


To Our Stakeholders

A s we embarked on 2005, our mission was clear,
our plans specific, and our resolve unwavering
on the promises made to our key stakeholders:
to create a better, more effective company and to
deliver financial results consistent with our longer-
term objectives. And yet 2005 presented us with
unprecedented economic challenges, proving once
again the age-old axiom that the only constant in
business is change.

For Acuity Brands, to say that 2005 was a
year of profound challenge and change would
be an understatement. As | wrote to you a year
ago, “At Acuity Brands, our mission is to take
good companies and make them great.” Great
companies create exceptional shareholder value
by delivering profitable growth and consistent
upper quartile performance, superior customer
satisfaction, and excellence in everything they do,
by having a team-oriented desire to be the best.
Achieving these outcomes continues to be our
priority; nevertheless, our financial results in
2005 were disappointing. We believe that these
financial results do not fully reveal the extent to
which rapidly evolving market conditions impacted
our businesses, do not give a clear picture of
just how well our 10,000 associates world-wide
responded to those ever-changing dynamics, and,
most importantly, do not convey the progress
we made in becoming a “better,” more effective
company. The purpose of this letter is to give you
deeper insight into our activities and accomplish-
ments in 2005, our vision for the future, and the

basis for our confidence that the actions we are
taking will transform Acuity Brands from a good
company to a great company.

2005 RESULTS

We entered 2005 with an expectation of delivering
positive financial performance. Our results for the
year fell well short of our expectations in certain
key areas, particularly in earnings growth and
operating profit margin. Overall, net sales edged
up a respectable 3% in 2005 to $2.2 billion due
primarily to price increases as both Acuity Brands
Lighting (ABL) and Acuity Specialty Products
(ASP) responded to unprecedented cost pressures.
Diluted earnings per share declined to $1.17 from
$1.56 reported in 2004. The decline was precipi-
tated by three factors:

1) Unprecedented increases in costs, primarily
raw materials and components that were
up over $75 million;

2) The collective effects of a decline in unit

volume sales in our primary end market,
non-residential construction; and

3) A $23 million pretax charge for a reduction
in workforce as part of our ongoing efforts
to properly structure our organization.

Our organization did an extraordinary job
in responding to the challenges of managing
unrelenting increases in costs while confronting
sluggish demand in certain key markets. While
we passed along much of the rising costs through
higher selling prices, our price increases lagged
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the rise in material costs, creating a drag on profits
and margins. Non-residential construction, a core
market for us, declined for the sixth year in a row,
confounding industry experts who again predicted
an acceleration in demand in 2005. The decline
significantly encumbered our ability to fully leverage
our supply chain capabilities. As a consequence,
we made a very difficult decision in February to
more properly size and streamline our business
structure based on market conditions. This resulted
in a special charge for the expected reduction of
approximately 10% of our workforce. We have a
great deal of empathy for our fellow associates
impacted by this decision and have provided them
with appropriate transition assistance. However,
these actions were necessary to create a leaner,
more efficient organization that is better con-
nected to the customer, more nimble in its
decision-making processes, and more cost effec-
tive. These actions will allow Acuity Brands to be
more capable of delivering profitable growth in
the future.

Despite the disappointing earnings results,
the Company dramatically improved its financial
position in 2005. We generated $137 million in
cash flow from operations, up 21% from the year-
ago period, while funding $33 million in capital
expenditures and paying dividends of $26 million
to shareholders. Our debt position of $372 million
consisted primarily of fixed-rate, longer-term obli-
gations, while our cash position swelled to almost
$100 million by the end of August 2005. As a con-
sequence, debt net of cash declined $108 million,
or 28%, in 2005 to $274 million at year-end, pro-
viding us with the best financial flexibility we have
enjoyed in our short history as Acuity Brands.

We are a results-driven organization and take no
comfort in offering explanations for our earnings
shortfall. However, it is true that sometimes a
company’s earnings are a lagging indicator of its
true momentum. Looking beyond the numbers,
we accomplished a great deal in 2005, rising to
the challenges of a very competitive marketplace
and streamlining many business processes that
served to enhance our transactional capabilities
and effectiveness.

We committed in 2004 to a long-term journey
of distinguishing ourselves in three mission-critical
areas we refer to as the “3 C’s™

» Providing unparalleled customer service;
« Pursuing world-class cost efficiency by

eliminating non-value added activities
and transactional costs; and

< Creating a culture that demands excellence
in everything we do through continuous
improvement.

In each of these areas, we significantly enhanced
and strengthened our capabilities in 2005, thereby
creating a stronger, more effective organization.

Customers: Our focus is to deliver a competi-
tively superior value proposition to our more than
300,000 customers throughout the world. We made
great strides in enhancing the customer experience
by improving our delivery capabilities and continu-
ing to introduce new and innovative products. Our
clear objective is to fulfill each customer’s order by
delivering on time, complete, every time, without
a defect in the product or an error in the process,
and to do so faster and more cost-effectively than
our competition. The ability to provide this level of
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unprecedented service in each of our core markets
would be profound and industry-changing. We
have established and closely monitor key metrics
that measure our progress in these service areas.
For example, we significantly enhanced the cus-
tomer experience at ABL by dramatically improving
our on-time service. While there is room for con-
siderable improvement, we have reduced our late
backlog to customers by over 80% to historical lows.
Another goal was to augment the breadth and
depth of our industry-leading product offering
with a new product development and service cre-
ation capability that is without equal. Overall, we
excelled in bringing to market in 2005 new and
innovative products and services incorporating
technology and features that lead the industry,
and we improved our development processes that
enhance our speed to market for new products.
For example, at ABL, the leading company in
the commercial lighting industry, we introduced
more than 200 new product platforms and strate-
gic product line extensions marketed under 10
primary brands. At Lithonia Lighting, we intro-
duced the RT5™, a revolutionary breakthrough
lighting fixture for the indoor specification mar-
ket, the largest in North America, which will
transform how interior workspace is illuminated.
At Holophane, we introduced numerous prod-
ucts including ISD SuperGlass™, a reflector with
dramatically more efficient prismatic qualities for
the warehouse and industrial markets. Both the
RT5 and SuperGlass incorporate innovative and
proprietary technology that creates much more
effective lighting output while allowing the
customer to use substantially less energy. These
products were recognized among the industry’s

best at the most recent Light Fair International
trade show. Similarly, at ASP, we introduced more
than 160 new products in 2005, including 50 that
were formulated to meet more stringent environ-
mental standards for VOC emissions in several
states. Our capability to specially formulate prod-
ucts to meet customers’ exacting requirements, a
core strength at ASP, continued to win us busi-
ness in 2005. For example, Zep’s Big Orange™
degreaser was approved by the U.S. Coast Guard as
the product of choice for use in the removal of oil
from all vessels entering or exiting the
Philadelphia harbor.

Also in 2005, we implemented a process to
more directly link the needs of our customers
to our market and product development strategies.
While we are in the early stages of implementation,
we expect that this “outside-in” process will enhance
our ability to respond to changing market condi-
tions and to more rapidly bring innovation and
technology to our customers.

Cost: We made tremendous progress in
reducing our overall cost structure in 2005. This
was accomplished by introducing and training
our associates in new techniques that are very
effective at eliminating waste and non-value
added activities in our transactional processes
while advancing our customer service capabilities.
Two years ago at Lithonia Lighting, we commenced
a journey to reduce our production costs. This
included the closure of eight facilities to date,
impacting over 50% of our product lines. In 2005,
we reduced our conversion cost by approximately
11% and, in the process, dramatically improved
service to our customers at Lithonia Lighting by
reducing late backlog as noted above. In addition,
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by accelerating our ongoing restructuring program
announced in February, we were able to reduce
consolidated overhead expense by $13 million
in 2005 and we are on our way to an annualized
goal of $50 million by the middle of fiscal 2006.
Culture: All great companies have a competitive
edge and an unrelenting passion to always be the
very best. In 2005, we embarked on a path of change
and a recommitment to delivering the kind of
value that makes the brands of Acuity Brands the
leaders in their industries. We live in a world of
constant change occurring at speeds unthinkable
only a few short years ago. And yet at Acuity Brands,
we are not only learning to better manage change,
we are the drivers of change. It is a deep and rich
part of our culture that we are competitive, entre-
preneurial winners. We have invested considerable
resources on training our organization to deploy
lean systems and on providing associates with new
techniques and more advanced tools to drive
improvements in our customer-facing business
processes, product development, and supply chain.
By arming our associates with these capabilities,
we enable them to manage and thrive on change.
| get excited about what we are doing when | see
first-hand the sense of enthusiasm, accomplish-
ment, and empowerment of associates who deploy
these toolsets to challenge the “old ways” to gener-
ate new ideas and improve performance in a very
short period of time. These techniques and tools,
which are part of a comprehensive, holistic busi-
ness system, are aligning our strategy and tactics
from the boardroom to the shop floor and from
our vendors to our customers; and in the process,
are eliminating non-value added activities while
providing greater value to all key stakeholders.

While we have a very long way to go to be consid-
ered world class, our progress to date has been
very encouraging.

At Acuity Brands, we aspire to be a substantially
larger, more diversified organization capable of
delivering consistent upper quartile performance
to our shareholders. Today, Acuity Brands Lighting
and Acuity Specialty Products are leaders in their
respective industries, and yet there remains plenti-
ful opportunity for substantial profitable growth
that will allow Acuity Brands to achieve its long-
term objectives. We see a bright future full of
potential for Acuity Brands. So the question is,
“What must we do to fully realize that potential?”
First and foremost, we must continue to focus
on improving our competitive position by having
the courage to drive positive change. This means
that we must confront our challenges head-on and
take aggressive and necessary actions to drive future
performance if we are to succeed in a rapidly
changing marketplace. We must also be unrelenting
at eliminating non-value added activities in our
Company and much more effective at working
with our supply partners to bring greater value
to the marketplace in order to create clearer and
more discernible value propositions for our cus-
tomers. Second, we must have a common definition
for success. Today, we now define success in terms
of the 3 C’s of customer, cost and culture and how
these will impact each of our key stakeholders. Key
performance indicators that define our progress
in each of these areas are permeating the organi-
zation at every level and are becoming more
visible throughout the Company for all associates
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to see. This intense focus is driving positive
changes in our processes that impact delivery,
quality, cost, and innovation, while further
strengthening our environmental, health, and
safety compliance programs. Our future success
will largely be determined by the cultural trans-
formation we make in becoming a leaner, more
cross-functionally oriented organization. For the
associates of Acuity Brands this means that we
must continue to eliminate the remaining “silos”
within our company that impede progress towards
the shared mission of achieving excellence in
everything we do. These legacy barriers to cross-
functional, transparent communications are
rapidly disappearing throughout the organization,
benefiting our service to customers, our cost
structure, and most importantly, the attitudes

of our associates. Lastly, our success in achieving
consistent upper quartile performance, like that
experienced by only a very few companies, will

be predicated on our ability to embrace and
make good on the programs we are implementing
to become a faster, leaner, and more team-oriented
company that values being the best as defined by our
customers, our employees, and our shareholders.

Is all this easy? No. But we are focused, we have
a very high sense of urgency, and we know what we
need to do. Our successes in these areas to date,
which are leading indicators of future performance,
suggest that we are on the right path to unlocking
the full potential at Acuity Brands.

Our Board of Directors shares our confidence
in the Company’s future. This confidence is
reflected in the announcement of our plan to
repurchase up to two million shares of the
Company’s common stock.

In closing, | gratefully acknowledge John Morgan’s
taking the helm of Acuity Brands Lighting as
President and Chief Executive Officer. John, a
28-year veteran of the organization, has the right
combination of diversified experiences and lead-
ership skills to extend the proud legacy of the
companies that make up Acuity Brands Lighting,
the undisputed leader in the lighting industry.
John takes over from Ken Honeycutt, Jr., who is
retiring at the end of 2005. Ken has spent his
entire 34-year career with our lighting company,
the last three as the leader of ABL. | thank Ken
for his vision, wisdom, and courage to lead the
company through a period of extraordinary
transformation. We will miss his keen intellect,
his extraordinary strategic vision, and his unwav-
ering commitment to our Company.

Finally, on behalf of the Board of Directors,
I thank all of our 10,000 associates for their con-
tinued contributions and dedication. As | noted
last year, our success in becoming a growth-oriented,
top quartile performing company depends on the
resolve of each of us to inspire team success and
on our individual efforts toward making our
collective aspirations a reality. It was true then,
and it is still true today.

Acuity Brands has the potential to be a great
company. We are committed to delivering on that
potential. Thank you for your support.

Vernon J. Nagel
Chairman, President, and Chief Executive Officer
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Acuity Brands Lighting (ABL) is one of the world’s leading
providers of lighting fixtures. Our market-leading brands
include Lithonia Lighting®, Holophane®, Peerless®, Hydrel®,
American Electric Lighting®, and Gotham®. Through the
efforts of our 7,000 employees, we manufacture approxi-
mately 100,000 fixtures each day for various indoor and
outdoor applications, including offices, homes, schools,
manufacturing facilities, warehouses, hospitals, roadways,
and parking lots. Products are manufactured in 18
plants in the United States, Europe, and Mexico and are

Lighting

delivered through strategically located distribution centers.
Participating actively in both the new construction and
renovation markets, ABL reaches the market with three
selling and distribution strategies — identified projects,
speculative stock, and international. Identified projects
offer specialized and high-volume product packages
for construction. Speculative stock includes products
resold through commercial and retail stocking
distributors. International sales efforts deliver ABL
products for projects in over 50 countries.

Performance

Net Sales
in millions of dollars

2003 2004 2005

Operating Profit
in millions of dollars

2003 2004 2005

Total Assets
in millions of dollars

1,094.8 1,091.2

) C)
1,029.4
I.

2003 2004 2005

U.S. Lighting Market — $8.6 Billion”

Product Segments*
in billions of dollars

$2.0 $2.0
Residential Fluorescent

$1.0
Architectural
Indoor & Other
$2.2
Outdoor

$0.6
Electronic
$0.8
Industrial Systems

* Company estimates

Channels*
in billions of dollars
$0.2
Other
$0.5
Utilities \\
$0.5
Direct/Nat'| \\\ $5.6
Accounts ' Electrical
$0.7 Wholesalers

Lighting
Showrooms

$1.1
Homecenters
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ABL At-a-Glance

Market Segments Leading Brands

Key Products ‘

Fluorescent, indoor

HID, downlighting, track,
emergency, rough service,
area/site, floodlighting,
building-mounted, lighting
control, modular wiring

Value Proposition ‘

Best Value in Lighting.
Comprehensive line of
commercial, institutional,
and industrial products for
indoor and outdoor use

Primary
Applications

Offices, schools, retail,

warehouses, manufacturing,
parking, hotel, healthcare

Key Channels/
Customers

Electrical engineers,
electrical distributors,
electrical contractors,
building owners

Downlighting: recessed,
accent, surface, decorative,
pendant

Design and performance
leadership in indoor archi-
tectural downlighting
products

Offices, schools, museums,
libraries, stores, churches,
airports

Architects, engineers,
lighting designers, interior
designers, building owners

Suspended lighting,
indoor floodlighting,
accent lighting

Lighting for People®.
Leaders in design, perfor-
mance, and product
innovation

Offices, schools, museums,
media centers, airports,
churches, malls, retail,
public spaces

Architects, engineers,
lighting designers, interior
designers, building owners

C&l Group Lithonia Lighting®
Commercial, Institutional,
Industrial, and
Government markets
Gotham®
-
'<._H_\_ :
Peerless®
Hydrel®

Floodlighting, area/site,
landscape, wall-mounted,
in-grade, accent, border,
underwater

llluminating architecture
and surroundings; placing
outdoor light and color for
dramatic effect

Landscape, area,
underwater, building
illumination

Architects, landscape
architects, engineers,
lighting designers,
building owners

Antique Street Lamps™

Historical and contempo-
rary decorative luminaires
and post-tops

Complete product line of
historically styled outdoor
lighting

City redevelopments,
parks, area, pedestrian
walkways

Municipalities, utilities,
electrical distributors,
electrical contractors

SpecLight® and Energy-efficient fluorescent Custom and specially Offices, schools, ware- Electrical distributors,
MetalOptics® specialty fixtures and designed energy-efficient houses, manufacturing, energy service companies,
retrofit kits indoor fluorescent lighting stores. New and retrofit electrical contractors,
building owners, end users
Solutions Group Holophane® Municipal roadway and Leader in Lighting Industrial manufacturing Owners, engineers,

Infrastructure, Industrial,
Commercial, and
Institutional markets

infrastructure highway,

historical outdoor, contem-
porary outdoor, low energy
and high output fluorescent,
HID industrial, Holophane-
designed high performance
electrical gear and ballasts

Solutions®. Optics, sales,
and the best total cost of
ownership. The hallmark of
Holophane luminaires is
the borosilicate glass
reflector/refractor

and warehousing, food
processing, retail, college
and university campuses
and gyms, retail, sports
arenas, highways, municipal
roadway, parking, tunnels,
signs, airports, rail yards,
seaports

architects, lighting
designers, landscape
architects, utilities,
municipalities, public
infrastructure, govern-
ment, industrials

7 |

- American Electric Roadway fixtures, Complete product line of Roadway, security, area Municipalities, utilities,
e Lighting® historical, floodlights, public infrastructure light- roadway, distributors,
‘ DTL photocontrols ‘ ing and photocontrols ‘ contractors
Retail Group Lithonia Lighting® Decorative fluorescent Energy-efficient decorative Residential, light Home centers, lighting

Residential ‘Do It Yourself’
consumers as well as light
commercial contractors

[

fixtures, including flush
mounted products,
pendants, outdoor and
under-cabinet lighting.
Also a broad assortment

of Lithonia outdoor, emer-
gency exit, and commercial
products for the light
commercial market

residential lighting

commercial

showrooms

Carandini®
Holophane® UK

International

All Acuity Brands Lighting

Products

Roadway fixtures, area
lighting, high mast sys-
tems, floodlights, accent
HID industrial, fluorescent,
emergency

Leader in Lighting
Solutions. A comprehen-
sive portfolio including
the full range of Acuity
Brands Lighting products
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Manufacturing, warehouse
facilities, street, roadway,
tunnels, retail, commercial,
offices, parks and area

Consulting engineers,
building owners, contractors,
municipalities, architects,
lighting designers
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Specialty Products

Acuity Specialty Products (ASP) is a leading provider of spe-
cialty chemicals to a wide variety of industrial and institutional
(1&l) and retail customers. ASP’s proprietary brands include
Zep®, Zep Commercial®, Selig™, and Enforcer®. Our 1,700 fully
commissioned sales representatives make 25,000 to 35,000
customer calls each day in the United States, Canada, and
Western Europe. Our sales force is committed to providing
high-quality products, service, and industry knowledge to over
300,000 customers annually. Currently, we manufacture 2,300
different chemical formulas that are packaged in more than

9,000 catalog-listed products and resell over 6,000 additional
complementary products. The quality and breadth of our
product line allows our sales representatives to provide
customized solutions to our broad customer base consisting of
transportation industries including commercial car washes,
schools, municipalities, repair shops, food preparation and
processors, restaurants, hotels, and other hospitality industry
providers. The reach of our sales representatives allows for
penetration of national accounts while maintaining high-quality
service and industry-leading product quality and efficacy.

Performance
Net Sales Operating Profit Total Assets
in millions of dollars in millions of dollars in millions of dollars
535.0
43.6 423

2003 2004 2005 2003 2004 2005 2003 2004 2005

U.S. I&I Cleaning Chemicals Market — $9.1 Billion®

Sales Channels*
in billions of dollars

$0.3
Other

$2.9
Direct Sales

$5.9
Distributor

* Company estimates

Direct Sales Product Segments*
in billions of dollars

$0.3
Other
$0.7
Food & Beverage
$0.6
Vehicle
$0.7
$0.6 Schools,
Industrial Hospitals, &

Other Facilities
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ASP At-a-Glance

Automotive &
Vehicle

Wash, cleaning, and
maintenance products
for automobiles, aircraft,
public transport, trucks,
trains, and construction
vehicles

]

s _

Leading Brands

Zep®

Selig™

Armor All® Professional
(distributor)

Key Products

Exterior and interior cleaning
products, solvents, and
degreasers

Value Proposition

High-quality products
sold through numerous
highly trained and certified
sales reps

Key Channels/
Customers

Customers include car
washes, auto rental
agencies, airlines, and
construction companies
serviced through the
direct sales channel

Food Processing

Integrated and customized
dispensing systems and
innovative approaches to
antimicrobial control

Leading Brands

Zep®

Key Products

Cleaners and sanitizers for
applications from farm to
food retailer

Value Proposition

Suite of products and
cleaning solutions sold
through highly trained
food-certified sales
specialists

Key Channels/
Customers

Customers include food
processing plants through-
out the United States and
Canada through the direct
sales channel

Food Preparation

Suite of cleaning products
designed specifically for
prepared food industry

Leading Brands

Zep®
Selig™

Key Products

Cleaners and sanitizers

Value Proposition

Suite of products and
cleaning solutions sold
through highly trained
sales reps

Key Channels/
Customers

Customers include grocery
chains and restaurants
throughout the United
States, Canada, and
Europe through the

direct sales channel

Industrial

Cleaning and maintenance
products used by profes-
sional maintenance staff

Leading Brands

Zep®
Selig™

Key Products

Cleaners, degreasers,
solvents, lubricants, parts
washers, and hand cleaners

Value Proposition

Highly-dilutable quality
products sold through
consultative sales approach
to meet the needs of an
ever-changing industrial
environment

Key Channels/
Customers

Customers include auto
repair and manufacturing
firms serviced through the
direct sales channel
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Government

Suite of products and
maintenance solutions
for cities, school districts,
military, police, and fire
departments

Leading Brands

Zep®
Selig™

Key Products

Cleaners, sanitizers,
floor care, vehicle
wash, degreasers, and
dispensing equipment

Value Proposition

Suite of products and
cleaning solutions sold
through trained, certified
sales reps coordinated
through centralized sales
leadership

Key Channels/
Customers

Customers include cities,
school districts, military,
police, and fire depart-
ments through the direct
sales channel

Contractors
& Homeowners

Products for professional
and home user for general
cleaning, drain care, and
pest control

Leading Brands

Zep Commercial®
Enforcer®

Rubbermaid® Commercial
(distributor)

Key Products

Cleaners, sanitizers, drain
care, and pest control

Value Proposition

Commercial quality suite
of products and cleaning
solutions sold through
retail channels

Key Channels/
Customers

Customers include gen-
eral contractors, contract
cleaners, apartments, and
home owners through
retail channels such as
home centers
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