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Financial Review
Dollar Amounts In Millions – Except Per Share Data

This financial review, which should be read in conjunction with the accompanying financial statements, contains management’s discussion
and analysis of the company’s results of operations, liquidity and 2002 outlook. References within this financial review to earnings per share
refer to diluted earnings per share.

Bausch & Lomb Incorporated (the “company”) reported net income of $21 or $0.39 per share for the year ended December 29, 2001,
compared to 2000 net income of $83 or $1.52 per share and 1999 net income of $445 or $7.59 per share. Income from continuing operations
was $42 or $0.78 per share in 2001 compared to $82 or $1.49 per share in 2000 and $103 or $1.75 per share in 1999. The company’s results for
each of the years presented were impacted by several significant items. A reconciliation of reported net income and earnings per share to
comparable basis net income and earnings per share from continuing operations is presented below:

2001 2000 1999

Amount Per Share Amount Per Share Amount Per Share

Reported net income $ 21.2 $ 0.39 $ 83.4 $ 1.52 $ 444.8 $ 7.59
Sale price adjustment related to disposal 
of discontinued operations 21.1 0.39 .– .– .– .–

Gain on adoption of SFAS No. 133 (0.3) .– .– .– .– .–
Income from discontinued operations .– .– .– .– (34.0) (0.58)
Gain on disposal of discontinued operations .– .– .– .– (308.1) (5.26)
Extraordinary gain on retirement of debt .– .– (1.4) (0.03) .– .–
Reported income from 
continuing operations 42.0 0.78 82.0 1.49 102.7 1.75

CEO hiring costs 4.6 0.09 .– .– .– .–
Restructuring charges and asset write-offs 13.8 0.26 21.7 0.40 34.2 0.58
Gain on sale of equity investment/
preferred stock (12.6) (0.24) .– .– (4.1) (0.07)

Severance of former CEO 1.8 0.03 .– .– .– .–
Litigation settlements and failed 
acquisition costs .– .– (0.2) .– .– .–

Purchase accounting adjustments .– .– 2.0 0.04 .– .–
In-process research and development .– .– 23.8 0.43 .– .–
Comparable basis income from 
continuing operations $ 49.6 $ 0.92 $129.3 $ 2.36 $ 132.8 $ 2.26

Average Shares Outstanding–Diluted (000’s) 53,715 54,724 58,639

The following three paragraphs summarize, for each of 2001, 2000 and 1999, significant items impacting company results.
On January 22, 2002, the company reached agreement with the buyer of its former eyewear segment on certain purchase price

adjustments. To reflect this agreement, an adjustment of $21 after taxes to the previously reported 1999 gain was recorded in discontinued
operations in the fourth quarter of 2001. Additionally, certain costs totaling $7 before taxes were incurred in the fourth quarter of 2001 
in connection with the hiring of the company’s new chief executive officer. Severance costs of $3 before taxes for the company’s former
chief executive officer were recorded in the third quarter of 2001. Restructuring charges and asset write-offs recorded during the fourth
quarter of 2001 of $8 before taxes related to the first phase of a restructuring program designed to reduce ongoing operating costs. Additional
charges recorded in 2001 of $17 before taxes for Phase II of the 2000 restructuring plan were partially offset by a $4 pre-tax reversal in
the fourth quarter reflecting severance and other costs that were not required. Pre-tax gains on the sale of 51% of the company’s original
equity interest in Charles River Laboratories, Inc. were $19. The adoption of a new accounting standard resulted in a gain of less than 
$1 before taxes.

Results in 2000 reflected restructuring charges and asset write-offs associated with the implementation of the company’s new 
organizational structure, partially offset by reversals of prior restructuring reserves, reduced 2000 income from continuing operations 
by $34 before taxes. Purchase accounting adjustments involving the write-up of inventories to fair value and in-process research and
development (IPR&D) charges in 2000 were related to the acquisitions of Groupe Chauvin and Woehlk. The company recognized a
$1.4 gain on the extinguishment of long-term debt in the fourth quarter of 2000.

E X H I B I T  A
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Income from discontinued operations and gain on disposal in 1999 pertained to the company’s former sunglass, hearing aid and
biomedical businesses. Restructuring charges and asset write-offs recorded in the fourth quarter of 1999, partially offset by reversals of
restructuring charges recorded in prior periods, reduced 1999 income from continuing operations by $54 before taxes. A gain on sale of
preferred stock held in connection with a divested business was recognized by the company during 1999.

NET SALES AND INCOME BY BUSINESS SEGMENT

Effective at the beginning of 2001, the company reorganized from a product line structure to a regionally based management structure for
commercial operations. The research and development and product supply functions were also realigned and are managed on a global basis.
The company’s segments are comprised of the Americas region; the Europe, Middle East and Africa region (Europe); the Asia region; the
Research, Development and Engineering organization and the Global Supply Chain organization. In each geographic segment the company
markets products in five product categories: lens care, contact lens, pharmaceutical, cataract and refractive. The lens care category includes
multi-purpose solutions, enzyme cleaners and saline solutions. The contact lens category includes daily disposable, continuous wear,
planned replacement disposable and rigid gas permeable contact lenses. The pharmaceutical category includes prescription ophthalmic
drugs, over-the-counter medications and vision accessories. The cataract and refractive categories include products and equipment used 
for cataract, refractive and other ophthalmic surgery. There are no transfers of products between product categories. Operating income is
the primary measure of segment income. Segment income excludes the significant items noted in the Financial Review. Prior year results
have been restated to conform to the management reporting structure.

The following table summarizes net sales and operating income by segment and presents total company operating income. Throughout
the remainder of this financial review, the term “purchase accounting adjustments” will be used to refer to purchased in-process research and
development and other required purchase accounting adjustments associated with lens and lens care, pharmaceutical and surgical acquisitions.

2001 2000 1999

% of Total % of Total % of Total
As Reported Net Sales As Reported Net Sales As Reported Net Sales

Net Sales
Americas $  805.0 47% $  926.0 52% $   981.0 55%
Europe 583.8 34% 474.9 27% 452.5 26%
Asia 323.1 19% 371.5 21% 330.8 19%

$ 1,711.9 $ 1,772.4 $ 1,764.3

Operating Income
Americas $ 188.8 $   289.8 $   365.3
Europe 112.2 75.9 101.6
Asia 81.5 109.4 82.3
Research, Development & Engineering (143.8) (136.4) (116.2)
Global Supply Chain (77.0) (60.9) (109.1)

Segment Income $   161.7 $ 277.8 $   323.9
Corporate administration (43.9) (52.0) (56.2)

Comparable basis operating income 117.8 225.8 267.7
Restructuring charges and asset write-offs (21.2) (33.7) (53.5)
Purchase accounting adjustments .– (26.8) .–
Other significant charges (9.9) (23.4) .–
Operating income from 
continuing operations $ 86.7 $   141.9 $   214.2

Net Sales Net sales in 2001 decreased 3% from 2000 and on a constant dollar basis (i.e., excluding the effect of foreign currency exchange
rates), decreased 1%. Europe experienced solid sales growth, in part due to acquisitions, which was more than offset by declines in Asia and
the Americas. The declines in Asia were primarily due to weak economic conditions in Japan. The decrease in the Americas was primarily
due to U.S. reductions in lens care retail inventory carrying requirements, and softness in the U.S. economy that led to delays in purchases
of refractive equipment and to consumer postponement of elective surgery. Net sales in 2000 increased $8 or less than one percent over 1999.
On a constant dollar basis, net sales increased 3%. Increased sales in Asia and incremental sales from acquisitions in Europe were partially
offset by declines in the Americas due to lower inventory requirements among U.S. retailers reacting to lessening consumer demand for
lens care products.
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Operating Income Operating income is comprised of segment income less corporate administration expenses, restructuring and asset
write-offs, purchase accounting adjustments and other significant charges. In 2001, segment income decreased $116 or 42% as compared 
to the prior year. Decreases in sales of higher-margin lens care and refractive surgery products in the U.S. and the effects of the softening 
economy in Japan were partially offset by an increase in Europe’s operating income, due to incremental sales margins exceeding amortiza-
tion associated with acquisitions and administrative savings realized through restructuring. Research, Development & Engineering and
Global Supply Chain operating costs increased by $7 or 5% and $16 or 26%, respectively, from 2000. These increases were a result of costs
previously absorbed by the geographic regions as well as spending for plant expansion for the manufacture of soft toric contact lenses.
Corporate administration expense in 2001 of $44 or 2.6% of net sales decreased from the $52 or 2.9% of net sales in 2000, primarily due 
to lower incentive compensation costs related to performance based programs, continued control over discretionary spending and savings 
realized through restructuring. Other significant charges in 2001 included $7 related to the hiring costs of the company’s new chief executive
officer and $3 of severance costs for the company’s former chief executive officer. Restructuring charges and asset write-offs are discussed
in the Restructuring Charges and Asset Write-offs section below.

In 2000, segment income decreased $46 or 14% as compared to the prior year, reflecting sales trends noted above offset by amortization
associated with acquisitions in Europe. Research, Development & Engineering operating costs increased from 1999 by $20 and Global
Supply Chain operating costs decreased by $48, or 17% and 44%, respectively. Corporate administration expense in 2000 of $52, or 2.9% of
net sales, decreased from the $56 or 3.2% of net sales in 1999, primarily due to lower incentive compensation costs related to performance
based programs. The purchase accounting adjustments for purchased in-process research and development amounted to $24 and inventory
adjustments amounted to $3 in 2000. Other significant charges in 2000 include $3 related to a failed acquisition attempt and $20 for the 
settlement of litigation. The litigation settlement charge included a $15 charge recorded in the fourth quarter of 2000 related to an action
filed in the United States District Court for the Middle District of Florida by the Florida Attorney General. The amount recorded reflects
the expense the company expects to incur related to this litigation.

Unless otherwise noted, discussion in the remainder of this financial review excludes the restructuring charges and asset write-offs,
purchase accounting adjustments and other significant charges.

NET SALES AND INCOME BY GEOGRAPHIC REGION

Net sales and income represent sales originating in entities physically located in the identified geographic area. A summary of net sales and
operating income from continuing businesses by geographic region follows:

2001 2000 1999

% of Total % of Total % of Total
As Reported Net Sales As Reported Net Sales As Reported Net Sales

Net Sales
U.S. $   723.5 42% $   874.0 49% $   934.3 53%
Non-U.S. 988.4 58% 898.4 51% 830.0 47%

$ 1,711.9 $ 1,772.4 $1,764.3

Comparable % of Operating Comparable % of Operating Comparable % of Operating
Basis Income Basis Income Basis Income

Operating Income
U.S. $ (104.9) (89%) $   62.8 28% $   139.7 52%
Non-U.S. 222.7 189% 163.0 72% 128.0 48%

$ 117.8 $  225.8 $   267.7

2001 Versus 2000 Sales in markets outside the U.S. increased 10% over the prior year and 16% in constant dollars and represented 
58% of total net sales in 2001 and 51% in 2000. Net sales in 2001 included $95 of incremental sales from the acquisition in 2000 of Groupe
Chauvin and Woehlk and the 2001 acquisition of Fidia Oftal. Growth in Europe in lens and lens care products was more than offset by
declines in Asia in lens care, contact lens and cataract products, resulting primarily from the effects of the softened economy in Japan.

U.S. sales, which represented 42% of total consolidated net sales, decreased 17% from 2000. Higher sales of proprietary and multi-
source pharmaceuticals were more than offset by declines in the lens care, refractive and contact lens categories.

In 2001, operating income in markets outside the U.S. increased 37% from 2000, and represented 189% of total operating income, versus
72% in 2000. Operating income was led by the European region. Higher amortization due to acquisitions was partially offset by lower general
and administrative expenses as a result of restructuring initiatives during the current year. Controlled discretionary spending in marketing,
advertising and selling expenses also contributed to the improvement in operating income. The Asia segment outside of Japan experienced
slight improvement in operating income, but this was more than offset by the impact of declines in sales in Japan and the weakened yen.
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2000 Versus 1999 Sales in markets outside the U.S. increased 8% over the prior year and represented 51% of total net sales in 2000 and
47% in 1999. Net sales included $44 from the acquisitions of Groupe Chauvin and Woehlk during the second half of 2000. Gains in cataract,
refractive and pharmaceutical sales were offset by the impact of currency changes, primarily from pharmaceutical category sales in Europe.
Gains on lens and lens care products in Europe and Asia were also impacted by currency rates. On a constant dollar basis, sales outside the
U.S. increased 14%.

Net sales in Europe advanced 5% as constant dollar growth in all product category sales and incremental sales from acquisitions were
moderated by the effects of the weakening euro. Sales in Asia increased 13% over the prior year and increased 11% in constant dollars.

U.S. sales, which represented 49% of total consolidated net sales, decreased 6% from 1999. Higher sales of proprietary pharmaceutical,
refractive surgery and newer contact lens products were more than offset by lens care sales and generic pharmaceutical pricing declines.
U.S. cataract and refractive sales, including exports, increased slightly over the prior year.

In 2000, operating income in markets outside the U.S. increased 27% from 1999, and represented 72% of total operating income, 
versus 48% in 1999. Operating income was led by the European region, due to improved margins related to restructuring initiatives in lens
care and contact lens operations and reductions in marketing and advertising expense. Asia also experienced significant improvement in
operating income due to the strong sales growth noted above. In the U.S., 2000 operating income decreased 55% versus the prior year.
Lower administrative expenditures were offset by higher R&D costs, increased spending for marketing and advertising of newer products
and significant price declines in certain pharmaceutical products which negatively impacted margins.

NET SALES BY PRODUCT CATEGORY

In each geographic segment the company markets products in five product categories: lens care, contact lens, pharmaceutical, cataract and
refractive. The following table presents net sales by product categories for the years 2001, 2000 and 1999:

Net Sales

2001 2000 1999

Product Category
Lens Care $ 437.9 $ 511.9 $ 542.7
Contact Lens 481.3 501.8 480.7
Pharmaceutical 350.0 282.5 304.6
Cataract 304.5 309.2 313.2
Refractive 138.2 167.0 123.1

$1,711.9 $1,772.4 $1,764.3

Lens Care Net Sales
2001 Versus 2000 Lens care net sales declined 14% in 2001 or 12% in constant dollars. Sales in the Americas decreased 20% and 19% 
in actual and constant dollars, respectively. Growth in Europe of 9% was more than offset by a decrease in Asia of 17%. In constant dollars,
Europe sales increased 13% and Asia decreased by 10%. The decline in the Americas was driven by the U.S., where trade customers con-
tinued to reduce lens care inventory carrying requirements, and the overall market for lens care products continued to decline. By year end
trade inventory levels had achieved what the company believes to be a balance with consumption. Growth in Europe due to incremental
sales from acquisitions was more than offset by weakness in the results for Japan, where the soft economy has resulted in aggressive inventory
reduction programs among most of the large publicly held wholesalers as well as the bankruptcy of three privately held distributors with
whom the company dealt.

2000 Versus 1999 Lens care net sales declined 6% in 2000. Gains in Asia were more than offset by a 9% decline in the Americas, primarily
due to a 10% decline in the U.S. The decline was driven by lessening consumer demand for lens care products, driving reductions in shelf
space and lower inventory requirements among U.S. retailers. On a constant dollar basis, Asia had strong growth in lens care, driven primarily
by higher sales of the ReNu line. This growth was partially offset by declines in Europe.

Contact Lens Net Sales
2001 Versus 2000 Contact lens product net sales declined 4% in 2001 and 1% in constant dollars. In the Americas, sales were down 
8% and 7% in actual and constant dollars, respectively, with strong sales of SofLens66 Toric and PureVision partially offsetting declines in
older-technology products. A decline in Asia sales of 14% (5% in constant dollars) was partially offset by increases in Europe of 15% in
actual dollars and 21% in constant dollars. Constant dollar losses in Asia were primarily a result of the weak economic conditions and lack 
of new company products in Japan. Gains in Europe were partially driven by incremental sales from the acquisition of Woehlk.
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2000 Versus 1999 Net sales grew 4%, driven by sales of the company’s newer contact lens products, including Bausch & Lomb Two
Week, SofLens66 Toric and PureVision. In Europe contact lens sales grew 4%, driven by SofLens66 Toric. In Asia, sales increased 3%, 
primarily as a result of Medalist in Japan. Contact lens sales were up 6% in the Americas, driven by the U.S. market, reflecting the 2000
launch of Bausch & Lomb Two Week, and strong demand for other newer products. These increases were partially offset by declines in
older product offerings. 

Pharmaceutical Net Sales
2001 Versus 2000 Net sales for pharmaceutical products increased 24% and 26% in actual and constant dollars, respectively, over the
prior year. Excluding the impact of recent acquisitions of Groupe Chauvin and Fidia Oftal, sales increased 3% and 4% on an actual and 
constant dollar basis, respectively. In the Americas, sales were up 5% for the year, reflecting good growth in the proprietary and multi-source
business. In the U.S., the company’s anti-inflammatory ophthalmic drops, Lotemax and Alrex, continued to gain market share with solid, 
progressive growth. Year-to-date results reflected lower pricing levels in 2001 as a result of competitive pressure in the Americas, which
drove down pricing in the company’s generic business in the second half of 2000. In Europe, sales were up significantly, primarily as a result
of incremental sales from acquisitions, as well as modest constant dollar growth in sales of the company’s other pharmaceutical product lines.

2000 Versus 1999 Net sales in this category decreased 7% from 1999, including a negative impact of $7 related to a change in the
method of estimating pricing allowances for generic pharmaceutical products. In constant dollars, sales were down 3% from the prior year.

In Europe net sales increased 21%, including incremental sales from the acquisition of Groupe Chauvin, as well as moderate constant
dollar sales growth in the company’s Dr. Mann Pharma subsidiary. These gains were more than offset by the impact of changes in currency
rates as well as the results in the Americas, where pharmaceutical sales declined 20%. This was driven by the U.S. market, where strong
double-digit growth in sales of proprietary pharmaceuticals was more than offset by declines in the company’s lines of generic otic and
multi-source ophthalmic products, resulting from significantly intensified competitive pricing pressures in the second half of the year.

Cataract Net Sales
2001 Versus 2000  Net sales for the company’s cataract products declined 2% compared to 2000, but increased 1% in constant dollars.
Sales in the Americas were down 9% for the year, driven by continued supply constraints for key products and postponement of capital
equipment purchases because of softness in the U.S. economy. Sales of cataract products in Europe were up 17% and 22% in actual and
constant dollars, respectively. In Asia, sales were down 12% and 4% in actual and constant dollars, respectively.

2000 Versus 1999 Sales of cataract products were essentially flat versus 1999. Gains in Asia were offset by declines in the Americas and
Europe. Net sales from cataract products were negatively affected by manufacturing constraints for the supply of the company’s line of 
foldable intraocular lenses.

Refractive Net Sales
2001 Versus 2000 Sales of refractive products decreased 17% as compared to 2000 or 16% in constant dollars. The decline was driven by
the Americas region, where the softness in the U.S. economy delayed capital spending by providers and resulted in consumers postponing
elective surgery. Outside the Americas region, sales continued to post solid growth in Europe, and were essentially flat with the prior year in
Asia. The company’s sales growth outside the U.S. continued to reflect increasing equipment and procedure card sales for the Zyoptix system
for personalized refractive procedures.

2000 Versus 1999 Refractive products for 2000 increased 36% over 1999 benefiting from strong demand for the company’s Technolas
217 laser outside of the Americas region, as well as the launch of the laser inside the U.S., following initial regulatory approval late in
February 2000.
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OPERATING COSTS AND EXPENSES

The ratio of cost of products sold to sales for continuing businesses was 44.6% in 2001, versus 42.0% and 40.5% in 2000 and 1999, respec-
tively. The increase in 2001 reflected significantly lower U.S. sales of higher-margin refractive and lens care products and the negative
impact of changes in foreign currency exchange rates. The unfavorable trend in 2000 reflected pricing erosion in the U.S. generic pharma-
ceutical business partially offset by improvement in vision care margins resulting from initiatives to consolidate contact lens manufacturing.

Selling, administrative and general expenses, including corporate administration, were 41.4% of sales in 2001 compared to 38.4% in
2000 and 38.8% in 1999. These results reflect increased expenses, including amortization, associated with the acquired European busi-
nesses over a lower year-over-year sales base. These higher expenses were partially mitigated by administrative savings realized through
restructuring and continued control over discretionary spending. The slight improvement in 2000 from 1999 reflected company-wide efforts
to improve efficiency through restructuring and investment in information technology.

Research and development (R&D) expenses totaled $122 in 2001, essentially flat versus 2000. In 1999, these costs were $98. R&D
expenses represented 7.1% of sales in 2001 versus 6.9% and 5.5% in 2000 and 1999, respectively. Overall, the three-year trend demonstrates
the company’s continued commitment to R&D spending in support of its goal of consistently bringing new products to market, in particular,
the development of new applications for the Envision TD implant technology for treating retinal and other diseases of the back of the eye.

NON-OPERATING INCOME AND EXPENSE

Other Income And Expense Interest and investment income was $48 in 2001, $52 in 2000 and $46 in 1999. The decrease in 2001 
from 2000 reflected lower average investment levels and investment rates offset by a gain on the sale of Charles River Laboratories stock 
of $19 in 2001. The increase in 2000 over 1999 reflected higher investment levels from cash generated by divestitures in mid-to-late 1999.

Interest expense was $58 in 2001, $69 in 2000 and $88 in 1999. The decreases in 2001 and 2000 from 2000 and 1999, respectively, 
were primarily due to lower average debt levels and interest rates.

The company’s net gain from foreign currency transactions decreased $3 from 2000 to $8. The decline resulted largely from lower pre-
mium income realized on foreign currency exchange contracts utilized in the company’s hedging program, which was the result of lower
U.S. interest rates. This reduction was partially offset by gains realized on hedging activities associated with a specific transaction. The
increase in 2000 of $4 over 1999 was due to an increase in premium income realized from foreign exchange contracts hedging net invest-
ments and transaction exposures.

Other income in 2000 consisted of proceeds from a patent litigation settlement with Alcon Laboratories, Inc. (Alcon). The settlement
agreement resolved the patent infringement case Bausch & Lomb filed against Alcon in October 1994. Under the terms of the settlement
agreement, Alcon made an up-front payment to Bausch & Lomb of $25, which was recorded as income in the first quarter of 2000.
Additionally, Alcon will pay Bausch & Lomb a stream of royalties over the next seven years for a worldwide license under Bausch &
Lomb’s patent for the simultaneous use of a chemical disinfecting solution with an enzyme cleaning product for contact lens care. Other
income of $7 in 1999 resulted from the liquidation of an investment in preferred securities associated with a 1995 divestiture.

Income Taxes The company’s reported tax rate for continuing operations was 33.8% in 2001 as compared to 40.8% in 2000 and 36.0% in
1999. The 2001 rate reflects a deferred tax benefit recorded in the first quarter of 2001 to reflect a change in the statutory tax rate associated
with the company’s joint venture in China. Excluding this item, the effective tax rate would have been 35.0%. The 2000 rate reflects non-
deductible purchased IPR&D for which there is no associated tax benefit. Excluding this item, the effective tax rate would have been 35.5%.

When calculating income tax expense, the company recognizes valuation allowances for tax loss and credit carry forwards, which may
not be realized by utilizing a “more likely than not” approach which is more fully described in Note 9 – Provision for Income Taxes.

Minority Interest The impact to results of operations from minority interest was $14, $13 and $16 for 2001, 2000 and 1999, respectively.
The reduction in 2000 from the prior year primarily reflects the impact from the restructuring of a limited partnership as described in
Note 13 – Minority Interest.

Discontinued Operations During 1999, the company completed the sale of its eyewear segment to Luxottica Group S.p.A (Luxottica)
for $636 in cash. The company recorded an after-tax gain on the disposal of discontinued operations of $126 or $2.16 per share. During 2000,
Luxottica proposed certain purchase price adjustments related to the sale. On January 22, 2002, the company reached an agreement with
Luxottica relative to the proposed adjustments. The net result of the resolution was an after-tax charge to discontinued operations of $21
million, or $0.39 per share. This amount has been reported as a sale price adjustment related to disposal of discontinued operations in the
fourth quarter of 2001 in the accompanying Statements of Income.
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On August 30, 1999 the company completed the sale of its hearing aid business to Amplifon S.p.A, a privately held company in 
Italy. The company recorded an after-tax gain of $11 or $0.19 per share. Also during the third quarter, the company completed the sale 
of Charles River Laboratories, a biomedical business, to DLJ Merchant Banking Partners II, L.P., for approximately $400 in cash and $43
in promissory notes repaid in fiscal year 2000. The company retained a minority equity interest in the Charles River Laboratories business
as discussed in Note 8 – Other Short- And Long-Term Investments. The company recorded an after-tax gain of $171 or $2.91 per share. The
hearing aid, biomedical and the skin care businesses (which was sold in 1998) collectively comprised the company’s former healthcare 
segment. The sales reported in 1999 for the sunglass and healthcare segments were $253 and $241, respectively.

Income from discontinued operations as reported on the company’s Statements of Income were net of income taxes of $21 for 1999.
The Statement of Cash Flows for the year ended December 25, 1999 has not been restated to reflect the divestitures of these businesses.

Income From Extraordinary Item In 2001 and 2000, retirements of fixed-rate notes payable resulted in recognition of extraordinary
gains of less than $0.1 and $1, net of taxes, respectively.

RESTRUCTURING CHARGES AND ASSET WRITE-OFFS

In 2001, 2000 and 1999, the company’s Board of Directors approved plans to restructure certain of the company’s business segments and
corporate administrative functions. The company completed all actions under the 2000 Program as of December 29, 2001 and all actions
under the 1999 Program as of December 30, 2000. These plans are described more fully in Note 5 – Restructuring Charges and Asset Write-offs,
and represent the company’s programs to enhance its competitive position.

2001 Program
In December 2001, the company’s Board of Directors approved a comprehensive restructuring plan designed to reduce ongoing operating
costs by eliminating approximately 700 jobs on a global basis. As of December 29, 2001, management had identified actions and notified the
appropriate personnel in what it considers Phase I of the restructuring program. As a result, a pre-tax amount of $8 was recorded during the
fourth quarter of 2001 for Phase I of the restructuring and for asset write-offs. The after-tax impact of this charge was $3 or $0.05 per share.
Management anticipates recording approximately $20 of additional charges for Phase II during the first quarter of 2002. The company is
reviewing a series of possible additional actions to further reduce costs and improve executional effectiveness.

The Phase I and Phase II actions are expected to result in cash outflows of approximately $4 and $20, respectively. The majority of the
outflows are expected to occur in the second and third quarters of 2002. The company anticipates that cash provided through operations
will provide adequate funding for these actions. Actions in this restructuring plan are expected to be completed by the end of 2002.

Phase I of this program is expected to yield pre-tax cost savings of approximately $3 in 2002 and $5 annually beginning in 2003. Phase
II of this program is expected to yield pre-tax cost savings of approximately $22 in 2002 and $28 annually beginning in 2003. These savings
are expected to be realized primarily through reduced cost of products sold and selling, administrative and general expenses. These savings
are expected to be reinvested into R&D, marketing and other programs designed to accelerate sales growth.

2000 Program
In December 2000, the company’s Board of Directors approved a comprehensive restructuring plan designed to facilitate the company’s
realignment as an integrated operating company with centralized management of R&D and supply chain operations and with commercial
operations managed on a regional basis. The plan was implemented in two phases due to the anticipated timing of communication to
employees and overall implementation schedule. As a result, a pre-tax amount of $43 was recorded during the fourth quarter of 2000 for
Phase I of the restructuring and for asset write-offs. The after-tax impact of this charge was $28 or $0.50 per share. During the first quarter 
of 2001, a pre-tax amount of $17 was recorded for Phase II of the restructuring and additional asset write-offs. The after-tax impact of this
charge was $11 or $0.20 per share.

Phase I of this program is expected to yield pre-tax cost savings of approximately $35 annually beginning in 2002. Phase II of this
program is expected to yield pre-tax cost savings of approximately $10 annually beginning in 2002. These savings are expected to be
realized primarily through reduced cost of products sold and selling, administrative and general expenses. These savings are expected 
to be reinvested into R&D, marketing and other programs designed to accelerate sales growth.

1999 Program
In December 1999, management announced that in order to increase its competitiveness and performance, the company would exit 
certain manufacturing platforms in the contact lens business and consolidate others into focused facilities, as well as reduce certain 
global administrative costs. As a result, a pre-tax amount of $57 was recorded during the fourth quarter of 2000 for restructuring and 
asset write-offs. The after-tax impact of this charge was $36 or $0.62 per share. 

This program yielded pre-tax cost savings of approximately $27 annually, a portion of which have been reinvested into R&D.



Bausch & Lomb 2002 Proxy StatementA8Bausch & Lomb A8Bausch & Lomb A8

PURCHASED IN-PROCESS RESEARCH AND DEVELOPMENT

In connection with the acquisition of Groupe Chauvin, the company immediately expensed $24, representing amounts for IPR&D 
estimated at fair value using the methodology described below. The expensed IPR&D represented the value of projects that had not 
yet reached technological feasibility and for which the assets to be used in such projects had no alternative future uses (See Note 2 –
Acquisitions). The company expects that products developed from the acquired IPR&D will begin to generate sales and positive cash flows
in the time frames discussed in the following paragraphs. However, development of these technologies remains a risk due to the remaining
effort to achieve technical viability, rapidly changing customer markets, uncertain standards for new products and competitive threats.

The company estimated the fair value of the purchased IPR&D using an income approach. Such methodology involved estimating 
the fair value of the purchased IPR&D using the present value of the estimated after-tax cash flows expected to be generated as a result 
of these projects and using risk-adjusted discount rates and revenue forecasts as appropriate. The selection of the 15% discount rate for all
products was based on consideration of the company’s weighted average cost of capital. A probability factor was then applied to the cash
flow based on anticipated profitability levels of each project and the uncertainty surrounding successful development of each project. The
amount expensed was also impacted by the percentage of completion for each project. The company expects to fund all R&D efforts,
including acquired IPR&D, from cash flows from operations. Set forth below are descriptions of certain acquired IPR&D projects. As of
December 29, 2001, the Immobacter project had passed the first internal feasibility check points and continues to be on schedule. Carteol
had received the majority of regulatory approvals and is scheduled for launch in 2002. All remaining projects are moving forward and
assumptions are still considered to be valid.

IPR&D was allocated to the following projects: Immobacter ($17), Carteol ($3), Other Pharmaceutical ($2) and Surgical ($2) products.
Immobacter – Revenues attributed to Immobacter, a preservative-free multidose delivery system, are expected to be generated by

licensing the technology to other manufacturers. The royalty revenues are expected to be $4, $10 and $12 from 2004 through 2006 decreasing
at an average rate of 5% thereafter. At the acquisition date, costs to complete the R&D efforts were expected to be $2. The probability 
factor and stage of completion used to derive the IPR&D amount were 70% and 49%, respectively.

Carteol – Revenues attributed to Carteol Multidose, a glaucoma drug product extension that allows for once a day usage versus the 
current twice a day, were expected to be $3 in 2002, $6 in 2003, $7 in 2004 and $8 in 2005, with the rate of revenue growth then decreasing
5% annually in 2006 to 2010. At the acquisition date, costs to complete the R&D efforts were expected to be $1. The probability factor and
stage of completion used to derive the IPR&D amount were 95% and 76%, respectively.

Other Pharmaceutical Products – Revenues attributed to various miscellaneous pharmaceutical products, are expected to reach $4 by
2007, and then decrease by 3% each year through 2010. At the acquisition date, costs to complete the R&D efforts were expected to be $2.
The average probability factor and stage of completion used to derive the IPR&D amount were 76% and 74%, respectively.

Other Surgical Products – Revenues attributed to various miscellaneous surgical products, are expected to reach $6 by 2006, with the rate
of revenue growth then decreasing annually in the range of 2% to 3%. At the acquisition date, costs to complete the R&D efforts were
expected to be $1. The average probability factor and stage of completion used to derive the IPR&D amount were 70% and 48%, respectively.

LIQUIDITY AND FINANCIAL RESOURCES

The company evaluates its liquidity from several perspectives, including its ability to generate income, positive cash flows and free cash
flow, its financial position, its access to financial markets and the adequacy of working capital levels. The company has a stated goal to maxi-
mize free cash flow, which is defined as cash generated before the payment of dividends, the borrowing or repayment of debt, stock
repurchases, the acquisition or divestiture of businesses and the acquisition of intangible assets.

Cash Flows From Operating Activities Cash provided by operating activities totaled $183 in 2001, a decrease of $152 from 2000.
Contributing to this result were lower net income, increases in inventory and deferred tax assets (due to an increase in tax loss and credit
carryforwards), and a decrease in current income taxes payable. This decrease was partially offset by decreases in accounts receivable 
and other current assets. In 2000, operating activities generated $335 in cash flow, an increase of $112 from 1999. The increase was driven
primarily by decreases in accounts receivable, inventory, and other current assets.

Free cash flow for 2001 was $101, a decrease of $143 from 2000. The decrease was primarily attributable to the operating factors cited above.

Cash Flows From Investing Activities In 2001, cash used in investing activities was $25. The cash outflow resulted primarily from
$96 for capital expenditures and $49 for acquisitions of businesses and rights to certain pharmaceutical products, partially offset by the cash
inflow of $30 from the sale of a portion of the company’s original equity interest in Charles River Laboratories, as well as cash inflow of $97
from the exercise of an option on a Netherlands guilder investment where the majority of the company’s equity position was put back to
the issuer.

Cash used in investing activities was $170 in 2000. The cash outflow resulted from $253 for acquisitions and $95 for capital expendi-
tures. These were partially offset by proceeds from the liquidation of an investment of equity securities and collection on a note receivable.
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Cash Flows From Financing Activities Financing activities used $275 during 2001 primarily to repay $252 of long-term debt.
Cash used in financing activities during 2000 was $324. The purchase of 4,619,452 common shares during 2000 completed the stock

buyback programs initiated in 1998 and 1999 and resulted in a cash outflow of $251. Additionally, the company reduced its debt by $44.
In 2001, the company’s Board of Directors authorized the repurchase of up to 2,000,000 shares of the company’s common stock. The

company has executed an agreement with a financial institution covering the purchase of such shares through one or more forward purchase
transactions. Such purchases, which may have settlement dates as long as two years, can be settled, at the company’s election, on a physical
share, net cash or net share basis. As of December 29, 2001, the company has entered into forward purchases covering 750,000 shares.

Financial Position The company’s total debt, consisting of short- and long-term borrowings, was $827 and $998 at the end of 2001 and
2000, respectively. The ratio of total debt to capital was 45.9% and 49.0% at year-end 2001 and 2000, respectively. Cash and cash equiva-
lents totaled $534 in 2001 and $660 in 2000.

Certain tranches of the company’s long-term debt due in 2002 contain options that allow holders to put the debt back to the company
and certain debt due in 2013 and 2015 allow remarketing agents to call the debt from the holders in 2003 and 2005, respectively, and in cer-
tain cases remarket the debt at a higher interest rate than the then current market rate. The company believes that it has adequate cash,
credit facilities and access to the financial markets to meet all debt maturity requirements.

Access To Financial Markets The company maintains a $250 syndicated revolving credit agreement expiring in 2004. The interest
rate under this agreement is based on LIBOR, or the highest rate based on secondary certificates of deposit, Federal Funds or the base rate
of one of the lending banks. In addition, a number of subsidiary companies outside the U.S. have credit facilities to meet their liquidity
requirements. The company believes its existing credit facilities provide adequate liquidity to meet obligations, fund capital expenditures
and invest in potential growth opportunities.

The debt ratings as of December 29, 2001 were at BBB- and A3 for Standard & Poor’s, and Baa3 and Prime-3 for Moody’s Investor
Service, for long-term and short-term debt, respectively. On March 11, 2002, the company was downgraded by Moody’s Investor Service to
Ba1 and Not-Prime for long-term and short-term debt, respectively, in response to its 2001 performance. Certain financial transactions may
be terminated at the option of the holder as a result of this downgrade. These include a limited partnership interest which has been
recorded as minority interest totaling $200, financing covering its world headquarters facility of $63 and securitized trade receivables of $25.
If the holders of the financial instruments were to exercise their rights, the company believes it has sufficient liquidity in the form of cash,
existing credit facilities and access to the financial markets.

Working Capital Working capital and the current ratio were $694 and 2.0, respectively, at year end 2001 and $900 and 2.1, respectively, at
year end 2000.

Dividends The dividend on Common stock, declared and paid quarterly, totaled $1.04 per share for each of the years ended 2001, 2000
and 1999. 

Return On Equity And Capital Return on average shareholders’ equity was 2.1% in 2001, compared with 7.9% in 2000 and 43.3% in
1999. The decrease in 2001 reflects the impact from lower income from continuing operations and the inclusion of the reduction to the gain
on disposal of discontinued operations of the eyewear segment in the 2001 ratio. The higher return in 1999 was due mainly to the inclusion
of the gain on the divestitures. 

Return on invested capital was 3.1% in 2001, 6.1% in 2000 and 21.7% in 1999. The decrease in 2001 was due to lower income from
continuing operations and the reduction of the gain on disposal of the discontinued operations of the eyewear segment. The decrease in
2000 was due to the inclusion of the gain from the divestitures in 1999 offset in part by a decrease in equity from the stock repurchase pro-
gram. The higher return in 1999 was due primarily to the gain on divestitures and the debt repayments associated with the use of proceeds
from the divestitures.

MARKET RISK

The company, as a result of its global operating and financing activities, is exposed to changes in interest rates and foreign currency
exchange rates that may adversely affect its results of operations and financial position. In seeking to minimize the risks and/or costs
associated with such activities, the company manages exposures to changes in interest rates and foreign currency exchange rates primarily
through its use of derivatives. The company does not use financial instruments for trading or other speculative purposes, nor does it 
use leveraged financial instruments.
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The company primarily uses foreign currency forward contracts to hedge foreign currency transactions and equity investments in non-
U.S. subsidiaries. For contracts outstanding at the end of 2001, foreign currencies purchased were primarily Singapore dollars, Swiss francs,
Hong Kong dollars, British pounds and the euro. The currencies sold were primarily the euro, Swiss francs, Japanese yen, British pounds,
and Australian dollars. With respect to 2000, foreign currencies purchased were primarily Singapore dollars, Hong Kong dollars, British
pounds, Swiss francs and the euro and the sale of euros, Japanese yen, British pounds, Singapore dollars and Swiss francs. The magnitude
and nature of such hedging activities are explained further in Note 14 – Financial Instruments. A sensitivity analysis to measure the potential
impact that a change in foreign currency exchange rates would have, net of hedging activity, on the company’s net income indicates that,
based on its year-end 2001 and 2000 positions, if the U.S. dollar strengthened against all foreign currencies by 10%, the company’s income
would have been reduced by approximately $1 for both year ends.

The company may enter into interest rate swap and cap agreements to effectively limit exposure to interest rate movements within the
parameters of its interest rate hedging policy. For foreign currency denominated borrowing and investing transactions, cross-currency inter-
est rate swap contracts may be used, which, in addition to exchanging cash flows derived from interest rates, exchange currencies at both
inception and termination of the contract. There were no cross-currency interest rate swap contracts outstanding at December 29, 2001. A
sensitivity analysis to measure the potential impact that a change in interest rates would have, net of hedging activity, on the company’s net
income indicates that a one percentage point decrease in interest rates, which represents a greater than 10% change, would increase the
company’s net financial expense by approximately $2 and $6 based on 2001 and 2000 year-end positions, respectively.

Counterparties to the financial instruments discussed above expose the company to credit risks to the extent of non-performance. The
credit ratings of the counterparties, which consist of a diversified group of major financial institutions, are regularly monitored and thus
credit loss arising from counterparty non-performance is not anticipated.

OUTLOOK

The company expects to report 2002 sales growth in the mid-to-upper single digits, with gains in each of its product categories, and full-
year total company operating margins reaching approximately 9% of net sales. Full-year comparable basis earnings per share are expected
to be in the low $1.30’s range, before considering the impact on amortization expense from the company’s adoption of SFAS No. 142 –
Goodwill and Intangible Assets. This adoption is expected to result in an increase of approximately $0.35 per share. These expectations are
based on the parameters and assumptions discussed below.

The company’s outlook assumes that there will be no significant changes in the U.S. economic climate, at least until late in 2002, or 
in the economic climate elsewhere. The company’s projections further assume that currency exchange rates remain fairly constant at year-
end 2001 levels. As a result of the movements in exchange rates over the course of 2001, currency, particularly the Japanese yen, should
continue to hamper reported year-over-year growth.

Sales for the combined lens and lens care product lines are expected to grow in the mid-to-upper single digits for the full year. This
expectation assumes that shipments of lens care products in the U.S. will be in line with consumer off-take, following a period of intense
retail inventory destocking. Revenues should also benefit from sales of ReNu MultiPlus No Rub Formula, which was approved by the U.S.
FDA in the fourth quarter of 2001. The company’s expectations further assume that newer-technology contact lens products, such as
PureVision and SofLens66 Toric, will drive growth in this product category. The company will launch SofLens66 Toric in Japan in the first
quarter. This is the company’s first new contact lens product launch in that market in several years, and additional products are currently
awaiting regulatory approval. In the U.S., FDA approval was received in the fourth quarter for a “no-rub” claim for the company’s ReNu
MultiPlus product.

Products for cataract surgery are expected to post mid-single digit sales growth in 2002. This expectation assumes that continued
progress will be made in resolving product supply issues that have hampered performance in the recent past.

Refractive surgery sales are expected to grow in the low-to-mid single digits for the year. The economic environment in the U.S. is
expected to continue to hamper results in this market, while continued gains are expected overseas. The company anticipates a mid-year
U.S. approval for hyperopia for its Technolas 217 laser, to be followed by a late-year approval for its Zyoptix system for personalized refractive
surgery. Both of these events should benefit the company when the economy recovers.

Lastly, the pharmaceutical product category is expected to achieve mid-single digit growth over 2001. This category should benefit
from the introduction of Ocuvite PreserVision and continued share gains for the company’s lines of proprietary pharmaceutical products.

The company anticipates full-year improvement in both gross margin and SG&A ratios. Margin improvement is expected to result
from favorable sales mix, and both ratios should benefit from savings associated with the recently announced restructuring actions.
Research and development expense is also expected to increase, primarily due to the continued investment in Envision TD technology.

The company projects net financing expense to increase approximately $10 million from 2001, reflecting lower interest income due 
to lower average interest rates. This projection assumes no change in the company’s debt rating. In addition, the company expects the
reported tax rate to be 34.5%.

Free cash flow, after capital spending of approximately $100 million, is expected to exceed $120 million for the full year.
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OTHER MATTERS

Environment The company believes it is in compliance in all material respects with applicable environmental laws and regulations. 
The company is presently involved in remedial and investigatory activities at certain locations in which the company has been named the
responsible party. At all such locations, the company believes such efforts will not have a materially adverse effect on its results of opera-
tions or financial position.

The Euro On January 1, 1999, eleven of the fifteen member countries of the European Union began operating with a new currency, the
euro, which was established by irrevocably fixing the value of legacy currencies against this new common currency. The euro was used in
business transactions along with legacy currencies until January 1, 2002, at which time it became the sole currency of the participating countries.

The company had processes in place to address any issues raised by the currency conversion, including the impact on information
technology and other systems, currency risk, financial instruments, taxation and competitive implications. The company converted to the
euro in 2002 with no issues.

Employee Benefits Effective January 1, 2000, the company’s contributory defined benefit pension plan was converted to a noncontribu-
tory cash balance plan. This plan covers essentially all U.S. employees. The company’s defined contribution plan was also amended to
increase the company match. The changes to these plans are not expected to materially affect the company’s results.

Critical Accounting Policies The preparation of financial statements requires management to make estimates and assumptions that
affect amounts reported therein. The most significant of these involving difficult or complex judgements in 2001 include revenue recogni-
tion, foreign currency impacts and hedging activities under SFAS No. 133 and use of estimates. In each situation, management is required
to make estimates about the effects of matters or future events that are inherently uncertain.

The company’s overall policies with regard to revenue recognition are set forth in Note 1 – Accounting Policies. As noted therein, revenue
is recognized based on the terms of sale with the customer. The terms and arrangements vary by product category, owing to the differing
nature of the customers, channels and products across the categories. The company believes its revenue recognition policies are appropriate
in all circumstances, and that its policies are reflective of complexities arising from customer arrangements involving such features as
rebates, leases, services and other normal course of business arrangements.

The company enters into various derivative instruments designated as hedging transactions. Such activities require management to
assess the effectiveness of the hedge transaction at inception as well as on an ongoing basis. The accounting and reporting under SFAS No.
133 is discussed further in Note 1 – Accounting Policies.

The financial statements are prepared in conformity with generally accepted accounting principles, and, as such, include amounts
based on informed estimated and judgements of management. For example, estimates are used in determining valuation allowances 
for uncollectible receivables, obsolete inventory, deferred income taxes and purchased intangible assets. Actual results could differ from
those estimates.

The company used what it believes are reasonable assumptions and where applicable, established valuation techniques in making 
its estimates.

New Accounting Guidance During May 2000, the Emerging Issues Task Force (EITF) issued EITF Issue No. 00-14, Accounting for
Certain Sales Incentives. EITF Issue No. 00-14 addresses the income statement classification of various sales incentives. In April 2001, the
transition date was revised and the consensus will be effective for the first quarter of 2002. Upon adoption, amounts included in previously
issued financial statements will be reclassified to conform to the new presentation. The company has determined that the adoption of
EITF Issue No. 00-14 will not have a material effect on its financial position or its results of operations.

During April 2001, the EITF issued Issue No. 00-25, Vendor Income Statement Characterization of Consideration Paid to a Reseller of the
Vendor’s Products with an effective date for the first quarter of 2002. The issue addresses the accounting treatment and income statement
classification for certain sales incentives, including cooperative advertising arrangements, buydowns, and slotting fees. The consensus
requires that these incentives be reclassified from selling, general and administrative expense to a reduction in sales. Upon adoption,
amounts included in previously issued financial statements will be reclassified to conform to the new presentation. The company has 
determined that the adoption of EITF Issue No. 00-25 will not have a material effect on its financial position or its results of operations.

In July 2001, the Financial Accounting Standards Board (FASB) issued SFAS No. 141, Business Combinations and SFAS No. 142,
Goodwill and Intangible Assets. SFAS No. 141 provides guidance on the accounting for a business combination at the date the combination 
is completed. It changes the current accounting guidance by eliminating the pooling-of-interests method and requiring the use of the 
purchase method of accounting for business combinations. It also provides new criteria that determine whether an acquired intangible 
asset should be recognized separately from goodwill. SFAS No. 141 is effective for all business combinations initiated after June 30, 2001
and for all business combinations accounted for by the purchase method for which the date of acquisition is after June 30, 2001. SFAS No.
142 provides guidance on how to account for goodwill and intangible assets after the acquisition is complete. The most substantive change
represented by this statement is that goodwill will no longer be amortized; instead, it will be tested for impairment at least annually or more
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frequently if events or changes in circumstances indicate that the asset might be impaired. The statement applies to existing goodwill and
intangible assets, beginning with the company’s fiscal year beginning December 30, 2001. Goodwill and certain intangible assets acquired
in transactions completed after June 30, 2001 will not be amortized. The company adopted SFAS No. 141 in the third quarter of 2001 with
no effect on the company’s financial position. The company will adopt SFAS No. 142 in the fiscal year beginning December 30, 2001 and
estimates approximately $19 net of tax in reduction of amortization expense, or $0.35 per diluted share.

In June 2001, the FASB issued SFAS No. 143, Accounting for Asset Retirement Obligations. SFAS No. 143 addresses financial accounting
and reporting for obligations associated with the retirement of tangible long-lived assets and the associated asset retirement costs. This
statement requires that the fair value of a liability for an asset retirement obligation be recognized in the period in which it is incurred if a
reasonable estimate of fair value can be made. It applies to legal obligations associated with the retirement of long-lived assets that result
from the acquisition, construction, development and (or) the normal operation of a long-lived asset, except for certain obligations of lessees.
This statement is effective for financial statements issued for fiscal years beginning after June 15, 2002. The company will adopt SFAS No.
143 in the fiscal year beginning December 29, 2002 and is still evaluating the effect on the company’s financial position.

In October 2001, the FASB issued SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets. This statement
supercedes SFAS No. 121, Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of. SFAS No. 144
addresses the accounting model for long-lived assets to be disposed of by sale and resulting implementation issues. This statement
requires that those long-lived assets be measured at the lower of carrying amount or fair value less cost to sell, whether reported in 
continuing operations or in discontinued operations. Therefore, discontinued operations will no longer be measured at net realizable
value or include amounts for operating losses that have not yet occurred. It also broadens the reporting of discontinued operations to
include all components of an entity with operations that can be distinguished from the rest of the entity and that will be eliminated from
the ongoing operations of the entity in a disposal transaction. This statement is effective for financial statements issued for fiscal years
beginning after December 15, 2001. The company will adopt SFAS No. 144 in the fiscal year beginning December 30, 2001 and has
determined that adoption will not have a material effect on its financial position.

Information Concerning Forward-Looking Statements When used in this discussion, the words “anticipate”, “should”, “expect”,
“estimate”, “project”, “will”, “are likely” and similar expressions are intended to identify forward-looking statements. The forward-looking
statements contained in this report under the heading “Outlook” and elsewhere are made pursuant to the safe harbor provisions of the
Private Securities Litigation Reform Act of 1995. These statements involve predictions of future company performance, and are thus
dependent on a number of factors affecting the company’s performance. Where possible, specific factors that may impact performance
materially have been identified in connection with specific forward-looking statements. Additional risks and uncertainties include, without
limitation, the impact of competition, seasonality and general economic conditions in the global lens and lens care, ophthalmic cataract and
refractive and pharmaceutical markets where the company’s businesses compete, changes in global and localized economic and political
conditions, effects of war or terrorism, changing currency exchange rates, changing trends in practitioner and consumer preferences and
tastes, changes in technology, medical developments relating to the use of the company’s products, legal proceedings initiated by or against
the company, the impact of company performance on its financing costs, changes in government regulation of the company’s products 
and operations, changes in private and regulatory schemes providing for the reimbursement of patient medical expenses, changes in the
company’s credit ratings, or the cost of access to sources of liquidity, the financial well-being and commercial success of key customers, the
performance by third parties upon whom the company relies for the provision of goods or services, the ability of the company to secure
intellectual property protections, including patent rights, with respect to key technologies, difficulties or delays in the development, 
production, laboratory and clinical testing, regulatory approval or marketing of products, the successful completion and integration of acqui-
sitions announced by the company, the continued successful implementation of efforts in managing and reducing costs and expenses, the
effect of changes within the company’s organization, including the selection and development of the company’s management team and
such other factors as are described in greater detail in the company’s filings with the Securities and Exchange Commission, including its
2001 Annual Report on Form 10-K.
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2001 2000 1999

Net Sales $1,711.9 $1,772.4 $ 1,764.3
Costs And Expenses

Cost of products sold 763.7 746.9 714.5
Selling, administrative and general 718.3 681.2 684.5
Research and development 122.0 121.5 97.6
Purchased in-process research and development .– 23.8 –
Restructuring charges and asset write-offs 21.2 33.7 53.5
Other expense .– 23.4 –

1,625.2 1,630.5 1,550.1
Operating Income 86.7 141.9 214.2
Other (Income) Expense

Interest and investment income (48.4) (52.3) (45.5)
Interest expense 58.3 68.5 88.4
Gain from foreign currency, net (8.2) (11.4) (7.0)
Other income, net .– (23.6) (6.7)

1.7 (18.8) 29.2
Income From Continuing Operations Before Income Taxes And Minority Interest 85.0 160.7 185.0

Provision for income taxes 28.7 65.5 66.6

Income From Continuing Operations Before Minority Interest 56.3 95.2 118.4
Minority interest in subsidiaries 14.3 13.2 15.7

Income From Continuing Operations 42.0 82.0 102.7

Discontinued Operations
Income from discontinued operations, net of taxes .– – 34.0
Gain on disposals of discontinued operations, net of taxes .– – 308.1
Sale price adjustment related to disposal of discontinued operations, net of taxes (21.1) – .–

(21.1) – 342.1
Income Before Extraordinary Item 20.9 82.0 444.8

Extraordinary Item
Gain on extinguishment of debt, net of taxes .– 1.4 –

Income Before Change In Accounting Principle 20.9 83.4 444.8

Change In Accounting Principle, Net Of Taxes 0.3 – –
Net Income $ 21.2 $ 83.4 $ 444.8
Basic Earnings (Loss) Per Share:
Continuing Operations $ 0.78 $ 1.51 $ 1.79
Discontinued Operations (0.39) – 5.97
Extraordinary Item .– 0.03 –
Change In Accounting Principle .– – –

$ 0.39 $ 1.54 $ 7.76
Average Shares Outstanding – Basic (000s) 53,578 54,162 57,287
Diluted Earnings (Loss) Per Share:
Continuing Operations $ 0.78 $ 1.49 $ 1.75
Discontinued Operations (0.39) – 5.84
Extraordinary Item .– 0.03 –
Change In Accounting Principle .– – –

$ 0.39 $ 1.52 $ 7.59
Average Shares Outstanding – Diluted (000s) 53,715 54,724 58,639

Statements Of Income
For The Years Ended December 29, 2001, December 30, 2000 and December 25, 1999
Dollar Amounts In Millions – Except Per Share Data

See Notes To Financial Statements
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2001 2000

Assets
Cash and cash equivalents $ 534.4 $ 660.3
Other investments, short-term 41.9 167.4
Trade receivables, less allowances of $20.7 and $24.9, respectively 380.7 417.2
Inventories, net 253.4 247.7
Deferred income taxes 74.0 79.6
Other current assets 112.9 153.1

Total Current Assets 1,397.3 1,725.3

Property, Plant And Equipment, net 543.3 494.8
Goodwill And Other Intangibles, less accumulated amortization of $208.2 and $160.9, respectively 842.2 815.7
Other Long-Term Assets 93.4 129.7
Deferred Income Taxes 117.3 73.8
Total Assets $ 2,993.5 $ 3,239.3

Liabilities And Shareholders’ Equity
Notes payable $ 32.6 $ 32.6
Current portion of long-term debt 90.7 202.6
Accounts payable 65.4 70.0
Accrued compensation 80.7 79.7
Accrued liabilities 359.0 354.4
Federal, state and foreign income taxes payable 64.6 69.4
Deferred income taxes 10.6 16.8

Total Current Liabilities 703.6 825.5

Long-Term Debt, less current portion 703.2 763.1
Deferred Income Taxes 297.2 296.2
Other Long-Term Liabilities 99.9 98.1
Minority Interest 214.6 217.0
Total Liabilities 2,018.5 2,199.9

Common Stock, par value $0.40 per share, 200 million shares authorized, 60,198,322 shares issued 24.1 24.1
Class B Stock, par value $0.08 per share, 15 million shares authorized, 496,832

shares issued (596,349 shares in 2000) .– .–
Capital In Excess Of Par Value 95.6 94.0
Common And Class B Stock In Treasury, at cost, 7,152,127 shares (7,321,559 shares in 2000) (364.0) (370.8)
Retained Earnings 1,261.4 1,295.9
Accumulated Other Comprehensive (Loss) Income (36.0) 2.1
Other Shareholders’ Equity (6.1) (5.9)
Total Shareholders’ Equity 975.0 1,039.4
Total Liabilities And Shareholders’ Equity $ 2,993.5 $ 3,239.3

Balance Sheets
December 29, 2001 and  December 30, 2000
Dollar Amounts In Millions – Except Per Share Data 

See Notes To Financial Statements
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2001 2000 1999

Cash Flows From Operating Activities
Net Income $ 21.2 $ 83.4 $ 444.8
Adjustments To Reconcile Net Income To Net Cash Provided By Operating Activities

Depreciation 106.5 105.8 112.8
Amortization 48.6 41.9 43.4
Gain on divestitures .– .– (475.0)
Sale price adjustment related to disposal of discontinued operations 35.2 .– .–
Restructuring charges and asset write-offs 21.2 33.7 53.5
Stock compensation expense 1.1 5.6 8.0
Purchased in-process research and development .– 23.8 .–
Gain from sale of investments available-for-sale (12.6) .– .–
Loss on retirement of fixed assets 0.2 7.5 5.6

Changes In Assets And Liabilities
Trade receivables 35.0 24.3 (93.0)
Inventories (14.5) 10.2 (11.6)
Deferred income taxes (57.5) (17.1) 195.9
Other current assets 36.6 24.2 (47.1)
Accounts payable and accrued liabilities  (11.8) (9.4) (19.7)
Income taxes payable (11.9) 23.5 3.9
Other long-term liabilities (14.0) (22.4) 1.9

Net Cash Provided By Operating Activities 183.3 335.0 223.4

Cash Flows From Investing Activities
Capital expenditures (96.4) (95.0) (155.9)
Net cash paid for acquisition of businesses and other intangibles (49.1) (253.3) (43.1)
Net cash received from divestitures .– .– 1,048.4
Proceeds from liquidation of other investments 97.3 166.2 300.0
Cash received from sale of investments available-for-sale 29.5 .– .–
Other (6.0) 12.1 13.9

Net Cash (Used In) Provided By Investing Activities (24.7) (170.0) 1,163.3

Cash Flows From Financing Activities
Proceeds from sale of partnership interest .– .– 200.5
Redemption of investor’s interest in partnership .– .– (400.0)
Repurchases of Common and Class B shares (0.7) (251.0) (43.4)
Exercise of stock options 5.1 27.6 61.8
Net proceeds from (repayments of) notes payable 12.2 (11.6) (414.7)
Repayment of long-term debt (251.9) (32.2) (31.6)
Proceeds from issuance of long-term debt 16.2 .– .–
Payment of dividends (55.8) (56.9) (59.5)

Net Cash Used In Financing Activities (274.9) (324.1) (686.9)

Effect of exchange rate changes on cash and cash equivalents (9.6) (7.7) (1.9)
Net change in cash and cash equivalents (125.9) (166.8) 697.9

Cash And Cash Equivalents, Beginning Of Year 660.3 827.1 129.2
Cash And Cash Equivalents, End Of Year $ 534.4 $ 660.3 $ 827.1

Supplemental Cash Flow Disclosures
Cash paid for interest $ 64.5 $ 67.9 $ 89.8
Net cash payments for income taxes 47.7 72.4 52.4

Supplemental Schedule Of Non-Cash Financing Activities
Consolidation of headquarters building due to change in financing structure (63.2) .– .–
Consolidation of debt due to change in financing structure of headquarters building 65.0 .– .–

Statements Of Cash Flows
For The Years Ended December 29, 2001, December 30, 2000 and December 25, 1999
Dollar Amounts In Millions

See Notes To Financial Statements
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Accumulated
Common Capital in Other Other

and Class B Excess of Treasury Retained Comprehensive Shareholders’
Total Stock1,2 Par Stock Earnings Income (Loss) Equity

Balance at December 26, 1998 $ 845.0 $ 24.2 $ 84.2 $(178.9) $ 883.5 $ 41.0 $(9.0)
Components of Comprehensive Income:

Net income 444.8 .– .– .– 444.8 .– .–
Currency translation adjustments (32.0) .– .– .– .– (32.0) .–

Total comprehensive income 412.8 .
Net shares issued (canceled) under 

employee plans (342,467 shares) 0.4 (0.1) 5.4 .– .– .– (4.9)
Treasury shares issued under employee

plans (1,854,740 shares) 72.2 .– .– 72.2 .– .– .–
Treasury shares repurchased (665,452 shares) (43.4) .– .– (43.4) .– .– .–
Amortization of unearned compensation 6.9 .– .– .– .– .– 6.9
Dividends3 (59.9) .– .– .– (59.9) .– .–

Balance at December 25, 1999 1,234.0 24.1 89.6 (150.1) 1,268.4 9.0 (7.0)
Components of Comprehensive Income:

Net income 83.4 .– .– .– 83.4 .– .–
Currency translation adjustments (35.6) .– .– .– .– (35.6) .–
Unrealized holding gain4 30.4 .– .– .– .– 30.4 .–
Minimum additional pension liability (1.7) .– .– .– .– (1.7) .–

Total comprehensive income 76.5
Net shares issued (canceled) under

employee plans (16,975 shares) 1.6 .– 4.4 .– .– .– (2.8)
Treasury shares issued under employee

plans (752,324 shares) 30.3 .– .– 30.3 .– .– .–
Treasury shares repurchased 

(4,637,808 shares) (251.0) .– .– (251.0) .– .– .–
Amortization of unearned compensation 3.9 .– .– .– .– .– 3.9
Dividends3 (55.9) .– .– .– (55.9) .– .–

Balance at December 30, 2000 1,039.4 24.1 94.0 (370.8) 1,295.9 2.1 (5.9)
Components of Comprehensive Income:

Net income 21.2 .– .– .– 21.2 .– .–
Currency translation adjustments (13.1) .– .– .– .– (13.1) .–
Transition adjustment (1.2) .– .– .– .– (1.2) .–
Net loss on cash flow hedges (0.6) .– .– .– .– (0.6) .–
Reclassification adjustment into net  

income for net gain on cash flow hedges (0.1) .– .– .– .– (0.1) .–
Unrealized holding gain4 3.1 .– .– .– .– 3.1 .–
Reclassification adjustment for net 

gains realized in net income (12.6) .– .– .– .– (12.6) .–
Minimum additional pension liability (13.6) .– .– .– .– (13.6) .–

Total comprehensive loss5 (16.9)
Net shares (canceled) issued under

employee plans (99,517 shares) (3.0) .– 1.6 .– .– .– (4.6)
Treasury shares issued under employee

plans (177,543 shares) 7.5 .– .– 7.5 .– .– .–
Treasury shares repurchased (10,940 shares) (0.7) .– .– (0.7) .– .– .–
Amortization of unearned compensation 4.4 .– .– .– .– .– 4.4
Dividends3 (55.7) .– .– .– (55.7) .– .–

Balance at December 29, 2001 $ 975.0 $ 24.1 $ 95.6 $(364.0) $ 1,261.4 $(36.0)6 $ (6.1)

Statements Of Changes In Shareholders’ Equity
For The Years Ended December 29, 2001, December 30, 2000 and December 25, 1999
Dollar Amounts In Millions   

1 There are also 10 thousand shares of $100 par value 4% cumulative preferred stock authorized, none of which has been issued.
2 There are also 25 million shares of $1 par value Class A preferred stock authorized, none of which has been issued.
3 Cash dividends of $1.04 per share were declared on Common and Class B stock in each of the years 1999, 2000 and 2001.
4 Unrealized holding gain relates to an available-for-sale equity security recorded at market value.
5 Total comprehensive loss as of December 29, 2001 is reported net of related tax effects.  Amounts of income tax benefit (expense) for the components of other comprehensive loss are as follows: transi-

tion adjustment, $0.6; net loss on cash flow hedges, $0.4; unrealized holding gain $(0.5); reclassification adjustment for net gains realized in net income, $6.8; and minimum additional pension liability, $7.3.
6 Accumulated other comprehensive loss is $(36.0) at December 29, 2001 and includes the following accumulated (loss) income amounts: currency translation adjustment, $(39.7); transition

adjustment, $(1.2); net loss on cash flow hedges, $(0.7); unrealized holding gains, $20.9; and minimum additional pension liability, $(15.3).

See Notes To Financial Statements



Bausch & Lomb 2002 Proxy StatementA17Bausch & Lomb A17Bausch & Lomb A17

Notes To Financial Statements
Dollar Amounts In Millions - Except Per Share Data

1. ACCOUNTING POLICIES

Principles Of Consolidation The financial statements include all majority-owned U.S. and non-U.S. subsidiaries. Intercompany
accounts, transactions and profits are eliminated. The fiscal year is the 52- or 53-week period ending the last Saturday in December. 

Segment Reporting In accordance with Statement of Financial Accounting Standards (SFAS) No. 131, Disclosures about Segments 
of an Enterprise and Related Information, the company reports its results consistent with the manner in which financial information is
viewed by management for decision-making purposes.

Prior to January 1, 2001, the company reported its operating results in three segments: vision care, pharmaceuticals and surgical. In
September 2000, the company announced a reorganization from this product line structure to a regionally based management structure
for commercial operations. The research and development and product supply functions were also realigned and are now managed on a
global basis. This change in structure was effective January 1, 2001. The company’s segments in the new structure are comprised of the
Americas region, the Europe, Middle East and Africa region (Europe), the Asia region, the Research and Development and Engineering
organization and the Global Supply Chain organization. Prior year amounts have been restated to conform with the 2001 presentation.

Use Of Estimates The financial statements have been prepared in conformity with generally accepted accounting principles and, 
as such, include amounts based on informed estimates and judgements of management with consideration given to materiality. For
example, estimates are used in determining valuation allowances for uncollectible trade receivables, obsolete inventory, deferred
income taxes and in valuing purchased intangible assets, including in-process research and development. Actual results could differ
from those estimates.

In the fourth quarter of 2000, the company changed the method by which it estimates pricing allowances for its U.S. generic 
pharmaceutical products. The company had established reserves for contractual pricing allowances to certain of its customers using
historical allowance patterns as submitted by the distributors who fulfill these contracts. The new methodology is based on more 
accurate and timely distributor inventory data. The company recorded $6.8 in the fourth quarter of 2000 for this change in accounting
method, inseparable from a change in accounting estimate.

Cash Equivalents Cash equivalents include time deposits and highly liquid investments with original maturities of three months or less.

Inventories Inventories are valued at the lower of cost or market using the first-in, first-out (FIFO) method.

Property, Plant And Equipment Property, plant and equipment, including improvements that significantly add to productive
capacity or extend useful life, are recorded at cost, while maintenance and repairs are expensed as incurred. Depreciation is calculated
for financial reporting purposes using the straight-line method based on the estimated useful lives of the assets as follows: buildings, 
30 to 40 years; machinery and equipment, two to ten years; and leasehold improvements, the shorter of the estimated useful life or the
lease periods. In accordance with SFAS No. 121, Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of,
the company assesses all long-lived assets, including property, plant and equipment, for impairment whenever events or changes in 
circumstances indicate that the carrying amount of an asset may not be recoverable.

Goodwill And Other Intangibles Goodwill and other intangibles are amortized on a straight-line basis over periods of up to 
40 years. In accordance with SFAS No. 121, the company assesses for impairment whenever events or changes in circumstances 
indicate that the carrying amount may not be recoverable. In completing this evaluation, the company compares its best estimate 
of undiscounted future cash flows, excluding interest costs, with the carrying value of the assets. If undiscounted cash flows do not
exceed the recorded value, impairment is recognized to reduce the carrying value based on the expected discounted cash flows of 
the business unit. Expected cash flows are discounted at a rate commensurate with the risk involved.

In July 2001, the Financial Accounting Standards Board (FASB) issued SFAS No. 141, Business Combinations, which is effective 
for all business combinations initiated after June 30, 2001 and for all business combinations accounted for by the purchase method for
which the date of acquisition is after June 30, 2001. Among other things, SFAS No. 141 requires that intangible assets be recognized
apart from goodwill if they meet specific criteria. Goodwill and certain intangible assets acquired in transactions completed after June
30, 2001 have not been amortized. The company adopted SFAS No. 141 in the third quarter of 2001 with no material effect on the
company’s financial position.
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Revenue Recognition Revenues are recognized based on the terms of sale with the customer, generally upon product shipment,
product delivery or customer acceptance. The company has established programs that, under specified conditions, enable customers 
to return product. The company establishes liabilities for estimated returns and allowances at the time revenues are recognized. In
addition, accruals for customer discounts and rebates are recorded when revenues are recognized. Revenues from the sale of equipment
under sales-type leases are recognized upon customer acceptance or at the inception of the lease. Revenues from equipment under
operating leases are recognized over the lease term. Service revenues are derived primarily from service contracts on equipment sold 
to customers and are recognized over the term of the contracts. Amounts billed to customers in sale transactions related to shipping
and handling are classified as revenue. In December 1999, the Securities and Exchange Commission (SEC) issued Staff Accounting
Bulletin (SAB) No. 101, Revenue Recognition in Financial Statements, which summarizes certain of the SEC’s views in applying generally
accepted accounting principles for revenue recognition in financial statements. The company’s revenue recognition policies complied
with the guidance contained in SAB No. 101 and, therefore, the company’s results of operations were not materially affected.

Advertising Expense External costs incurred in producing media advertising are expensed the first time the advertising takes place.
Promotional or advertising costs associated with customer support programs are expensed when the related revenues are recognized.
At December 29, 2001 and December 30, 2000, $2.4 and $4.1 of deferred advertising costs, representing primarily production and design
costs for advertising to be run in the subsequent fiscal year, were reported as other current assets. Advertising expenses for continuing
operations of $150.3, $179.4 and $181.2 were included in selling, administrative and general expenses for 2001, 2000 and 1999, respectively.

Comprehensive Income As it relates to the company, comprehensive income is defined as net income plus the sum of currency transla-
tion adjustments, unrealized gains/losses on derivative instruments, unrealized holding gains/losses on securities and minimum pension
liability adjustments (collectively “other comprehensive income”), and is presented in the Statements of Changes in Shareholders’ Equity.

Investments In Debt And Equity Securities In 2001 and 2000, one of the company’s investments was classified as available-
for-sale in accordance with SFAS No. 115, Accounting for Certain Investments in Debt and Equity Securities, and accordingly, any unrealized
holding gains, net of taxes, were excluded from income and included as a component of other comprehensive income until realized.
Fair value of the investment was determined based on market prices.

Foreign Currency For most subsidiaries outside the U.S., the local currency is the functional currency, and translation adjustments
are accumulated as a component of other comprehensive income. The accumulated balances of currency translation adjustments, net
of taxes, were $(39.7), $(26.6) and $9.0 at the end of 2001, 2000 and 1999, respectively.

For subsidiaries that operate in U.S. dollars and one subsidiary whose economic environment is highly inflationary, the U.S. dollar
is the functional currency, and gains and losses that result from remeasurement are included in income. The risk related to this latter
subsidiary is not considered material to the company’s consolidated financial statements. The effects from foreign currency translation
were a gain of $1.1 in 2001 and losses of $1.7 and $3.8 in 2000 and 1999, respectively.

The company hedges certain foreign currency transactions, firm commitments and net assets of certain non-U.S. subsidiaries by
entering into forward exchange contracts. Gains and losses associated with currency rate changes on forward contracts hedging foreign
currency transactions are recorded in income. The effects of foreign currency transactions, including related hedging activities, were
gains of $7.1, $13.1 and $10.8 in 2001, 2000 and 1999, respectively.

Derivative Financial Instruments And Hedging Activity Effective January 1, 2001, the company adopted SFAS No. 133,
Accounting for Derivative Instruments and Hedging Activities (SFAS No. 133), as amended by SFAS No. 138, Accounting for Certain
Derivative Instruments and Certain Hedging Activities, an Amendment of SFAS No. 133, collectively referred to as SFAS No. 133. SFAS 
No. 133 requires that all derivative instruments be recorded on the balance sheet at their respective fair values. Changes in the fair
value of derivatives are recorded each period in current income or other comprehensive income, depending on their designation as 
a hedge of a particular exposure. 

The company enters into financial derivative instruments only for the purpose of minimizing risk and thereby protecting income.
Derivative instruments utilized as part of the company’s risk management strategy may include interest rate swaps and caps and for-
eign currency forward exchange contracts and options. All derivatives are recognized on the balance sheet at fair value. The company
does not employ leveraged derivative instruments, nor does it enter into derivative instruments for trading or speculative purposes.
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Upon entering into a derivative contract, the company designates the derivative as a fair value hedge, cash flow hedge, foreign 
currency hedge or hedge of a net investment in a foreign operation. At inception, the company formally documents the relationship
between the hedging instrument and underlying hedged item, as well as risk management objective and strategy. Specifically, this 
procedure will link the hedging instrument to recognized assets or liabilities on the balance sheet or to explicit firm commitments or
forecasted transactions. In addition, the company assesses, both at inception and on an ongoing basis, whether the derivative used in 
a hedging transaction is highly effective in offsetting changes in the fair value or cash flow of the respective hedged item. When it is
determined that a derivative is no longer highly effective as a hedge, the company will discontinue hedge accounting prospectively.

In using derivative instruments, the company is exposed to credit risk. The company’s derivative instrument counterparties are
high quality investment or commercial banks with significant experience with such instruments. The company manages exposure to
counterparty risk by requiring specific minimum credit standards and diversification of counterparties.

The company will generally enter into interest rate swap agreements to limit its exposure to interest rate movements within the
parameters of its interest rate hedging policy. This allows for interest rate exposures from floating-rate assets to be offset by a substantially
similar amount of floating rate liabilities. When appropriate, interest rate derivatives may be used to readjust this natural hedge position.

Fair value hedges may be employed by the company to hedge changes in the fair value of recognized financial assets or liabilities
or unrecognized firm commitments. This is usually accomplished by entering into interest rate swaps converting fixed-rate long-term
investments or debt to a floating rate. Changes in the fair value of the derivative instrument and the hedged item attributable to the
hedged risk are recognized in income, and will generally offset each other. The company structures fair value hedges so as to qualify
for the shortcut method of hedge effectiveness analysis, thereby assuming no ineffectiveness in the hedge relationship. Specifically,
the company ensures that the critical terms of the interest rate swap and the hedged item are identical, the swap value is zero at incep-
tion, settlement calculations are consistent throughout the term of the swap and no floors or caps exist on the swap variable rate. In the
event it is determined that the hedging relationship no longer qualifies as an effective fair value hedge, the derivative will continue to
be carried on the balance sheet at its fair value, with changes in fair value recorded in income. Upon termination of a derivative in an
effective fair value hedge, any associated gain or loss will be an adjustment to income over the remaining life of the hedged item, if any.

The company may implement cash flow hedges to protect itself from variability in cash flows associated with recognized variable-
rate assets or liabilities or forecasted transactions. This may be accomplished by entering into interest rate swaps converting the hedged
item from a floating rate to a fixed rate. Changes in the fair value of the hedging derivative are initially recorded in other comprehensive
income, then recognized in income in the same period(s) in which the hedged transaction affects income. The company attempts to
structure cash flow hedges so as to qualify for the shortcut method of hedge effectiveness analysis, thereby assuming no ineffectiveness
in the hedge relationship. Specifically, the company ensures that the critical terms of the interest rate swap and the hedged item are
identical, the swap value is zero at inception, settlement calculations are consistent throughout the term of the swap, no floors or caps
exist on the swap variable rate, and variable rate repricing dates and indexes are comparable. In the event it is determined that the 
hedging relationship no longer qualifies as an effective cash flow hedge, the derivative will continue to be carried on the balance sheet 
at its fair value, with changes in fair value recorded in income. If hedge accounting is discontinued because it is probable a forecasted
transaction will not occur, the derivative will continue to be carried on the balance sheet at its fair value, with changes in fair value
recorded in income, and any amounts previously recorded in other comprehensive income will immediately be recorded in income.

The company uses principally foreign currency forward contracts to hedge foreign exchange exposures. The portfolio of contracts
is adjusted at least monthly to reflect changes in exposure positions as they become known. When possible and practical, the company
matches the maturity of the hedging instrument to that of the underlying exposure. Net settlements are generally made at contract
maturity based on rates agreed to at contract inception.

The company will enter into foreign currency derivatives to protect itself from variability in cash flows associated with recognized
foreign currency denominated assets or liabilities or forecasted transactions. Changes in the fair value of the hedging derivative are 
initially recorded in other comprehensive income, then recognized in income in the same period(s) in which the hedged transaction
affects income.

The company has numerous investments in foreign subsidiaries, and the net assets of these subsidiaries are exposed to currency
exchange rate volatility. To hedge this exposure the company utilizes foreign currency forward exchange contracts, generally with 
maturities of approximately three months. Net investment hedges are implemented for material subsidiaries on a selective basis. The
effective portion of the change in fair value of the hedging instrument is reported in the same manner as the translation adjustment for 
the hedged subsidiary; that is, reported in the cumulative translation adjustment section of other comprehensive income. The fair value 
of the derivative attributable to changes in the difference between the forward rate and spot rate is excluded from the measure of hedge
effectiveness and that difference is reported directly in income. Quarterly, the company evaluates its hedges of net investments in 
foreign subsidiaries for effectiveness and adjusts the value of hedge instruments or redesignates the hedging relationship accordingly.
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The company enters into foreign currency forward exchange contracts, with terms normally lasting less than six months, to hedge
against foreign currency transaction gains and losses on foreign currency denominated assets and liabilities based on changes in foreign
currency spot rates. Although allowable, a hedging relationship for this risk has not been designated, as designation will not achieve
different financial reporting results. Foreign currency forward exchange contracts within this category are carried on the balance sheet
at fair value, with changes in fair value recorded in income.

New Accounting Guidance During May 2000, the Emerging Issues Task Force (EITF) issued EITF Issue No. 00-14, Accounting
for Certain Sales Incentives. EITF No. 00-14 addresses the income statement classification of various sales incentives. In April 2001, 
the transition date was revised and the consensus will be effective for the first quarter of 2002. Upon adoption, amounts included in
previously issued financial statements will be reclassified to conform to the new presentation. The company has determined that the
adoption of EITF Issue No. 00-14 will not have a material effect on its financial position or its results of operations.

During April 2001, the EITF issued Issue No. 00-25, Vendor Income Statement Characterization of Consideration Paid to a Reseller of the
Vendor’s Products with an effective date for the first quarter of 2002. The issue addresses the accounting treatment and income statement
classification for certain sales incentives, including cooperative advertising arrangements, buydowns, and slotting fees. The consensus
requires that these incentives be reclassified from selling, general and administrative expense to a reduction in revenue. Upon adoption,
amounts included in previously issued financial statements will be reclassified to conform to the new presentation. The company has
determined that the adoption of EITF Issue No. 00-25 will not have a material effect on its financial position or its results of operations.

In July 2001, the FASB issued SFAS No. 142, Goodwill and Intangible Assets. SFAS No. 142 provides guidance on how to account for
goodwill and intangible assets after the acquisition is complete. The most substantive change represented by this statement is that
goodwill will no longer be amortized; instead, it will be tested for impairment at least annually or more frequently if events or changes
in circumstances indicate that the asset might be impaired. The statement applies to existing goodwill and intangible assets, beginning
with the company’s fiscal year beginning December 30, 2001. Goodwill and certain intangible assets acquired in transactions completed
after June 30, 2001 will not be amortized. The company will adopt SFAS No. 142 in the fiscal year beginning December 30, 2001 and
estimates approximately $19 net of tax in reduction of amortization expense, or $0.35 per diluted share.

In June 2001, the FASB issued SFAS No. 143, Accounting for Asset Retirement Obligations. SFAS No. 143 addresses financial account-
ing and reporting for obligations associated with the retirement of tangible long-lived assets and the associated asset retirement costs.
This statement requires that the fair value of a liability for an asset retirement obligation be recognized in the period in which it is
incurred if a reasonable estimate of fair value can be made. It applies to legal obligations associated with the retirement of long-lived
assets that result from the acquisition, construction, development and (or) the normal operation of a long-lived asset, except for certain
obligations of lessees. This statement is effective for financial statements issued for fiscal years beginning after June 15, 2002. The
company will adopt SFAS No. 143 in the fiscal year beginning December 29, 2002 and is still evaluating the effect on the company’s
financial position.

In October 2001, the FASB issued SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets. This statement
supercedes SFAS No. 121, Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of. SFAS No. 144
addresses the accounting model for long-lived assets to be disposed of by sale and resulting implementation issues. This statement
requires that those long-lived assets be measured at the lower of carrying amount or fair value less cost to sell, whether reported in 
continuing operations or in discontinued operations. Therefore, discontinued operations will no longer be measured at net realizable
value or include amounts for operating losses that have not yet occurred. It also broadens the reporting of discontinued operations to
include all components of an entity with operations that can be distinguished from the rest of the entity and that will be eliminated
from the ongoing operations of the entity in a disposal transaction. This statement is effective for financial statements issued for fiscal
years beginning after December 15, 2001. The company will adopt SFAS No. 144 in the fiscal year beginning December 30, 2001 and
has determined that adoption will not have a material effect on its financial position.

Reclassifications Certain amounts in the Balance Sheets have been reclassified to maintain comparability among the periods presented.
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2. ACQUISITIONS

The following table presents information about acquisitions by the company during the year ended December 29, 2001, as well as 
the goodwill and other intangible asset balances at December 30, 2000 and December 29, 2001. The acquisitions were accounted for
under the purchase method with a portion of the purchase price allocated to goodwill and other intangible assets and, in some cases,
purchased in-process research and development (IPR&D).

Other
Goodwill Intangibles Total

Balances at December 30, 20001 $ 531.8 $ 455.0 $  986.8
Activity during 2001

Groupe Chauvin2 14.1 .– 14.1
Woehlk3 3.1 .– 3.1
Pharmos4 .– 25.5 25.5
Fidia Oftal5 12.0 3.0 15.0
Biocumed6 2.2 5.3 7.5
Other 2001 activity7 (5.9) 4.3 (1.6)

Balance at December 29, 2001 $ 557.3 $ 493.1 $ 1,050.4
Accumulated Amortization8 (208.2)

Goodwill and Other Intangibles, net at December 29, 2001 $ 842.2

1 Goodwill includes the following amounts: Dr. Mann Pharma, acquired in 1986, $82.5 with an original life of 30 years; Award, plc, acquired in 1996, $36.3 with an original life of 15 years; Storz,
acquired in 1998, $107.7 with an original life of 40 years; Chiron Vision, acquired in 1998, $104.0 with an original life of 20 years; Groupe Chauvin, acquired in August 2000, $91.8 with an original
life of 25 years; Woehlk, acquired in October 2000, $13.6 with an original life of 20 years. Other intangibles include the following amounts and are being amortized as indicated: Storz tradename
of $37.3 (17 years), workforce of $12.9 (17 years), customer relationships of $80.8 (40 years), technology/patents of $28.0 (10 years) and regulatory approvals of $13.1 (20 years);  Chiron Vision
tradename of $26.4 (20 years), customer relationships of $41.1 (20 years), workforce of $10.7 (14 years), and technology/patents of $18.1 (8 years); Groupe Chauvin tradename of $22.6 (30 years),
physician information and customer database of $17.1 (30 years), developed technology and distribution agreements/relationships of $78.1 (20 years), and workforce of $5.4 (15 years);
DexaRhino anti-allergy product (acquired in 2000) of $8.9 (15 years); BTG vision care product (acquired in 2000) of $11.3 (9 years).

2 Additional goodwill recorded for additional acquisition costs and exit related activities.
3 Additional goodwill recorded for exit related activities.
4 Pharmos ophthalmic pharmaceutical rights acquired in October 2001 for $25.5 and are being amortized over 12 years.
5 Fidia Oftal, an Italian ophthalmic pharmaceuticals business, acquired in November 2001 for $15.1. Intangible assets include licenses to patents and trademarks and are being amortized over 

3 to 11 years.
6 Biocumed, a developer and marketer of ophthalmic products, acquired in February 2001 for $6.7. Goodwill is being amortized over 10 years. Intangible assets are being amortized over original

lives as follows: customer database of $1.7, 7 years and trademarks of $3.6, 10 years.
7 Other 2001 activity includes a non-exclusive right to a 12 year patent for $5.0, customer relationships for $4.2, intangible pension assets of $3.2, with a partial offset by the impact of currency.
8 Accumulated amortization at December 30, 2000 was $160.9.

Groupe Chauvin Acquisition
On August 8, 2000, Bausch & Lomb completed the acquisition of Groupe Chauvin, a European-based ophthalmic pharmaceuticals
company headquartered in Montpellier, France, and several related companies with operations in France, Germany, the U.K.,
Switzerland, the Benelux countries, and Portugal, for a total of approximately $218.0, net of cash acquired. Bausch & Lomb financed
the acquisition through the use of cash reserves generated offshore.

The acquisition was accounted for as a purchase, whereby the purchase price, including acquisition costs, was allocated to identified
assets, including tangible and intangible assets, purchased IPR&D and liabilities based upon their respective fair values. The excess of
the purchase price over the value of identified assets and liabilities has been recorded as goodwill and is being amortized on a straight-line
basis over twenty-five years.

The useful lives of identifiable intangibles and goodwill were determined based upon an evaluation of pertinent factors, including
consideration of legal, regulatory and contractual provisions which could limit the maximum useful life and management’s judgement
and in some instances, the reports of independent appraisers.

After the evaluation of the factors identified previously, it was determined that the associated goodwill related explicitly to the
earnings potential of the business and that the future periods to benefit from these earnings were closely associated with the acquired
physician information and customer databases and tradenames.

As required under generally accepted accounting principles, IPR&D of $23.8 identified in the acquisition was expensed immediately,
resulting in a non-cash charge to earnings, since the underlying R&D projects had not reached technological feasibility and the assets
to be used in such projects had no alternative future use.

There were eight product development projects included in the $23.8 pre-tax charge to IPR&D. The projects were unique from
other pre-existing core technology and pertained primarily to the development of new or redesigned ophthalmic pharmaceutical drug
products and products that support eye surgery procedures. The company engaged an outside appraiser who estimated the fair value 
of the purchased IPR&D using an income approach. Such methodology involved estimating the fair value of the purchased IPR&D
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using the present value of the estimated after-tax cash flows expected to be generated as a result of these projects using risk-adjusted
discount rates and revenues forecasts as appropriate. The selection of a 15% discount rate for all products was based on consideration
of the company’s weighted average cost of capital. A probability factor was then applied to the cash flow based on anticipated profitability
levels of each project and the uncertainty surrounding successful development of each project. The amount expensed was also impacted
by the percentage of completion for each project. The company expects to fund all R&D efforts, including acquired IPR&D, from cash
flow from operations. There have been no significant changes to the projects or the assumptions and estimates associated with IPR&D.

Management is primarily responsible for estimating the fair value of assets and liabilities obtained through acquisitions and has
conducted due diligence in determining fair values. Management made estimates and assumptions at the time of the acquisition that
affect the reported amounts of assets, liabilities and expenses, including IPR&D, resulting from such an acquisition. Actual results
could differ from those amounts. During 2001, the accrual for acquisition related activities was increased by $11.2 as described in the
Accrual for Exit Activities section below. As of December 29, 2001, there were no other material changes to estimated fair values of
assets and liabilities.

Accrual for Exit Activities As part of the integration of Groupe Chauvin, management developed a formal plan that included the 
shutdown of duplicate facilities in Europe and the consolidation of certain functional areas. The exit activities were committed to by
management and formally communicated to the affected employees during the fourth quarter of 2000. The acquisition accrual at
December 30, 2000 related to the cost of terminating employees in R&D, selling and administration. The other costs represented 
leasehold and vehicle termination payments. Additional accruals representing closures and consolidations of functions and locations to
be completed by December of 2002 were recorded in 2001 resulting in an adjustment to goodwill. These exit activities were communi-
cated to the affected employees in 2001. As of December 29, 2001, 126 employees had been terminated. Approximately 140 employees
remain to be terminated during 2002. The major components of the accrual were as follows:

Costs of Exit Activities

Employee
Severance Other Total

Acquisition accrual $ 2.6 $ 0.4 $ 3.0
Less cash payments made in 2000 (0.3) .– (0.3)
Balances at December 30, 2000 2.3 0.4 2.7

Additional accruals 11.1 0.1 11.2
Less cash payments made in 2001 (8.5) (0.4) (8.9)
Balances at December 29, 2001 $ 4.9 $ 0.1 $ 5.0

Pharmos Product Rights Acquired 
During the fourth quarter of 2001, the company announced the acquisition of all rights to the loteprednol etabonate ophthalmic 
pharmaceutical products of Pharmos Corporation. The company has paid an initial amount of approximately $25.5 for rights to two
prescription anti-inflammatory ophthalmic drops, Lotemax and Alrex, manufactured and marketed by the company under a previous
marketing agreement. The company expects to pay additional amounts, up to approximately $24.0, depending on market introduction
and success of a new product currently in the clinical trial stage.

3. DISCONTINUED OPERATIONS

On June 26, 1999, the company completed the sale of its eyewear segment to Luxottica Group S.p.A. (Luxottica) for $636.0 in cash. 
The company recorded an after-tax gain on the disposal of discontinued operations of $126.3 or $2.16 per diluted share, which included
the costs associated with exiting the business, such as severance pay and additional pension costs.

The results of the eyewear segment have been reported as discontinued operations in the accompanying Statements of Income.
Revenues of this business were $252.7 in 1999 (six months to June 26, 1999). At the time of the sale, certain non-U.S. sunglass 
businesses were subject to deferred closings due to local regulatory and legal considerations, all of which were completed as of
December 2000.
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During 2000, Luxottica proposed certain purchase price adjustments in connection with their purchase. On January 22, 2002, 
the company reached an agreement with Luxottica relative to these proposed adjustments. The net result of the resolution was an
after-tax charge to discontinued operations of $21.1 million ($0.39 per diluted share) which has been reported as a sale price adjustment
related to disposal of discontinued operations in the accompanying Statements of Income. The net cash impact of this settlement 
was a $23.0 million payment to Luxottica in January, 2002.

On August 30, 1999 the company completed the sale of its Miracle-Ear hearing aid business to Amplifon S.p.A., a privately-held
company in Italy. The company recorded an after-tax gain of $11.1 or $0.19 per diluted share, including costs associated with exiting
the business. Also during the third quarter of 1999, the company completed the sale of Charles River Laboratories to DLJ Merchant
Banking Partners II, L.P., for approximately $400.0 in cash and $43.0 in promissory notes that were repaid in fiscal year 2000. The 
company retained a minority equity interest in the Charles River Laboratories business. The company recorded an after-tax gain of
$170.7 or $2.91 per diluted share, including costs associated with exiting the business. Miracle-Ear and Charles River Laboratories
were part of the company’s healthcare segment. The results of the healthcare segment have been reported as discontinued operations
in the accompanying Statements of Income. Revenues for this segment were $241.0 for 1999 (eight months to August 30, 1999).

Income from discontinued operations as reported on the company’s Statements of Income was net of income taxes of $20.6 
for the fiscal year ended 1999. The Statements of Cash Flows for the year ended December 25, 1999 have not been restated to reflect 
the divestitures of these businesses.

4. EARNINGS PER SHARE

Basic earnings per share is computed based on the weighted average number of Common and Class B shares outstanding during a period.
Diluted earnings per share reflect the assumed conversion of dilutive stock options and forward purchase agreements. In computing
the per share effect of assumed conversion, funds which would have been received from the exercise of options were considered to
have been used to repurchase common shares at average market prices for the period, and the resulting net additional common shares
are included in the calculation of average common shares outstanding.

The following table summarizes the amounts used to calculate basic and diluted earnings per share:

(Dollar Amounts In Millions, Share Data In Thousands) 2001 2000 1999

Income from continuing operations $ 42.0 $ 82.0 $ 102.7
Income from discontinued operations, net – .– 34.0
Gain on disposals of discontinued operations, net – .– 308.1
Sale price adjustment related to disposal of discontinued operations, net (21.1) .– .–
Gain on extinguishment of debt, net – 1.4 .–
Change in accounting principle, net 0.3 .– .–

Net Income $ 21.2 $ 83.4 $ 444.8

Common shares – basic 53,578 54,162 57,287
Effect of dilutive securities 137 562 1,352
Common shares – diluted 53,715 54,724 58,639

Options which were anti-dilutive and excluded
from the calculation of diluted earnings per share 2,946 2,384 1,149
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5. RESTRUCTURING CHARGES AND ASSET WRITE-OFFS

2001 Program
In December 2001, the company’s Board of Directors approved a comprehensive restructuring plan designed to reduce ongoing oper-
ating costs by eliminating approximately 700 jobs on a global basis. As of December 29, 2001, management had identified actions and
notified the appropriate personnel included in Phase I of the restructuring program. As a result, a pre-tax amount of $8.3 was recorded
during the fourth quarter of 2001 for Phase I of the restructuring actions and for asset write-offs. Management anticipates recording
approximately $19.5 of additional reserves for Phase II during the first quarter of 2002.

The following table summarizes the activity for Phase I of the 2001 program:

Severance and all Asset 
other expenses write-offs Total

Net charge during 2001 $ 4.4 $ 3.9 $ 8.3
Asset write-offs during 2001 .– (3.9) (3.9)
Cash payments during 2001 (0.2) .– (0.2)

Remaining reserve at December 29, 2001 $ 4.2 $ .– $ 4.2

The restructuring actions will result in the termination of approximately 250 employees in Phase I. As of December 29, 2001, 
ten employees had been terminated under this restructuring plan with $0.2 of related costs being charged against the liability.

In addition to employee terminations, the above actions resulted in $3.9 of asset write-offs for machinery and equipment ($1.5),
goodwill related to the contact lens manufacturing plant in Madrid, Spain ($0.8) and an equity investment in a manufacturer of
patented MicroBarrier technologies, intended to benefit the company’s lens care and over-the-counter pharmaceutical product lines
($1.6). The disposition and/or decommissioning of these assets occurred in the fourth quarter of 2001 and no additional asset write-offs
are anticipated in Phase II.

The company is reviewing a series of possible additional actions to further reduce costs and improve executional effectiveness.

2000 Program
In December 2000, the company’s Board of Directors approved a comprehensive restructuring plan that would facilitate the company’s
realignment as an integrated operating company with centralized management of R&D and supply chain operations and with commer-
cial operations managed on a regional basis. The restructuring plan was implemented in two phases due to the anticipated timing of
communication to employees and overall implementation schedule. As a result, a pre-tax amount of $42.7 was recorded during the
fourth quarter of 2000 for Phase I of the restructuring action and for asset write-offs. During the first quarter of 2001 a pre-tax amount
of $16.9 was recorded for Phase II of the restructuring action and additional asset write-offs.

The restructuring program anticipated the termination of approximately 800 employees. At the conclusion of the program, 705
employees had been terminated under this restructuring plan with $28.7 of related costs being charged against the liability. All actions
related to this restructuring plan were completed as of December 29, 2001.

In addition to employee terminations, the above actions resulted in $20.4 of asset write-offs for machinery and equipment ($11.1),
facilities ($6.9) and abandoned software ($2.4). The disposition and/or decommissioning of these assets occurred in the fourth quarter of
2000. During 2001, the company wrote off its $6.5 investment in a business-to-business e-commerce venture for the vision care industry.

During the fourth quarter of 2001, the company reversed $4.0 of severance and other costs that were not required. The reversal was
primarily the result of costs related to employee severance being lower than originally anticipated, in addition to employee resignations.

The following table summarizes the activity for the 2000 program:

Severance and all Asset 
other expenses write-offs Total

Net charge during 2000 $ 22.3 $ 20.4 $ 42.7
Asset write-offs during 2000 .– (20.4) (20.4)
Cash payments during 2000 (0.7) .– (0.7)

Remaining reserve at December 30, 2000 21.6 .– 21.6

Net charge during 2001 10.4 6.5 16.9
Asset write-offs during 2001 .– (6.5) (6.5)
Cash payments during 2001 (28.0) .– (28.0)
Reversal of remaining reserve (4.0) .– (4.0)

Remaining reserve at December 29, 2001 $ .– $ .– $ .–
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1999 Program
By the end of 2000, the company had completed all actions related to a restructuring program announced in December 1999. The
company’s Board of Directors approved a comprehensive program to exit certain contact lens manufacturing platforms and to further
reduce the administrative cost structure throughout the company. As a result, the company recorded a pre-tax charge of $56.7 in 1999.

The 1999 restructuring program anticipated the termination of approximately 1,000 employees. Terminations in the vision care
segment included 926 employees. The other/administrative actions included the termination of approximately 80 staff in both admin-
istrative and sales roles. As of December 30, 2000, 864 vision care employees and 38 other/administrative employees were involuntarily
terminated under this restructuring plan with $21.8 of related costs being charged against the liability.

During the second half of 2000, the company reduced the 1999 reserve by a net amount of $9.0. The company reversed approximately
$10.4 of severance related costs that were not required. The reversal was primarily the result of favorable experience in employee separations,
other projects being completed at a cost lower than originally estimated and expansion of manufacturing operations in a vision care plant 
to meet unplanned market demand for new products. In addition, certain anticipated actions were not taken because after further market
analysis, the company determined that it was not feasible to implement the planned business reorganization. The company also increased
the reserve in the third quarter of 2000 by $1.4 for severance expenses associated with additional actions in the contact lens business
announced in August. These actions were the result of greater efficiencies related to the operational restructuring completed in the U.S.
earlier than was originally expected. The job classifications and location of employees impacted was identical to those that were identified
at the time the initial reserve was established.

6. BUSINESS SEGMENT AND GEOGRAPHIC INFORMATION

In 2000, the company announced a reorganization from a product line structure to a regionally based management structure for 
commercial operations. The research and development and product supply functions were also realigned and are managed on a 
global basis. The change in the structure was effective January 1, 2001. The company’s segments are comprised of the Americas
region, the Europe, Middle East and Africa region (Europe), the Asia region, the Research, Development and Engineering 
organization and the Global Supply Chain organization.

Operating income is the primary measure of segment income. No items below operating income are allocated to segments.
Restructuring charges and charges related to certain significant events, although related to specific segments, are also excluded from
management basis results. The accounting policies used to generate segment results are the same as the company’s overall accounting
policies. Inter-segment sales were $515.6, $473.6 and $441.1 for the years ended December 29, 2001, December 31, 2000 and
December 25, 1999, respectively. All inter-segment sales have been eliminated upon consolidation.

In each geographic segment the company markets products in five product categories: lens care, contact lens, pharmaceutical, cataract
and refractive. The lens care category includes multi-purpose solutions, enzyme cleaners and saline solutions. The contact lens category
includes daily disposable, continuous wear, planned replacement disposable and rigid gas permeable contact lenses. The pharmaceutical
category includes prescription ophthalmic drugs,  over-the-counter medications as well as vision accessories. The cataract and refractive
categories include products and equipment used for cataract, refractive and other ophthalmic surgery. There are no transfers of products
between product categories. The following table presents sales by product category for the years 2001, 2000 and 1999:

Net Sales

2001 2000 1999

Product Category
Lens Care $ 437.9 $ 511.9 $ 542.7
Contact Lens 481.3 501.8 480.7
Pharmaceutical 350.0 282.5 304.6
Cataract 304.5 309.2 313.2
Refractive 138.2 167.0 123.1

$1,711.9 $ 1,772.4 $ 1,764.3

Segment assets for the three geographic regions represent operating assets of the U.S. and non-U.S. commercial entities mainly 
comprised of net trade receivables, net inventories, net property, plant and equipment, net goodwill and intangibles and other current 
and long-term assets. In the Research, Development & Engineering segment, assets are comprised of net property, plant and equipment
and other current and long-term assets. Assets in the Global Supply Chain segment include net inventories, net property, plant and equip-
ment, net goodwill and intangibles, other investments and other current and long-term assets. Corporate administration assets are mainly
cash and cash equivalents, deferred income taxes, net property, plant and equipment and other current and long-term assets not allocated 
to other segments.
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Business Segment The following table presents sales and other financial information by business segment for the years 2001, 2000
and 1999.

Depreciation and Capital
Net Sales Operating Income Amortization Expenditures Assets

2001
Americas $ 805.0 $ 188.8 $ 44.0 $ 11.3 $ 710.1
Europe 583.8 112.2 31.6 17.1 644.2
Asia 323.1 81.5 6.9 5.9 161.7
Research, Development & Engineering .– (143.8) 6.8 7.8 36.5
Global Supply Chain .– (77.0) 58.7 50.3 445.6

1,711.9 161.7 148.0 92.4 1,998.1
Corporate administration .– (43.9) 7.1 4.0 995.4
Restructuring reserve adjustments and asset write-offs .– (21.2) .– .– .–
Other significant charges 1 .– (9.9) .– .– .–

$ 1,711.9 $ 86.7 $ 155.1 $ 96.4 $ 2,993.5
2000
Americas $ 926.0 $ 289.8 $ 33.8 $ 15.8 $ 726.8
Europe 474.9 75.9 25.2 10.7 689.0
Asia 371.5 109.4 7.2 6.3 188.2
Research, Development & Engineering .– (136.4) 6.8 6.2 38.6
Global Supply Chain .– (60.9) 58.5 42.3 413.5

1,772.4 277.8 131.5 81.3 2,056.1
Corporate administration .– (52.0) 16.2 13.7 1,183.2
Purchase accounting adjustments 2 .– (26.8) .– .– .–
Restructuring reserve adjustments and asset write-offs .– (33.7) .– .– .–
Other significant charges 1 .– (23.4) .– .– .–

$ 1,772.4 $ 141.9 $ 147.7 $ 95.0 $ 3,239.3
1999
Americas $ 981.0 $ 365.3 $ 29.5 $ 12.9 $ 759.0
Europe 452.5 101.6 18.5 21.6 401.0
Asia 330.8 82.3 4.9 4.1 209.1
Research, Development & Engineering .– (116.2) 6.0 8.6 37.0
Global Supply Chain .– (109.1) 63.8 46.7 475.9

1,764.3 323.9 122.7 93.9 1,882.0
Corporate administration .– (56.2) 6.5 43.4 1,527.2
Restructuring reserve adjustments and asset write-offs .– (53.5) .– .– .–
Discontinued assets 3 .– .– 27.0 18.6 .–
Net assets held for disposal 3 .– .– .– .– 29.3

$ 1,764.3 $ 214.2 $ 156.2 $ 155.9 $ 3,438.5

1 Other significant charges in 2001 consisted of $7.1 related to hiring costs for the company’s new chief executive officer and $2.8 of severance costs for the company’s former chief executive
officer. In 2000, $3.7 related to the failed acquisition attempt of Wesley Jessen VisionCare, Inc. and $19.7 related to the settlement of litigation.

2 Purchase accounting adjustments consisted of a charge of $23.8 for purchased IPR&D and a purchase accounting inventory adjustment of $3.0.
3 Discontinued assets and net assets held for disposal are related to the sale of the eyewear and healthcare segments. They consisted primarily of inventory, receivables, property, plant and

equipment, accrued liabilities and payables.
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Geographic Region The following table presents sales and long-lived assets by geography for the years 2001, 2000 and 1999. Sales
to unaffiliated customers represent net sales originating in entities physically located in the identified geographic area. Sales in
Germany were $177.9 in 2001. Sales in Japan were $217.7 and $185.1 in 2000 and 1999, respectively. No other country, or single cus-
tomer, generates over 10% of total product net sales. Long-lived assets include property, plant and equipment, goodwill and
intangibles, other investments and other assets. In 1999, long-lived assets excluded net assets held for disposal. Of the total non-U.S.
long-lived assets for 2001, $196.5, $190.5 and $68.0 of these assets, comprised primarily of goodwill and other intangibles, are located in
the countries of Germany, France and the United Kingdom, respectively. $69.6 of the total non-U.S. long-lived assets for 2001, com-
prised primarily of net property, plant and equipment, is located in Ireland. Of the total non-U.S. long-lived assets for 2000, $197.8 and
$191.7 of these assets, comprised primarily of goodwill and other intangibles, are located in the countries of France and Germany,
respectively.

U.S. Non-U.S. Consolidated

2001
Sales to unaffiliated customers $ 723.5 $ 988.4 $ 1,711.9
Long-lived assets 839.1 639.8 1,478.9

2000
Sales to unaffiliated customers $ 874.0 $ 898.4 $ 1,772.4
Long-lived assets 818.2 622.0 1,440.2

1999
Sales to unaffiliated customers $ 934.3 $ 830.0 $ 1,764.3
Long-lived assets 951.8 506.8 1,458.6

7. SUPPLEMENTAL BALANCE SHEET INFORMATION

December 29, 2001 December 30, 2000

Inventories, net
Raw materials and supplies $ 60.4 $ 57.5
Work in process 25.4 28.0
Finished products 167.6 162.2

$ 253.4 $ 247.7

December 29, 2001 December 30, 2000

Property, Plant And Equipment
Land $ 14.7 $ 13.8
Buildings 1 295.3 224.4
Machinery and equipment 815.1 795.8
Leasehold improvements 25.3 30.1

1,150.4 1,064.1
Less accumulated depreciation (607.1) (569.3)

$ 543.3 $ 494.8

1 $63.2 relates to the consolidation of the world headquarters building in the fourth quarter of 2001.

8. OTHER SHORT- AND LONG-TERM INVESTMENTS

Netherlands Guilder Investment The company had invested 219 million Netherlands guilders (NLG), approximating $136.0 at
the time of the investment, in securities issued by a subsidiary of a triple-A rated financial institution. The issuer’s investments were
restricted to high quality, short-term investments (less than 90 days) and government obligations, and as such, the net asset value was
not expected to be materially different than fair value. The issuer reinvested all of its income. At December 30, 2000, the average euro
rate of return was 4.73%. During 2000, a cross-currency swap transaction that effectively hedged the currency risk and converted the
NLG income to a U.S. dollar rate of return matured and was not renewed in anticipation of the company exercising its option to put
part of its equity position back to the issuer in the first quarter of 2001.
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The company, through two non-U.S. legal entities, owned approximately 22% of the subsidiary of the financial institution; the
financial institution owned the remainder. The company had the right to put its equity position at net asset value to the financial insti-
tution at the end of each quarter until January 2003. Since the securities were not readily marketable, this represented the company’s
ability to exit from the investment. The company notified the financial institution in the fourth quarter of 2000 that it would exercise
its right to put a significant portion of its equity position. The company completed this liquidation of the investment by the end of the
first quarter of 2001. Accordingly, $99.6 was reclassified to other investments, short-term on the balance sheet for 2000. Proceeds from
the redemption were invested in short-term money market instruments.

U.S. Dollar Investment The company had previously invested $425.0 in equity securities issued by a subsidiary of a double-A
rated financial institution. The securities paid quarterly cumulative dividends at a variable LIBOR-based rate. At December 25, 1999,
this rate was 4.96%. The issuer and the company agreed to redeem these securities at par over a 12-month period commencing January 5,
1999. During 1999, $300.0 of this investment, which was classified as short-term, was redeemed. At December 25, 1999, the remaining
$125.0 of the investment was classified as short-term and subsequently, on January 5, 2000, the remaining portion was redeemed. The
company used the redemption proceeds to finance operational requirements outside the U.S. and invest in short-term money market
instruments.

Other Investments Upon the sale of the company’s biomedical business in September 1999, the company received a subordinated
discount note due September 2010, with an original issue price of $43.0. The interest on this note, which varied from a rate of 12.0% 
to 15.0%, accreted daily to a value at maturity of $175.3. The note was subordinate to the senior indebtedness of the issuer. This note
could be redeemed at any time prior to maturity at the discretion of the issuer at the accreted value on the date redeemed. This note
was redeemed during 2000 at a value of $46.9. The company also maintained a 12.5% equity interest in the divested business, valued
at $19.9 at the end of 1999, and accounted for under the cost method. During 2000, the divested business, Charles River Laboratories,
Inc., issued common stock in an initial public offering, which reduced the company’s equity interest to less than 7.0%. As of December
30, 2000 the investment had a fair market value of $67.8 and was classified as available-for-sale in accordance with SFAS No. 115,
Accounting for Certain Investments in Debt and Equity Securities. A resulting unrealized holding gain, net of taxes of $30.4 was recorded in
comprehensive income. During 2001, approximately 1,300,000 shares or 51.0% of the company’s original equity interest were sold,
resulting in realized gains of $12.6, net of taxes. As of December 29, 2001, the remaining investment was valued at $41.9. A resulting
unrealized holding gain of $20.9 net of taxes was recorded in comprehensive income. Subsequent to December 29, 2001, the company
sold its remaining shares for a realized gain of  $17.9 net of taxes.

9. PROVISION FOR INCOME TAXES

An analysis of the components of income from continuing operations before income taxes and minority interest and the related provi-
sion for income taxes is presented below:

2001 2000 1999

(Loss) income from continuing operations before income taxes and minority interest
U.S. $ (30.7) $ (7.0) $ 39.7
Non-U.S. 115.7 167.7 145.3

$ 85.0 $ 160.7 $185.0
Provision for income taxes
Federal

Current $ 16.0 $ 31.2 $ 13.4
Deferred (20.9) (12.9) 6.6

State
Current 1.9 6.5 4.7
Deferred (5.6) (4.2) 4.9

Foreign
Current 35.8 49.1 43.5
Deferred 1.5 (4.2) (6.5)

$ 28.7 $ 65.5 $ 66.6
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Deferred taxes, detailed below, recognize the impact of temporary differences between the amounts of assets and liabilities recorded
for financial statement purposes and such amounts measured in accordance with tax laws. Realization of the tax loss ($51.6 of non-U.S. net
operating losses and $120.0 of U.S. capital losses as of December 29, 2001) and credit ($54.1 as of December 29, 2001) carryforwards, some
of which expire between 2002 and 2008, and others which have no expiration, is contingent on future taxable income in the appropriate
jurisdictions. Valuation allowances have been recorded for these and other asset items which may not be realized. Each carryforward item
is reviewed for expected utilization, using a “more likely than not” approach, based on the character of the carryforward item (credit, loss,
etc.), the associated taxing jurisdiction (U.S., state, non-U.S., etc.), the relevant history for the particular item, the applicable expiration
dates, operating projects that would impact utilization, and identified actions under the control of the company in realizing the associated
carryforward benefits. Additionally, the company’s utilization of U.S. foreign tax credit and state investment credit carryforwards is dependent
on related statutory limitations that involve numerous factors beyond overall positive income, all of which have been taken into account
by the company in its evaluation. The company assesses the available positive and negative evidence surrounding the recoverability of
the deferred tax assets and applies its judgment in estimating the amount of valuation allowance necessary under the circumstances. 
The company continues to assess and evaluate strategies that will enable the carryforwards to be utilized, and will reduce the valuation
allowance appropriately for each item at such time when it is determined that the “more likely than not” approach is satisfied for the
related item, or portion thereof.

Deferred Taxes

December 29, 2001 December 30, 2000

Assets Liabilities Assets Liabilities

Current:
Employee benefits and compensation $ 21.1 $ .– $ 17.4 $ .–
Inventories 20.7 .– 24.1 .–
Sales and allowance accruals 14.7 .– 21.7 .–
Other accruals 7.9 1.0 8.8 4.2
Unrealized foreign exchange transactions 6.8 .– 0.6 6.2
Restructuring accruals 2.8 .– 7.0 .–
State and local income tax .– 9.6 .– 6.4

$ 74.0 $ 10.6 $ 79.6 $ 16.8
Non-current:

Tax loss and credit carryforwards $ 128.2 $ .– $ 80.5 $ .–
Employee benefits 20.2 .– 23.9 0.4
Other accruals .– 27.4 .– 28.1
Depreciation and amortization 22.9 67.1 .– 65.0
Valuation allowance (54.0) .– (30.6) .–
Intercompany investments .– 202.7 .– 202.7

117.3 297.2 73.8 296.2
$ 191.3 $ 307.8 $ 153.4 $ 313.0

Reconciliation of the statutory U.S. federal income tax rate to the effective tax rates for continuing operations are as follows:

2001 2000 1999

Statutory U.S. tax rate 35.0% 35.0% 35.0%
Difference between non-U.S. and U.S. tax rates 2.7 0.3 (2.8)
Goodwill amortization 0.6 0.4 0.9
Foreign Sales Corporation tax benefit (2.5) (1.0) (0.9)
State income taxes, net of federal tax benefit (2.9) 0.7 3.3
Other 0.9 0.1 0.5
Nondeductible purchased research & development .– 5.3 .–
Effective tax rate 33.8% 40.8% 36.0%

At December 29, 2001, income considered to be permanently reinvested in non-U.S. subsidiaries totaled approximately $906.5.
Deferred income taxes have not been provided on this income, as the company does not plan to initiate any action that would require
the payment of income taxes. It is not practicable to estimate the amount of additional tax that might be payable on this undistributed
foreign income.
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10. DEBT

Short-term debt at December 29, 2001 and December 30, 2000, consisted of $32.6 and $22.5 in non-U.S. borrowings, respectively. 
At December 30, 2000 there were $10.1 in U.S. borrowings. To support its liquidity requirements, the company generally maintains
U.S. revolving credit agreements. In January 2001, a $525.0 364-day revolving credit agreement that expired December 22, 2000 was
replaced with a $250.0 syndicated revolving credit agreement expiring in 2004. The interest rate under the new agreement is based on
LIBOR, or the highest rate based on secondary certificates of deposit, Federal Funds or the base rate of one of the lending banks.
There were no outstanding revolver borrowings as of December 29, 2001 or December 30, 2000. The company is required to maintain
certain financial covenants related to the revolving credit agreement. There were no covenant violations during 2001.

Average short-term interest rates were 0.8% and 2.1% for the years ended 2001 and 2000, respectively. The maximum amount of
short-term debt at the end of any month was $33.7 in 2001 and $53.6 in 2000. Average short-term, month-end borrowings were $23.6 
in 2001 and $42.1 in 2000.

The components of long-term debt were:

Interest Rate December 29, December 30,
Percentage 2001 2000

Fixed-rate notes payable at par
Notes due in 2001 or 2011 1 6.15 $ .– $ 97.0
Notes due in 2001 or 2026 2 6.56 0.5 100.0
Notes due in 2003 3 5.95 85.0 85.0
Notes due in 2003 4 0.59 15.6 .–
Notes due in 2003 or 2013 1 6.38 100.0 100.0
Notes due in 2004 5 6.75 194.6 194.6
Notes due in 2005 or 2025 1 6.50 100.0 100.0
Notes due in 2028 6 7.13 191.0 194.0
World Headquarters 7 2.997 65.0 .–

Variable rate and other borrowings
Securitized trade receivables expiring in 2002 1.918,9 25.0 75.0
Industrial Development Bonds due in 2015 1.958,10 8.5 8.5
Other Various 8.7 11.6

793.9 965.7
Less current portion (90.7) (202.6)

$ 703.2 $ 763.1

1 Notes contain put/call options exercisable at 100% of par in 2001, 2003 and 2005 for the 6.15%, 6.38% and 6.50% notes, respectively. The company has also entered into remarketing agreements
with respect to each of these issues, which allow the agent to call the debt from the holders on the option exercisable dates, and then remarket them. If this right is exercised the coupon rate
paid by the company will reset to a rate higher than the then current market rate. All 6.15% notes were redeemed in 2001.

2 Notes contain an option allowing the holder to put these notes back to the company in 2001; therefore, notes were classified as current at year end December 30, 2000. Otherwise the notes
mature in 2026. The put option was exercised by a majority of the holders in 2001.

3 An interest rate swap agreement effectively converts this note to a floating-rate liability. At December 29, 2001 and December 30, 2000, the effective rate on these notes was 3.69% and 6.25%,
respectively.

4 In 2001, a current portion of non-U.S. debt was repaid and additional long-term borrowings of $15.6 were undertaken.
5 An interest rate swap agreement entered into in 2001 effectively converts this note to a floating-rate liability. At December 29, 2001 the effective rate on these notes was 4.22%.
6 The company, at its option, may call these notes at any time pursuant to a make-whole redemption provision, which would compensate holders for any changes in market value of the notes

upon early extinguishment.
7 An interest rate swap agreement effectively converts this note to a fixed-rate liability. At December 29, 2001 the effective rate on this note was 8.38%.
8 Represents rate at December 29, 2001.
9 Rate at December 30, 2000 was 6.33%.
10 Rate at December 30, 2000 was 5.15%.

In 2001, the company retired $199.5 of the notes due in 2001 or 2026, 2001 or 2011 and 2028. In 2000, the company retired $14.4
of the notes due in 2001 or 2011, 2004 and 2028. The company recognized an extraordinary gain of less than $0.1 and $1.4, net of taxes,
in 2001 and 2000, respectively.

Interest rate swap agreements on long-term debt issues resulted in a decrease in the long-term effective interest rate from 6.30% to
5.97% in 2001 and an increase in 2000 long-term rates from 6.54% to 6.55%. Long-term borrowing maturities during the next five years are
$90.7 in 2002; $202.9 in 2003; $196.7 in 2004; $100.7 in 2005 and $0.5 in 2006. These amounts assume that all put/call options are exercised.

During November 2001, the company modified the conditions of the lease associated with its world headquarters office facility by
purchasing the equity owner’s interest. A $2.4 payment was made to the original equity owner during January 2002. The previous oper-
ating lease treatment ceased at the time of the lease modification. The office facility and related debt of $63.2 and $65.0, respectively,
have been consolidated by the company in the fourth quarter of 2001. During 2001, net rental payments under the lease were $2.6.
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11. OPERATING LEASES

The company leases land, buildings, machinery and equipment under noncancelable operating leases. Total annual rental expense for
2001, 2000 and 1999 amounted to $27.8, $28.0 and $32.0, respectively.

Minimum future rental commitments having noncancelable lease terms in excess of one year aggregated $56.9, net of aggregated
sublease rentals of $3.6, as of December 29, 2001 and are payable as follows: 2002, $14.3; 2003, $12.1; 2004, $9.4; 2005, $7.1; 2006, $5.6
and beyond, $8.4.

12. EMPLOYEE BENEFITS

The company’s benefit plans, which in the aggregate cover substantially all U.S. employees and employees in certain other countries,
consist of defined benefit pension plans, defined contribution plans and a participatory defined benefit postretirement plan.

The information provided below pertains to the company’s defined benefit pension and postretirement plans. The following table
provides reconciliations of the changes in benefit obligations, fair value of plan assets and funded status for the two-year period ended
December 29, 2001.

Pension Benefit Plans Postretirement Benefit Plan

2001 2000 2001 2000

Reconciliation of benefit obligation
Obligation at beginning of year $ 251.9 $ 234.3 $ 50.5 $ 62.3
Service cost 13.8 12.7 1.1 1.6
Interest cost 17.6 15.9 4.5 3.7
Participant contributions 0.9 0.7 .– .–
Plan amendments 0.8 (1.6) .– 1.3
Acquisitions/divestitures (0.1) 10.8 .– .–
Currency translation adjustments (2.1) (3.8) .– .–
Curtailment gains .– (0.8) (0.7) (0.9)
Benefit payments (22.6) (20.4) (7.9) (7.3)
Actuarial loss (gain) 4.1 4.1 22.6 (10.2)
Obligation at end of year $ 264.3 $ 251.9 $ 70.1 $ 50.5

Reconciliation of fair value of plan assets
Fair value of plan assets at beginning of year $ 248.6 $ 241.0 $ 41.1 $ 43.2
Actual return on plan assets (12.9) 3.7 (2.1) (1.2)
Acquisitions/divestitures (0.1) 8.5 .– .–
Employer contributions 2.8 18.9 7.1 6.4
Participant contributions 0.9 0.7 .– .–
Benefit payments (22.6) (20.4) (7.9) (7.3)
Currency translation adjustments (1.6) (3.8) .– .–
Fair value of plan assets at end of year $ 215.1 $ 248.6 $ 38.2 $ 41.1

Reconciliation of funded status to net amount 
recognized on the balance sheet 

Funded status at end of year $ (49.2) $ (3.3) $ (31.9) $ (9.4)
Unrecognized transition obligation 0.9 1.4 .– .–
Unrecognized prior-service cost 3.8 4.2 0.3 0.2
Unrecognized actuarial loss (gain) 41.6 3.4 (17.2) (48.0)
Net (liability) asset recognized $ (2.9) $ 5.7 $ (48.8) $ (57.2)

The plan assets shown above for the pension benefit plans include 52,800 shares of the company’s common stock. In 2000, two
plans were added as part of acquisitions.
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The following table provides information related to underfunded pension plans:

2001 2000

Projected benefit obligation $ 241.4 $29.3
Accumulated benefit obligation 215.6 24.6
Fair value of plan assets 186.0 7.3

The company’s postretirement benefit plan was underfunded for each of the past two years.

The following table provides the amounts recognized in the balance sheets as of the end of each year:

Pension Benefit Plans Postretirement Benefit Plan

2001 2000 2001 2000

Prepaid benefit cost $ 0.9 $ 21.6 $ .– $ .–
Accrued benefit liability (30.6) (19.6) (48.8) (57.2)
Intangible asset 3.9 2.0 .– .–
Accumulated other comprehensive income 22.9 1.7 .– .–
Net (liability) asset recognized $ (2.9) $ 5.7 $ (48.8) $ (57.2)

The following table provides the components of net periodic benefit cost for the plans for fiscal years 2001, 2000 and 1999:

Pension Benefit Plans Postretirement Benefit Plan

2001 2000 1999 2001 2000 1999

Service cost $ 13.8 $ 12.7 $ 9.8 $ 1.1 $ 1.6 $ 1.2
Interest cost 17.6 15.9 17.0 4.5 3.7 4.3
Expected return on plan assets (21.5) (21.4) (21.1) (3.7) (3.7) (3.5)
Amortization of transition obligation 0.9 0.5 0.7 .– .– .–
Amortization of prior-service cost 0.6 1.4 1.7 (0.1) (0.1) (0.2)
Amortization of net loss (gain) 0.2 0.1 (0.4) (2.4) (3.8) (3.0)
Net periodic benefit cost 11.6 9.2 7.7 (0.6) (2.3) (1.2)
Curtailment loss (gain) .– 1.5 2.2 (0.7) (0.9) (1.4)
Net periodic cost (benefit) 
after curtailment $ 11.6 $ 10.7 $ 9.9 $ (1.3) $ (3.2) $ (2.6)

The 2001 curtailment gain in the Postretirement Benefit Plan related to the restructuring actions taken in 2001. A curtailment
gain or loss may be recognized when the employees affected by the 2001 restructuring program (as discussed in Note 5 – Restructuring
Charges and Asset Write-offs) are terminated in 2002. The 2000 curtailment gains and losses related to the restructuring actions taken in
1999 and 2000. The 1999 curtailment was related to the divestiture of the sunglass business.

Key assumptions used to measure benefit obligations in the company’s benefit plans are shown in the following table:

2001 2000

Weighted Average Assumptions
Discount rate 7.1% 7.3%
Expected return on plan assets 9.2% 9.2%
Rate of compensation increase 4.8% 4.8%
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For amounts pertaining to postretirement benefits, a 9.0% annual rate of increase in the per capita cost of covered health care
benefits for pre-65 years of age participants was assumed for 2001. The pre-65 trend rate grades down by 1.0% per year to an ultimate
annual rate of 5.0% in 2005. A 12.0% annual rate of increase in the per capita cost of covered health care benefits for participants age 65
and older was assumed in 2001. The age 65 and older trend rate grades down by 1.0% per year to an ultimate annual rate of 5.0% in
2008. To demonstrate the significance of this rate on the expense reported, a one-percentage point change in the assumed health care
cost trend rate would have the following effect:

1% Increase 1% Decrease

Effect on total service and interest cost components of net periodic postretirement health care benefit cost $ 0.6 $ (0.5)
Effect on the health care component of the accumulated postretirement benefit obligation 6.6 (5.6)

The costs associated with defined contribution plans totaled $11.2, $14.0 and $12.5 for 2001, 2000 and 1999, respectively.

13. MINORITY INTEREST

In 1993, four wholly owned subsidiaries of the company contributed operating and financial assets to a limited partnership for an 
aggregate 72% in general and limited partnership interests. The partnership is a separate legal entity from the company which owns
and manages a portfolio of assets. Those assets included portions of the company’s former biomedical operations and certain assets
used for the manufacture and sale of RGP contact lenses and RGP lens care products. In 1999, the partnership was restructured and 
no longer includes assets of these businesses. Partnership assets continue to include cash and cash equivalents, a long-term note from a
consolidated subsidiary of the company, and floating-rate demand notes from another consolidated subsidiary of the company. For the
company’s consolidated financial statements, the long-term note and the floating-rate demand notes are eliminated while the outside
investor’s interest in the partnership is recorded as minority interest.

In 1999, the original outside investor sold its interest in the partnership and was replaced by an investment banking firm. At
December 29, 2001 and December 30, 2000 the outside partner held a 22% interest, for which the outside partner has a put right for
the recorded value of their partnership interest. The outside investors’ limited partnership interest in the partnership has been recorded
as minority interest totaling $200.0 at both December 29, 2001 and December 30, 2000.

14. FINANCIAL INSTRUMENTS

The carrying amount of cash, cash equivalents and notes payable approximated fair value because maturities are less than one year in
duration. Certain current portion of long-term investments are classified as available-for-sale securities and recorded at market value with
the unrealized gain included in other comprehensive income. The company’s remaining financial instruments consisted of the following:

December 29, 2001 December 30, 2000

Carrying Value Fair Value Carrying Value Fair Value

Nonderivatives
Other investments $ 4.5 $ 4.5 $ 8.6 $ 8.6
Long-term debt, including current portion (793.9) (757.5) (965.7) (881.9)

Derivatives held for purposes other than trading
Foreign exchange instruments

Other current assets $ 5.9 $ 5.9 $ 9.4
Accrued liabilities (2.4) (2.4) (9.4)

Net foreign exchange instruments $ 3.5 $ 3.5 $ .– $   (0.6)
Interest rate instruments

Other current assets $ 0.6 $ 0.6 $ 2.1
Accrued liabilities (5.5) (5.5) (3.6)

Net interest rate instruments $ (4.9) $ (4.9) $ (1.5) $   (2.1)

Fair value of other investments was determined based on contract terms and an evaluation of expected cash flows and investment
risk. Fair value for long-term debt was estimated using either quoted market prices for the same or similar issues or current rates offered 
to the company for debt with similar maturities. The fair value for foreign exchange and interest rate instruments was determined using 
a model that estimates fair value at market rates, or was based upon quoted market prices for similar instruments with similar maturities.

Bausch & Lomb A33
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The company, as a result of its global operating and financing activities, is exposed to changes in interest rates and foreign currency
exchange rates that may adversely affect its results of operations and financial position. In seeking to minimize the risks and/or costs
associated with such activities, the company manages exposures to changes in interest rates and foreign currency exchange rates by
entering into derivative contracts. The company does not use financial instruments for trading or other speculative purposes, nor does
it use leveraged financial instruments.

The company enters into foreign exchange forward contracts primarily to hedge foreign currency transactions and equity investments
in non-U.S. subsidiaries. At December 29, 2001 and December 30, 2000, the company hedged aggregate exposures of $1,033.2 and
$1,291.8, respectively, by entering into forward exchange contracts requiring the purchase and sale of U.S. and foreign currencies. The
company selectively hedges firm commitments that represent both a right and an obligation, mainly for committed purchase orders for
foreign-sourced inventory. In general, the forward exchange contracts have varying maturities up to, but not exceeding, one year with
cash settlements made at maturity based upon rates agreed to at contract inception.

The company’s exposure to changes in interest rates results from investing and borrowing activities. The company may enter into
interest rate swap and cap agreements to effectively limit exposure to interest rate movements within the parameters of its interest rate
hedging policy. At December 29, 2001 and December 30, 2000, the company was party to swap contracts that had aggregate notional
amounts of $344.6 and $150.0, respectively.

Counterparties to the financial instruments discussed above expose the company to credit risks to the extent of non-performance.
The credit ratings of the counterparties, which consist of a diversified group of major financial institutions, are regularly monitored and
thus credit loss arising from counterparty non-performance is not anticipated.

15. ACCOUNTING FOR DERIVATIVES AND HEDGING ACTIVITIES

A transition gain of $0.3, net of taxes, was recorded in the quarter ended March 31, 2001, as a cumulative adjustment to income for
marking foreign currency forward contracts to fair value upon implementation of SFAS No. 133. This amount substantially pertained
to contracts utilized to offset foreign exchange exposures related to foreign currency denominated assets and liabilities. The company
does not apply hedge accounting to these contracts because they are marked to market through income at the same time that the
exposed asset/liability is remeasured through income; both are recorded in foreign exchange (income) loss. Less than $0.1 related to
contracts designated as net investment hedges of net assets of certain non-U.S. subsidiaries and cash flow hedge contracts designated
to offset risks associated with intercompany loans with non-U.S. subsidiaries. In the quarter ended March 31, 2001, a transition adjust-
ment loss of $1.8 was recorded in other comprehensive income related primarily to an interest rate swap designated as a cash flow
hedge to offset risks associated with interest payments on a variable-rate lease.

For effective fair value hedge transactions in which the company is hedging changes in the fair value of assets, liabilities or firm
commitments, changes in the fair value of the derivative instrument will generally be offset by changes in the hedged item’s fair value.
For cash flow hedge transactions in which the company is hedging the variability of cash flows related to a variable rate asset, liability or
forecasted transaction, changes in the fair value of the derivative instrument will be reported in other comprehensive income. The gains
and losses on the derivative instrument that are reported in other comprehensive income will be recognized in income in the periods in
which income is impacted by the variability of the cash flows of the hedged item. In 2001, a net gain of $0.1 was reclassified from other
comprehensive income into income. An estimated $0.6 net loss is expected to be reclassified into income in 2002. 

In general, the forward exchange contracts have varying maturities up to, but not exceeding, one year with cash settlements made
at maturity based upon rates agreed to at contract inception. For derivatives designated as hedging instruments for hedges of foreign
currency exposures of net investments in non-U.S. subsidiaries, a net after-tax loss of $1.9, was included in the cumulative translation
adjustment in 2001.

For instruments designated as hedges, hedge ineffectiveness, determined in accordance with SFAS No. 133, had no impact on
income for the year ended December 29, 2001.
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16. STOCK COMPENSATION PLANS

The company sponsors several stock-based compensation plans, all of which are accounted for under the provisions of APB Opinion
No. 25, Accounting for Stock Issued to Employees, as amended. Accordingly, given the fixed nature of the equity instruments granted
under such plans, no compensation cost has been recognized for the company’s stock option plans or its employee stock purchase plan.
Had compensation expense for the company’s fixed options been determined consistent with SFAS No. 123, Accounting for Stock-Based
Compensation, the company’s net income and earnings per share would have been reduced to the pro forma amounts indicated below:

Net Income Basic Earnings Per Share Diluted Earnings Per Share

As Reported Pro Forma As Reported Pro Forma As Reported Pro Forma

2001 $  21.2 $ 8.4 $ 0.39 $ 0.15 $ 0.39 $ 0.15
2000 83.4 70.0 1.54 1.29 1.52 1.28
1999 444.8 433.9 7.76 7.57 7.59 7.40

The total number of shares available for grant in each calendar year, excluding incentive stock options, shall be no greater than
three percent of the total number of outstanding shares of Common stock as of the first day of each such year. No more than six million
shares are available for granting purposes as incentive stock options under the company’s current plan.

The company adopted a stock incentive plan for non-officers effective January 22, 2001. The number of shares available for grant
each year shall be no greater than two percent of the total number of outstanding shares of Common stock as of the first day of each
such year. Options and awards under this plan may be granted only to employees of the company or any subsidiary corporation of the
company who are neither officers nor directors of the company.

Stock Options
The company issues stock options, which typically vest ratably over three years and expire ten years from the grant date. Vesting is
contingent upon a continued employment relationship with the company.

For purposes of this disclosure, the fair value of each fixed option grant was estimated on the date of grant using the Black-Scholes
option-pricing model with the following weighted average assumptions used for grants outstanding in 2001, 2000 and 1999:

2001 2000 1999

Risk-free interest rate 3.61% 5.13% 6.22%
Dividend yield 2.29% 1.84% 1.96%
Volatility factor 48.20% 46.87% 31.06%
Weighted average expected life (years) 3 3 3

The weighted average value of options granted was $12.97, $19.52 and $18.11, in 2001, 2000 and 1999, respectively. A summary of
the status of the company’s fixed stock option plans at year end 2001, 2000 and 1999 is presented below:

2001 2000 1999

Weighted Average Weighted Average Weighted Average
Number Of Exercise Price Number Of Exercise Price Number Of Exercise Price

Shares (000s) (Per Share) Shares (000s) (Per Share) Shares (000s) (Per Share)

Outstanding at beginning of year 4,966 $54.69 4,378 $51.69 5,050 $ 43.98
Granted 2,072 41.24 1,465 59.13 1,185 72.85
Exercised (108) 41.43 (612) 41.56 (1,444) 42.97
Forfeited (858) 58.00 (265) 59.90 (413) 48.66
Outstanding at year end 6,072 $49.87 4,966 $54.69 4,378 $ 51.69
Options exercisable at year end 3,969 2,751 2,451
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The following represents additional information about fixed stock options outstanding at December 29, 2001:

Options Outstanding Options Exercisable

Weighted Average Weighted Average Weighted Average
Number Remaining Contractual Exercise Price Number Exercise Price

Range of Exercise Prices Per Share Outstanding (000s) Life (Years) (Per Share) Exercisable (000s) (Per Share)

$26.00 to 40.49 1,192 7.1 $34.37 1,163 $ 36.33
40.50 to 45.49 2,115 7.6 43.88 737 42.13
45.50 to 55.49 960 5.1 50.00 945 50.03
55.50 to 65.49 971 8.6 61.97 478 61.98
65.50 to 75.00 834 7.6 72.97 646 72.97

6,072 7.3 $49.87 3,969 $ 49.14

Stock Awards
The company issues restricted stock awards to directors, officers and other key personnel. These awards have vesting periods up to
three years with vesting criteria based upon the attainment of certain Economic Value Added (EVA) targets and continued employ-
ment until applicable vesting dates. The company defines EVA as net operating profit after tax less a capital charge calculated as
average capital employed multiplied by the company’s cost of capital. EVA is not the same as, nor is it intended to be, a measure of
operating performance in accordance with generally accepted accounting principles.

Compensation expense is recorded based on applicable vesting criteria and, for those awards with performance goals, as such goals
are met. In 2001, 2000 and 1999, 101,378, 143,585 and 90,050 of such awards were granted at weighted average market values of
$45.68, $55.12 and $63.41 per share, respectively. The compensation expense relating to stock awards in 2001, 2000 and 1999 was $0.9,
$0.3 and $8.0, respectively.

17. OTHER MATTERS

On April 13, 2001, a shareholder class action lawsuit was filed in the U.S. District Court for the Western District of New York. Four
other similar lawsuits were filed in both the Western and Southern Districts of New York, with the company’s Chief Financial Officer,
Stephen C. McCluski and former Chairman and Chief Executive Officer, William M. Carpenter, and former President, Carl E.
Sassano, named as defendants. The complaints allege that the value of the company’s stock was inflated artificially by alleged false and
misleading statements about expected financial results. The plaintiffs seek to represent a class of shareholders who purchased com-
pany common stock between January 27, 2000 and August 24, 2000. On October 15, 2001 all lawsuits were consolidated in the U.S.
District Court for the Western District of New York. No substantive action has taken place in this matter. The company intends to defend
itself vigorously against these claims. The company cannot at this time estimate with any certainty the impact of these claims on its
financial position.

The company is currently involved in several pending patent proceedings relating to its PureVision contact lens product line.
Specifically, CIBA Vision Corporation and related entities have commenced four separate actions against the company in the United
States and abroad alleging that the PureVision lens product infringes intellectual property held by them. The first of these suits was
filed on March 8, 1999 in U.S. District Court for the Northern District of Georgia, followed by other suits commenced in the Federal
Court of Melbourne, Australia (filed on February 29, 2000), the U.S. District Court for the District of Delaware (filed on May 3, 2001),
and the Administrative Court of Duesseldorf, Germany (filed on September 7, 2001). Each of these suits is in various stages of the 
discovery process. The company intends to defend itself vigorously against these claims. On November 6, 2001, the company filed a
patent infringement lawsuit against CIBA Vision Corporation in the U.S. District Court for the Western District of New York relative
to a patent the company holds for hydrogel lenses. CIBA Vision Corporation has filed a motion for summary judgement in this action.
The Court is scheduled to hear the summary judgement motion on April 12, 2002. The company intends to pursue vigorously its
claims against CIBA Vision Corporation in this action. The company cannot at this time estimate with any certainty the impact of
these lawsuits on its financial position.

The company is engaged in various other lawsuits, claims, investigations and proceedings including patent, trademark, commer-
cial and environmental matters that are in the ordinary course of business. The company cannot at this time estimate with any
certainty the impact of these matters on its financial position.
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18. QUARTERLY RESULTS, STOCK PRICES AND SELECTED FINANCIAL DATA

Quarterly Results  (unaudited)
The following table presents reported net sales, gross profit (net sales less cost of products sold), net income (loss) and earnings (loss)
per share for each quarter during the past two years. Net sales and gross profit are from continuing operations and are reported on the
same basis as amounts in the accompanying Statements of Income on page A13.

(Loss) Earnings Per Share

Net Sales Gross Profit Net (Loss) Income Basic Diluted

2001
First $ 412.2 $ 224.2 $ (1.0)1 $(0.02) $(0.02)
Second 414.0 228.9 6.8 0.13 0.13
Third 433.7 243.3 23.32 0.43 0.43
Fourth 452.0 251.8 (7.9)3 (0.15) (0.15) 

$1,711.9 $ 948.2 $ 21.2 $ 0.39 $ 0.39
2000
First $ 408.9 $ 226.7 $ 39.14 $ 0.69 $ 0.68
Second 455.2 270.4 34.65 0.65 0.64
Third 443.2 262.6 14.76 0.28 0.27
Fourth 465.1 265.8 (5.0)7 (0.09) (0.09)

$1,772.4 $ 1,025.5 $ 83.4 $ 1.54 $ 1.52

The amounts in the following references are all presented after taxes.

1 Includes restructuring charges and asset write-offs of $11.0 related to the implementation of Phase II of the company’s new organizational structure announced in 2000 as well as a gain of $3.5
from the sale of a stock investment.

2 Includes severance costs of $1.8 for the company’s former chief executive officer as well as a gain of $9.1 from the sale of a stock investment.
3 Includes hiring costs of $4.6 for the company’s new chief executive officer, a charge of $21.1 related to the settlement of litigation impacting the gain on discontinued operations related to the

eyewear segment as well as restructuring charges and asset write-offs of $5.4 related to Phase I of the company’s 2001 restructuring program designed to reduce ongoing operating costs,
partially offset by the reversal of previously recorded restructuring reserves for the company’s 2000 restructuring program totaling $2.6.

4 Includes $15.2 which represents proceeds from a patent litigation settlement with Alcon Laboratories.
5 Includes a charge of $5.4 related to a failed acquisition attempt and settlement of litigation.
6 Includes a non-tax deductible non-cash charge to purchased in-process R&D expense of $23.8 related to the purchase of Groupe Chauvin as well as the partial reversal of 1999 restructuring

reserves totaling $2.3, offset by an addition to 1999 restructuring reserves totaling $0.9.
7 Includes restructuring charges and asset write-offs of $27.6 related to the implementation of Phase I of the company’s new organizational structure, offset by the partial reversal of 1999

restructuring reserves totaling $4.5 as well as a charge of $9.7 related to the settlement of litigation.

Quarterly Stock Prices (unaudited)
The company’s Common stock is listed on the New York Stock Exchange and is traded under the symbol BOL. There were approxi-
mately 6,400 and 6,700 Common shareholders of record at year-end 2001 and 2000, respectively. The following table shows the price
range of the Common stock for each quarter for the past two years:

2001 2000
Price Per Share Price Per Share

High Low High Low

First $ 54.93 $ 35.50 $ 73.13 $ 49.38
Second 49.63 35.70 77.06 48.00
Third 38.45 27.56 80.88 33.56
Fourth 37.90 27.20 45.94 34.63
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2001 2000 1999 1998 1997 1996

Results For The Year
Net sales1,2 $ 1,711.9 $1,772.4 $1,764.3  $1,604.5  $1,112.6  $1,070.2  
Income from Continuing Operations1 42.0 82.0 102.7  55.6  62.0  63.5  
Net Income 21.2 83.4 444.8  25.2  49.4  83.1  
Continuing Operations – 
Basic earnings per share1 0.78 1.51 1.79  1.00  1.12  1.13   

Net Income – Basic earnings per share 0.39 1.54 7.76  0.45  0.89  1.48  
Continuing Operations – 
Diluted earnings per share1 0.78 1.49 1.75  0.99  1.12  1.12  

Net Income – Diluted earnings per share 0.39 1.52 7.59  0.45  0.89  1.47  
Dividends per share 1.04 1.04 1.04  1.04  1.04  1.04   
Year End Position
Working capital2 $  693.7 $  899.8 $1,235.7 $   773.7 $   217.0 $    47.1
Total assets2 2,993.5 3,239.3 3,438.6 3,553.1 2,869.4 2,691.1  
Short-term debt 123.3 235.2  46.9  191.5  343.8  482.1  
Long-term debt 703.2 763.1 977.0  1,281.3  510.8  236.3  
Shareholders’ equity 975.0 1,039.4 1,234.0  845.0  818.4  881.9  
Other Ratios And Statistics
Return on sales for continuing operations 2.5% 4.6% 5.8% 3.5% 5.6% 6.0%
Return on average shareholders’ equity 2.1% 7.9% 43.3% 3.1% 5.9% 9.2%
Return on invested capital 3.1% 6.1% 21.7% 3.8% 5.0% 7.2%
Return on average total assets2 0.7% 2.3% 13.0% 0.7% 1.8% 3.1%
Effective income tax rate for continuing 
operations before minority interest 33.8% 40.8% 36.0% 35.2% 38.1% 38.7%

Current ratio2 2.0 2.1 2.9  1.9  1.2  1.1  
Total debt to shareholders’ equity 84.8% 96.0% 83.0% 174.3% 104.4% 81.5%
Total debt to capital 45.9% 49.0% 45.3% 63.5% 51.1% 44.9%
Capital expenditures $   96.4 $ 95.0  $ 155.9  $ 201.5  $ 126.1  $ 130.3  

Selected Financial Data (unaudited)
Dollar Amounts In Millions – Except Per Share Data

1 Amounts have been modified, as necessary, to reflect the divestitures described in Note 3 – Discontinued Operations.
2 Prior year amounts have been reclassified to conform with the current year’s presentation.
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Report Of Management

The financial statements of Bausch & Lomb Incorporated were prepared by the company’s management, which is responsible for their
reliability and objectivity. The statements have been prepared in conformity with generally accepted accounting principles and, as such,
include amounts based on informed estimates and judgements of management with consideration given to materiality. Financial information
elsewhere in this annual report is consistent with that in the financial statements.

Management is further responsible for maintaining a system of internal controls to provide reasonable assurance that Bausch & Lomb’s
books and records reflect the transactions of the company; that assets are safeguarded; and that management’s established policies and
procedures are followed. Management systematically reviews and modifies the system of internal controls to improve its effectiveness.
The internal control system is augmented by the communication of accounting and business policies throughout the company; the careful
selection, training and development of qualified personnel; the delegation of authority and establishment of responsibilities; and a compre-
hensive program of internal audit.

Independent accountants are engaged to audit the financial statements of the company and issue a report thereon. They have
informed management and the Audit Committee of the Board of Directors that their audits were conducted in accordance with generally
accepted auditing standards, which requires a consideration of internal controls to determine the nature, timing and extent of audit testing.

Management reviews the recommendations of the internal auditors and independent accountants. Control procedures have been
implemented or revised as appropriate to respond to these recommendations. In management’s opinion, as of December 29, 2001, the
internal control system was functioning effectively and accomplished the objectives discussed herein.

Ronald L. Zarrella Stephen C. McCluski
Chairman and Chief Executive Officer Senior Vice President and Chief Financial Officer

Report Of The Audit Committee

The Audit Committee of the Board of Directors, which held four meetings during 2001, is composed of five outside directors. The 
chair of the committee is Jonathan S. Linen. The other members are Domenico De Sole, Linda Johnson Rice, Ruth R. McMullin and
William H. Waltrip.

The Audit Committee meets with the independent accountants, management and the internal auditors to provide reasonable assur-
ance that management fulfills its responsibilities in the preparation of the financial statements and in the maintenance of an effective
system of internal controls. The Audit Committee reviews the performance and fees of the independent accountants, recommends their
appointment and meets with them and the internal auditors, with and without management present, to discuss the scope and results of
their audit work. Both the independent accountants and the internal auditors have full access to the Audit Committee.

Jonathan S. Linen
Chair, Audit Committee
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Report Of Independent Accountants

To the Shareholders and Board of Directors of Bausch & Lomb Incorporated:

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of income, cash flows and changes
in shareholders’ equity present fairly, in all material respects, the financial position of Bausch & Lomb Incorporated and its subsidiaries 
at December 29, 2001 and December 30, 2000, and the results of their operations and their cash flows for each of the three years in the
period ended December 29, 2001 in conformity with accounting principles generally accepted in the United States of America. These
financial statements are the responsibility of the company’s management; our responsibility is to express an opinion on these financial
statements based on our audits. We conducted our audits of these statements in accordance with auditing standards generally accepted
in the United States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, 
and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

Rochester, New York
January 22, 2002


