.94  01/02/2013 $505,392  $1,280,764
627 0.08%  $43.53 01/02/2011 $ 11737 $_27.601
23,627 2.86% $517,129  $1,308,365

(a)

Generally one-third of each grant becomes exercisable on each of the first three anniversaries of the date of grant. The
exercise price for the options granted was the closing market price of the Common Stock as of the date of grant.

Stock options can be granted for terms up to 10 years. If the employee exercises the stock option during the first five
years of the option term by tendering Company common shares owned by that employee, the Committee can grant to
the employee an option ( Reload Option ) to purchase common shares equal to the number of shares tendered. The
Reload Option may be exercised during the remaining term of the original stock option period. The Reload Option
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exercise price is equal to the market price per share on the date the shares are tendered.

19

Aggregate Option Exercises in 2003 and Value at End of 2003

Number of
Securities Value of
Underlying Unexercised
Unexercised In-the-Money
Options at Options
atEnd of 2003 End of 2003
Shares Acquired Value Exercisable (E) Exercisable (E)
Name on Exercise Realized Unexercisable (U)  Unexercisable (U)
Randall J. Hogan E 265,994 E $3,719,870
U 274,100 U $3,524,717
Richard J. Cathcart 31,999 $560,302 E 111,415 E $ 928,724
U 70,667 U $ 924,660
David D. Harrison E 83,494 E $1,047,394
U 95,000 U $1,150,764
Michael V. Schrock E 59,999 E $ 665322
U 67,501 U $ 765,535
Louis L. Ainsworth 1,200 $ 24936 E 74,254 E $ 851,796
U 49,167 U $ 622,226

Retirement Benefit Plans

The Company maintains a tax-qualified defined benefit pension plan covering certain non-bargaining, salaried U.S.
employees and an excess benefit plan covering certain highly-paid employees. Benefits under each plan are based on
a participant s high five-year average eligible earnings, which generally include salary and bonus.
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The Company maintains an unfunded, nonqualified Supplemental Executive Retirement Plan (SERP) for corporate
officers and subsidiary presidents. The annual retirement benefit, expressed as a lump sum, is equal to the pr