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NALCO HOLDING COMPANY
1601 W. Diehl Road
Naperville, IL 60563-1198

March 28, 2005
Dear Fellow Shareholders:

On behalf of your Board of Directors, we are pleased to invite you to attend the 2005 Annual Meeting of Shareholders
of NALCO HOLDING COMPANY. The meeting will be held on Thursday, May 5, 2005, at 9:00 a.m., local time, in
the Nalco Company Corporate Offices at 1601 W. Diehl Road in Naperville, Illinois, USA.

At this meeting, you will be asked to:

(1) Elect three (3) Class I Directors;
(2) Ratify the Audit Committee's selection of an Independent Registered Public Accounting Firm
to audit our financial statements for 2005; and
(3) Transact any other business properly brought before the meeting.
The enclosed notice and proxy statement contain details about the business to be conducted at the meeting. You may
also read the notice and proxy statement on our web site at www.nalco.com.

To assure that your shares are represented at the meeting, we urge you to mark your choices on the enclosed proxy
card, sign and date the card and return it promptly in the envelope provided. Please see the proxy statement and the
enclosed proxy card for details about voting options. If you are able to attend the meeting and wish to vote your shares
personally, you may do so at any time before the proxy is voted at the meeting.

Sincerely,

Dr. William H. Joyce
Chairman and Chief Executive Officer
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NALCO HOLDING COMPANY
1601 W. Diehl Road
Naperville, IL 60563-1198

Notice of Annual Meeting of Shareholders

Time: 9:00 a.m. on Thursday, May 5, 2005
Place: Nalco Holding Company
Nalco Company Corporate Offices
1601 W. Diehl Road
Naperville, IL 60563-1198
Items of Business: (D) To elect three (3) Class I Directors to serve until the 2008 Annual
Meeting and until their successors are elected and qualified.
2) To ratify the selection of Ernst & Young LLP as our Independent
Registered Public Accounting Firm for the fiscal year ending December
31, 2005.
3) To transact such other business as may properly come before the
meeting.
Who Can Vote: You can vote if you were a shareholder of record as of the close of business on
March 15, 2005.
Annual Report: A copy of our 2004 Annual Report is enclosed.
Date of Mailing: This notice and the proxy statement are first being mailed to shareholders on or
about March 28, 2005.

By Order of the Board of Directors of Nalco Holding
Company
Stephen N. Landsman
Secretary
YOUR VOTE IS IMPORTANT

It is important that your shares are represented and voted at the Annual Meeting. Whether or not you plan to attend the
meeting, please provide your proxy by marking, dating and signing the enclosed proxy card and returning it promptly
in the enclosed envelope. Please read the accompanying proxy statement and the voting instructions printed on your
proxy card for details about voting procedures. If you are able to attend the meeting and wish to vote your shares
personally, you may do so at any time before the polls close at the meeting.
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NALCO HOLDING COMPANY
1601 W. Diehl Road
Naperville, IL 60563-1198

PROXY STATEMENT
For Annual Meeting of Shareholders To Be Held On
May 5, 2005

The Board of Directors (the "Board of Directors" or the "Board") of our Company, Nalco Holding Company, a
Delaware corporation ("Nalco" or the "Company"), solicits the enclosed proxy for use at the Annual Meeting of
Shareholders of the Company to be held at 9:00 a.m. (Central Daylight Savings Time), on Thursday, May 5, 2005, in
the Nalco Company Corporate Offices, at 1601 W. Diehl Road, Naperville, IL 60563-1198 USA. This proxy
statement contains information about the matters to be voted on at the meeting and the voting process, as well as
information about our directors and most highly paid executive officers.

GENERAL INFORMATION ABOUT THE MEETING

What is the purpose of the annual meeting?

At our annual meeting, shareholders will vote upon several important Company matters. In addition, our management
will report on the Company's performance over the last fiscal year and, following the meeting, respond to questions

from shareholders.

Why am I receiving these materials?
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We sent you this proxy statement and the enclosed proxy card because our Board of Directors is soliciting your proxy
to vote your shares at the annual meeting. As a shareholder, you are invited to attend the meeting and are entitled to
vote on the items of business described in this proxy statement.

Who may attend the annual meeting?

All shareholders of record as of March 15, 2005, or their duly appointed proxies, may attend the meeting. Seating is
limited and admission is on a first-come, first-served basis. Please note that if you hold shares in a "street name" (that
is, in a brokerage account or through a bank or other nominee), you will need to bring personal identification and a
copy of a statement reflecting your share ownership as of March 15, 2005 and check in at the registration desk at the
meeting.

What am I voting on?
You will be voting on the following two items of business at the annual meeting:

* The election of three (3) Class I Directors to serve until the 2008 Annual Meeting of the
Company's Shareholders and until their successors are elected and qualified; and
* The ratification of Ernst & Young LLP as our Independent Registered Public Accounting Firm
for the fiscal year ending December 31, 2005.

We will also consider other business that properly comes before the meeting.

Who may vote?

You may vote if you owned Nalco common stock as of the close of business on the record date, March 15, 2005. Each
share of Nalco common stock is entitled to one vote. As of March 15, 2005, Nalco had 141,663,369 shares of common
stock outstanding.

How does the Board of Directors recommend that I vote?

Our Board of Directors unanimously recommends that you vote your shares "FOR" each of the nominees named in
this proxy statement for election to the Board and "FOR" the ratification of Ernst & Young LLP as our Independent

Registered Public Accounting Firm.

1

How do I vote before the meeting?

For Shares Registered Directly in the Name of the Shareholder.  Shareholders with shares registered directly in their
name in the Company's stock records maintained by our transfer agent, Equiserve Trust Company, N.A., may vote
their shares by mailing their signed proxy card. Specific instructions to be followed by registered shareholders are set
forth on the enclosed proxy card.

For Shares Registered in the Name of a Brokerage Firm or Bank. Shareholders who hold shares in street name may
vote by mail by completing, signing and returning the voting instruction form provided by their brokerage firms,
banks or other nominees. In addition to voting by mail, a number of brokerage firms and banks are participating in a
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program provided through ADP that offers telephone and Internet voting options (as well as the option to receive
future shareholder communications including proxy materials through the Internet and not through the mail). If your
shares are held in an account with a brokerage firm or bank participating in the ADP Investor Communication
Services program, you may vote those shares telephonically by calling the telephone number shown on the voting
instruction form received from your brokerage firm or bank, or by accessing the Internet as described on the voting
instruction form.

May I vote confidentially?

Your proxy will not be available for examination nor will your vote be disclosed prior to the tabulation of the final
vote at the Annual Meeting except (i) to meet applicable legal requirements, (ii) to allow the independent election
inspectors to count and certify the results of the vote or (iii) where there is a proxy solicitation in opposition to the
Board of Directors, based upon an opposition proxy statement filed with the Securities and Exchange Commission
("SEC"). The independent election inspectors may at any time inform us whether or not a shareholder has voted. The
Company will hold proxy cards and ballot cards after the election and they may not be held in confidence.

Can I vote at the meeting?

Shares registered directly in your name as the shareholder of record may be voted in person at the annual meeting.
Shares held in street name may be voted in person only if you obtain a legal proxy from the broker or nominee that
holds your shares giving you the right to vote the shares. Even if you plan to attend the meeting, we encourage you to
vote your shares by proxy. You may still vote your shares registered in your name in person at the meeting even if you
have previously voted by proxy.

Will I have any rights of appraisal or similar rights of dissenters?

You will not have any rights of appraisal or similar rights of dissenters with respect to the matters to be acted upon at
the meeting, regardless of whether you vote for or against the proposals.

Can I change my mind after I vote?
You may change your vote at any time before the polls close at the meeting. You may do this by:

* signing another proxy card with a later date and returning it to us prior to the meeting;

* giving written notice to the Secretary of the Company; or

* voting again at the meeting.
Your attendance at the meeting will not have the effect of revoking a proxy unless you notify the Secretary of our
Company in writing before the polls close that you wish to revoke a previous proxy.

Who conducts the proxy solicitation and how much will it cost?

The Company is asking for your proxy for the annual meeting and will pay all the costs of asking for shareholder
proxies. We have hired Georgeson Shareholder Communications, Inc. to help us collect information about shares
registered in the name of brokerage firms or banks. Georgeson's fee for these services is $2,000 plus out-of-pocket
expenses. We can ask for proxies through the mail or personally by telephone, telegram, fax or other means. We can
use directors, officers and regular

2
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employees of the Company to ask for proxies. These people do not receive additional compensation for these services.
We will reimburse brokerage houses and other custodians, nominees and fiduciaries for their reasonable out-of-pocket
expenses for forwarding solicitation material to the beneficial owners of the Company's common stock.

Who will count the votes?

Representatives of Equiserve Trust Company N.A. will count the votes and will serve as the independent inspector of
election.

What if I return my proxy card but do not provide voting instructions?

If you provide specific voting instructions, your shares will be voted as you instruct. If you sign and return a proxy
card but do not specify how your shares are to be voted, the persons named as the Proxy Committee on the proxy card
will vote your shares in accordance with the Board of Directors' recommendations. These recommendations are:

* FOR the election of each of the nominees for director named in this proxy statement
(Dr. Joyce, Mr. Pertz and Mr. Sanders); and

* FOR the ratification of Ernst & Young LLP as our Independent Registered Public Accounting
firm for the fiscal year 2005.

What does it mean if I receive more than one proxy card?

It means that you have multiple accounts with brokers and/or our transfer agent. Please vote all of these shares. We
recommend that you contact your broker and/or our transfer agent to consolidate as many accounts as possible under
the same name and address. Our transfer agent is Equiserve Trust Company N.A., which may be contacted at
www.equiserve.com.

Will my shares be voted if I do not provide my proxy?

Your shares may be voted if they are held in the name of a brokerage firm, even if you do not provide the brokerage
firm with voting instructions. Brokerage firms have the authority under the New York Stock Exchange rules to cast
votes on certain "routine" matters if they do not receive instructions from their customers. The election of directors
and the proposal to ratify the selection of Ernst & Young LLP as our Independent Registered Public Accounting Firm
for fiscal year 2005 are considered routine matters for which brokerage firms may vote unvoted shares. When a
proposal is not a routine matter and the brokerage firm has not received voting instructions from the beneficial owner
of the shares with respect to that proposal, the brokerage firm cannot vote the shares on that proposal. This is called a
"broker non-vote."

How can I attend the meeting?

The annual meeting is open to all holders of Nalco common stock as of the close of business on March 15, 2005, or
their duly appointed proxies. You will need proof of ownership of Nalco's common stock to enter the meeting. If you
are a shareholder whose shares are registered in your own name, you may bring these materials as proof of ownership.
If you plan to attend the meeting, please so indicate when you vote and bring the proof of ownership with you to the
meeting. If your shares are held in the name of a bank, broker or other holder of record, you will need proof of
ownership to be admitted to the meeting. A recent brokerage statement or letter from a bank or broker is an example
of proof of ownership. Admittance to the annual meeting will be based upon availability of seating. All shareholders
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will be required to present valid picture identification. IF YOU DO NOT HAVE VALID PHOTO IDENTIFICATION
AND PROOF THAT YOU OWN NALCO COMMON STOCK, YOU MAY NOT BE ADMITTED INTO THE
MEETING.

May shareholders ask questions?

Yes. Representatives of the Company will answer shareholders' questions of general interest following the meeting. In
order to give a greater number of shareholders an opportunity to ask questions, individuals or groups will be allowed
to ask only one question and no follow-up questions or questions covering the same subject as a previously asked

question (as determined by the Chairman of our Board of Directors) will be permitted.

3

How many votes must be present to hold the meeting?

In order for us to conduct our meeting, a majority of the issued and outstanding shares of Nalco common stock, as of
March 15, 2005, must be present in person or represented by proxy at the meeting. This is referred to as a quorum.
Abstentions and broker non-votes will be counted for purposes of establishing a quorum at the meeting. Your shares
are counted as present at the meeting if you attend the meeting and vote in person or if you properly return a proxy by
Internet, telephone or mail.

How many votes are needed to elect directors?

The three (3) nominees receiving the highest number of "FOR" votes will be elected as directors. This number is
called a plurality. You may vote "FOR" all of the nominees or you may vote "WITHHOLD FROM ALL
NOMINEES" or withhold from particular nominees. Unless you mark "WITHHOLD FROM ALL NOMINEES" or
withhold from particular nominees, your proxy will be voted FOR each of the director nominees named in this proxy
statement. There is no cumulative voting permitted for the director election.

How many votes are needed to approve the other proposals?

Each of the Company's proposals will be considered separately. The ratification of Ernst & Young LLP as our
Independent Registered Public Accounting Firm must receive the "FOR" vote of a majority of the shares present in
person or represented by proxy and entitled to vote at the meeting. For each of these items, you may vote "FOR",
"AGAINST" or "TABSTAIN". Abstentions will be counted as shares present and entitled to vote at the meeting.
Accordingly, abstentions will have the same effect as a vote "AGAINST" the proposals. Broker non-votes will not be
counted as shares present and entitled to vote with respect to the particular matter on which the broker has not voted.
Thus, broker non-votes will not affect the outcome of any of the matters to be voted on at the meeting.

What if other matters are presented for consideration at the annual meeting?

As of the date of this Proxy Statement, our management knows of no matters that will be presented for consideration
at the meeting other than those matters discussed in this proxy statement. If any other matters properly come before
the meeting and call for a vote of shareholders, validly executed proxies in the enclosed form returned to us will be
voted in accordance with the recommendation of the Board of Directors, or, in the absence of such a recommendation,
in accordance with the judgment of the proxy holders.
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What is the board member annual meeting attendance policy?

Each board member is expected to attend the Company's annual meeting. This is the Company's first annual meeting
since its initial public offering in November 2004.

GOVERNANCE OF THE COMPANY

The business and affairs of our Company are managed under the direction of the Board of Directors. The Board
believes that good corporate governance is a critical factor in achieving business success and in fulfilling the Board's
responsibilities to shareholders. The Board believes that its corporate governance practices align management and
shareholder interests. Highlights of our corporate governance practices are described below.

What is the composition of the Board of Directors and how often are members elected?

Our Board of Directors presently consists of nine (9) directors. As discussed in more detail later in this section, the
Board has determined that two of our nine continuing directors are independent under the rules of the SEC and the
New York Stock Exchange ("NYSE"): Mr. Pertz, and Mr. Sanders. Both Mr. Pertz and Mr. Sanders are incumbent

nominees for election at this meeting.

We expect to add a third independent director to our board before November 10, 2005 (within 12 months of the
effectiveness of the Company's Registration Statement on Form S-1 filed with the

4

SEC). The terms of three of our directors, Dr. Joyce, Mr. Pertz and Mr. Sanders, expire on the date of this year's
annual meeting, May 5, 2005 ("Class I Directors"). Each of these Class I Directors is standing for election at this
annual meeting. The terms of Mr. Black, Mr. Friedman and Mr. O'Neill expire on the date of our 2006 annual meeting
("Class II Directors"), and the terms of Mr. Chu, Mr. Harris and Mr. Mehra expire on the date of our 2007 annual
meeting ("Class III Directors"). The new independent director we expect to add to the Board of Directors before
November 10, 2005 will be a Class II Director, having a term expiring on the date of our annual meeting in 2006.

The majority of the Company's shares are controlled by The Blackstone Group, Apollo Management L.P. and GS
Capital Partners (collectively the "Sponsors"), through our largest shareholder Nalco LLC and the operating
agreement governing the activities of Nalco LLC (described on page 11), and for this reason the Company is a
"controlled company" under the NYSE corporate governance standards. Under the NYSE standards, a company of
which more than 50% of the voting power is held by another company is a "controlled company" and may elect not to
comply with certain NYSE corporate governance standards, including (1) the requirement that a majority of the board
of directors consist of independent directors, (2) the requirement that we have a nominating/corporate governance
committee that is composed of entirely independent directors with a written charter addressing the committee's
purpose and responsibilities, (3) the requirement that we have a compensation committee that is composed of entirely
independent directors with a written charter addressing the committee's purpose and responsibilities and (4) the
requirement for an annual performance evaluation of the nominating and corporate governance and compensation
committees. We utilize certain of these exemptions. We do not have the following: (1) a majority of independent
directors on our Board of Directors, (2) nominating and corporate governance and compensation committees that
consist entirely of independent directors, and (3) an annual performance evaluation of our nominating and corporate
governance and compensation committees.
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How often did the board meet in fiscal 2004?

The Board of Directors met four times, our Audit Committee met nine times and our Compensation Committee and
Nominating and Corporate Governance Committee each met three times during fiscal 2004. Each of our directors
attended 75% or more of the meetings of the Board and the Committees of which he was a member (held during the
period he served as a director). Mr. Pertz was elected to the Board on November 10, 2004, and Mr. Sanders was
elected and accepted his position on the Board on January 10, 2005.

What are the committees of the board?

The Board of Directors has standing Audit, Compensation and Nominating and Corporate Governance Committees.
As described above, because we are a controlled company we utilize exemptions under the NYSE corporate
governance standards that permit these Committees to have non-independent members and not conduct annual
evaluations of the Compensation and Nominating and Corporate Governance Committees. The charters for the
Committees are available on the Company's Web site (www.nalco.com.)

5

Number of

Name of Committee and Meetings in
Members Functions of the Committee Fiscal 2004

Audit:

Mr. Douglas A. Pertz, » recommend the hiring or termination of an 9

Audit Committee Financial Independent Registered Public Accounting Firm

Expert and Chairman, ("independent auditor") and approve any work

Mr. Chinh E. Chu, performance by such auditor unrelated to our annual

Mr. Daniel S. Sanders audit

* approve the overall scope of the audit

* assist the Board in monitoring the integrity of our
financial statements, the independent auditor's
qualifications and independence, the performance of
the independent auditors, our internal audit function
and our compliance with legal and regulatory
requirements

 annually review an independent auditor's report
describing the auditing firm's internal quality-control
procedures, any material issues raised by the most
recent internal quality control review, or peer review,
of the auditing firm

* discuss the annual audited financial and quarterly
statements with management and the independent
auditor

* discuss earnings press releases, as well as financial
information and earnings guidance provided to
analysts and rating agencies
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* discuss policies with respect to risk assessment and
risk management

* meet separately, periodically, with management,
internal auditors and independent auditor

* review with the independent auditor any audit
problems or difficulties with managements' responses
* set clear hiring policies for employees or former
employees of the independent auditors

* annually review the adequacy of the audit
committee's written charter

* handle such other matters as delegated to the audit
committee by the Board of Directors

* report regularly to the full Board of Directors

* evaluate the performance of the audit committee

The Audit Committee operates under a written charter adopted by the Board of Directors, which is attached hereto as
Annex A and is available through our Web site at www.nalco.com.

The Board of Directors has determined that Mr. Pertz and Mr. Sanders are independent within the meaning of
applicable SEC regulations and the listing standards of the NYSE and that Mr. Pertz is qualified as an audit committee

financial expert within the meaning of Section 407 of the Sarbanes-Oxley Act and applicable SEC regulations. The
Board has also determined that each Board member is financially literate within the meaning of the NYSE listing
standards. It is anticipated that before November 10, 2005, the 12-month anniversary of the effective date of the

Company's Registration Statement on Form S-1, that Mr. Chu will be replaced on the Audit Committee by an

6

independent director in accordance with NYSE and SEC rules. The Company does not believe that its reliance on an
exemption from the independence requirements adversely affects the ability of the Audit Committee to act
independently or satisfy other SEC audit committee requirements.

Name of Committee and
Members

Compensation:

Mr. Sanjeev K. Mehra,

Chairman,

Mr. Chinh E. Chu,

Mr. Joshua J. Harris

Number of
Meetings in
Functions of the Committee Fiscal 2004
* review key employee compensation policies, plans 3

and programs

* review and approve the compensation of our chief
executive officer and other executive officers and
individuals reporting to the chief executive officer

* develop and recommend to the Board of Directors
compensation for the Board members

* review and approve employment contracts and other
similar arrangements with executive officers

» review and consult with the chief executive officer
on the selection of officers and evaluation of

11
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executive performance and other matters

* review administration of stock plans and other
incentive compensation plans

* oversee compliance with any applicable
compensation reporting requirements of the SEC
* approve the appointment and removal of trustees
and investment managers for pension fund assets
* retain consultants to advise the committee on
executive compensation practices and policies

* handle other matters that are delegated to the
Committee by the Board of Directors

The Compensation Committee operates under a written charter adopted by the Board of Directors, which is available
through our Web site at www.nalco.com.

Name of Committee and
Members

Nominating and Corporate

Governance:

Mr. Paul H. O'Neill,

Chairman,

Mr. Leon D. Black,

Mr. Richard A. Friedman

Number of
Meetings in
Functions of the Committee Fiscal 2004
* develop and recommend criteria for selecting new 3

directors
¢ screen and recommend to the Board of Directors
individuals qualified to become executive officers

¢ oversee evaluations of the Board of Directors, and
its members and committees of the Board of
Directors

* handle such other matters that are specifically
delegated to the nominating and corporate
governance committee by the Board of Directors

The Nominating and Corporate Governance Committee operates under a written charter adopted by the Board of
Directors, which is available through our Web site at www.nalco.com.

7

Name of Committee and
Members
Executive:
Dr. William H. Joyce,
Chairman,
Mr. Chinh E. Chu,
Mr. Joshua J. Harris,
Mr. Sanjeev K. Mehra

Number of
Meetings in
Functions of the Committee Fiscal 2004
* exercises all of the powers of the Board in the
management of the business of the Company while
the Board is not in session

How does the Board select nominees for the Board?

12
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The Board of Directors and Nominating and Corporate Governance Committee consider candidates for Board
membership suggested by the Board or Nominating and Corporate Governance Committee members, consistent with
the limits of the Amended and Restated Articles of Incorporation and Amended and Restated Bylaws, the Company's
Corporate Governance Guidelines and charter of the Nominating and Corporate Governance Committee. The
Committee's charter provides that it may retain a third-party executive search firm to identify candidates from time to
time. (Currently, the Committee has not retained a search firm and no search firm was used for any of the current
directors.)

The Board's and Nominating and Corporate Governance Committee's assessment of a proposed candidate will include
areview of, among other things, the person's integrity, experience, specialized expertise in our industry,
independence, understanding of issues affecting the Company, time availability, and such other factors as the
Nominating and Corporate Governance Committee determines are relevant in light of the needs of the Board of
Directors. The Committee also considers the current composition of the Board, the balance of management and
independent directors, the need for Audit Committee expertise and the evaluations of other prospective nominees. For
a shareholder to submit a candidate for consideration by the Nominating and Corporate Governance Committee, a
shareholder must notify Nalco's Corporate Secretary.

Any shareholder who desires to recommend an individual as a nominee to the Board of Directors should submit the
recommendation in writing to the Corporate Secretary, c/o Nalco Company, 1601 W. Diehl Road, Naperville, IL
60563-1198 with the proper notice, as provided in the Bylaws, as amended, between 90 and 120 days prior to the first
anniversary of the previous year's annual meeting (for the 2006 annual meeting, the Corporate Secretary must receive
this notice on or after January 5, 2006, and on or before February 4, 2006), and should include the following
information:

* the name and address of the recommending shareholder(s), and the class and number of shares
of our common stock that are beneficially owned by the recommending shareholder(s),

* the name, age, business address and principal occupation and employment of the recommended
nominee,

* any information relevant to a determination of whether the recommended nominee meets the
criteria for Board of Directors membership established by the Board of Directors and/or the
Nominating and Corporate Governance Committee,

* any information regarding the recommended nominee relevant to a determination of whether
the recommended nominee would be considered independent under the applicable New York
Stock Exchange rules,

* all other information relating to the recommended nominee that is required to be disclosed in
solicitations for proxies in an election of directors pursuant to Regulation 14A under the
Securities Exchange Act of 1934, as amended, including, without limitation, information
regarding (1) the recommended nominee's business experience over the past five years, (2) the
class and number of our shares, if any, that are beneficially owned by the recommended
nominee and (3) material relationships or transactions, if any, between the recommended
nominee and us or our management,

* a description of any business or personal relationships between the recommended nominee and
the recommending shareholder(s),

* a statement, signed by the recommended nominee, (1) verifying the accuracy of the
biographical and other information about the nominee that is submitted with the

13
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recommendation and (2) affirming the recommended nominee's willingness to be a director, and

* if the recommending shareholder(s) has beneficially owned more than 5% of our voting stock

for at least one year as of the date the recommendation is made, evidence of such beneficial

ownership as specified in the rules and regulations of the SEC.
The Nominating and Corporate Governance Committee considers individuals recommended by shareholders in the
same manner and to the same extent as it considers director nominees identified by other means. The Chairman of the
Nominating and Corporate Governance Committee will make exploratory contacts with those nominees whose skills,
experiences, qualifications and personal attributes satisfy those that the Nominating and Corporate Governance
Committee has identified as essential for a nominee to possess, as described above. Then, an opportunity will be
arranged for the members of the Nominating and Corporate Governance Committee or as many members as can do so
to meet the potential nominees. The Nominating and Corporate Governance Committee will then select a nominee to
recommend to the Board of Directors for consideration and appointment. Board members appointed in this manner
will serve, absent unusual circumstances, until their election by our shareholders at the next annual meeting of
shareholders. The Board and Nominating and Corporate Governance Committee have not received director
nominations from any shareholders outside the Board or Nominating and Corporate Governance Committee.

How are directors compensated?

Dr. Joyce is our only director who is also an employee of the Company or one of its affiliates. Dr. Joyce receives no
additional compensation for his service on the Board of Directors. Each non-management director as of February 18,
2005, receives the following compensation for his services on the Board of Directors and its Committees: (a) $30,000
annual retainer paid in equal quarterly installments, (b) $1,000 for each attended Board or Committee meeting, (c) the
Chairperson of the Audit Committee also receives an additional annual payment of $5,000 paid in equal quarterly
installments and (d) 2,000 restricted share units on the first day of each calendar year during which the director serves,
such restricted share units vesting into unrestricted shares on the second anniversary of the grant if the director
continues in his or her service, on the vesting date. The non-management directors have received restricted stock
awards in 2005 pursuant to the 2004 Stock Incentive Plan. Compensation paid or granted by the Company to Mr.
Friedman and Mr. Mehra as directors of the Company may be paid to The Goldman Sachs Group, Inc.

How much Nalco stock do the directors own?

Stock ownership information for each director nominee and continuing director as of December 31, 2004 is shown in
the table on page 20.

How does the Board determine which directors are considered independent?

The Board reviews each of the directors against the Company's Corporate Governance Guidelines (the "Guidelines"),
adopted by the Board, and the independence requirements of the SEC and the NYSE to determine independence. The
full text of the Guidelines can be found on the Company's Web site at www.nalco.com. A copy may also be obtained
upon request from the Company's Corporate Secretary.

Pursuant to the Guidelines, the Board also updated its annual review of director independence, based on
questionnaires completed by each of the Directors. During this review, the Board considered transactions and
relationships between each Director or any member of his or her immediate family and the Company and its
subsidiaries and affiliates. As provided in the Guidelines, the purpose of this review was to determine whether any
such relationships or transactions were inconsistent with a determination that the Director is independent.
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As a result of this review, the Board affirmatively determined that Mr. Pertz and Mr. Sanders are independent of the
Company and its management under the rules of the NYSE and SEC. Mr. Sanders retired from ExxonMobil
Corporation, a Nalco Company customer, in August, 2004, prior to his joining the Board in January, 2005. Mr.
Sander's retirement income from ExxonMobil Corporation is not contingent on any continued service or consulting
agreement with ExxonMobil Corporation and his former employment with ExxonMobil does not impact his
independence on our Board. Similarly, Mr. Pertz has no relationships or transactions which would impact his
independence. Mr. Pertz and Mr. Sanders do not serve on the audit committees of more than three public companies.
Dr. Joyce is not considered an independent director because of his employment as Chief Executive Officer of the
Company. Mr. Black, Mr. Chu, Mr. Friedman, Mr. Harris, Mr. Mehra and Mr. O'Neill may not be considered
independent directors because of their affiliations with certain of our Sponsors (described in the next paragraph), and
the Company is not treating these directors as independent for purposes of determining its compliance with NYSE and
SEC requirements.

Mr. Chu and Mr. O'Neill are associated with our Sponsor: The Blackstone Group; Mr. Chu is a Senior Managing
Director of Blackstone, and Mr. O'Neill is a Special Advisor at Blackstone. Mr. Black and Mr. Harris are associated
with our Sponsor: Apollo Management L.P.; Mr. Black is a founding partner of Apollo Advisors L.P. and Apollo Real
Estate Advisors, and Mr. Harris is a founding partner of Apollo Management. Mr. Friedman and Mr. Mehra are
associated with our Sponsor: GS Capital Partners; Mr. Friedman is head of Goldman, Sachs & Co.'s Merchant
Banking Division, head of Goldman, Sachs & Co.'s Principal Investment Area, Chairman of the Merchant Banking
Division's Investment Committee and a member of Goldman, Sachs & Co.'s Management Committee, and Mr. Mehra
is a Managing Director of Goldman, Sachs & Co.'s Principal Investment Area and a member of its Investment
Committee.

Are there any other material business relationships with entities associated with our directors?
a. Stockholders Agreement

We, Nalco LLC and certain members of Nalco LLC controlled by our Sponsors, entered into a stockholders
agreement in November 2004. The stockholders agreement provides that our Board of Directors, subject to the
provisions described below, may be increased to not more than ten members. Nalco LLC is entitled to designate a
nominee for election to each available seat on the Board of Directors; provided that the eighth, ninth and tenth
nominees shall qualify as independent directors under the rules of the New York Stock Exchange and otherwise meet
the Guidelines. The Board of Directors may be further expanded in accordance with applicable law or New York
Stock Exchange rules. The stockholders agreement provides that six of Nalco LLC's nominees to the board of
directors (other than independent directors) will be split evenly among the Sponsors (subject to adjustment based on
their holdings in Nalco LLC) with the seventh to be nominated by agreement of the Sponsors.

If we are required by New York Stock Exchange regulations to have a majority of independent directors on our Board,
upon the occurrence of any transaction whereby we cease to be a "controlled company," Nalco LLC will cause three
directors nominated by Nalco LLC (other than independent directors) to resign from the board of directors. The board
of directors will simultaneously be reduced or increased, as the case may be, in size to nine directors. The two
vacancies thus created will be filled by independent directors appointed by the Nominating and Corporate Governance
committee of the Board of Directors. Following such a transaction for so long as Nalco LL.C continues to hold more
than 35% of our outstanding common stock it shall retain the right to designate four nominees for election to our
Board of Directors, subject to compliance with the New York Stock Exchange rules, three of which shall be allocated
evenly among the Sponsors with the fourth, which may be our Chief Executive Officer, to be nominated by agreement
of the Sponsors. If Nalco LL.C continues to hold (1) less than 35% but at least 25% of our outstanding common stock,
it will retain the right to designate three director nominees; (2) less than 25% but at least 15% of our outstanding
common stock, it will retain the right to designate two director nominees; and (3) less than 15% but at least 10% of
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our outstanding common stock, it will retain the right to designate one director nominee, and in each case, Nalco LLC
will cause such number of directors nominated by Nalco LLC to resign as would be

10

necessary to make the number of remaining directors correspond with Nalco LLC's designation rights unless our
Board decides that any such directors should continue to serve on our Board. Once Nalco LLC holds less than 10% of
our outstanding common stock, it shall have no right to designate directors. Pursuant to the stockholders agreement,
any Sponsor that does not have the right, through Nalco LLC, to nominate a director to the board of directors, shall
have the right to nominate a non-voting observer to attend board meetings.

To the extent permitted by applicable law and until we are no longer a "controlled entity", each Sponsor will have the
right to include at least one director specified by such Sponsor on each of our Board committees. If a director
specified by a Sponsor is not eligible to be a member of a Board committee, such Sponsor will have the right, to the
extent permitted by applicable law, to nominate an observer to attend meetings of such committee.

b. Nalco LLC Limited Liability Company Operating Agreement

The Sponsors, William H. Joyce, William J. Roe, Bradley J. Bell, Daniel M. Harker, Louis L. Loosbrock and certain
other members of management beneficially own capital stock in our company through Nalco LLC. The limited
liability company operating agreement of Nalco LLC (1) provides for the governance of Nalco Holding Company, and
its material subsidiaries (2) provides specific rights to the holders of Nalco LLC's limited liability company interests
with respect to those interests, such as tag-along and drag-along rights and (3) provides specific rights with respect to
certain sales of capital stock of Nalco Holding Company, and its material subsidiaries, such as transfer restrictions and
registration rights.

All significant decisions involving Nalco LLC and any voting or other rights to be exercised in respect of its direct or
indirect subsidiaries require the approval of the board of directors of Nalco LLC or the Sponsor members of Nalco
LLC, including the approval of directors appointed by at least two of the three Sponsors (or two of the three Sponsors
as members). If either The Blackstone Group or Apollo Management sells more than two-thirds of its current equity
stake in Nalco LLC or if GS Capital Partners sells more than 51.5% of its current equity stake in Nalco LLC, that
Sponsor will lose one of its two director designation rights. If either Blackstone or Apollo sells more than 90% of its
current equity stake in Nalco LLC or if GS Capital Partners sells more than 85.5% of its current equity stake in Nalco
LLC, that Sponsor will lose its remaining director designation right but will retain appropriate information rights and
the right to designate an observer to attend Nalco LL.C board meetings. If one Sponsor has the right to appoint only
one director to the Nalco LLC board but the other two Sponsors continue to have the right to appoint two directors,
then all Nalco LLC board decisions will require the approval of the designees of the two Sponsors that are still entitled
to appoint two directors. If at least two of the Sponsors no longer have the right to appoint two directors to the Nalco
LLC board, then the rule requiring approval of board designees of at least two of the Sponsors will no longer be
operative. Actions by members of Nalco LLC will similarly require approval of two of the three Sponsors in those
circumstances in which the relative equity ownership of Nalco LLC would require that actions be taken by director
appointees of two of the three Sponsors.

c. Monitoring Fee Agreement/Sponsor Services Agreement

Following the Sponsors' acquisition of Nalco Company in November, 2003, affiliates of the Sponsors entered into a
monitoring fee agreement under which these affiliates of the Sponsors agreed to provide certain structuring, advisory,
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and management services to us and to Nalco Company for a twelve-year period, unless earlier terminated by
agreement between us and the Sponsors or until such time as the Sponsors' direct or indirect ownership of us fell
below 5%. The annual monitoring fee under this monitoring fee agreement was equal to the greater of $10 million or
2% of our EBITDA for the preceding fiscal year.

We amended and restated the monitoring fee agreement on November 10, 2004, pursuant to which the monitoring
services provided to us by the Sponsors' affiliates were terminated. We paid the Sponsors' affiliates a termination fee
of $35.0 million. The amended and restated agreement, which we refer to as the "sponsor services agreement," will
provide the Sponsors' affiliates with a right of first

11

refusal to provide us with financial advisory services in exchange for mutually agreeable compensation. This right of
first refusal will terminate when the Sponsors directly or indirectly hold less than 5% of our outstanding common
stock.

We have agreed to indemnify the Sponsors and their affiliates, directors, officers and representatives for losses
relating to the services contemplated by the monitoring fee/sponsor services agreement and their engagement of the
affiliates of the Sponsors pursuant to, and the performance by them of the services contemplated by, the monitoring
fee/sponsor services agreement.

d. Management Members Agreement

Pursuant to management members agreements Nalco LLC (part of the Nalco LLC 2004 Unit Plan, page 25) entered
into with certain members of our management, each management unitholder in Nalco LL.C has the right to sell his/her
class A units in Nalco LLC, as well as his/her class B units, class C units and class D units in Nalco LLC if any, after
they have vested (the "vested units"), to Nalco LLC. Following the date that is the later of the date on which any
applicable "lock-up" period terminates and the date that is six months and one day after (i) the date when the units
were purchased (in the case of class A units) or (ii) the date on which the units vest (in the case of class B units, class
C units and class D units), the unitholder may sell, and Nalco LLC must repurchase, all or a portion of such
unitholder's class A units and vested units. Nalco LLC would then be required to repurchase such units by delivering
shares of our common stock to the unitholder. The price required to be paid by Nalco LLC for the class A units and
vested units will be the fair market value of such units as of the date the "put" right is exercised by the unitholder. The
"put” right will be subject to certain limitations on its exercise, as described in the definitive documents. The
unitholder will also be entitled to participate in certain sales by the Sponsors.

e. Registration Rights Agreement

On November 10, 2004, we entered a registration rights agreement with Nalco LLC and its members. Under the
registration rights agreement, the Sponsors will have the right to request us to register the sale of shares held by Nalco
LLC, including shares issuable upon exercise of the warrant held by Nalco LLC, on their behalf and may require us to
make available shelf registration statements permitting sales of shares into the market from time to time over an
extended period. In addition, the members of Nalco LLC (including members of management) will have the ability to
exercise certain piggyback registration rights in connection with registered offerings requested by the Sponsors or
initiated by us.

f. Warrant
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On November 10, 2004, we issued Nalco LLC a warrant to purchase, for $0.01 per share, up to 6,191,854 shares of
our common stock. This warrant will enable Nalco LLC to deliver shares to members of our management who have
the right to put, or sell, their vested class B, class C and class D units to Nalco LLC, (which Nalco LLC is entitled to
repurchase in certain circumstances when such members of management leave our company) in exchange for our
shares. Subject to limited exceptions, the warrant becomes exercisable upon our achieving the same EBITDA targets
and upon the occurrence of the same specified events applicable to the vesting of the Nalco LLC class B units, class C
units and class D units (except that there is no service requirement comparable to that applicable to individual holders
of class B, class C and class D units). In the event that Nalco LLC at any time holds more shares acquired upon
exercise of the warrant than it would be required to use to satisfy management put rights with respect to vested Nalco
LLC units, Nalco LLC will be obligated to place any such excess shares into an escrow account for our use in
connection with delivery of such shares in connection with our incentive compensation plans. Upon depositing such
excess shares with the escrow agent, Nalco LLC will have no further rights with respect to the excess shares. The
registration rights agreement requires us, upon request by Nalco LLC, to register shares acquired upon exercise of the
warrant under a registration statement in order to facilitate their delivery to members of management in exchange for
units of Nalco LL.C. See page 25, Nalco LLC 2004 Unit Plan.
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g. Relationships with Affiliates of our Sponsors

Our Sponsors have ownership interests in a broad range of companies ("Portfolio Companies") and have affiliations
with other companies ("Affiliated Companies"). We have entered into commercial transactions in the ordinary course
of our business with these Portfolio Companies and Affiliated Companies, including the sale of goods and services
and the purchase of goods and services.

h. Sponsor Indemnification for Certain of Our Board Members

Those of our board members who are affiliated with our Sponsors may also have indemnification agreements or
protections from our Sponsors relating to their service on our Board of Directors.

How do shareholders or interested parties communicate with non-management directors?

Shareholders and other parties interested in communicating directly with the non-management directors as a group or
the Board may do so by contacting the Company's Corporate Secretary, who will notify Mr. Pertz (on behalf of the
Audit Committee) of such interest, or by contacting Mr. Pertz in accordance with "Whistleblower Procedures”
established by the Audit Committee and reflected in Exhibit B to the Audit Committee Charter (Annex A). Mr. Pertz
is an independent, non-management director who is Chairman of our Audit Committee. Written correspondence from
shareholders relating to accounting, internal controls or auditing matters are immediately brought to the attention of
Mr. Pertz and to the internal audit department. Mr. Pertz chairs the executive sessions (sessions conducted without
management) of our Board of Directors.

What are the Company's Policies on Reporting of Concerns Regarding Accounting?

The Audit Committee has established policies on reporting of concerns regarding accounting and other matters in
addition to our policy on communicating with our non-management directors. Any person, whether or not an
employee, who has a concern about the conduct of the Company or any of our people, with respect to accounting,
internal accounting controls, auditing matters or other concerns, may, in a confidential or anonymous manner,
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communicate that concern to the General Counsel of the Company. If any person believes that he or she should
communicate with a non-management or independent director, he or she may contact Mr. Pertz, Chairman of our
Audit Committee, or discuss any concern on an anonymous basis, in accordance with our Whistleblower Procedures,
by contacting our Ethics Line at 888-749-1949 or 777-582-5201 (for international callers).

What are the Company's Corporate Governance Guidelines and Ethics Policies?

* Board Committee Charters. The Audit, Compensation and Nominating and Corporate Governance Committees of the
Board of Directors operate pursuant to written charters. Each charter is available on the Company's Web site at
www.nalco.com and is available in print to any shareholder who requests it from the Company Secretary.

» Corporate Governance Principles. The Board of Directors has documented its corporate governance principles in the
Guidelines, which were adopted to reflect certain best practices and requirements of the NYSE. The Guidelines are
available on the Company's Web site at www.nalco.com.

* Code of Ethical Business Conduct and Officer Code of Ethics. Nalco's Code of Ethical Business Conduct emphasizes
the Company's commitment to the highest standards of business conduct. The Code of Ethical Business Conduct also
sets forth information and procedures for employees to report ethical or accounting concerns, misconduct or violations
of the Code in a confidential manner. The Code of Ethical Business Conduct applies to the Board of Directors and the
principal executive officer, the principal financial officer and the principal accounting officer, as well as all employees
of the Company. Nalco's executive and financial officers also adhere to Nalco's Officer Code of Ethics. Periodically,
our directors, officers and certain management employees in the Company are required to complete a conflict of
interest questionnaire and certify in writing that they have read and understand the Code of Ethical Business Conduct.
The Code of Ethical Business Conduct and Officer Code of Ethics are available on the Company's Web site at
www.nalco.com or by contacting our Corporate Secretary to receive a written copy.
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The Company intends to post amendments to or waivers from its Code of Ethical Business Conduct and Officer Code
of Ethics (to the extent applicable to the Board of Directors or executive officers) on its Web site.

What other Significant Board Practices does the Company have?

* Private Executive Sessions. The non-management members of our Board of Directors and our Audit Committee
meet at least once each year (and more often, if requested by any member) in an executive session in which no
member of management is present to discuss any matters selected by such member. These executive sessions are
chaired by Mr. Pertz unless another individual is designated as chair by the non-management members. Independent
directors will meet by themselves at least once each year.

* Advance Materials. Information and data important to the directors' understanding of the business or matters to be
considered at a Board or Board Committee meeting are, to the extent practical, distributed to the directors sufficiently
in advance of the meeting to allow careful review prior to the meeting.

* Board and Committees' Evaluations. The Board has an annual self-evaluation process. This assessment focuses on
the Board's contribution to the Company and emphasizes those areas in which the Board believes a better contribution
could be made. In addition, the Audit Committee also conducts a similar annual self-evaluation. The results of Board
evaluations are reviewed by the Nominating and Corporate Governance Committee and the Board may take action
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based on noted weaknesses.
What access do the Board and Board Committees have to Management and to Outside Advisors?

* Access to Management and Employees. Directors have full and unrestricted access to the management and
employees of the Company. Additionally, key members of management attend Board meetings to present information
about the results, plans and operations of the business within their areas of responsibility.

* Access to Outside Advisers. The Board and its committees may retain counsel or consultants without obtaining the
approval of any officer of the Company in advance or otherwise. The Audit Committee has the sole authority to retain
and terminate the independent auditor. The Nominating and Corporate Governance Committee has the authority to
retain search firms to be used to identify director candidates though it has not chosen to do so. The Compensation
Committee has the authority to retain compensation consultants for advice on executive compensation matters.

Does the Company require stock ownership by directors?

The Company does not require that directors own shares of the Company's stock. As described under Director
Compensation, above, the non-management directors receive as part of their compensation restricted share units in the
Company stock, and Dr. Joyce, the sole management director, owns shares of Nalco Holding Company stock and

certain units and restricted units in Nalco LLC.
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PROPOSALS TO BE VOTED UPON

PROPOSAL 1: ELECTION OF DIRECTORS
(Item 1 on the Proxy Card)

Who are this year's nominees?

The Board of Directors consists of nine members, divided into three classes. The three-year term of the classes are
staggered so that the term of one class expires at each annual meeting. The terms of the three Class I Directors will
expire at the 2005 annual meeting. The Board of Directors has nominated the following Class I Directors, all
incumbents, for election at the annual meeting:

* Dr. William H. Joyce;

* Mr. Douglas A. Pertz; and

* Mr. Daniel S. Sanders.
If elected, we expect that Dr. Joyce and Mr. Pertz and Mr. Sanders will serve as Class I Directors and hold office until
the 2008 annual meeting of shareholders and until their respective successors have been elected and qualified. Dr.
Joyce and Mr. Pertz and Mr. Sanders are current board members and are standing for reelection.

Biographical information about each of the nominees, including their present occupations and business experience,
follows. The Board recommends that you vote FOR the election of these nominees.
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Dr. William H. Joyce

Age 69

Director of the Company since June
2004

Chairman of the Board and Chief
Executive Officer of Nalco Company
since November 2003

Dr. Joyce became the Chairman of the Board and Chief
Executive Officer of Nalco Company in November 2003. Dr.
Joyce was formerly the Chairman and Chief Executive Officer
of Hercules Incorporated, a position he took in May 2001. Dr.
Joyce was Chairman, President and Chief Executive Officer of
Union Carbide Corporation from 1996 through May 2001. From
1995 to 1996, Dr. Joyce was President and Chief Executive
Officer, and from 1993 to 1995 he was President of Union
Carbide. Prior to that, he had been Chief Operating Officer of
Union Carbide since 1992. Dr. Joyce holds a B.S. degree in
Chemical Engineering from Penn State University, and M.B.A.
and Ph.D. degrees from New York University. He received the
National Medal of Technology Award in 1993 from President
Clinton, the Plastics Academy's Industry Achievement Award in
1994 and Lifetime Achievement Award in 1997. In 1997, he was
inducted into the National Academy of Engineering. In 2003,
Dr. Joyce received the Society of Chemical Industry Perkin
Medal Award. Dr. Joyce has been a Director of El Paso
Corporation since May 2004, a Director and member of the
Audit Committee of CVS Corporation since April 1994, and a
Director of Celanese Corporation since December 2004. He is a
Trustee of the Universities Research Association, Inc. and
Co-Chairman of the Government University-Industry Research
Roundtable of the National Academies. Dr. Joyce has served as
Chairman of the Board of the Society of Plastics Industry and on
the executive committee of the American Chemistry Council.

Mr. Douglas A. Pertz

Age 50

Director of the Company since
November 2004

Mr. Daniel S. Sanders

Age 65

Director of the Company since
January 2005

Mr. Pertz was Chairman and Chief Executive Officer of IMC
Global Inc., one of the world's leading producers and marketers
of concentrated phosphate and potash crop nutrients, from
October 2000 to October 2004. From October 1999 to October
2000, Mr. Pertz served as President and Chief Executive Officer
of IMC Global Inc. and from October 1998 to October 1999, as
President and Chief Operating Officer of IMC Global Inc. Prior
to joining IMC Global Inc., Mr. Pertz served from 1995 to 1998
as President and Chief Executive Officer and as a Director of
Culligan Water Technologies, Inc., a leading manufacturer and
distributor of water, purification and treatment products. Mr.
Pertz currently serves on the board of directors of The Mosaic
Company, Compass Minerals International Inc. and Bowater
Incorporated.

Mr. Sanders is the former President, ExxonMobil Chemical
Company, and Vice President, ExxonMobil Corporation. He
retired from ExxonMobil on August 31, 2004 after 43 years of
service. In 1988, Mr. Sanders became Executive Assistant to the
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Chairman and President of Exxon Corporation, and in 1990 was
appointed Senior Vice President of Exxon Company, U.S.A. In
1992, he became worldwide President of the Basic Chemicals
Group of Exxon Chemical Company, and in 1994 he became
Vice President of Human Resources of Exxon Corporation. He
was named Executive Vice President of Exxon Chemical in
1998 and President in January 1999. He was named President of
ExxonMobil Chemical Company in December of 1999 when the
two companies merged. Mr. Sanders is past Chairman of the
Board of the American Chemistry Council and past Chairman of

the Society of Chemical Industry, American Section. He
currently serves as a Director of Milliken and Co., Arch

Chemical and Celanese Corporation. Mr. Sanders received the

Society of Chemical Industry Medal in 2005.

What if a nominee is unwilling or unable to serve?

That is not expected to occur. If it does, proxies will be voted for a substitute nominated by the Board of Directors.

What vote is required to elect directors?

A plurality of the votes cast at the annual meeting is required for the election of directors. This means that the three

nominees receiving the highest number of votes cast at the meeting will be elected.

Who are the other directors?

The other directors of the Company whose terms of office continue after this annual meeting are listed below. Each of

these directors will serve until the annual meeting of shareholders in the year indicated and until their respective

successors have been elected and qualified.
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Class II Directors — Terms Expiring in 2006
Mr. Leon D. Black

Age 53

Director of the Company since

June 2004 and

Director of Nalco Company since November 2003

Mr. Black is a founding partner of
Apollo Advisors, L.P. and Apollo
Real Estate Advisors, L.P. Mr.
Black also serves on the boards of
directors of AMC Entertainment
Inc., Wyndham International, Inc.,
Allied Waste Industries, Inc., Sirius
Satellite Radio Inc., and United
Rentals, Inc. Mr. Black also serves
as a Trustee of The Museum of
Modern Art, Mount Sinai-NYU
Medical Center, Lincoln Center for
the Performing Arts, the
Metropolitan Museum of Art, Prep
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for Prep, the Asia Society and
Dartmouth College. Mr. Black
received a B.A. degree from
Dartmouth College and an M.B.A.
degree from Harvard Business

School.
Mr. Richard A. Friedman Mr. Friedman is head of Goldman,
Age 47 Sachs & Co.'s Merchant Banking
Director of the Company since June 2004 and Division, head of Goldman, Sachs
Director of Nalco Company since November 2003 & Co.'s Principal Investment Area,

Chairman of the Merchant Banking
Division's Investment Committee
and a member of Goldman, Sachs
& Co.'s Management Committee.
Mr. Friedman joined Goldman,
Sachs & Co. in 1981, became a
partner in 1990, and was made a
Managing Director in 1996. He
serves on the boards of directors of
Burger King Corporation, and
Yankees Entertainment and Sports
Network, LLC (YES). Mr.
Friedman received a B.A from
Brown University and an M.B.A
from the University of Chicago
Graduate School of Business.

Mr. Paul A. O'Neill Mr. O'Neill has been a Special
Age 69 Adpvisor at The Blackstone Group
Director of the Company since L.P. since March 2003. Prior to
June 2004 and that, he served as U.S. Secretary of
Director of Nalco Company since November, 2003 the Treasury during 2001 and 2002

and was Chief Executive Officer of
Alcoa Inc. from 1987 to 1999 and
Chairman of the Board from 1987
to 2000. He currently also serves
on the boards of directors of TRW
Automotive Holdings Corporation,
Celanese Corporation and Eastman

Kodak Company.
Class I1I Directors — Terms Expiring in 2007
Mr. Chinh E. Chu Mr. Chu is a Senior Managing Director of The Blackstone
Age 38 Group, which he joined in 1990. Mr. Chu currently serves on the

Director of the Company since June  boards of directors of Celanese Corporation, Financial Guaranty
2003 and Insurance Company, Haynes International, Inc. and Nycomed
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Director of Nalco Company since Holdings.

November 2004

Mr. Joshua J. Harris Mr. Harris is a founding partner of Apollo Advisors, L.P. Mr.
Age 40 Harris is a Director of Resolution Products LLC, Resolution
Director of the Company since June  Specialty Materials, Pacer International, Inc., Compass Minerals
2004 and International, Inc., General Nutrition Centers, Inc., United Agri
Director of Nalco Company since Products Inc., Quality Distribution, Inc. and Borden Chemical,
November 2003 Inc. Mr. Harris received a B.S. degree from the Wharton School

at The University of Pennsylvania and an M.B.A from Harvard
Business School.

Mr. Sanjeev K. Mehra Mr. Mehra is a Managing Director of Goldman, Sachs & Co.'s
Age 46 Principal Investment Area, and a member of its Investment
Director of the Company since June ~ Committee. Mr. Mehra joined Goldman, Sachs & Co. in 1986,
2004 and was made a Managing Director in 1996 and became a partner in
Director of Nalco Company since 1998. He serves on the boards of directors of Burger King
November 2003 Corporation, Hexcel Corporation, Madison River Telephone

Company LLC and North American RailNet, Inc. Mr. Mehra
received an A.B. from Harvard College and an M.B.A from
Harvard Business School.

PROPOSAL 2: RATIFICATION OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM
(Item 2 on the Proxy Card)

What am I voting on?

The Audit Committee of the Board has appointed the Independent Registered Public Accounting Firm of Ernst &
Young LLP to conduct our independent audit for 2005. Although shareholder ratification of the appointment is not
required, the Board has decided to ascertain the position of the shareholders on the appointment. The Audit
Committee will reconsider the appointment if not ratified. The Board and the Audit Committee recommend that
the stockholders vote FOR the ratification of the appointment of Ernst & Young LLP as our Independent
Registered Public Accounting Firm for 2005.

Will a representative of Ernst & Young LLP be present at the meeting?

Representatives of Ernst & Young LLP will be present at the annual meeting and will have the opportunity to make a
statement if they desire and will be available to respond to appropriate questions from shareholders.

What vote is required to approve this proposal?
Approval of this proposal requires the affirmative vote of a majority of the shares present in person or represented by
proxy and entitled to vote at the annual meeting. If the selection of Ernst & Young LLP is not ratified, the Audit

Committee will reconsider the selection of an Independent Registered Public Accounting Firm.
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What fees did we pay to Ernst & Young LLP for audit and other services for fiscal years 2004 and 2003?
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The following table presents fees for professional services rendered by Ernst & Young LLP for the audit of the
Company's annual financial statements for 2004 and 2003, and fees billed for audit-related services, tax services and
all other services rendered by Ernst & Young LLP for 2004 and 2003.

(in millions) 2004 2003
Audit fees(D $ 61 $ 3.1
Audit-related fees® — 1.6
Audit and audit-related fees 6.1 4.7
Tax fees® 0.1 0.1
All other fees — —
Total fees® $ 62 $ 48

(D Audit fees for 2004 and 2003 include fees for the audit of the annual consolidated financial statements,
reviews of the condensed consolidated financial statements included in the Company's quarterly reports,
and statutory audits. Additionally, audit fees for 2004 include fees for the re-audits of the 2001 financial
statements, reviews of registration statements and issuances of related letters to underwriters and
consents.

(@ Audit-related fees for 2003 consisted principally of fees for services provided in connection with the
acquisition of the Company in November 2003.

G)Tax fees for 2004 and 2003 consisted principally of fees for tax advisory services.

@Ernst & Young LLP full time, permanent employees performed all of the professional services described
in this chart.

The Company's Pre-Approval Policy setting forth the Company's policy for pre-approval of audit and non-audit
services is attached as Exhibit A to our Audit Committee charter, attached as Annex A hereto and can be found at
www.nalco.com.

To safeguard the continued independence of the independent auditors, the Audit Committee has adopted a policy that
prevents our independent auditors from providing services to us that are prohibited under Section 10A(g) of the
Securities Exchange Act of 1934, as amended. This policy also provides that independent auditors are only permitted
to provide services to us that have been pre-approved by the Audit Committee. Pursuant to the policy, all audit
services require advance approval by the Audit Committee. All other services by the independent auditors that fall
within certain designated dollar thresholds, both per engagement as well as annual aggregate, have been pre-approved
under the policy. Different dollar thresholds apply to the three categories of pre-approved services specified in the
policy (Audit-Related services, Tax services and Other services). All services that exceed the dollar thresholds must
be approved in advance by the Audit Committee. Pursuant to applicable provisions of the Securities Exchange Act of
1934, as amended, the Audit Committee has delegated approval authority to the Chairman of the Audit Committee,
who is an independent director. The Chairman has presented all approval decisions to the full Audit Committee.

19

STOCK OWNERSHIP INFORMATION

Who are our largest shareholders?
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The following table and accompanying footnotes show information regarding the beneficial ownership of our
common stock as of December 31, 2004 (based on 141,663,369 outstanding shares):

* Each person who is known by us to own beneficially more than 5% of our common stock;
e Each member of our board of directors and each of our named executive officers; and

* All members of our board of directors and our executive officers as a group.

Shares Beneficially Owned

Name of Beneficial Owner Number Percent

The Blackstone Group() 32,017,538 22.7%
Apollo Management Group® 32,017,538 22.7%
The Goldman Sachs Group, Inc.®® 22,012,057 15.6%
Dr. William H. Joyce® 2,995,126 2.0%
William J. Roe® 288,065 *
Bradley J. Bell® 265,668 *
Daniel M. Harker® 125,679 *
Louis L. Loosbrock® 125,679 *
Leon D. Black® 32,017,538 22.7%
Chinh E. Chu® 32,017,538 22.7%
Stephen A. Schwarzman(©® 32,017,538 22.7%
Peter G. Peterson© 32,017,538 22.7%
Richard A. Friedman(? 22,012,057 15.6%
Joshua J. Harris(" 32,017,538 22.7%
Sanjeev K. Mehra(? 22,012,057 15.6%
Paul H. O'Neill© 32,017,538 22.7%
Douglas A. Pertz® 0 0
Daniel S. Sanders® 0 0
All directors and officers as a group (13 persons) 3,733,701 3.0%
Massachusetts Financial Services Company(10) 8,757,800 6.2%

*Less than 1%

(1)Includes beneficial ownership of shares of common stock of Nalco Holding Company owned by each of

20

Blackstone Capital Partners IV L.P., Blackstone Family Investment Partnership IV-A L.P. and
Blackstone Capital Partners IV-A L.P. (the "Blackstone Funds"), for each of which Blackstone
Management Associates [V L.L.C. ("BMA") is the general partner having voting and investment power
over the shares of common stock held or controlled by each of the Blackstone Funds. Mr. Chu, a director
of the Company is a member of BMA and disclaims any beneficial ownership of shares of common
stock beneficially owned by BMA. Mr. Peter G. Peterson and Mr. Stephen A. Schwarzman are the
founding members of BMA and as such may be deemed to share beneficial ownership of the shares of
common stock held or controlled by the Blackstone Funds. Each of BMA and Mr. Peterson and Mr.
Schwarzman disclaims beneficial ownership of such shares of common stock. The address of BMA and
the Blackstone Funds is c/o The Blackstone Group L.P., 345 Park Avenue, New York, New York 10154.

(2)Includes beneficial ownership of shares of common stock of Nalco Holding Company held by Apollo

Investment Fund V, L.P. and its related co-investment partnerships (the "Apollo Funds") for each of
which Apollo Management V, L.P. ("Apollo Management") serves as investment manager having voting
and investment power over the shares of common stock held or controlled by each of the Apollo Funds.
The general or managing partner on each of the Apollo Funds is Apollo Advisors V, L.P. ("Apollo
Advisors" and together with Apollo Management,
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"Apollo"), an affiliated manager with Apollo Management. The directors and principal executive
officers of Apollo are Mr. Leon Black and Mr. John Hannan, each of whom, as well as each of Apollo
Management and Apollo Advisors, disclaims beneficial ownership of the shares of common stock
owned by the Apollo Funds. The address of each of the Apollo Funds and Apollo is c/o Apollo
Management V, L.P., 9 West 57th Street, New York, New York 10019.

(3)Includes beneficial ownership of shares of common stock of Nalco Holding Company owned by each of
GS Capital Partners 2000, L.P., GS Capital Partners 2000 Offshore, L.P., GS Capital Partners 2000
GmbH & Co. Beteiligungs KG, GS Capital Partners 2000 Employee Fund, L.P., Goldman Sachs Direct
Investment Fund 2000, L.P. and NH Acquisition LLC (collectively, the "GS Funds"). Affiliates of The
Goldman Sachs Group, Inc. ("GSG") are the general partner, managing general partner, manager or
investment manager of each of the GS Funds. GSG disclaims beneficial ownership of the shares of
common stock owned by the GS Funds to the extent attributable to partnership interests held therein by
persons other than GSG and its affiliates. Each of such investment partnerships shares voting and
investment power with certain of its respective affiliates. The address of each of the GS Funds is c/o
Goldman, Sachs & Co., 85 Broad Street, New York, New York 10004.

(4)Reflects beneficial ownership of shares of common stock of Nalco Holding Company of Dr. Joyce and
Mr. Roe, Mr. Bell, Mr. Harker and Mr. Loosbrock as a result of their ownership of class A units of
Nalco LLC and vested class B units, vested class C units and vested class D units of Nalco LLC and
additional shares purchased directly by Dr. Joyce. The address for each of Dr. Joyce and Mr. Roe, Mr.
Bell, Mr. Harker and Mr. Loosbrock is c/o Nalco Company, 1601 West Diehl Road, Naperville, Illinois
60563-1198. In addition, each of Dr. Joyce, Mr. Roe, Mr. Bell, Mr. Harker and Mr. Loosbrock are the
owners of unvested class B units, unvested class C units and unvested class D units of Nalco LLC,
which they purchased through the Nalco LLC Unit Plan. The unvested class B units, unvested class C
units and unvested class D units do not currently entitle the holders to any dividend payments or any
rights upon liquidation or dissolution of Nalco LLC (other than a return of their purchase price) but may
in the future entitle them to certain interests in the profits of Nalco LLC, in the event certain time periods
expire, certain performance thresholds are met and the individuals' employments with our Company
continues, see Nalco LLC 2004 Unit Plan, page 25. The unvested units are not reflected in this table.

(5)Mr. Black is a founding partner of Apollo Advisors, L.P. and Apollo Real Estate Advisors, L.P. Mr.
Harris is a founding partner of Apollo Management, L.P. Mr. Black and Mr. Harris disclaim beneficial
ownership of the shares beneficially owned or controlled by these entities or by their affiliates. The
address for each of Mr. Black and Mr. Harris is c/o Apollo Management V, L.P., 9 West 57th Street,
New York, New York 10019.

(6)Mr. Chu is a Senior Managing Director of Blackstone, Mr. Peterson is Chairman of Blackstone, Mr.
Schwarzman is President and CEO of Blackstone and Mr. O'Neill is a Special Advisor at Blackstone.
Mr. Chu, Mr. Peterson, Mr. Schwarzman and Mr. O'Neill disclaim beneficial ownership of the shares
beneficially owned or controlled by Blackstone or by its affiliates. The address for each of Mr. Chu, Mr.
Peterson, Mr. Schwarzman and Mr. O'Neill is c/o The Blackstone Group, 345 Park Avenue, New York,
New York 10154.

(7)Mr. Friedman is head of Goldman, Sachs & Co.'s Merchant Banking Division, head of Goldman, Sachs
& Co.'s Principal Investment Area, Chairman of the Merchant Banking Division's Investment
Committee and a member of Goldman, Sachs & Co.'s Management Committee. Mr. Mehra is a
Managing Director of Goldman, Sachs & Co.'s Principal Investment Area, and a member of its
Investment Committee. Mr. Friedman and Mr. Mehra disclaim beneficial ownership of the shares
beneficially owned or controlled by these entities or by their affiliates, except to the extent of their
pecuniary interest therein, if any. The address for each of Mr. Friedman and Mr. Mehra is c/o Goldman,
Sachs & Co., 85 Broad Street, New York, New York 10004.
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(8)The address of Mr. Pertz is c/o Nalco Company, 1601 West Diehl Road, Naperville, Illinois
60563-1198.
(9)The address of Mr. Sanders is c/o Nalco Company, 1601 West Diehl Road, Naperville, Illinois
60563-1198.
(10)On February 8, 2005, Massachusetts Financial Services Company reported beneficial ownership of
8,757,800 of our common shares as of December 31, 2004 on Schedule 13G, provided to us. This filing
indicated sole voting power for 8,500,840 shares and sole disposition power over 8,757,800 shares.
Since December 31, 2004, Mr. Sanders purchased 8,000 shares of our stock on February 11, 2005 and our
non-management directors each received an award of 2,000 restricted stock units on February 18, 2005, Mr. Friedman
and Mr. Mehra's may be transferred to The Goldman Sachs Group, Inc.

How much Nalco common stock is owned by our directors and executive officers?
This above table shows the beneficial ownership of Nalco common stock as of December 31, 2004 by

* each of our continuing directors and nominees for election as directors,
* each of the executive officers named in the summary compensation table on page 24, and
» all directors and executive officers as a group.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our directors, executive officers and
persons who own more than 10% of the outstanding shares of Nalco common stock to file with the SEC reports of
their ownership and changes in their ownership of Nalco common stock. Directors, executive officers and
greater-than-ten percent shareholders are also required to furnish Nalco with copies of all ownership reports they file
with the SEC. To our knowledge, based solely on a review of the copies of such reports furnished to Nalco and
representations that no other reports were required, all of our directors and executive officers complied with all
Section 16(a) filing requirements during fiscal 2004.
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NAMED EXECUTIVE OFFICERS
Who are our named executive officers?

Dr. William H. Joyce became the Chairman of the Board and Chief Executive Officer of Nalco Company in
November 2003. Dr. Joyce was formerly the Chairman and Chief Executive Officer of Hercules Incorporated, a
position he took in May 2001. Dr. Joyce was Chairman, President and Chief Executive Officer of Union Carbide
Corporation from 1996 through May 2001. From 1995 to 1996, Dr. Joyce was President and Chief Executive Officer,
and from 1993 to 1995 he was President of Union Carbide. Prior to that, he had been Chief Operating Officer of
Union Carbide since 1992. Dr. Joyce holds a B.S. degree in Chemical Engineering from Penn State University, and
M.B.A. and Ph.D. degrees from New York University. He received the National Medal of Technology Award in 1993
from President Clinton and the Plastics Academy's Industry Achievement Award in 1994 and Lifetime Achievement
Award in 1997. In 1997, he was inducted into the National Academy of Engineering. In 2003, Dr. Joyce received the
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Society of Chemical Industry Perkin Medal Award. Dr. Joyce has been a director of El Paso Corporation since May
2004, a Director and member of the Audit Committee of CVS Corporation since April 1994, and a Director of
Celanese Corporation since December 2004. He is a Trustee of the Universities Research Association, Inc. and
Co-Chairman of the Government University-Industry Research Roundtable of the National Academies. Dr. Joyce has
served as Chairman of the Board of the Society of Plastics Industry and on the executive committee of the American
Chemistry Council.

William J. Roe is our Executive Vice President, Chief Operating Officer and President, Industrial and Institutional
Services Division. Mr. Roe has served as Chief Operating Officer since 2001 and as Executive Vice President,
Industrial and Institutional Services Division, since November 2003. Prior to that, in 1999, Mr. Roe was elected
Group Vice President and President of the Pacific and Process Divisions. In 1998, Mr. Roe served as Vice President
and President of the Process Division. He was named District Manager for the Mining and Mineral Processing
Chemicals Group in 1989, Marketing Manager in 1991 and promoted to General Manager in 1994. Mr. Roe joined our
company in 1978 as an Assistant Chemist in Research. Mr. Roe was promoted to Chemist in 1979, Senior Chemist
and Group Leader in 1981 and to Technical Director in 1985.

Bradley J. Bell has been our Executive Vice President and Chief Financial Officer since joining us in November
2003. From 1997 to 2003, Mr. Bell served as Senior Vice President and Chief Financial Officer of Rohm and Haas
Company, a $6 billion global specialty chemicals manufacturer. There, Mr. Bell played an active role in the
company's strategic portfolio review, including substantial acquisitions, divestitures, and development and
implementation of post-transaction cost-elimination programs exceeding $500 million. Prior to that, Mr. Bell served
as Vice President and Treasurer of both the Whirlpool Corporation, from 1987 to 1997, and the Bundy Corporation,
from 1980 to 1987. Mr. Bell is a Director and Chairman of the Audit Committee of IDEX Corporation and a Director
and Chairman of the Audit Committee of Compass Minerals International, Inc.

Daniel M. Harker is our Senior Vice President, Global Supply Chain. Mr. Harker has served in this capacity since
2003. In 2001, Mr. Harker became Vice President, Global Supply Chain, after joining Nalco from Calgon in 2000 as
Vice President, Manufacturing and Logistics. From 1998 to 2000, Mr. Harker served as Vice President of Global
Operations for Calgon. Prior to that, Mr. Harker was with Rhone Poulenc from 1993 to 1998, and Union Carbide from
1975 to 1993.

Louis L. Loosbrock is our Group Vice President and President of our Pacific Division. Mr. Loosbrock has been
President of the Pacific Division since April 2003. Prior to that, Mr. Loosbrock served as Group Vice President and
President of our Pulp and Paper Division from April 2002 to April 2003. Mr. Loosbrock served as General Manager,
Global Mining from 1998 to 2002; Sales Manager from 1986 to 1989 and 1991 to 1998; and Marketing Manager from
1989 to 1991. He began his career with our company in 1977 as a Sales Representative in the Mining Group and in
1981 was named District Manager.
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EXECUTIVE COMPENSATION
Executive Compensation

We have established executive compensation plans that link compensation with the performance of our Company. We
will continually review our executive compensation programs to ensure that they are competitive.
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Summary Compensation Table

The following table shows all compensation awarded to, earned by, or paid to our Chief Executive Officer and four
other most highly compensated executive officers based on salary and bonus for the last completed fiscal year, whom
we refer to as the "named executive officers."

Summary Compensation Table

Annual Compensation

Long-Term
Compensation
Restricted All Other
Name and Principle Position Year Salary Bonus() Stock®) Compensation
William H. Joyce*, 2004 $ 1,000,000 $ 1,700,000 $ 178980 $ 103,782
Chairman and Chief 2003 $ 238,626 $ 169,909 $ 12,849
Executive Officer
William J. Roe 2004 $ 400,000 $ 544,000 $ 66,517 $ 193,441
Executive Vice President, 2003 $ 400,000 $ 554,240 $ 1,600,075@
Chief Operating Officer and 2002 $ 392,500 $ 695,078 $ 1,133,662
President, Industrial and
Institutional Services Division
Bradley J. Bell*, 2004 $ 400,000 $ 510,000 $ 53,213 $ 51,501®
Executive Vice President and 2003 $ 100,000 $ 130,000 $ 6,038
Chief Financial Officer
Daniel M. Harker 2004 $ 250,000 $ 226,950 $ 20,025 $ 35,855@
Senior Vice President 2003 $ 250,000 $ 187,208 $ 614,861%
Global Supply Chain 2002 $ 250,000 $ 252,934 $ 10,791®
Louis L Loosbrock 2004 $ 240,000 $ 224775 $ 29025 $ 120,581
Group Vice President and 2003 $ 240,000 $ 208,020 $ 200,881
President, Pacific Division 2002 $ 237342 $ 235,022 $ 10,245@

*Dr. Joyce's employment with the Company commenced on October 6, 2003 and Mr. Bell's employment
commenced on October 1, 2003.

Includes annual Management Incentive Plan and Long-Term Cash Incentive Plan payments (based on
1-year performance periods).

2Includes company contributions and allocations to defined contribution plan

3Includes company contributions and allocations to defined contribution plan and payment from
non-qualified defined benefit plan related to change in control.

4Includes payments related to change in control (sale of Nalco by Suez) plus company contributions and
allocations to defined contribution plan.

SIncludes company contributions and allocations to defined contribution plan plus retention bonus
payment.

6Includes company contributions and allocations to defined contribution plan plus payments for foreign
service allowances.

"Includes payments related to change in control (sale of Nalco by Suez) plus company contributions and

allocations to defined contribution plan and foreign service allowance.
24
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8Includes the excess of fair market value over amounts actually paid for class B, class C and class D units
at the time of such purchase by the named executive officers. The unvested class B, class C and class D
units held by these individuals are subject to the passage of time, continued employment to the period of
vesting and achievement of minimum performance requirements, Nalco LLC 2004 Unit Plan, page 25. If
all of these conditions are met, at December 31, 2004 ($19.52 per share), Dr. Joyce's 887,961,741
unvested class B, class C and class D units could have a potential net aggregate value of $27,945,599,
Mr. Roe's 330,000,000 unvested class B, class C and class D units could have a potential net aggregate
value of $10,385,769, Mr. Bell's 264,000,000 unvested class B, class C and class D units could have a
potential net aggregate value of $8,308,637 and each of Mr. Harker's and Mr. Loosbrock's 144,000,000
unvested class D units could have a potential net aggregate value of $4,531,981. The vesting schedule is
described under Nalco LL.C 2004 Unit Plan, page 25. Unvested units have no rights in dividend
payments or rights upon liquidation or dissolution of Nalco LLC (other than a return of their purchase
price).

Nalco LLC 2004 Unit Plan

The following contains a summary of the material terms of the Nalco LLC 2004 Unit Plan, pursuant to which Nalco
LLC has granted the right to purchase Nalco LLC units to employees, directors or consultants of Nalco LLC or its
affiliates, including Nalco Holding Company. William H. Joyce, William J. Roe, Bradley J. Bell, Daniel M. Harker,
Louis L. Loosbrock and certain other members of our management have purchased units under the Nalco LLC 2004
Unit Plan.

General

The Nalco LLC 2004 Unit Plan permits the grant of the right to purchase class A units, class B units, class C units and
class D units to employees, directors or consultants of Nalco LLC or its affiliates, including Nalco Holding Company.

A maximum of 821,750,000 class A units, 1,623,919,566 class B units, 1,623,919,566 class C units and 1,082,613,044
class D units may be subject to awards under the Nalco LLC 2004 Unit Plan.

Administration

The Nalco LLC 2004 Unit Plan will be administered by a committee of the Nalco LLC board of directors or, in its
board of directors' discretion, the board of directors. The committee has the sole discretion to determine the
employees, directors and consultants to whom awards may be granted under the Nalco LLC 2004 Unit Plan, the
number and/or class of units to be covered by an award, the purchase price, if any, of such awards, the terms and
conditions of any award and under what circumstances awards may be settled or cancelled. The committee or board is
authorized, in its discretion, to interpret the Nalco LLC 2004 Unit Plan, to establish, amend and rescind any rules and
regulations relating to the Nalco LLC 2004 Unit Plan, and to make any other determinations that it deems necessary or
desirable for the administration of the plan. The committee may correct any defect or supply any omission or reconcile
any inconsistency in the Nalco LLC 2004 Unit Plan in the manner and to the extent the committee deems necessary or
desirable.

Adjustments Upon Certain Events
In the event of any changes in the units by reason of any reorganization, recapitalization, merger, unit exchange or any
other similar transaction, the board of directors, in its sole discretion, may adjust (i) the number or kind of units or

other securities that may be issued or reserved for issuance pursuant to the Nalco LLC 2004 Unit Plan or pursuant to
any outstanding awards or (ii) any other affected terms of such awards.
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Amendment and Termination

The board of directors of Nalco LLC may amend or terminate the Nalco LLC 2004 Unit Plan at any time, provided
that no amendment or termination is permitted that would diminish any rights of a management member pursuant to a
previously granted award without his or her consent, subject to the committee's authority to adjust awards upon certain
events as described in the previous paragraph. No awards may be made under the Nalco LLC 2004 Unit Plan after the
tenth anniversary of the effective date of the plan.
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Nalco LLC Units Held by Certain of our Managers

The units of Nalco LLC consist of class A units, class B units, class C units and class D units. The class B units, class
C units and class D units are held exclusively by members of our management.

Of our executive officers, Dr. William H. Joyce owns 1,120,000,000 class A units, 416,232,066 class B units,
416,232,066 class C units and 277,488,044 class D units, William J. Roe owns 68,750,000 class A units, 154,687,500
class B units, 154,687,500 class C units and 103,125,000 class D units, Bradley J. Bell owns 70,800,000 class A units,
123,750,000 class B units, 123,750,000 class C units and 82,500,000 class D units, Daniel M. Harker owns
30,000,000 class A units, 67,500,000 class B units, 67,500,000 class C units and 45,000,000 class D units and Louis
L. Loosbrock owns 30,000,000 class A units, 67,500,000 class B units, 67,500,000 class C units and 45,000,000 class
D units. On December 31, 2004, 20% of the class B units (except for the class B units of Dr. William H. Joyce which
vested on October 6, 2004), class C units and class D units held by management members under the Nalco LLC 2004
Unit Plans became vested as the necessary conditions were met as determined by the board of directors of Nalco LLC.

Terms of the Nalco LLC Class A Units, Class B Units, Class C Units and Class D Units

The following is a summary of certain terms of the Nalco LLC class A units, class B units, class C units and class D
units held by members of our management and certain rights and restrictions applicable to those units.

Class A units have economic characteristics that are similar to those of shares of common stock in a private
corporation. Unlike the class B units, class C units and class D units, which are subject to the vesting provisions
described below, the class A units are currently fully vested.

Class B units will vest in five equal annual installments on each December 31 beginning on December 31, 2004,
subject to a management member's continued service with us and our affiliates; provided, that all of the class B units
will vest 18 months following a change of control if the holder is employed by us on that date. No manager who holds
class B units will receive any distributions until the holders of the class A units receive the aggregate amount spent for
their class A units. Following return of the aggregate amount paid for the class A units, the holders of class B units
will share distributions pro rata with holders of class C units and class D units until they have received the amount of
their investment in the class B units and, once all the aggregate investment amount paid for all of the class A, class B,
class C and class D units has been returned to their holders, the vested class B units will share in any distributions pro
rata with the class A units and vested class C units. Dr. William H. Joyce's class B units vest in five annual
installments on each October 6 beginning October 6, 2004.

Class C units will vest on the 8th anniversary of the date on which they are sold to a manager, subject to the manager's
continued service with us and our affiliates. However, the class C units will vest earlier over the next five years,
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beginning on December 31, 2004, if we meet certain EBITDA targets. Even if we fail to meet the EBITDA target for a
given year, the class C units may still vest with respect to that year if EBITDA targets in a subsequent year or period
are achieved. Notwithstanding the foregoing, all the class C units will vest 18 months following a change of control if
(a) the EBITDA targets for the year preceding the change of control were achieved and (b) the holder is employed by
us on that date. In addition, all of the class C units will vest once the Sponsors cease to own at least 20% of the voting
securities of Nalco LLC if the EBITDA targets for the year preceding such sell-down are achieved. No manager who
holds class C units will receive any distributions until the holders of the class A units receive the aggregate amount
spent for their class A units. Following return of the aggregate amount paid for the class A units, the holders of class C
units will share distributions pro rata with holders of class B units and class D units until they have received the
amount of their investment in the class C units and, once all the aggregate investment amounts paid for all of the units
has been returned to their holders, the vested class C units will share in any distributions pro rata with the class A units
and vested class B units.

Class D units will vest on the 10th anniversary of the date on which they are sold to a manager, subject to the
manager's continued service with us and our affiliates. However, the class D units will
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vest earlier over the next five years, beginning on December 31, 2004, if we meet certain EBITDA targets (stricter
than for the C units). The board of directors of Nalco LLC determined that the EBITDA target for 2004 was met with
respect to vesting of class D units after considering certain extraordinary expenses affecting EBITDA, including,
without limitation, expenses relating to the Company's initial public offering in November 2004. Even if we fail to
meet the EBITDA target for a given year, the class D units may still vest with respect to that year if EBITDA targets
in a subsequent year or period are achieved. Notwithstanding the foregoing, all the class D units will vest 18 months
following a change of control if (a) the EBITDA targets for the year preceding the change of control were achieved
and (b) the holder is employed by us on that date. In addition, all of the class D units will vest once the Sponsors cease
to own at least 20% of the voting securities of Nalco LLC if the EBITDA targets for the year preceding such
sell-down are achieved. No manager who holds class D units will receive any distributions until the holders of the
class A units receive the aggregate amount spent for their class A units. Following return of the aggregate amount paid
for the class A units, the holders of class D units will share distributions pro rata with holders of class B units and
class C units until they have received the amount of their investment in the class D units and, once all the aggregate
investment amount paid for all of the units has been returned to their holders and the holders of the class A units have
received an amount representing a 30% return compounded annually on their aggregate investment, the vested class D
units will share in any distributions pro rata with the class A units, the vested class B units and the vested class C
units.

Certain Rights and Restrictions Applicable to the Nalco LLC Units Held by our Managers

The Nalco LLC units held by members of our management are not transferable except in certain circumstances. In
addition, the units may be repurchased by Nalco LLC, and in certain cases, the Sponsors, in the event that the
managers cease to be employed by us. The Sponsors have the ability to force the managers to sell their units with the
Sponsors in the event that the Sponsors decide to sell their interests in Nalco LLC.

The managers that hold units are entitled to participate in certain sales by the Sponsors. In addition, the managers have
limited rights to participate in subsequent registered public offerings by Nalco Holding Company. Our managers are
entitled in certain instances to cause Nalco LLC to repurchase their units with shares of our common stock as
described in greater detail on page 12.

33



Edgar Filing: Nalco Holding CO - Form DEFR14A

Nalco Holding Company 2004 Stock Incentive Plan

We adopted a stock incentive plan in 2004, which is briefly summarized below. For more information, we refer you to
the full text of the stock incentive plan attached as Annex B hereto.

The stock incentive plan permits the grant of non-qualified stock options, incentive stock options, stock appreciation
rights, restricted stock and other stock-based awards to employees, directors and consultants of us and our affiliates. A
maximum of 7,500,000 shares of common stock may be subject to awards under the stock incentive plan. The only
grants under the stock incentive plan as of the date of this proxy are the grants of restricted units to directors described
under Director Compensation, page 9.

The stock incentive plan will be administered by a committee of our board of directors, provided that our board of
directors may take any action designated to such committee. The committee will have the sole discretion to determine
the employees, directors and consultants to whom awards may be granted under the stock incentive plan and the
manner in which such awards will vest. The committee will be authorized to establish the terms and conditions of
awards granted under the stock incentive plan and to waive any such terms and conditions at any time (including,
without limitation, accelerating or waiving vesting conditions). Options, stock appreciation rights, restricted stock and
other stock-based awards will be granted by the committee to employees, directors and consultants in such numbers
and at such times during the terms of the stock incentive plan as the committee shall determine.
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Management Incentive Plan and Long Term Incentive Plan

The Company established the Nalco Management Incentive Plan ("MIP") to motivate the attainment of annual
performance objectives. The performance requirement under the MIP is based upon achievement of pre-established
performance targets.

The Company provides long-term incentives through the Company's Long Term Incentive Plan ("L'TIP"). Under the
LTIP, the compensation Committee provides long-term incentive awards in the form of cash. Senior executives that
purchased class B, class C, and class D units under the Nalco LLC Unit Plan were not eligible to participate in the
LTIP.

On February 28, 2005, the Company made payments to eligible participants under the MIP and under the LTIP
consistent with the actual EBITDA, cost savings and sales growth results for calendar year 2004 as measured against
the targets in the MIP and LTIP. The Compensation Committee for the Company, at its February 7, 2005 meeting,
established EBITDA and growth target levels for the MIP and LTIP Plans during 2005.

Employment and Severance Agreements
William H. Joyce

Nalco LLC entered into an employment agreement with Dr. William H. Joyce in August 2004 to serve as Chief
Executive Officer. The term of the agreement ends on December 31, 2008, unless terminated earlier by Nalco LLC or
Dr. Joyce. Dr. Joyce will be entitled to receive a base salary of $1,000,000 as well as target variable compensation
equal to $1,000,000. The actual variable compensation may be more or less depending on the achievement of the
performance criteria reflected in our variable compensation programs established by our board of directors. The
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employment agreement also confers certain additional rights to Dr. Joyce under the limited liability company
operating agreement of Nalco LLC, the management members agreement and the registration rights agreement.

If Dr. Joyce's employment is terminated without "cause" (other than due to death or disability) prior to a "change in
control” (as such terms are defined in the employment agreement), Dr. Joyce will receive (a) continued payment of his
base salary until the earlier of (1) December 31, 2008 or (2) the third anniversary of the date of his termination and (b)
a payment equal to one-twelfth of his annual bonus for the last completed year of his employment multiplied by the
number of months he is entitled to his continued base salary, payable when such payment would have been made if his
employment continued. Dr. Joyce's termination of employment following a change in control will be governed by a
separate agreement which is expected to provide that if Dr. Joyce is terminated without cause following a change in
control, this agreement will provide that he is entitled to a lump sum payment equal to the severance payments
described above and continuation of his welfare benefits for a period through the earlier of (a) December 31, 2008 and
(b) the third anniversary of the date of his termination.

Under the terms of the employment agreement, Dr. Joyce may not disclose any confidential information concerning
the businesses of Nalco LLC and its subsidiaries, including the issuer and its subsidiaries. In addition, during Dr.
Joyce's term of employment and for a period of eighteen months following Dr. Joyce's termination of employment for
any reason, Dr. Joyce may not (a) compete with us or our subsidiaries or (b) solicit or hire our employees or
employees of our subsidiaries.

William J. Roe

We have entered into a severance agreement with Mr. Roe effective January 1, 2004. Mr. Roe's employment may be
terminated at will by Mr. Roe or by us.

If Mr. Roe's employment is terminated by us without "cause" or by Mr. Roe with "good reason," Mr. Roe will be paid,
subject to the execution of a release in favor of the company, within sixty days of such termination of employment in

a lump sum payment (a) accrued unpaid base salary through
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the date of termination, (b) any prior year bonus earned but not yet paid, and (c) severance equal to two times base
salary and target bonus, and will be entitled to receive any other benefits that he is otherwise eligible for under other
employee plans or programs. We shall also pay a pro rata portion of any Management Incentive Bonus for the year of
termination based on the portion of the year elapsed through the date of termination, any such Management Incentive
Bonus being paid in accordance with our normal cycle for such payment. Additionally, Mr. Roe has the right to
continue coverage under our group medical and dental plans for a 24-month period following Mr. Roe's termination of
employment with us. If Mr. Roe's employment is terminated without cause prior to age 55, his severance pay will be
paid in the form and amounts to bridge his service to age 55. This arrangement will allow Mr. Roe to elect benefits of
early retirement on the first day of the month following his 55th birthday.

Under the terms of the agreement, Mr. Roe may not disclose any confidential information concerning the company or
its subsidiaries or affiliates and must assign to us all inventions conceived or discovered by Mr. Roe during the term of
his employment. In addition, during Mr. Roe's term of employment and for a period of two years thereafter, Mr. Roe
may not (a) compete with us or our subsidiaries or (b) solicit or hire our employees or employees of our subsidiaries.
Mr. Roe also may not, during the term of his employment or thereafter, make disparaging statements about the
Company or its employees or directors.
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Bradley J. Bell

We have entered into an employment agreement with Mr. Bell effective November 1, 2003 to serve as Executive Vice
President and Chief Financial Officer. Mr. Bell's employment may be terminated at will by Mr. Bell or by us.

Under this agreement, Mr. Bell is entitled to receive (a) a base salary, subject to annual review for increase, (b) annual
bonuses in connection with achievement of targeted performance levels, and (c) specified fringe benefits, including
health and disability insurance and life insurance. Under the agreement, if Mr. Bell's employment is terminated by us
without "cause" or by Mr. Bell with "good reason,” Mr. Bell will be paid, subject to execution of a release in favor of
the company, within thirty days of such termination of employment in a lump sum payment (a) accrued unpaid base
salary through the date of termination, (b) any prior year bonus earned but not yet paid, (c) severance equal to one and
one-half (1.5) times base salary and target Management Incentive Plan bonus. We shall also pay a pro-rata portion of
any Management Incentive Bonus for the year of termination based on the portion of the year elapsed through the date
of termination, any such Management Incentive Bonus being paid in accordance with our normal cycle for such
payment.

Under the terms of the agreement, Mr. Bell may not disclose any confidential information concerning the company or
its subsidiaries or affiliates. In addition, during Mr. Bell's term of employment and for a period of two years thereafter,
Mr. Bell may not (a) compete with us or our subsidiaries or (b) solicit or hire our employees or employees of our
subsidiaries. Mr. Bell also may not, during the term of his employment or thereafter, make disparaging statements
about the company or its employees or directors.

Daniel M. Harker

We have entered into a severance agreement with Mr. Harker effective January 1, 2004. Mr. Harker's employment
may be terminated at will by Mr. Harker or by us.

If Mr. Harker's employment is terminated without "cause" or by Mr. Harker with "good reason," Mr. Harker will be
paid, subject to the execution of a release in favor of us, within thirty days of such termination of employment in a
lump sum payment (a) accrued unpaid base salary through the date of termination, (b) any prior year bonus earned but
not yet paid, and (c) severance equal to one and one-half (1.5) times base salary and target bonus, and will be entitled
to receive any other benefits that he is otherwise eligible for under other employee plans or programs. We shall also
pay a pro-rata portion of any Management Incentive Bonus for the year of termination based on the portion of the
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year elapsed through the date of termination, any such Management Incentive Bonus being paid in accordance with its
normal cycle for such payment. Additionally, Mr. Harker has the right to continue coverage under our group medical
and dental plans for an 15-month period following Mr. Harker's termination of employment. If Mr. Harker is
terminated prior to age 55, his severance pay will be paid in the form and amounts to bridge his service to age 55. This
arrangement will allow Mr. Harker to elect benefits of early retirement on the first day of the month following his 55th
birthday.

Under the terms of the agreement, Mr. Harker may not disclose any confidential information concerning the company
or its subsidiaries or affiliates and must assign to us all inventions conceived or discovered by Mr. Harker during the
term of his employment. In addition, during Mr. Harker's term of employment and for a period of two years thereafter,
Mr. Harker may not (a) compete with us or our subsidiaries or (b) solicit or hire our employees or employees of our
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subsidiaries. Mr. Harker may not, during the term of his employment or thereafter, make disparaging statements about
the company or its employees or directors.

Louis L. Loosbrock

We have entered into a severance agreement with Mr. Loosbrock effective January 1, 2004. Mr. Loosbrock's
employment may be terminated at will by Mr. Loosbrock or by us.

If Mr. Loosbrock's employment is terminated without "cause" or by Mr. Loosbrock with "good reason," Mr.
Loosbrock will be paid, subject to the execution of a release in favor of the company, within thirty days of such
termination of employment in a lump sum payment (a) accrued unpaid base salary through the date of termination, (b)
any prior year bonus earned but not yet paid, and (c) severance equal to one and one-half (1.5) times base salary and
target bonus, and will be entitled to receive any other benefits that he is otherwise eligible for under other employee
plans or programs. We shall also pay a pro-rata portion of any Management Incentive Bonus for the year of
termination based on the portion of the year elapsed through the date of termination, any such Management Incentive
Bonus being paid in accordance with our normal cycle for such payment. Mr. Loosbrock has the right to continue
coverage under our group medical and dental plans for an 15-month period following Mr. Loosbrock's termination of
employment. If Mr. Loosbrock is terminated prior to age 55, his severance pay will be paid in the form and amounts
to bridge his service to age 55. This arrangement will allow Mr. Loosbrock to elect benefits of early retirement on the
first day of the month following his 55th birthday.

Under the terms of the agreement, Mr. Loosbrock may not disclose any confidential information concerning the
company or its subsidiaries or affiliates and must assign to us all inventions conceived or discovered by Mr.
Loosbrock during the term of his employment. In addition, during Mr. Loosbrock's term of employment and for a
period of two years thereafter, Mr. Loosbrock may not (a) compete with us or our subsidiaries or (b) solicit or hire our
employees or employees of our subsidiaries. Mr. Loosbrock may not, during the term of his employment or thereafter,
make disparaging statements about the company or its employees or directors.
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COMPENSATION COMMITTEE REPORT

The Compensation Committee of the Board of Directors has furnished the following report on executive
compensation:

What are the basic principles of our executive compensation programs?

We have established executive compensation plans that link compensation with the performance of our company. We
will continually review our executive compensation programs to ensure that they are competitive.

What are the components of our executive compensation program?

In administering senior executive officer compensation, the Compensation Committee has established a compensation
program that is designed to reward superior performance. The Compensation Committee believes that this program
continues to be the best means to encourage superior performance. The Compensation Committee's objective is to
establish a program which aligns the interests of shareholders and executives. As such, the Compensation Committee
has established compensation programs that are competitively designed to attract and retain high performing executive
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talent.

Senior Human Resources management of the Company present proposals and recommendations on senior executive
officer compensation to the Compensation Committee for their review and evaluation. To establish compensation
targets, the Compensation Committee uses data provided by the Company which is obtained from outside independent
consultants. The data reflect compensation practices of comparable companies from the Chemical Industry (the
"comparator group") who participate in widely distributed surveys. The Compensation Committee believes that
targeting compensation at a level comparable to other large companies appropriately reflects the labor market for
Company executives. Base pay is targeted at the median level for the comparator group. Annual incentive
compensation targets are targeted at the 50t percentile for the comparator group. Long-term incentives are targeted at
the median for executives and managers. Companies in the comparator group may be included in the S&P Specialty
Chemicals Index used in the performance graph included in this Proxy Statement; however, the comparator group is
not made up exclusively of companies used in that index.

How are executive officers compensated?
Base Salaries

The Compensation Committee approved the Company's executive compensation salary structure for 2004 and recently
for 2005. Base salaries were established around a targeted pay level for each position. Each position's salary range is
established based on the median level of base compensation for similar positions in the survey data.

Annual Cash Incentives

The Company established the Nalco Management Incentive Plan ("MIP") to motivate the attainment of annual
performance objectives. The payments under the MIP are based upon achievement of pre-established performance
targets.

In exercising its discretion to determine the annual incentives of executive officers (subject to the overall maximums),
the Compensation Committee reviews actual performance against consolidated or relevant operating company and
individual goals and objectives. These goals and objectives are used to establish a minimum level, a target level, and a
maximum level of performance. The company goals and objectives for executive officers in 2004 included revenue
growth, EBITDA and cost savings and for 2005 include EBITDA and growth targets.

Long-Term Incentives

The Company provides long-term incentives through the Company's Long Term Incentive Plan ("L'TIP"). Under the
LTIP, the Compensation Committee provides long-term incentive awards in the
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form of cash. Senior executives that purchased class B, class C, and class D units under the Nalco LLC Unit Plan were
not eligible to participate in the Long Term Incentive Plan. LTIP targets for 2005 are based on EBITDA and growth.

How is the chief executive officer compensated?

For 2004, Dr. Joyce's annual salary was set at $1,000,000.
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Dr. Joyce was awarded an annual incentive of $1,700,000 for 2004. This award reflected the amount payable under
the Management Incentive Plan as a result of Nalco's attainment of the Compensation Committee's pre-established
performance targets for 2004, as modified by the Compensation Committee (as described above under Annual Cash
Incentives) to reflect other Nalco and individual performance factors. The Nalco performance factors related to
revenue growth, EBITDA and cost savings. The Committee determined that Nalco performance in the areas of
revenue growth, EBITDA and costs savings exceeded pre-established targets. The individual pre-established
performance factors considered by the Committee related to Nalco's business and people management. The
Compensation Committee determined that performance in the areas of business and people management were attained
or exceeded.

How does Internal Revenue Code Section 162(m) affect our executive compensation?

Under the Omnibus Budget Reconciliation Act of 1993, provisions were added to the Internal Revenue Code under
Section 162(m) that limit the tax deduction for compensation in excess of one million dollars paid to certain executive
officers. However, performance-based compensation can be excluded from the limit so long as it meets certain
requirements. The Compensation Committee believes the MIP and LTIP satisfy the requirements for exemption under
the Internal Revenue Code Section 162(m). Payments made under these plans qualify as performance-based
compensation and constitute the majority of aggregate annual incentive payments for the named executive officers.

For 2004, Dr. Joyce's employment pre-dated our becoming a public company and the annual salary paid to Mr. Roe
and the other named executive officers were in each case one million dollars or less. The 2004 annual incentives were
all paid pursuant to the Nalco MIP and will, therefore, be deductible.

Summary

The Compensation Committee believes that the compensation programs of the Company are well structured to
encourage attainment of objectives and foster a shareholder perspective in management, in particular through
employee share ownership. The Committee feels that the awards made in 2004 were competitive and appropriate, and
serve shareholders' long-term interests.

Who furnished this report?

This report has been furnished by the members of the Compensation Committee:
Sanjeev K. Mehra, Chairman
Chinh E. Chu

Joshua J. Harris
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Pension Plan Information

Benefits under our defined benefit pension plan are a percentage of pay replacement equal to 2% for each year of
service up to 25 years of service and 1.5% for each year of service in excess of 25 years. The accrual percentage was
reduced to 1.5% for each year of service earned after 2002. No new employees can participate in our defined benefit
pension plan. There is a Social Security offset equal to 1.5% times service times the participant's primary Social
Security benefit.
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The following table shows the estimated benefit payable as a 10-year certain and life annuity commencing at age 62
for the given service amounts as of December 31, 2004 (before deduction of the Social Security offset described

above) for Mr. Roe and Mr. Loosbrock.
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