Edgar Filing: SCOTTS MIRACLE-GRO CO - Form DEF 14A

SCOTTS MIRACLE-GRO CO
Form DEF 14A
December 20, 2006



Edgar Filing: SCOTTS MIRACLE-GRO CO - Form DEF 14A

Table of Contents

OMB APPROVAL

OMB Number: 3235-0059
Expires: February 28, 2006
Estimated

average burden

hours per

response 12.75

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

SCHEDULE 14A

Proxy Statement Pursuant to Section 14(a) of the Securities
Exchange Act of 1934 (Amendment No. )

Filed by the Registrant b
Filed by a Party other than the Registrant o

Check the appropriate box:

Preliminary Proxy Statement
Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
Definitive Proxy Statement
Definitive Additional Materials
Soliciting Material Pursuant to §240.14a-12
The Scotts Miracle-Gro Company

© Ot © ©

(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)
Payment of Filing Fee (Check the appropriate box):

p No fee required.
o Fee computed on table below per Exchange Act Rules 14a-6(i)(4) and 0-11.

1) Title of each class of securities to which transaction applies:

2) Aggregate number of securities to which transaction applies:

3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set
forth the amount on which the filing fee is calculated and state how it was determined):

Table of Contents 2



Edgar Filing: SCOTTS MIRACLE-GRO CO - Form DEF 14A

4) Proposed maximum aggregate value of transaction:

5) Total fee paid:

o Fee paid previously with preliminary materials.

o Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the
filing for which the offsetting fee was paid previously. Identify the previous filing by registration statement
number, or the Form or Schedule and the date of its filing.

1) Amount Previously Paid:

2) Form, Schedule or Registration Statement No.:

3) Filing Party:

4) Date Filed:

Persons who are to respond to the collection of information contained in this form are
SEC 1913 (02-02) not required to respond unless the form displays a currently valid OMB control number.

Table of Contents 3



Edgar Filing: SCOTTS MIRACLE-GRO CO - Form DEF 14A

Table of Contents

The Scotts Miracle-Gro Company
Proxy Statement for 2007 Annual Meeting of Shareholders

Table of Contents



Edgar Filing: SCOTTS MIRACLE-GRO CO - Form DEF 14A

TABLE OF CONTENTS
PROXY STATEMENT
AUDIT COMMITTEE MATTERS
THE SCOTTS MIRACLE-GRO COMPANY THE AUDIT COMMITTEE POLICIES AND
PROCEDURES REGARDING APPROVAIL OF SERVICES PROVIDED BY THE INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
PROPOSAL NUMBER 2 SHAREHOILDER PROPOSAL REQUESTING REPORT ON EFFORTS TO
OPPOSE L.OCAL ENVIRONMENTAL HEAI TH POLICIES
YOUR BOARD OF DIRECTORS RECOMMENDS A VOTE AGAINST THE SHAREHOILDER
PROPOSAL.
SHAREHOILDER PROPOSALS FOR 2008 ANNUAL MEETING
OTHER BUSINESS
ANNUAL REPORT ON FORM 10-K
ELECTRONIC DELIVERY OF FUTURE SHAREHOI.DER COMMUNICATIONS
HOUSEHOLDING OF ANNUAL MEETING MATERIALS

Table of Contents



Edgar Filing: SCOTTS MIRACLE-GRO CO - Form DEF 14A

Table of Contents

The Scotts Miracle-Gro Company
14111 Scottslawn Road
Marysville, Ohio 43041
December 20, 2006

Dear Fellow Shareholders:

The Annual Meeting of Shareholders (the Annual Meeting ) of The Scotts Miracle-Gro Company will be held at
10:00 a.m., Eastern Time, on Thursday, January 25, 2007, at The Berger Learning Center, 14111 Scottslawn Road,
Marysville, Ohio 4304 1. The accompanying Notice of Annual Meeting of Shareholders and Proxy Statement contain
detailed information about the business to be conducted at the Annual Meeting.

The Board of Directors has nominated four directors, each to serve for a term of three years to expire at the 2010
Annual Meeting of Shareholders (Proposal Number 1). The Board of Directors recommends that you vote FOR each
of the nominees.

You are being asked to consider and act upon the shareholder proposal described in the Proxy Statement
(Proposal Number 2), if such proposal is properly presented at the Annual Meeting. The Board of Directors
recommends that you vote AGAINST the shareholder proposal.

Only shareholders of record at the close of business on November 28, 2006, the record date, are entitled to receive
notice of and to vote at the Annual Meeting.

On behalf of the Board of Directors and management, we cordially invite you to attend the Annual Meeting. Whether
or not you plan to attend the Annual Meeting in person, please record your vote on the accompanying proxy card and
return it promptly in the postage-paid envelope provided. Alternatively, if you are a registered shareholder, you may
transmit voting instructions for your common shares via the Internet or telephonically in accordance with the specific
instructions on your proxy card.

Sincerely,
James Hagedorn

President, Chief Executive Officer
and Chairman of the Board
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The Scotts Miracle-Gro Company

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
To Be Held Thursday, January 25, 2007

NOTICE IS HEREBY GIVEN that the Annual Meeting of Shareholders (the Annual Meeting ) of The Scotts
Miracle-Gro Company (the Company ) will be held at The Berger Learning Center, 14111 Scottslawn Road,
Marysville, Ohio 43041, on Thursday, January 25, 2007, at 10:00 a.m., Eastern Time, for the following purposes:

1. To elect four directors, each to serve for a term of three years to expire at the 2010 Annual Meeting of
Shareholders.

2. To consider and act upon the shareholder proposal described in the Proxy Statement, if such proposal is
properly presented at the Annual Meeting.

3. To transact such other business as may properly come before the Annual Meeting or any adjournment.

The close of business on November 28, 2006, has been fixed by the Board of Directors of the Company as the record
date for determining the shareholders entitled to receive notice of and to vote at the Annual Meeting.

You are cordially invited to attend the Annual Meeting. Whether or not you plan to attend the Annual Meeting in
person, you may ensure your representation by completing, signing, dating and promptly returning the accompanying
proxy card. A return envelope, which requires no postage if mailed in the United States, has been provided for your
use. Alternatively, if you are a registered shareholder, you may ensure that your common shares are voted at the
Annual Meeting by submitting your voting instructions electronically via the Internet or telephonically by following
the specific instructions on your proxy card. Voting your common shares by the accompanying proxy card, or
electronically through the Internet or by telephone, does not affect your right to vote in person if you attend the
Annual Meeting.

By Order of the Board of Directors,

David M. Aronowitz
Executive Vice President, General Counsel
and Corporate Secretary

14111 Scottslawn Road
Marysville, Ohio 43041
December 20, 2006
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The Scotts Miracle-Gro Company
14111 Scottslawn Road
Marysville, Ohio 43041

PROXY STATEMENT
for

Annual Meeting of Shareholders
Thursday, January 25, 2007

This Proxy Statement, along with the accompanying proxy card, are being furnished in connection with the
solicitation of proxies, on behalf of the Board of Directors of The Scotts Miracle-Gro Company, for use at the Annual
Meeting of Shareholders of The Scotts Miracle-Gro Company (the Annual Meeting ) to be held at The Berger
Learning Center, 14111 Scottslawn Road, Marysville, Ohio 43041, on Thursday, January 25, 2007, at 10:00 a.m.,
Eastern Time, and at any adjournment or postponement thereof. This Proxy Statement and the accompanying proxy
card are first being sent or given to shareholders of The Scotts Miracle-Gro Company on or about December 20, 2006.

On March 18, 2005, we consummated the restructuring of our corporate structure into a holding company structure by
merging The Scotts Company ( Scotts ), which had been the public company, into a newly-created, wholly-owned,
second-tier Ohio limited liability company, The Scotts Company LLC ( Scotts LLC ), pursuant to the Agreement and
Plan of Merger, dated as of December 13, 2004, among Scotts, Scotts LLC and The Scotts Miracle-Gro Company (the

Restructuring ). As a result of this Restructuring, each common share of Scotts issued and outstanding immediately
prior to the consummation of the restructuring merger was automatically converted into one fully-paid and
nonassessable common share of The Scotts Miracle-Gro Company. The Scotts Miracle-Gro Company became the
public company successor to Scotts and Scotts LLC became a direct, wholly-owned subsidiary of The Scotts
Miracle-Gro Company. The Restructuring did not affect the new parent holding company s management, corporate
governance or capital stock structure. In addition, the consolidated assets and liabilities of The Scotts Miracle-Gro
Company and its subsidiaries (including Scotts LLC) immediately after the restructuring merger were the same as the
consolidated assets and liabilities of Scotts and its subsidiaries immediately before the restructuring merger. The
Scotts Miracle-Gro Company and its corporate predecessors, as appropriate, are referred to in this Proxy Statement as
the Company.

Only holders of record of the Company s common shares at the close of business on November 28, 2006 will be
entitled to receive notice of and to vote at the Annual Meeting. As of November 28, 2006, there were 67,413,056
common shares outstanding. Holders of common shares at the record date are entitled to one vote per common share
for the election of directors and upon all matters on which shareholders are entitled to vote. There are no cumulative
voting rights in the election of directors. Under the Company s Code of Regulations, a quorum is the presence at the
Annual Meeting, in person or by proxy, of a majority of the outstanding common shares entitled to vote. Common
shares that have the authority to vote withheld, abstentions and broker non-votes will be counted as present for
quorum purposes.

A proxy card for use at the Annual Meeting accompanies this Proxy Statement. You may ensure your representation at
the Annual Meeting by completing, signing, dating and promptly returning the accompanying proxy card. A return
envelope, which requires no postage if mailed in the United States, has been provided for your use. Alternatively,
shareholders holding common shares registered directly with the Company s transfer agent, National City Bank, may
transmit their voting instructions electronically via the Internet or by using the toll-free telephone number stated on the
proxy card. The deadline for transmitting voting instructions electronically via the Internet or telephonically is
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11:59 p.m., Eastern Time, on January 24, 2007. The Internet and telephone voting procedures are designed to
authenticate shareholders identities, to allow shareholders to
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give their voting instructions and to confirm that shareholders voting instructions have been properly recorded. If you
provide voting instructions through the Internet or telephonically, you may incur costs associated with electronic
access, such as usage charges from Internet access providers and telephone companies.

If you hold your common shares in street name with a broker/dealer, financial institution or other nominee or holder
of record, you may be eligible to appoint your proxy electronically via the Internet or telephonically and may incur
costs associated with the electronic access. If you hold your common shares in street name, you are urged to carefully
review the information provided to you by the holder of record. This information will describe the procedures to be
followed in instructing the holder of record how to vote the street name common shares and how to revoke
previously-given instructions. If you hold your common shares in street name and do not provide voting instructions
to your broker/dealer within the required time frame before the Annual Meeting, your broker/dealer will have the
discretion to vote your common shares on routine matters such as the uncontested election of directors. Your
broker/dealer cannot, however, vote your common shares in respect of the shareholder proposal described in this

Proxy Statement (if that proposal is properly presented for consideration at the Annual Meeting) without specific
instructions from you. Proxies that are signed and submitted by broker/dealers that have not been voted on certain
matters are referred to as broker non-votes. Broker non-votes will not count in determining the number of common
shares necessary for the approval of the shareholder proposal (if that proposal is properly presented at the Annual
Meeting).

You may revoke your proxy at any time before it is actually voted at the Annual Meeting by giving written notice of
revocation to the Corporate Secretary of the Company, by accessing the Internet site or using the toll-free number
stated on the proxy card and electing revocation as instructed or, if you are a registered shareholder, by attending the
Annual Meeting and giving notice of revocation in person. You may also change your vote by choosing one of the
following options: executing and returning to the Company a later-dated proxy card; voting in person at the Annual
Meeting (but only if you are the registered shareholder); submitting a later-dated electronic vote through the Internet
site; or voting by telephone using the toll-free telephone number stated on the proxy card at the later date. Attending
the Annual Meeting will not, in and of itself, constitute revocation of a previously-appointed proxy.

Proxies will be solicited by mail and may be further solicited by additional mailings, personal contact, telephone,
facsimile or electronic mail by directors, officers and regular employees of the Company, none of whom will receive
additional compensation for such solicitation activities. The Company will reimburse its transfer agent, as well as
broker/dealers, financial institutions and other custodians, nominees and fiduciaries, for their standard charges and
expenses for forwarding proxy materials to the beneficial shareholders. The Company will bear the costs of preparing,
assembling, printing and mailing this Proxy Statement, the accompanying proxy card and any other related materials,
as well as all other costs incurred in connection with the solicitation of proxies on behalf of the Board of Directors,
other than the Internet access fees and telephone service fees described above.

If you participate in The Scotts Company LLC Retirement Savings Plan (the RSP ) and common shares have been
allocated to your account in the RSP, you will be entitled to instruct the trustee of the RSP how to vote the common
shares. You may receive your proxy card separately. If you do not give the trustee of the RSP voting instructions, the
trustee will not vote the common shares.

If you participate in The Scotts Miracle-Gro Company Discounted Stock Purchase Plan (the Discounted Stock
Purchase Plan ), you will be entitled to vote the number of common shares credited to your custodial account
(including any fractional common shares) on any matter submitted to the Company s shareholders for consideration at
the Annual Meeting. If you do not vote or grant a valid proxy with respect to common shares credited to your
custodial account, those common shares will be voted by the custodian under the Discounted Stock Purchase Plan in
accordance with any stock exchange or other rules governing the custodian in the voting of common shares held for
customer accounts.
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The results of shareholder voting for the Annual Meeting will be tabulated by or under the direction of the inspectors
of election appointed by the Company s Board of Directors for the Annual Meeting. Common
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shares represented by properly executed proxy cards returned to the Company prior to the Annual Meeting or

represented by properly authenticated electronic voting instructions timely recorded through the Internet or by

telephone will be counted toward the establishment of a quorum for the Annual Meeting even though they are marked
Abstain, Against, Withhold All or For All Except or are not marked at all.

Those common shares represented by properly executed proxy cards, or properly authenticated voting instructions
recorded electronically through the Internet or by telephone, that are timely received prior to the Annual Meeting and

not revoked, will be voted as directed by the shareholder. The common shares represented by all valid proxies timely
received prior to the Annual Meeting which do not specify how the common shares should be voted will be voted as
recommended by the Company s Board of Directors, except in the case of broker non-votes, where applicable, as

follows: (i) FOR the election as directors of each of the four nominees of the Board of Directors listed below under

the caption  PROPOSAL NUMBER 1 ELECTION OF DIRECTORS ; and (ii) AGAINST the shareholder proposal
described in this Proxy Statement, if that proposal is properly presented for consideration at the Annual Meeting. No
appraisal rights exist for any action proposed to be taken at the Annual Meeting.

3
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BENEFICIAL OWNERSHIP OF SECURITIES OF THE COMPANY

The common shares are the Company s only outstanding class of voting securities. The following table furnishes
certain information regarding the beneficial ownership of the Company s common shares as of November 28, 2006
(unless otherwise indicated below) by each of the current directors of the Company, by each of the nominees of the
Board of Directors for election as a director of the Company, by each of the individuals named in the Summary
Compensation Table and by all current directors and executive officers of the Company as a group, as well as by the
only persons known to the Company to beneficially own more than 5% of the outstanding common shares.

Name of Beneficial Owner

David M. Aronowitz(5)
Mark R. Baker

Robert F. Bernstock(5)(8)
Gordon F. Brunner

Arnold W. Donald

David C. Evans(5)

Joseph P. Flannery

James Hagedorn(5)
Thomas N. Kelly Jr.
Katherine Hagedorn Littlefield
Karen G. Mills
Christopher L. Nagel(5)
Patrick J. Norton
Stephanie M. Shern
Denise S. Stump(5)

John M. Sullivan

John Walker, Ph.D.

All current directors and
executive officers as a group
(16 individuals)

Hagedorn Partnership, L.P.

Table of Contents

Amount and Nature of Beneficial Ownership(1)(2)

Common
Shares
Which Can
Be
Acquired
Upon
Exercise of
Options/SARs
Currently
Exercisable
or Which
Will First
Common Common Become Percent
Shares Share Exercisable of
Presently Within 60
Held Equivalents(3) Days Total Class(3)(4)
35,509(6) 12,966 172,000 220,475 7
7,000 1,220 14,000 22,220 7
0 0 0 0 7
3,350 3,934 47,500 54,784 7
2,000 1,394 79,000 82,394 7
8,600(9) 0 24,000 32,600 7
4,000 0 90,000 94,000 7
20,983,937(10) 10,876 1,140,000 22,134,813 32.27%
0 0 6,000 6,000 7
20,843,851(11) 0 71,000 20,914,851 30.99%
10,000 2,836 132,000 144,836 @)
51,900(12) 3,188 92,000 147,088 7
40,200(13) 0 232,000 272,200 @)
2,000 0 48,000 50,000 7
10,318(14) 236 23,000 33,554 @)
1,000 0 115,000 116,000 @)
2,200 0 24,000 26,200 7
21,162,014(15) 36,650(15) 2,309,500(15) 23,508,164 33.66%
20,843,851(16) 0 0 20,843,851 30.92%

13
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800 Port Washington Blvd Port
Washington, NY 11050
Morgan Stanley and affiliated
institutional investment
managers(17)

1585 Broadway

New York, NY 10036
EARNEST Partners, LLC(19)
1180 Peachtree Street NE,
Suite 2300

Atlanta, GA 30309

Columbia Wanger Asset
Management, L.P.(21)

227 West Monroe Street,
Suite 3000 Chicago, IL 60606

6,332,720(18)

5,209,303(20)

4,087,500(22)

0

0

6,332,720

5,209,303

4,087,500

9.39%

7.73%

6.06%

(1) Unless otherwise indicated, the beneficial owner has sole voting and dispositive power as to all common shares
reflected in the table. All fractional common shares have been rounded to the nearest whole common share.

The mailing address of each of the current executive officers and directors of the Company is 14111

Scottslawn Road, Marysville, Ohio 43041.

(2) All common share amounts have been adjusted to reflect the 2-for-1 stock split of the Company s common
shares distributed on November 9, 2005.

Table of Contents
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(3) Common Share Equivalents figures include common shares attributable to the named executive officer s

account relating to common share units under The Scotts Company LL.C Executive Retirement Plan (the

Executive Retirement Plan ), and to the named director s account holding stock units received, in lieu of the
director s annual cash retainer and any other fees paid for service as a director, under The Scotts Miracle-Gro
Company 1996 Stock Option Plan (the 1996 Plan ), The Scotts Miracle-Gro Company 2003 Stock Option and
Incentive Equity Plan (the 2003 Plan ) and The Scotts Miracle-Gro Company 2006 Long-Term Incentive Plan
(the 2006 Plan ), although under the terms of each of the Executive Retirement Plan, the 1996 Plan, the 2003
Plan and the 2006 Plan, the named individual has no voting or dispositive power with respect to the portion of
his or her account attributed to common shares of the Company. For this reason, these common share
equivalents are not included in the computation of the Percent of Class figures in the table.

(4) The Percent of Class computation is based upon the sum of (i) 67,413,056 common shares outstanding on
November 28, 2006 and (ii) the number of common shares, if any, as to which the named person or group has
the right to acquire beneficial ownership upon the exercise of options and stock appreciation rights ( SARs )
which are currently exercisable or which will first become exercisable within 60 days after November 28,
2006.

(5) Individual named in the Summary Compensation Table.

(6) Represents 700 common shares held directly, 1,400 common shares that are the subject of a restricted stock
grant made to Mr. Aronowitz on December 1, 2004 as to which the restriction period will lapse on
December 1, 2007, 24,200 common shares that are the subject of restricted stock grants made to him on
October 12, 2005 as to which the restriction period will lapse for 4,200 common shares on October 12, 2008
and for 20,000 common shares on October 12, 2009, 5,600 common shares that are the subject of a restricted
stock grant made to him on October 11, 2006 as to which the restriction period will lapse on October 11, 2009,
four common shares held in an open-market Associate Stock Purchase Plan and 3,605 common share units that
are allocated to his account and held by the trustee under the RSP.

(7) Represents ownership of less than 1% of the outstanding common shares of the Company.

(8) Mr. Bernstock began his employment with the Company on June 2, 2003 and left the organization effective
September 12, 2006. Please see the discussion below in  EXECUTIVE COMPENSATION Employment
Agreements and Termination of Employment and Change-in-Control Arrangements.

(9) Represents 3,000 common shares that are the subject of a restricted stock grant made to Mr. Evans on
October 12, 2005 as to which the restriction period will lapse on October 12, 2008 and 5,600 common shares
that are the subject of a restricted stock grant made to him on October 11, 2006 as to which the restriction
period will lapse on October 11, 2009.

(10) Mr. Hagedorn is a general partner of Hagedorn Partnership, L.P., a Delaware limited partnership (the Hagedorn
Partnership ), and has shared voting and dispositive power with respect to the common shares held by the
Hagedorn Partnership and those subject to the right to vote and right of first refusal in favor of the Hagedorn
Partnership. See note (16) below. Includes, in addition to those common shares described in note (16) below,
30,000 common shares held directly, 26,600 common shares that are the subject of a restricted stock grant
made to Mr. Hagedorn on December 1, 2004 as to which the restriction period will lapse on December 1, 2007,
28,600 common shares that are the subject of a restricted stock grant made to him on October 12, 2005 as to
which the restriction period will lapse on October 12, 2008, 33,100 common shares that are the subject of a
restricted stock grant made to him on October 11, 2006 as to which the restriction period will lapse on
October 11, 2009, 20,978 common share units that are allocated to his account and held by the trustee under
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the RSP and 808 common shares held in a custodial account under the Discounted Stock Purchase Plan.

Mr. Hagedorn also owns 4.975 shares, or 0.05% of the outstanding shares, of Scotts Italia S.r.1., an indirect
subsidiary of the Company. Mr. Hagedorn is a nominee shareholder to satisfy the two shareholder requirement
for an Italian corporation. The remaining 94.525 shares of Scotts Italia S.r.1. are held by OM Scott International
Investments, Ltd., an indirect subsidiary of the Company.
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(11) Ms. Littlefield is a general partner and the Chair of the Hagedorn Partnership and has shared voting and
dispositive power with respect to the common shares held by the Hagedorn Partnership and those subject to the
right to vote and right of first refusal in favor of the Hagedorn Partnership. See note (16) below.

(12) Represents 1,400 common shares that are the subject of a restricted stock grant made to Mr. Nagel on
December 1, 2004 as to which the restriction period will lapse on December 1, 2007, 5,200 common shares
that are the subject of a restricted stock grant made to him on October 12, 2005 as to which the restriction
period will lapse on October 12, 2008, 38,000 common shares that are the subject of a restricted stock grant
made to him on October 1, 2006 as to which the restriction period will lapse for 19,000 common shares on
October 1, 2007 and for 19,000 common shares on October 1, 2009 and 7,300 common shares that are the
subject of a restricted stock grant made to him on October 11, 2006 as to which the restriction period will lapse
on October 11, 2009.

(13) Represents 40,000 common shares held by Mr. Norton directly and 200 common shares owned by Mr. Norton s
spouse.

(14) Represents 1,000 common shares that are the subject of a restricted stock grant made to Ms. Stump on
December 1, 2004 as to which the restriction period will lapse on December 1, 2007, 4,200 common shares
that are the subject of a restricted stock grant made to her on October 12, 2005 as to which the restriction
period will lapse on October 12, 2008, 4,900 common shares that are the subject of a restricted stock grant
made to her on October 11, 2006 as to which the restriction period will lapse on October 11, 2009 and 218
common shares held in a custodial account under the Discounted Stock Purchase Plan.

(15) See notes (6) and (9) through (14) above and note (16) below.

(16) The Hagedorn Partnership owns 20,622,027 common shares of record. The Hagedorn Partnership has the right
to vote, and a right of first refusal with respect to, 221,824 common shares of the Company held by John
Kenlon and his children pursuant to the Miracle-Gro Merger Agreement described below. Mr. James
Hagedorn, Ms. Katherine Hagedorn Littlefield, Mr. Paul Hagedorn, Mr. Peter Hagedorn, Mr. Robert Hagedorn
and Ms. Susan Hagedorn are siblings, general partners of the Hagedorn Partnership and former shareholders of
Stern s Miracle-Gro Products, Inc. ( Miracle-Gro Products ). The general partners share voting and dispositive
power with respect to the securities held by the Hagedorn Partnership and those subject to the right to vote and
right of first refusal in favor of the Hagedorn Partnership. Mr. James Hagedorn and Ms. Katherine Hagedorn
Littlefield are directors of the Company. Community Funds, Inc., a New York not-for-profit corporation
( Community Funds ), is a limited partner of the Hagedorn Partnership.

The Amended and Restated Agreement and Plan of Merger, dated as of May 19, 1995 (the Miracle-Gro Merger

Agreement ), among The Scotts Company, ZY X Corporation, Miracle-Gro Products, Stern s Nurseries, Inc.,

Miracle-Gro Lawn Products Inc., Miracle-Gro Products Limited, the Hagedorn Partnership, the general

partners of the Hagedorn Partnership, Horace Hagedorn, Community Funds and John Kenlon, as amended by

the First Amendment to Amended and Restated Agreement and Plan of Merger, dated as of October 1, 1999

(the First Amendment ), limits the ability of the Hagedorn Partnership, Community Funds, Horace Hagedorn

and John Kenlon (the Miracle-Gro Shareholders ) to acquire additional voting securities of the Company. See
The Miracle-Gro Merger Agreement and the First Amendment below.

(17) All information presented in this table regarding Morgan Stanley and its affiliated institutional investment
managers was derived from the Form 13F Holdings Report for the quarter ended September 30, 2006 (the
Morgan Stanley Form 13F ) filed by Morgan Stanley with the Securities and Exchange Commission (the SEC )
on November 15, 2006.
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(18) In the Morgan Stanley Form 13F, Morgan Stanley reported the following: (a) Morgan Stanley & Co.
Incorporated had shared investment discretion and sole voting authority with respect to 32,954 common shares;
(b) Morgan Stanley Capital Services Inc. had shared investment discretion and sole voting authority with
respect to 11,013 common shares; (c) Morgan Stanley DW Inc. had shared investment discretion and sole
voting authority with respect to 818 common shares; (d) Morgan Stanley Investment Advisors Inc. had shared
investment discretion and sole voting authority with respect to 657 common
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shares; (e) Morgan Stanley Investment Management Inc. had shared investment discretion and sole voting
authority with respect to 3,684,982 common shares and shared investment discretion and no voting authority
with respect to 470,735 common shares; and (f) Morgan Stanley Investment Management Limited had shared
investment discretion and sole voting authority with respect to 1,829,481 common shares and shared
investment discretion and no voting authority with respect to 302,080 common shares.

(19) All information presented in this table regarding EARNEST Partners, LLC ( EARNEST ) was derived from the
Form 13F Holdings Report Amendment for the quarter ended September 30, 2006 (the EARNEST Form 13F ),
filed by EARNEST with the SEC on November 13, 2006.

(20) In the EARNEST Form 13F, EARNEST reported sole investment discretion with respect to 5,209,303 common
shares, sole voting authority with respect to 1,874,071 common shares, shared voting authority with respect to
1,669,732 common shares and no voting authority with respect to 1,665,500 common shares.

(21) All information presented in this table regarding Columbia Wanger Asset Management, L.P. ( Columbia ) was
derived from the Form 13F Holdings Report for the quarter ended September 30, 2006 (the Columbia
Form 13F ) filed by Columbia with the SEC on November 6, 2006.

(22) In the Columbia Form 13F, Columbia reported sole investment discretion with respect to 4,087,500 common
shares, sole voting authority with respect to 3,867,500 common shares and no voting authority with respect to
220,000 common shares.

The Miracle-Gro Merger Agreement and the First Amendment

Under the terms of the First Amendment, the Miracle-Gro Shareholders may not collectively acquire, directly or
indirectly, beneficial ownership of Voting Stock (defined in the Miracle-Gro Merger Agreement, as amended by the
First Amendment, to mean the common shares and any other securities issued by the Company which are entitled to
vote generally for the election of directors of the Company) representing more than 49% of the total voting power of
the outstanding Voting Stock, except pursuant to a tender offer for 100% of that total voting power, which tender offer
is made at a price per share which is not less than the market price per share on the last trading day before the
announcement of the tender offer and is conditioned upon the receipt of at least 50% of the Voting Stock beneficially
owned by shareholders of the Company other than the Miracle-Gro Shareholders and their affiliates and associates.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended (the Exchange Act ), requires the Company s
directors and executive officers, and any persons beneficially holding more than 10 percent of the Company s
outstanding common shares, to file statements reporting their initial beneficial ownership of common shares, and any
subsequent changes in beneficial ownership, with the SEC by specified due dates that have been established by the

SEC. Based solely upon the Company s review of (a) Section 16(a) statements filed on behalf of these persons for their
transactions during the Company s fiscal year ended September 30, 2006 (the 2006 fiscal year ) and (b) representations
received from one or more of these persons that no other Section 16(a) statement was required to be filed by them for

the Company s 2006 fiscal year, the Company believes that all Section 16 filing requirements applicable to its directors
and executive officers and persons beneficially holding more than 10 percent of the Company s outstanding common
shares were complied with during the Company s 2006 fiscal year.

PROPOSAL NUMBER 1

ELECTION OF DIRECTORS
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There are currently 12 individuals serving as members of the Board of Directors of the Company, divided into three
classes with regular three-year staggered terms. The Class III directors hold office for terms expiring at the Annual
Meeting, the Class I directors hold office for terms expiring in 2008 and the Class II directors hold office for terms
expiring in 2009. John Walker, Ph.D., who has served as a Class I director since 1998, will continue to serve as a
director of the Company until the Company s next regularly scheduled Board of
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Directors meeting. John M. Sullivan, who retired briefly earlier this year and agreed to return to the Board to fill a
vacancy, and who has served as a Class II director since 1994, will also continue to serve as a director of the Company
until the Company s next regularly scheduled Board of Directors meeting. The Company anticipates that, by the time
of the next regularly scheduled Board of Directors meeting, two individuals will be identified for consideration and
recommendation by the Company s Governance and Nominating Committee, and appointed by the Company s Board
of Directors, to fill the vacancies created by Messrs. Sullivan and Walker s retirement in accordance with the
Company s Code of Regulations and other governing documents.

At the Annual Meeting, four Class III directors will be elected. The four individuals currently serving as Class III
directors Mark R. Baker, Joseph P. Flannery, Katherine Hagedorn Littlefield and Patrick J. Norton have been
designated by the Board of Directors as nominees for re-election as directors of the Company at the Annual Meeting.
Each individual was recommended by the Governance and Nominating Committee.

The individuals elected as Class III directors at the Annual Meeting will hold office for three-year terms to expire at
the Annual Meeting of Shareholders of the Company to be held in 2010 and until their respective successors are duly
elected and qualified, or until their earlier death, resignation or removal. The Board of Directors has no reason to
believe that any of the nominees of the Board will be unable or unwilling to serve as a director of the Company if
elected. If any nominee who would otherwise receive the required number of votes becomes unable or unwilling to
serve as a candidate for election as a director, the individuals designated as proxy holders reserve full discretion to
vote the common shares represented by the proxies they hold for the election of the remaining nominees and for the
election of any substitute nominee designated by the Board of Directors following recommendation by the
Governance and Nominating Committee.

The Board of Directors has reviewed, considered and discussed each director s relationships, either directly or
indirectly, with the Company and its subsidiaries, including those listed under CERTAIN RELATIONSHIPS AND
RELATED TRANSACTIONS, and the compensation and other payments each director has, directly or indirectly,
received from or made to the Company and its subsidiaries in order to determine whether such director qualifies as
independent for purposes of the applicable sections of the Listed Company Manual (the NYSE Rules ) of the New
York Stock Exchange ( NYSE ) and the applicable rules and regulations of the SEC (the SEC Rules ), and has
determined that the Board has at least a majority of independent directors. The Board of Directors has determined that
each of the following directors (and his or her immediate family members) have no financial ties, either directly or
indirectly, with the Company or its subsidiaries (other than director compensation and ownership of common shares
and common share equivalents as described in this Proxy Statement) and no relationships (either directly or as a
partner, member, shareholder or officer of an organization that has a relationship) with the Company and its
subsidiaries (including commercial, industrial, banking, consulting, legal, accounting, charitable and familial
relationships) other than as a director of the Company, and thus qualifies as independent: Mark R. Baker, Gordon
F. Brunner, Arnold W. Donald, Joseph P. Flannery, Thomas N. Kelly Jr., Karen G. Mills, Stephanie M. Shern, John
M. Sullivan and John Walker, Ph.D. Mr. Donald is also a director of Scotts Miracle-Gro Foundation, an Ohio
nonprofit corporation formed for charitable and educational purposes within the meaning of Section 501(c)(3) of the
Internal Revenue Code of 1986, as amended (the Internal Revenue Code ). The current primary activity of Scotts
Miracle-Gro Foundation is to fund the Miracle-Gro Cap Kids at COSI, a program designed to provide academic and
other support services to a select group of economically and socially disadvantaged students in the Columbus (Ohio)
Public School District. Mr. Hagedorn, Ms. Littlefield and Mr. Norton do not qualify as independent. Mr. Hagedorn is
the President and Chief Executive Officer of the Company and Ms. Littlefield is his sister. Mr. Norton was an
associate of the Company until January 31, 2006.

The following information, as of November 28, 2006, with respect to the age, principal occupation or employment,

other affiliations and business experience during the last five years of each director or nominee for re-election as a
director, has been furnished to the Company by each director or nominee. Except where indicated, each director or
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nominee has had the same principal occupation for the last five years.
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Nominees Standing for Re-Election to the Board of Directors

Class III' Terms to Expire at the 2010 Annual Meeting
Mark R. Baker, age 49, Director of the Company since 2004

Mr. Baker has served as Chief Executive Officer of Gander Mountain Company ( Gander
Mountain ), an outdoor retailer specializing in hunting, fishing and camping gear, since
September 2002. He was appointed as the President of Gander Mountain in June 2003 and
was elected as a director of Gander Mountain in April 2004. Prior to his service with
Gander Mountain, he was the Executive Vice President, Merchandising of The Home
Depot, Inc., a leading home improvement retailer, from October 2000.

Committee Memberships: Compensation and Organization; Governance and Nominating
(Chair)

Joseph P. Flannery, age 74, Director of the Company since 1987

Mr. Flannery has been President, Chief Executive Officer and Chairman of the Board of
Directors of Uniroyal Holding, Inc., an investment management company, since 1986.
Mr. Flannery is also a director of one other public company, ArvinMeritor, Inc.

Committee Membership: Compensation and Organization; Governance and Nominating
Katherine Hagedorn Littlefield, age 51, Director of the Company since 2000

Ms. Littlefield has been a director of the Company since July 2000. Ms. Littlefield is the
Chair of the Hagedorn Partnership. She also serves on the boards for Hagedorn Family
Foundation, Inc., a charitable organization, Adelphi University and The Pennington School.
She is the sister of James Hagedorn, the President, Chief Executive Officer and Chairman of
the Board of the Company.

Committee Memberships: Finance; Innovation & Technology
Patrick J. Norton, age 56, Director of the Company since 1998

Mr. Norton retired on January 1, 2003, after having served as Executive Vice President
and Chief Financial Officer of Scotts since May 2000 and as interim Chief Financial Officer
of Scotts from February 2000 to May 2000. From January 1, 2003 until January 31, 2006,
Mr. Norton acted as an adviser for the Company, primarily for the Scotts LawnService®
business. Mr. Norton is a director of one other public company, Greif, Inc. Mr. Norton
serves as an independent director for the privately-held company Svoboda Collins LLC. He
is also a director of Scotts Miracle-Gro Foundation.

Committee Membership: Finance
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Directors Continuing in Office
ClassI Terms to Expire at the 2008 Annual Meeting

Stephanie M. Shern, age 58, Director of the Company since 2003

Mrs. Shern is the founder of Shern Associates