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Exhi bit 13

6 FI NANCI AL SUMVARY . .
(MIlions except per share anpunts, ratios and store and associ ate data)

<TABLE>
<CAPTI ON> ,
Summary of Qperations @ 2000 * 1999 ¢ 1998 1997 1996  *+@ 1995 1994
<S> < < < <C <C < <
Net sal es $ 10, 105 $ 9,766 $ 9,365 $ 9,200 $ 8,652 $ 7,893 $ 7,321
G oss incone $ 3,437 $ 3,323 $ 2,940 $ 2,736 $ 2,424 $ 2,033 $ 2,108
Qperating income #% 866 #$ 931 #$ 2424 #$ 469 #$ 636 #$ 612 $ 796
Qperating income

as a percentage of sales # 8.6% # 9.5% # 25.9% # 51% # 7.4% # 7.8% 10. 9%
Net incone g 428 /\$ 461 /\$ 2,046 /NG 212 V' § 434\ $ 961 $ 447

Net income as a percentage
of sales I\ 4.2% [\ 4.7% [\ 21.9% /\ 2.3% /\ 5.0% [\ 12. 2% 6. 1%
Per Share Results

Basic net income N$ 100 /AV$ 105 Vs 425 NN$ 039 N$ 078 /V$ L35 $ 0.63
Diluted net incone IN$ 0.9 /\$ L00 /V$ 415 VS 039 /NS$ 077 /N$ 134 $ 0.63
Di vi dends $ 0.30 $ 0.30 $ 0.26 $ 024 $ 020 $ 020 $ 018
Book val ue , $ 544 $ 5.00 $ 478 $ 3.64 $ 345 $ 443 $ 378
Vi ght ed average diluted

shares out standing 443 456 493 549 564 717 717
Qther Financial Information
Total assets $ 4,088 $ 4,126 $ 4,550 $ 4,301 $ 4,120 $ 5,267 $ 4,570
Return on average assets Al 10% /\ 11% 1\ 46% 1\ 5% /\ 9% /\ 20% 10%
Wrking capital $ 1,068 $ 1,049 $ 1,127 $ 1,001 $ 712 $ 1,962 $ 1,69
Qurrent ratio 2.1 1.8 2.0 2.0 1.9 3.3 3.0
Capital expenditures $446 $ 375 $ 347 $ 363 $ 361 $ 374 $ 320
Long-t er m debt $400 $ 400 $ 550 $ 650 $ 650 $ 650 $ 650
Debt-to-equity ratio 17% 19% 25% 33% 35% 21% 24%
Sharehol ders’ " equi ty $ 2,316 $ 2,147 $ 2,167 $ 1,986 $ 1,869 $ 3,148 $ 2,705
Return on average

sharehol ders”™ equity I 19% /\ 21% 1\ 99% /\ 11% /\ 17% I\ 33% 17%
Conparabl e store

sal es increase (decrease) 5% 9% 6% 0% 3% (2% (3%
Stores and Associates at End

of Year
Total number of stores open 5,129 5,023 5,382 5,640 5,633 5,298 4,867
Selling square feet 23,224 23,592 26, 316 28,400 28, 405 27,403 25,627
Nunmber “of associ ates 123,700 114, 600 126, 800 131, 000 123,100 106, 900 105, 600
<CAPTI O\> _
Sunmary of Operations ¥ 1993 1992 + 1991 1990
<S> < <C < <
Net sales $ 7,245 $ 6,944 $ 6,149 $ 5,254
G oss incone $ 1,959 $ 1,991 $ 1,794 $ 1,630
Qperating income # §702 $ 789 $ 713 $ 698
Qperating incone

as a percentage of sales # 9.7% 11. 4% 11. 6% 13. 3%
Net income IV$ 391 /\§ 455 $ 403 $ 398
Net incone as a percentage

of sales I 5.4% [\ 6. 6% 6. 6% 7.6%
Per Share Results
Basic net incone I\$ 0.55 /\'$ 0.63 $ 0.56 $ 0.56
Diluted net incone I\'$ 0.54 /\'$ 0.63 $ 0.56 $ 0.55
Di vi dends $ 0.18 $ 014 $ 0.14 $ 012
Book val ue _ $ 3.41 $ 3.13 $ 2.60 $ 2.17
Viéi ght ed average diluted

shares out standing 726 727 727 724
QG her Financial |nformation
Total assets $ 4,135 $ 3,846 $ 3,419 $ 2,872
Return on average assets Il 10% 1\ 13% 13% b
Wrking capital $ 1,513 $ 1,063 $ 1,084 884
Current ratio 3.1 2.5 3.1 2.8
Capital expenditures $ 29 $ 430 $ 523 $ 429
Long-termdebt $ 650 $ 542 $ 714 $ 540
Debt-to-equity ratio 27% 24% 38% 35%
Sharehol ders’ “equi ty $ 2,441 $ 2,268 $1,877 $ 1,560
Return on average

sharehol ders™ equity N 17% [\ 22% 23% 28%
Conparabl e store

sal es increase (decrease) (1% 2% 3% 3%
Stores and Associates at End

of Year
Total number of stores open 4,623 4,425 4,194 3,760
Selling square feet 24, 426 22,863 20, 355 17,008
Number “of ‘associ at es 97,500 100, 700 83, 800 72,500
</ TABLE>

@ Fifty-three-week fiscal year. . . . .

* I ncludes the results of the follow ng conpani es disposed of up to their
separation date: 1) Galyan’s Trading Co. ("Galyan's"') effective August 31,
1999; 2) Limted Too ("TOO') effective August 23, 1999; 3) Abercronbie &

Fitch ("A&F") effective May 19, 1998; 4) Alliance Data Systens effective
January 31, 1996; and 5) Brylane, Inc. effective August 31, 93.

+ Includes the results of Gal \Blan's and G yphon subsequent to their
acquisitions on July 2, 1995 and June 1, 91. . .

# OPeraU ng incone includes the net effect of special and nonrecurring itens
of ($9.9) mllion in 2000, $23.5 mllion in 1999 and $1.740 billion in 1998
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see Note 2 to the Consolidated Financial Statenents), ($213.2) nmillion in
997, ($12.0) million in 1996, $1.3 million in 1995 and $2.6 mllion in

1993. Inventory liquidation charges of ($13.0) nillion related to Henr
Bendel store closings are also included in 1997. .
/\ In addition to the rtems discussed in C above, net income includes the

effect of the following gains: 1) $11.0 mllion related to Galyan’s in
1999; 2) $8.6 nillion related to Brylane, Inc. in 1997, 3) $118.2 nillion
related to A&F in 1996; 4) $649.5 nillion related to Intimate Brands, Inc.
in 1995; and 5) $9.1 mllion related to United Retail Goup in 1992

Note: Anpunts for fiscal years 1995-1999 reflect the reclassification of catal og
shi ppi ng and handling revenues and costs and associ ate di scounts (see Note 1 to
t he Consol i dated Financial Statenents).

MANAGEMENT' S DI SCUSSI ON AND ANALYSI S
Results of Qperations

Net sales for the fourteen-week fourth quarter of 2000 were $3.522 billion, a 7%
i ncrease from $3.296 billion for the thirteen-week fourth quarter of 1999.

Conpar abl e store sales increased 2% for the quarter. Gross incone decreased 1%
to $1.277 billion in the fourth quarter of 2000 from $1.291 billion in 1999 and
operating income decreased 23%to $477.5 mllion from$619.1 nillion in 1999.

Net incone was $238.1 nillion in the fourth quarter of 2000 versus $316.5
mllion in 1999, and earnings per share were $0.54 versus $0.70 in 1999.

~ Net sales for the fifty-three-week year ended February 3, 2001 were $10. 105
billion, a 3%increase from$9.766 billion for the fifty-two-week year ended
January 29, 2000. Gross income increased 3%to $3.437 billion in 2000 from
$3.323 billion in 1999 and operating income was $866.1 nillion in 2000 versus
$930.8 million in 1999. Net Incone for 2000 was $427.9 mllion, or $0.96 per

t.

i

i

share, conpared to $460.8 mllion, or $1.00 per share, |ast year
There were a nunber of itenms in 2000 and 1999 that inpacted the conparability

of the Conpany’s reported financial results. See the "Special and Nonrecurring

Itens"” and "QOher Data" sections herein for a discussion of these itens.

The follow ng summari zed financial data conpares reported 2000 results to the
conpar abl e periods for 1999 and 1998 (nillions):

e

Net Sal es * 2000 1999 1998 2000_199996Change 1999- 1998
<S> <C <C <C <C <C
Express $ 1,594 $ 1,367 $ 1,322 17% 3%
Lerner New York 105 1000 0 % 8%
Lane Bryant 90 2 2 W -
Limted Stores 613 04 w6 (% (6%
Sructwe 569 607 599 (6w 1%
Gher (principally Mst) 18 108 no % 520
Total apparel businesses $ 4,949 $ 4,709 $ 4,589 5% 3%
Victoria's Secret Stores 2,339 2,122 1,816 10% 17%
Bath & Body Vrks 1,78 153 125 1% 20%
Victoria's Secret Direct %2 %6 g4 %
aher st 20 5 % (49
Total Intimte Brands $ 5,117 $ 4,632 $ 3,989 10% 16%
Henri Bendel 39 38 39 3% (3%
Galyan's (through August 31,1999) - 165 20 m  am
TOO (through August 23, 1999) - 20 s mam
AGF (through May 19, 1998) S e T A
Total net sales $ 10, 105 $ 9,766 $ 9,365 3% 4%
Operating Incone

Apparel busi nesses $ 123 $ 132 $ (45 (7% 393%
Intimte Brands 54 794 671 (% 18%
oher Ty Ty 58 oom m
Subt ot al 876 907 684 (3% 33%
Speci al and nonrecurring items @ (10) 24 1,740

Total operating incone $ 866 $ 931 $ 2,424

</ TABLE>

* Fifty-three-week fiscal year

Speci al and nonrecurring items-- .
2000: a $9.9 million charge for Intinmate Brands to close Bath & Body Wrks’
nine stores in the United Ki ngdom
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1999: 1% a $13.1 nmillion charge for transaction costs related to the TOO
spin-off; and 2) the reversal of a $36.6 mllion liability related to
downsi zi ng costs for Henri Bendel. These special itens relate to the
"Qther" cate org. o . .

1998; 1) a $1.651 billion tax-free gain on the split-off of A&F, 2% a $93.7
mllion gain fromthe sale of the Conpany’'s remalining interest in Brylane;
and 3) a $5.1 million charge for severance and other associate termnnation
costs related to the closing of Henri Bendel stores. These special itens
relate to the "Qther" category.

nm not meani ngful
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The follow ng sumrmari zed financial data conpares reported 2000 results to the
conpar abl e periods for 1999 and 1998:

<TABLE>
<CAPTI ON>
Conparabl e Store Sales 2000 1999 1998
<S> <G <C <G
Express 15% 5% 16%
Lerner New York 4% 12% 5%
Lane Bryant 2% 5% 5%
Limted Stores 5% 5% 1%
Structure . (4? 4% (8%
Total apparel busi nesses 6% 6% 5%
Victoria s Secret Stores 5% 12% 4%
Bath & Body Wrks 1% 11% %
Total Intimate Brands 4% 12% 5%
Henri Bendel (1% 7% (1207
Galyan's (through August 31, 1999) - 9% 5%
TOO (through August 23, 1999) - 9% 15%
AGF (through May 19, 1998 - - 48%
Total conparable store sales 5% 9% 6%
<CAPTI ON>
% Change
Store Data 2000 1999 1998 2000- 1999 1999-1998
<S> < <G <C <G <G
Retail sales increase (decrease)
due to net new (closed)
and remodel ed stores
Apparel busi nesses (4% (4% (3%
Intimte Brands 7% 7% 7%
Retail sales per average
selling square foot
Apparel busi nesses $ 290 $ 258 $ 234 12% 10%
Intinate Brands $ 601 $ 596 $ 552 1% 8%
Retail sales per average
store (thousands)
Apparel busi nesses $ 1,696 $ 1,516 $1, 368 12% 11%
Intimte Brands $ 1,833 $ 1,826 $1,705 7%
Average store size at end
of year (selling square feet)
Apparel busi nesses 5,823 5,869 5, 864 19
[ntinate Brands 3,032 3,064 3,066 19
Selling square feet at
end of year (thousands)
Apparel " busi nesses 15, 943 17,091 18,517 Sﬁ? 38%
Intimate Brands 7,246 6, 466 5,794 2% 2%
<CAPTI O\> , _
Apparel and Ot her Businesses Intimate Brands

Number of Stores 2000 1999 1998 2000 1999 1998
<S> <C < < < <G <
Begi nning of year 2,913 3,492 3,930 2,110 1,890 1,710
Opened 25 54 50 305 241 201
O osed (199) (280) (329) (25) (21) (21)
Busi nesses di sposed of

Galyan's - 218;

TOO0 - (335 -

A&F - - (159)
End of year 2,739 2,913 3,492 2,390 2,110 1,890
</ TABLE>
Net Sal es

Fourth Quarter

Net sales for the fourteen-week fourth quarter of 2000 increased 7%to $3.522
billion from$3.296 billion for the thirteen-week fourth quarter of 1999. The

i ncrease was due to the net addition of 106 stores in fiscal year 2000, the
IPC|2(l)J/SI on of sales for the fourteenth week and a conparabl e store sal es increase
0o 0

At Intimate Brands ("IBI"), net sales for the fourth quarter of 2000
increased 5%to $1.938 billion from$1.838 billion in 1999. The increase was due
to the net addition of 280 new stores in fiscal year 2000 and the inclusion of
sales for the fourteenth week. These factors were partially offset by a 3%
decrease in conparable store sales and a 9% decrease in sales at Victoria's
Secret Direct. These declines were the result of a difficult holiday season and
a pronotional retail environment. At the agparel retail businesses, net sales
for the fourth quarter of 2000 increased 8% to $1.524 billion from $1. 407
billion in 1999. The increase was due to a 7% increase in conparable store sales
and the inclusion of sales for the fourteenth week, partially offset by the net
closure of 174 stores in fiscal year 2000

Net sales of $3.296 billion for the fourth quarter of 1999 increased 1% over
1998. A conparable store sales increase of 5% was Part! ally offset by the |oss
of sales from Galyan’'s Trading Co. ("Galyan’s") following the third party

Page 4
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purchase of a 60@bggioritr interest effective August 31, 1999, and fromthe | oss
of Limted Too ("TOO') sales after its August 23, 1999 spin-off.

At IBl, net sales for the fourth quarter of 1999 increased 18%to $1.838
billion from$1.558 billion in 1998, The increase was due to an 11%increase in
conpar abl e store sales, the net addition of 220 new stores in fiscal year 1999
and a 14%increase in sales at Victoria s Secret Direct. At the apparel retai
busi nesses, net sales for the fourth quarter of 1999 decreased 3%to $1.407
billion from$1.454 billion in 1998. The decrease was due to the net closure of
246 storFs in fiscal year 1999, partially offset by a 1% increase in conparable
store sal es.

Ful | Year

Net sales for the fifty-three-week fiscal year 2000 were $10.105 billion
conpared to $9.766 billion for the fifty-two-week fiscal year 1999. Sales

i ncreased due to a 5% conparabl e store sales increase, the net addition of 106
new stores and, to a small extent, the inclusion of sales for the fifty-third
?%EFI These gains were partially offset by the | oss of sales from Gl yan’s and

In 2000, IBlI sales increased 10%to $5.117 billion from$4.632 billion in
1999. The increase was prinmarily due to the net addition of 280 new stores and a
4% i ncrease in conparable store sales. Bath & Body Wrks led IBIl with sales
increasing 17%to $1.785 billion from$1.530 billion in 1999, primarily due to
the net addition of 218 new stores (549,000 selling square feet). Victoria's
Secret Stores’ sales increased 10%to $2.339 billion from$2.122 billion in
1999. The sales increase was primarily due to a 5% increase in conparable store
sal es and the net addition of 62 new stores (231, 000 seII|n? square feet). Sales
at Ygggoria’s Secret Direct increased 1%to $962.4 nmillion from$956.0 mllion
in .

~ The aPpareI busi nesses reported a retail sales increase of 4%to $4.791
billion from$4.601 billion in 1999. The sales increase was prinarily due to a
6% conpar abl e store sales increase, partially offset by the net closure of 174
stores (1.1 nmillion selling square feet).

~ Net sales for the year were $9.766 billion in 1999 conpared to $9.365 billion
in 1998. The increase was due to a 9% conparabl e store sales increase that was
Partlally offset by the net closure of stores in the.apﬁarel segnent and the

l oss of sales from Galyan’s, TOO and Abercronbie & Fitch ("A&") subsequent to
its May 19, 1998 split-off.

In 1999, IBl sales increased 16%to $4.632 billion from$3.989 billion in
1998, due to a 12%increase in conparable store sales, the net addition of 220
new stores and a 7%increase in sales at Victoria s Secret Direct. Bath & Body
Works led IBl with a 22% sales increase to $1.530 billion. The sales increase
was primarily due to the net addition of 153 new stores (398,000 selling square
feet), as well as an 11%increase in conparable store sales. Victoria s Secret
Stores’ sales increased 17%to $2.122 billion. The sal es increase was Prinarily
due to a 12% i ncrease in conparable store sales and the net addition of 67 new
stores (274,000 selling square feet). Sales at Victoria s Secret Direct
increased 7%to $956.0 nillion in 1999. The sales increase was due to an
i ncreased response rate, higher sales per catal og page and increased e-conmerce
sal es t hrough www. Vi ctori asSecret.com

In 1999, the apparel businesses reported a retail sales increase of 2%to
$4.601 billion from$4.517 billion in 1998. The sales increase was primarily due
to a 6% conparabl e store sales increase. Al apparel businesses reported
conpar abl e store sales increases, |led by Lerner New York, which reported an
i ncrease of 12% The effect of these increases on total sales was partially
?ffs$t by the net closure of 246 apparel stores (1.4 million selling square

eet).

Gross | ncone
Fourth Quarter

For the fourth quarter of 2000, the gross income rate (expressed as a Eercentage
of sal es) decreased to 36.3%from 39.2% for the sane period in 1999. The rate
decrease was primarily due to a decrease in the nerchandise margin rate as a
result of higher markdowns to clear slower selling inventory assortnents during
and after a highly pronotional holiday season. Additionally, a slight increase
in the buying and occupancy expense rate resulted froman increase at |Bl that
was partially offset by the positive inmpact of closing underperformng stores at
t he apparel businesses.

For the fourth quarter of 1999, the gross incone rate increased to 39.2% from
35.3% for the same period in 1998. The rate increase was principally due to an
increase in the nmerchandi se margin rate and a slight decrease in the buying and
occupancy expense rate. The increase in the nmerchandise margin rate was

rimarily due to inproved inventory nmanagenent and nerchandi sing strategies. The

uylnﬁ and occupancy expense rate decrease was a result of sales |leverage at IB
gnd.t e positive inpact of closing underperform ng stores at the appare

usi nesses.

Page 5
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Ful I Year

In 2000, the gross inconme rate was 34.0% unchanged from 1999, as a decrease in
the merchandi se margin rate was offset by an inprovenment in the buying and
occupancy expense rate. The decrease in the nmerchandise margin rate was
pr|nar|lﬁ due to higher markdowns, principally in the fourth quarter. The
overal | buying and occupancy expense rate inprovenent was a result of the
benefit fromstore closings at the apparel businesses, which nore than offset a
slight increase in the buying and occupancy expense rate at |BlI

In 1999, the gross income rate increased to 34.0%from 31.4% in 1998. The
rate increase was due to an increase in the nerchandise nargin rate and a
decrease in the buying and occupaan expense rate. The increase in the
nmer chandi se margin rate was prinarily due to i nproved inventory managenent and
mer chandi si ng strategi es at the apparel businesses. The buyi ng and occupancy
expense rate decrease was a result of sales |leverage at IBl and the benefit from
store cl osings at the apparel businesses.

Ceneral, Administrative and Store Operating Expenses
Fourth Quarter

For the fourth quarter of 2000, the general, adninistrative and store operating
expense rate (expressed as a percentage of sales) increased to 22.5% from 21.5%
in 1999. The increase was primarily due to a rate increase at IBl fromincreased
investments in store selling at Bath & Body Wrks and Victoria s Secret Stores
in anticipation of the nornal holiday sal es peak. These investnents were not
fully leveraged due to a 3% decrease in conparable store sales. The IBl rate

i ncrease was offset by sales |everage at the apparel businesses froma 7%
conpar abl e store sal es increase

For the fourth quarter of 1999, the general, administrative and store
operating expense rate of 21.5% was essent|all¥ flat conmpared to 1998. | nproved
expense [everage at |IBl was offset by a |ack of sales |everage and investnents
in brand building activities at the apparel businesses.

Ful | Year

In 2000, the general, administrative and store operating expense rate increased
to 25.3%from24.7%1n 1999. The increase was primarily due to a rate increase
at 1Bl due to increased investnents in store selling at Bath & Body Wrks and
Victoria's Secret Stores. These investnments were not fully | everaged in |arge

part due to the difficult fourth quarter that resulted in a full year conparable
store sales increase of only 4% Additionally, Bath & Body Wrks has conti nued
to exPand into highly profitable non-nmall |ocations, which typically have higher
payroll costs as a percentage of sales.

~In 1999, the general, adnministrative and store operating expense rate
increased to 24. 7% from 24.1%in 1998. The increase was prinmarily due to a rate
increase at |BlI due to: 1) investnents in national advertising for Victoria's
Secret, additional store staffing for product extensions, and new initiatives at
Victoria's Secret Stores; and 2) a lack of sales |leverage and investnents in

brand building activities at the apparel businesses.
Speci al and Nonrecurring Itens

During the fourth quarter of 2000, the Cbnpan¥brecorded a $9.9 nmllion special
and nonrecurring charge to close Bath & Bod rks’ United Kingdom stores. Al
nine stores are scheduled to close during the first quarter of 2001. The charge
consi sted of store and other asset wite-offs of $4.9 million and accruals for

| ease term nation and other costs of $5.0 million

In 1999, the Company recognized a $13.1 million charge for transaction costs
related to the TOO spin-off and a reversal of a $36.6 mllion IiabilitY rel at ed
to downsi zing costs tor Henri Bendel, |n!t|aII¥ recogni zed as a special and
nonrecurring charge to operating income in 1997. The execution of the plan to
downsi ze the remaining Henri Bendel store in New York was pr|nar|IY based on
negotiations with the original |andlord. However, a change in |andlords
ultinmately resulted in the termnation of neﬂot|at|pns during the fourth quarter
of 1999, which prevented the conpletion of the original plan. As a result, the
Conpany reversed the $36.6 million liability through the special and
nonrecurring itenms classification

On May 19, 1998, the Conpany conpleted a tax-free exchange offer to establish
A&F as anh independent conpany. A total of 94.2 nmillion shares of The Limted s
common stock were exchanged at a ratio of 0.86 of a share of A& comon stock
for each Linmted share tendered. In connection with the exchange, the Conpany
recorded a $1.651 billion tax-free gain. This gain was neasured based on the
$21. 81 per share market value of the A& commopn stock at the expiration date of
t he exchange offer. The remaining 6.2 mllion A& shares were distributed
through a pro rata spin-off to Limted sharehol ders.

Al so during 1998, the Conpany recognized a gain of $93.7 million fromthe

sale of its remaining interest in Brylane. This gain was partially offset by a
$5.1 million charge for severance and other associate termination costs related
to R e closing of five of six Henri Bendel stores. The severance charge was paid
in

h
998.
Operating | ncone
Fourth Quarter

The operatin? incone rate in the fourth quarter of 2000 gexpressed.as a

per cent age of sal es) decreased to 13.6% from 18.8% in 1999. Excl udi ng speci al
and nonrecurring items in 2000 and 1999, the fourth quarter operating incone
rate decreased to 13.8%in 2000 from 17.7%in 1999. The rate decrease was due to
a 2.9%decline in the gross incone rate and a 1.0%increase in the general

adm ni strative and store operating expense rate
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The operati i ncone rate in the fourth quarter of 1999 increased to 18.8%

n
from13.6%in 1898. Excl udi ng the special and nonrecurring itemin 1999, the
fourth quarter operating income rate increased to 17.7%in 1999 from 13.6%in
1998. The rate increase was due to a 3.9%inprovenent in the gross margin rate,
primarily driven by inprovenent at the apparel businesses.

Ful | Year

I'n 2000, the operating income rate was 8.6%versus 9.5%in 1999. Excl uding
speci al and nonrecurrln% itenms in both years, the operatlng incone rate was 8. 7%
in 2000 versus 9.3%in 1999. The rate decrease was driven by a 0.6%increase in
the general, administrative and store operating expense rate.

In 1999, the operating incone rate was 9.5% versus 25.9%in 1998. Excl uding
speci al and nonrecurr|n% itens in both years, the operating incone rate was 9.3%
in 1999 versus 7.3%in 1998. The rate inprovenent was driven by a 2.6%increase
in the gross incone rate, which nore than offset a 0.6%increase in the general
admini strative and store operating expense rate

I nterest Expense

In 2000, the Canany incurred $16.7 nmillion and $58.2 nillion in interest
eXPense for the fourth quarter and year, conpared to $20.9 million and $78.3
milion in 1999 for the sane periods. These decreases were primarily the result
of | ower average borrow ngs during 2000, due to the maturity of $100 million in
termdebt in August 1999 and the npany’ s redenption of $300 mllion in
floating rate notes between Novenber 1999 and February 2000.
Fourth Quarter Year
2000 1999 2000 1999 1998

Average daily

borrowi ngs (millions) $778 $969 $717 $970  $808
Average effective

interest rate 7.6% 8. 7% 7.9% 8.1% 8.5%

O her | ncone, Net

mllion
osses

For the fourth quarter of 2000, other incone (expense), net, was ($5.0)
versus $3.4 nillion in 1999, The decrease prinarily relates to equity In
of investees in 2000. For fiscal year 2000, other incone was $20.4 nillion
conpared to $40.9 nmillion in 1999. The decrease was due equally to a decline in
i nterest incone because of |ower average invested cash balances and an increase
in the equity in |osses of investees. The decrease in average i nvested cash

bal ances was a result of various financing activities in 2000 and 1999 (see
"Liquidity and Capital Resources" section on page 9).

Gain on Sale of Subsidiary Stock

As discussed in Note 1 to the Consolidated Financial Statements, effective
August 31, 1999, a third party purchased a 60% nmgjority interest in Galyan’s. As
a result, the Conpany recorded a pretax gain on sale of subsidiary stock of $11
mllion, offset by a $6 million provision for taxes. In addition, the revised
tax basis of the Conmpany’ s remaining investment in Galyan's resulted in an
additional $7 million deferred tax expense.

O her Data

The follow ng adjusted income information %ives effect to the significant
transactions and events in 2000, 1999 and 1998 that inpacted the conparabilit
of the Company’'s results. These itens are nore fully described in the "Specia
and Nonrecurring Itens" section included herein and in Note 2 to the

Consol i dat ed Fi nanci al Statenents.

Managerent believes this presentation provides a reasonable basis on which to
present the adjusted incone information. Although the adjusted incone
i nformation should not be construed as an alternative to the reported results
determ ned in accordance with generally accepted accounting principles, it is
provided to assist in investors’ understanding of the Conpany’s results of
operations.



1 FINEEK1194320.EX13]00004.PIP
1] THE LI

EDGAR only
Form 10-K

EDG 19- APR-2001 06: 13

TED, INC R R Donnel l ey (614) 471-9730

<PAGE>

?ﬁ*usted I ncone | nformation

Ilions except per share anopunts)

<TABLE>
<CAPTI ON>

Reported

Adj ust ment s

11999
Adj ust ment s

<S>

Net sales

G oss incone

General, adninistrative and
store operation expenses
Special and nonrecurring items, net
Qperating incone

Interest expense

Qther incore, net

Mnority interest

Gain on sale of subsidiary stock
I ncome before income taxes
Provision for income taxes

Net income

Net income per share ,
Vi ght ed average shares outstanding
</ TABLE>

<TABLE>
<CAPTI ON>

<S>
Net sales
G oss incone
Ceneral, administrative and
store operation expenses
Special and nonrecurring items, net
Operating, incone
I nterest expense
O her income, net
Mnority interest
Gain on sale of subsidiary stock
I ncome before incone taxes
Provision for incone taxes
Net income
Net inconme per share .
Vétghted average shares outstanding
</ TABLE>

<G
$ 10,10;

2,561
( g1$
(59
20
(69)
759
331
$ 428

$ 0.96
443

Adj ust ed

s

67
&

Adj ust ed

<C
$ 9,544
3,249

(2,349)

%
41

(73)
790
345
445

$
$ 0.97
456

Notes to Adjusted Inconme |Information

A) Excl uded busi nesses

TOO and A&F results were excluded in determning adjusted results for

Adj ust ed Reported
<C <C
$ 10, 105 $ 9,766
3,437 3,323
- 2,561 2,416
0 (2,561) ( zﬁ
Toom B
(1) (10 (79
- - 11
9 768 832
4 335 371
5 $ 433 $ 461
$ 097 $ 1.00
443 456
1998
Report ed Adj ust nent s
<C <C
$ 9,365 $ 528
2,940 177
(2,256) 136
1,740 1,740
2,424 1,781
(69) -
60 -
(64) 2
2,351 (1,779
305 SSl
$ 2,046 $ (1,728
$ 4.15
493

<C
$ 8,837
2,763

(2, 120)
(&9
60
(62)
572
254
318

$
$ 0.68
465

1999

and 1998 as a result of their spin-off on August 23, 1999 (TOO) and split-off

on May 19, 1998 (A&F).

B) Special itens

The foll owing special itens were excluded in determning adjusted results:

In 2000, a $9.9 million charge to close Bath & Body Works’

the United Ki ngdom

In 1999, a $36.6 mllion reversa

costs for Henri Bendel

nine stores in

of aliability related to downsizing
an $11.0 mllion gain fromthe purchase by a third

party of a 60%nmejority interest in Galyan's and a $13.1 nillion charge for
transaction costs related to the TOO spin-off.

In 1998, a $1.651 billion tax-free gain on the split-off of A&, a $93.7
mllion gain fromthe sale of the Conpany’s renaining interest in Brylane
and a $5.1 mllion charge for severance and other associate term nation

costs at Henri Bendel

C) Provision for incone taxes

The tax effect of the adjustments for excluded businesses and s
was cal cul ated u5|n8 t he Conpany’ s overal
9 the Conpan

Additionally, in 19

effective rate of 40
s $11.0 mllion pretax gain fromthe

Eecial i tens
%

Gal yan’ s transaction descri bed aﬁove resulted in a $6.0 mllion provision for

taxes, and the revised tax basis of the Co
Galyan’s resulted in an additiona

D) Wi ghted average shares outstandi ng

Total wei

transacti on.

FI NANCI AL CONDI T1 ON

Liquidity and Capital Resources

Cash provided by operating activities and funds avail able from commercia
backed by bank credit agreements provide the resources to support current

$7.0 m |

ht ed average shares outstanding were reduced as of the be
1998 by the 94.2 mllion Limted shares tendered in the A& split-o

any’ s remaini ng investnent
ion deferred tax expense.

in

i nni ng of
pr e

paper
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operations, projected growth, seasonal funding requirenents and capita
expendi t ures.

? srrnary)of t he Conpany’s working capital position and capitalization foll ows
mllions):

2000 1999 1998
Cash provided by
operating activities $769 $599 $577
Wor ki ng capital $1, 068 $1, 049 $1, 127
Capitalization
Long-t er m debt $400 $400 $550
Shar ehol ders’ equity 2,316 2,147 2,167
Total capitalization $2,716 $2, 547 $2, 717

Addi tional anounts
avai | abl e under |ong-term
credit agreenents $1, 000 $1, 000 $1, 000

The Company considers the following to be relevant nmeasures of liquidity and
capi tal resources:

Debt-to-equity ratio 17% 19% 25%
(Lonﬁ-tern1debt di vi ded
by sharehol ders’ equity)

Debt -t o-capitalization ratio 15% 16% 20%
(Long-term debt divided
by total capitalization)

Interest coverage ratio . 19x 15x 14x
(I'ncome, excluding speci al
and nonrecurring Items and
gain on sale of subsidiary
stock, before interest expense,
i ncone taxes, depreciation and
anortization divided by interest
expense) . .

Cash tflow to capital investnent. 172% 159% 166%
(Net cash provided by operating .
activities divided by capital expenditures)

The Conmpany’ s operations are seasonal in nature and consist of two principa

sel l'ing seasons: S?flﬂ? (the first and second quarters?.and fall (the third and
fourth quartersg. he fourth quarter, including the holiday season, has
accounted for 35% 34% and 35% of net sales in 2000, 1999 and 1998. Accordingly,
cash requirenents are highest in the third quarter as the Conpany’s inventory
builds in anticipation of the holiday season, which generates a substantia
portion of the Conpany’s operating cash flow for the year

Qperating Activities

Net cash provided by operating activities, the Conpany's prinmary source of
Hgggidity, was $769 million in 2000, $599 million Iin 1999 and $577 million in

The primary differences in cash provided by operating activities between 2000
and 1999 were due to changes in inventories, accounts payable, accrued expenses
and i ncone taxes. The cash used for inventories was higher in 2000 than 1999
because of relatively higher inventories at the apparel businesses at February
3, 2001. The net increase in accounts payable and accrued expenses versus 1999
related to higher inventories and timng of payments. The reduction in the
change in incone tax accruals primarily related to a 1999 paynent of $112
mlliron for taxes and interest related to an Internal Revenue Service assessment
for previous year’'s taxes (see Note 6 to the Consolidated Financial Statenents).

The primary differences in cash provided by operating activities between 1999
and 1998 were due to significant inprovenent in net incone excluding special and
nonrecurring items and changes in inventories and inconme taxes.

I nvesting Activities

In 2000, major investing activities included $446 million in capital o

expendi tures (see "Capital Expenditures" section on page 10), and $22 nillion in
t

n
net expenditures associated with the Easton project (see "Easton Real Estate
I nvest nent” section on page 10).

In 1999, investing activities included the follow ng: 1L $352 mllion
decrease in restricted cash related to the rescission of the Contingent Stock
Redenption Agreenent; 2) $182 nmillion in proceeds fromthe third party purchase
of a 60% majority interest in Galyan's and the sale of related property; 3) $375
million in capital expenditures; and 4) $11 million in net proceeds associ ated
with the Easton project.

In 1998, major investing activities included $347 million in capital .
expendi tures, $131 million in proceeds fromthe sale of the Conpany’s renainin
i nvestnent in Brylane, Inc. and $31 nillion in net proceeds associated with th
East on proj ect.

g
e

Fi nancing Activities

Fi nancing activities in 2000 included repayment of $150 million of term debt,
redenption of the $100 million Series Ctloating rate notes and quarterly

di vi dend payments of $0.075 per share or $128 mllion for the year. In addit
t he Conpany repurchased 8.7 million shares of its commpn stock for $200 mlli
Finally, in 2000, IBl repurchased 8.8 million shares of its common stock for
$198 mllion, of which 7.4 mllion shares were repurchased on a proportionate
basis from The Limted for $167 nillion. The repurchase had no net cash flow

n,

0
on.

Page 9
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igFact to The Linted and did not change The Limted' s 84% ownership interest in

Noncash financing activities in 2000 included a two-for-one stock split in
the formof a stock dividend distributed on May 30, 2000 to sharehol ders of
record on May 12, 2000. Shareholders’ equity reflects the reclassification of an
anount equal "to the par value of the increase in issued cormon shares ($108
mllion) frompaid-in capital to common stock. Also, in conjunction with the
stock split, the Conmpany retired 163.7 nmillion treasury shares, representing
$4.3 billion at cost. A noncash charge was nmade agai nst retained earnings for
t he excess cost of treasury stock over its par val ue.

Fi nancing activities in 1999 included proceeds of $300 nmillion fromfloatin
rate notes, $200 nillion of which was repaid during the year, repaynment of $10
mllion of termdebt and quarterly dividend payments of $0.075 per share or $130
mllion for the year. The cash fromthe rescission of the Contingent Stock
Redenpti on Agreenent and ot her avail able funds were used to repurchase shares
under a sel f-tender, which was funded June 14, 1999. A total of 30 million
shares of the Company’ s comon stock were repurchased at $25 per share,
resulting in a cash outflow of $750 million plus transaction costs.
Additionally, IBlI conpleted a $500 million stock repurchase programthat began
in 1998 through the repurchase of 20.4 million shares of its conmon stock for
$404 mllion, of which 17.2 nmillion shares were repurchased on a proportionate
basis from The Linmited for $342 nillion. Financing activities also included a
$50 nillion dividend and a $12 million repaynent of advances to TOO in
connection with its spin-off.

Page 10
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10 Financing activities in 1998 included three stock repurchases: one by the
Conpany and two by IBl. First, to reduce the inpact of dilution fromthe
exerci se of stock options, the CbnpanY used $43 nmillion of proceeds from stock
option exercises to repurchase 3.8 mllion shares of its commpn stock. Second,
in January 1999, IBlI initiated the $500 nmillion stock repurchase program and
rePurchased 55 mllion shares of its common stock for $96 million, of which 4.6
mllion shares were repurchased on a proportionate basis fromThe Limted for
$81 million. Finally, under a rePurchase program conpl eted in August 1998, |IB
repurchased 9.4 million shares of its common stock fromits public sharehol ders
for $106 million. These repurchased shares were specifically reserved to cover
shares needed for enployee benefit plans. Qther financing activities in 1998
i ncluded quarterly dividend paynents of $0.065 per share or $124 nillion for the
ear, and the paynent of $48 nillion to settle the A&F interconpany bal ance at

y 19, 1998, the date of its split-off.

The Company has available $1 billion under its long-termcredit agreenent,
none of which was used as of Februar¥ 3, 2001. Borrow ngs under the agreenent,
i f any, are due Septenber 28, 2002. The Conpany al so has the ability to offer up
to $250 mllion of additional debt securities under its shelf registration
st at ement .

STORES AND SELLI NG SQUARE FEET
A summary of stores and selling square feet by business follows:

<TABLE>
<CAPTI ON>

End of Year Change Fro

Plan 2001 2000 1999 2001-2000

<S> < < < <C
Express

Stores 653 667 688 814;
Selling square feet 4,172,000 4,288, 000 4,429,000 (116, 000

Lerner New York
Stores 515 560 594 8453
Selling square feet 3,761,000 4,163,000 4,592,000 (402, 000

Lane Bryant
Stores 652 653 688 glg
Selling square feet 3,135,000 3,162,000 3,343,000 (27,000

Linted Stores
Stores 374 389 443 8153
Selling square feet 2,326,000 2,445,000 2,749,000 (119,000

Structure
Stores 446 469 499 823;
Selling square feet 1,782,000 1, 885, 000 1,978, 000 (103,000

Total apparel businesses
Stores 2,640 2,738 2,912 8983
Selling square feet 15, 176, 000 15, 943, 000 17,091, 000 (767,000

Victoria's Secret Stores
Stores 1,019 958 896 61
Selling square feet 4,610, 000 4,207,000 3,976, 000 403, 000

Bath & Body Wrks
Stores 1,635 1,432 1,214 203
Selling square feet 3,544,000 3,039, 000 2,490, 000 505, 000

Total Intimte Brands
Stores 2,654 2,390 2,110 264
Selling square feet 8, 154, 000 7,246, 000 6, 466, 000 908, 000

Henri Bendel
Stores 1 1 1
Selling square feet 35, 000 35,000 35, 000

Total retail businesses

Stores 5,295 5,129 5,023 166
Selling square feet 23, 365, 000 23,224,000 23,592, 000 141, 000
</ TABLE>

Capi tal Expenditures

Capi tal expenditures amounted to $446 nmillion, $375 million and $347 mllion for
2000, 1999 and 1998, of which $324 nillion, $277 mllion and $237 nmillion were
for new stores and for the renpdeling of and |nFrovenent$ to existing stores.
Remai ni ng capital expenditures are primarily related to information technol ogy,
di stribution centers and investnments in intellectual property assets.

The Conpany antici pates spending $470 to $500 mllion for capita
expenditures in 2001, of which $330 to $360 nillion will be for new stores and
for the renpdeling of and inprovenments to existing stores. Remaining capita
expenditures are primarily related to information technol ogy and distribution
centers. The Conpany expects that 2001 capital expenditures w |l be funded
principally by net cash provided by operating activities.

The Company expects to increase selling square footage by approx
140,000 square feet in 2001. It is anticipated that the increase w
fromthe addition of apPrOX|nately 300 to 340 stores (prinmarily wt
of fset by the closing of approximately 150 stores (primarily within

busi nesses).

East on Real Estate |Investnent

Page 11

2000-1999

(141,660
(429,030
(161, 030
(304, 000

(53,00

(174;
(1, 148,000

62
231,000

218
549, 000

280
780, 000

106
(368, 000)
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The Company’'s real estate investnments include Easton, a 1,200-acre planned
comunity in Colunbus, Chio, that integrates office, hotel, retail, residentia
and recreational space. The Conpany’s I nvestments |n.Fartnersh|ps, [ and and
infrastructure within the Easton property were $74 nillion at February 3, 2001
and $54 million at January 29, 2000.

Included in these investments is a non-controlling interest in a partnership
that owns and is devel oping the Easton Town Center, a commercial entertainment
and shoppi ng center. DurlnE.ZOOO, the Conpany and i1ts partners nodified their
agreenent and the partnership borrowi ngs in order to devel op the "Fashion
District”" in the Easton Town Center. The partnership’s principal funding source
is a $189 million secured |oan, $126 million of which was outstanding at
February 3, 2001. The Conpany and one of its partners have guaranteed the first
$75 nillion of this [oan. The CbnEany does not anticipate that it will be
required to advance funds to the Easton Town Center Fartnershlp in order for the
partnership to neet its debt service costs on these [oans. The Conpany and one
of its partners have al so guaranteed the conpletion of the Fashion District and
%ndengg ied the | ender against any environnental matters related to the Easton

own Center.

~I'n 2000, Conpany cash expenditures for the Easton devel opnent total ed $30
mllion, including a loan to the partnership of $18 nillion, and the Conpany
received net sales and other proceeds totaling $8 nmillion. In 1999 and 1998, the
Conpany received net sales and other proceeds of $32 nmillion and $65 nillion
whi ch exceeded its cash expenditures of $21 million and $34 mllion

Recently | ssued Accounting Pronouncenents

Statement of Financial Accounting Standards ("SFAS') No. 133, "Accounting for
Derivative Instrunents and Hedgi ng Activities," subsequent|ly anended and
clarified by SFAS No. 138, is effective for the Conpany’'s 2001 fiscal year. It
requires that derivative instrunents be recorded at fair value and that changes
intheir fair value be recognized in current earnings unless specific hedging
criteria are net. The Cbnﬁany's use of derivatives Is linmted, and the adoption
of SFAS No. 133 will not have a material inmpact on its consolidated financial
statenents.

Energi ng | ssues Task Force ("EITF") Issue No. 00-14, "Accounting for Certain

Sal es Incentives,"” will be effective in the second quarter of 2001 and addresses
t he accounting and classification of various sales incentives. The Conpany has
determi ned that adopting the provisions of the EITF Issue will not have a
material inpact on Its consolidated financial statenents.

Mar ket Ri sk

Managenent bel i eves the Conpany’s exposure to interest rate and nmarket risk
associ at ed Yﬁth financial instruments (such as investnents and borrow ngs) is
not naterial.

Page 12
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<PAGE>
| mpact of Inflation

The Company’s results of operations and financial condition are presented based
on historical cost. Wile It is difficult to accurately neasure the inpact of
inflation due to the inprecise nature of the estimates required, the Conpany
believes the effects of inflation, if any, on the results of operations and
financial condition have been mnor.

Saf e Harbor Statement under the Private Securities
Litigation Reform Act of 1995

The Conpany cautions that any forward-|ooking statenents §as such termis
defined in the Private Securities Litigati on Reform Act of 1995) contained in
this Report or made by managenent of the Conpany involve risks and uncertainties
and are subkect to change based on various inportant factors, many of which may
be beyond the Conpany's control . Accord|nPIy, t he Conmpany’ s future performance
and financial results may differ materially fromthose expressed or inplied in
any such forward-|ooking statenents. The follow ng factors, anpbng others, in
sone cases have affected and in the future could affect the Conpany’s financial
erformance and actual results and could cause actual results for 2001 and

eyond to differ materially fromthose expressed or inplied in any forward-

| ooki ng statenents included in this Report or otherw se made by managenent:
changes in consuner spending patterns, consumer preferences and overall economic
conditions, the inpact of conpetition and pricing, changes in weather patterns,
political stability, currency and exchange risks and changes in existing or
potential duties, tariffs or quotas, postal rate increases and charges, paper
and printing costs, the availability of suitable store |ocations at appropriate
terns, the ability to devel op new nerchandi se and the ability to hire and train
associ ates. The Conpany does not undertake to publicly update or revise its
forward-1ooking statenments even if experience or future changes nmake it clear
that any projected results expressed or inplied therein will not be realized.

<TABLE>
<CAPTI ON>
CONSOLI DATED STATEMENTS CF | NCOVE

Page 13

2000 1999
<S> < <C <
Net sales $10, 104, 606 $ 9,766,220 $ 9,364,750
Costs of goods sol d, buying and occupancy (6,667, 389) (6,443,063) (6,424, 725)
G oss incone , , 3,437,217 3,323,157 2,940, 025
General, administrative and store operating expenses (2,561, 201) (2,415, 849) (2,256, 332)
Special and nonrecurring itens, net 29,900) 23,501 1,740, 030
Qperating income 866, 116 930, 809 2,423,723
I nterest expense (58, 244) (78,297) (68, 528)
O her incone, net 20, 378 40, 868 59,915
Mnority interest (69, 345) (72,623) (63, 616)
Gain on sale of subsidiary stock - 11,002 -
I ncone before incone taxes 758, 905 831, 759 2,351, 494
Provision for income taxes 331,000 371,000
Net income $ 427,905 $ 460,759 $ 2,046, 494
Net income per share:
Basi ¢ $ 1.00 $ 1.05 $
Diluted $ 0. 96 $ 1.00 $
</ TABLE>
The acconpanying Notes are an integral part of the Consolidated Fi nanci al
St atement s.
<TABLE>
<CAPTI O\>
CONSOLI DATED STATEMENTS OF SHAREHOLDERS' EQUITY
(Thousands)
Conmon St ock Treasury Tota
Shares . _ Ret ai ned Stock, at  Sharehol ders
Qut st andi ng Par Value  Paid-In Capital Earnings  Average Cost Equity
<S> <C <o < <G <C <C
Bal ance, January 31, 1998 545, 600 $180, 352 $ 148,018 $3, 553, 982 $(1,896,587) $ 1,985,765
Net income - - - 2,046, 494 - 2,046, 494
Cash di vi dends - - - (124, 203) (124, 203)
Repurchase of commn stock (3,780) (43,095) (43,095)
Split-off of Abercrombie & Fitch (94, 150) (5,584) (1,766,138) (1,771,722
Exercise of stock options and ot her 5,474 - 9,196 - 64, 524 73,720
Bal ance, January 30, 1999 453, 144 $180, 352 $ 157,214 $5, 470, 689 $(3,641,296) $ 2,166,959
Net income . - . 460, 759 -
Cash divi dends (130, 449) (130, 449)
Repur chase of common stock
including transaction costs (30, 000) - - - (752,612) (752,612)
Spin-off of Linited Too (24,675) (24,675)
Resci ssion of contingent stock
redenption agreenent . 9,375 7,639 334, 586 351, 600
Exercise of stock options and ot her 6, 784 - 13,521 (1,539 63,513 75, 495
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Bal ance, January 29, 2000 429, 928 $189, 727 $ 178,374 $ 6,109,371 $(4,330,395) §$ 2,147,077
Net incone - - - 4217, 905 - 427,905
Cash di vi dends (127, 549) (127, 549)
Repur chase of common stock,

including transaction cost s (8,746) - - - (199, 985) (199, 985)
Retirement of treasury stock (81, 869) (4,241,052) 4,322,921
Two- for-one stock split 107, 858 (107, 858)
Exercise of stock options and ot her 4,761 380 12,987 (806) 56, 446 69, 007
Ba;l _alx_rxgl_éebr uary 3, 2001 425,943 $216, 096 $ 83,503 $ 2,167,869 $ (151,013) $ 2,316,455
< >

The acconpanying Notes are an integral part of the Consolidated Fi nanci al
St at ement .
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<TABLE>
<CAPTI ON>
12 CONSOLI DATED BALANCE SHEETS
(Thousands)
<S> <C <C
Assets February 3, 2001 January 29, 2000
Current assets
Cash and equival ents $ 563,547 $ 817,268
Accounts receivabl e 93, 745 108, 794
I nventories 1,157, 140 1, 050, 913
O her 253, 366 307, 780
Total current assets 2,067, 798 2,284,755
Property and equi pnent, net 1,394,619 1,229,612
Deferred i ncome taxes 132,028 125, 145
Gt her assets 493, 677 486, 655
Total assets $4, 088, 122 $4, 126, 167

Liabilities and Sharehol ders’ Equity

Accounts payabl e $ 273,021 $ 256, 306
Current portion of |ong-term debt 250, 000
Accrued expenses 581, 584 538, 310
Income taxes 145, 580 190, 936
Total current liabilities 1,000, 185 1, 235, 552
Long-term debt 400, 000 400, 000
CGther long-termliabilities 228, 397 224,530
Mnority interest 143, 085 119, 008
Sharehol ders’ equity
Common st ock 216, 096 189, 727
Paid-in capital 83,503 178, 374
Ret ai ned earni ngs 2,167,869 6,109, 371
2,467, 468 6, 477, 472
Less: treasury stock, at average cost (151, 013) (4,330, 395)
Total sharehol ders’ eqU|ty 2,316, 455 2,147,077
Total liabilities and sharehol ders’ equity $4, 088, 122 $4, 126, 167
</ TABLE>

The acconpanyi ng Notes are an integral part of these Consolidated Financi al
St at enment s.

<TABLE>
<CAPTI O\>
CONSCLI DATED STATEMENTS OF CASH FLOAS
(Thousands)
<S> <C <C <C
Qperating Activities 2000 1999 1998
Net income $427, 905 $460, 759 $2, 046, 494
Adj ustnents to reconcile net incone to net cash

provided by (used for) operating activities:
Depreciation and anortization 271,146 272,443 286, 000
Speci al and nonrecurring items, net of incone taxes 5,900 (13,501) (1,705, 030)
Mnority interest, net of dividends paid 47,046 50, 517 40, 838
Loss on sale of subsidiary stock, net of incone taxes 2,198
Change in Assets and Liabilities
Accounts receivable 15, 049 (36, 775) 4,704
[ nventories (106, 227) (54, 270) (153, 667)
Accounts payabl e and accrued expenses 52,989 (20, 201) 45, 580
I ncone taxes (9,761) (83,637) 25, 895
Other assets and liabilities o 65, 048 21,208 g13,439)
Net cash provided by operating activities 769, 095 598, 741 77,375
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Net proceeds (expenditures) related to

Easton real estate investnent (22, 485) 10, 635
Net proceeds fromsale of partial interest in
subsidiary and investee - 182, 000
Decrease in restricted cash _ , o - 351, 600
Net cash provided by (used for) investing activities (468, 661) 168, 830
Financing Activities
Repaynment of |ong-term debt (250, 000) (300, 000)
Proceeds fromissuance of |ong-term debt 300, 000
Repur chase of conmon stock, including transaction costs (199, 985) (752, 612)
Repurchase of Intimate Brands, Inc. comon stock (31, 391) (62,639)
Di vi dends pai d (127, 549) (130, 449)
Di vidend received fromLinited Too 50, 000
Settlement of Limited Too (1999) and Abercronbie &

Fitch (1998) interconpany accounts - 12,000
Proceeds from exercise of stock options and ot her 54,770 63, 080
Net cash used for financing activities 5554,1553 (820,620;
Net |ncrease_(decreaseL in cash and equivalents 253,721 853,049
Cash and equival ents, beginning of year 817, 268 70, 317
Cash and equival ents, end of year $563, 547 $817, 268
</ TABLE>

The acconpanyi ng Notes are an integral part of these Consolidated Financi al
St at ement s.

NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS

1. Sunmary of Significant Accounting Policies
Princi pl es of Consolidation

The Limted, Inc. (the "Conpany") sells wonmen’s and nmen’s apparel, wonen’'s
!ntlnate.anarel and personal care products under various trade names through
Lts.spe0|a ty retail stores and direct response (catal og and e-commerce)

usi nesses.

_ The consolidated financial statements include the accounts of the Conpany and
its subsidiaries, including Intinmate Brands, Inc. ("IBI"), an 84% owned
subsidiary. Al significant interconmpany bal ances and transactions have been
elimnated in consolidation. The consolidated financial statenents include the
results of Galyan's Trading Co. (?Gﬂlyan’s"l.through August 31, 1999, when a
third party purchased a na£0r|ty interest; Limted Too ("TOO') through August

23, 1999, when it was established as an i ndependent conpany; and Abercrombie &
Fitch ("A&F") through May 19, 1998, when it was established as an i ndependent

conpany.

. Investnents in unconsolidated affiliates over which the Conpany exercises
significant influence but does not have control, including Galyan's for periods
after August 31, 1999, are accounted for using the equity nmethod The Conpany’s
share of the net income or |oss of those unconsolidated affiliates is included
in other incone (expense).

Fi scal Year

The Company's fiscal year ends on the Saturday closest to January 31. Fisca
years are designated in the financial statements and notes by the cal endar year
in which the frscal year conmences. The results for fiscal year 2000 represent
the fifty-three-week period ended February 3, 2001 and results for fiscal years
1999 and 1998 represent the fifty-two-week periods ended January 29, 2000 and
January 30, 1999.

Cash and Equi val ents

Cash and equival ents include anpbunts on deposit with financial institutions and
noney market investments with original nmaturities of |ess than 90 days.

| nventori es

Inventories are principally valued at the | ower of average cost or market, on a
first-in first-out basis, using the retail nethod.

Store Supplies

The initial shipment of selling-related supplies (including, but not limted to,
hangers, S|gna?e, security tags and packaging) is capitalized at the store
opening date. I'n lieu of anortizing the initral balance, subsequent shipnents
are expensed, except for new merchandi se Fresentation programs, which are
capitalized. Store supplies are periodically adjusted as appropriate for changes
in actual quantities or costs.

Di rect Response Advertising

Di rect response advertising relates primarily to the production and distribution
of the Conpany’s catal ogs and is anortized over the expected future revenue
stream which is principally three nonths fromthe date catal ogs are mailed. A
ot her advertising costs are expensed at the tine the pronotion first appears in
nmedia or in the store. Catalog and advertising costs anpunted to $359 mllion
$324 million and $303 million in 2000, 1999 and 1998.
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Long-lived Assets

Depreci ati on and anortization of propertK and equi pnent are conputed for
financial reporting Purposes on a straight-line basis, using service |lives
rangi ng princi pall rom10 to 15 years for building and | easehol d i nprovenents,
and 3 to 10 years tfor other property and equi pment. The cost of assets sold or
retired and the related accunul ated depreciation or anortization are renpved
fromthe accounts with any resulting gain or loss included in net incone.

Mai nt enance and repairs

Page 17
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are pharPed to expense as incurred. Major renewals and betternments that extend
service lives are capitalized
Goodwi || is anortized on a straight-line basis over 30 years. Additionally,
goodwi I | related to a 1998 buyback of 1Bl stock reverses as the shares are

rei ssued to cover shares needed for enployee benefit plans. The cost of
intellectual property assets is anortized based on the sell-through of the

rel ated products, over the shorter of the termof the |license agreenent or the
estimated useful life of the asset, not to exceed 10 years.

~ Long-lived assets are reviewed for inpairnment whenever events or changes in
ci rcunstances indicate that full recoverability is questionable. Factors used in
the valuation include, but are not limted to, managenent’s plans for future
operations, brand initiatives, recent operating results and projected cash

ows.

Il ncone Taxes

The ConRany accounts for income taxes using the asset and liability nethod.
Under this nethod, deferred tax assets and liabilities are recognized based on
the difference between the financial statement carrying ampunts of existing
assets and liabilities and their respective tax bases. Deferred tax assets and
liabilities are neasured using enacted tax rates in effect in the years when
those temporary differences are expected to reverse. The effect on deferred
taxes of a change in tax rates is recognized in incone in the period that

i ncl udes the enactnent date.

Shar ehol ders’ Equity

At February 3, 2001, 500 million shares of $0.50 par value conmobn stock were
authorized and 432.2 million shares were issued. At February 3, 2001 and January
29, 2000, 425.9 mllion shares and 429.9 nillion shares were outstanding. Ten
mllion shgres of $1.00 par value preferred stock were authorized, none of which
were i ssued.

On May 2, 2000, the Conpany declared a two-for-one stock split ("stock
SE|II") in the formof a stock dividend distributed on May 30, 2000 to
sharehol ders of record on May 12, 2000. Sharehol ders’ equity reflects the
reclassification of an anount equal to the par value of the increase in issued
common shares ($107.9 n1ll|on?.fron1pa|d—|n capital to commpn stock. In
conjunction with the stock split, the Conpany retired 163.7 mllion treasury
shares with a cost of $4.3 billion. A noncash charge was made agai nst retained
earnings for the excess cost of treasury stock over its par value. Al share and
pe{.share data throughout this report has been restated to reflect the stock
split.

Al so in 2000, the Company repurchased 8.7 million shares of its comon stock
for $200 million.

On June 3, 1999, the Conpany conpleted an issuer tender offer by purchasin
30 mllion shares of its commpn stock at $25 per share and on May 19, 1998, the
Conpany acquired 94.2 million shares of its commpn stock via a tax-free exchange
offer to establish A& as an i ndependent conpany (see Note 2)

Revenue Recognition

The Company recogni zes sal es upon custoner receipt of the nerchandi se. Shipping
and handling revenues are included in net sales and the related costs are
included in costs of goods sold, buying and occupancy. Revenue for gift .
certificate sales and store credits is recognized at redenption. A reserve is
provi ded for projected nerchandi se returns based on prior experience.

The Company’ s revenue recognition policy is consistent with the gui dance
contained 1 n the Securities and Exchange Conmi ssion’s Staff Accounting Bulletin
No. 101, "Revenue Recognition in Financial Statenments," the adoption of which
did not have a material effect on the consolidated financial statenents.

Ear ni ngs Per Share

Net inconme per share is conputed in accordance with Statenent of Financial .
Accounting Standards ("SFAS‘L No. 128, "Earnings Per Share." Earnings per basic
share is computed based on the wei ghted average nunmber of outstanding common
shares. Earnings per diluted share includes the weighted average effect of
dilutive options and restricted stock on the weighted average shares

outstandi ng. Additionally, earnings per diluted share includes the inpact of the
dilutive options and restricted stock at |IBl as a reduction to earnings. This
resulted in a $0.01 reduction to 2000 and 1999 earnings per diluted share and no
i npact to 1998 earnings per diluted share.

( Thousands)
Wi ght ed Average Conmon
Shares Qut standi ng 2000 1999 1998
Basi c shares . 427, 604 439, 164 481, 814
Effect of dilutive options

and restricted stock 15, 444 16, 400 10, 824
Di | uted shares 443, 048 455, 564 492, 638

The conput ation of earnings per diluted share excludes options to purchase 1.1
million, 0.6 mllion and 4.4 million shares of common stock in 2000, 1999 and
1998, because the options’ exercise price was greater than the average market
price of the conmon shares during the year. In addition, shares that were
previously sub+ect to the Contingent Stock Redenption Agreement (see Note 8)
were excluded fromthe dilution calculation in 1998 because their redenption
woul d not have had a dilutive effect on earnings per share.
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Gai ns on Sale of Subsidiary Stock

Gains in connection with the sale of subsidiary stock are recognized in the
period the transaction is closed.

_Effective August 31, 1999, an affiliate of Freeman, Spogli & Co. (together
wi th Gal yan’s managenent) purchased a 60% mgjority interest in Galyan’s, and the
Company retained a 40% interest. In addition, the CbnRany sold certain property
for $71 mllion to a third party, which then | eased the property to Galyan s
under operatln? | eases. The Conpany received total cash proceeds fromthese
transactions o apPrQX|nater $182 million, as well as subordinated debt and
warrants of $20 mllion from Galyan’s. During the first five years, interest (at
12%to 13% on the subordinated debt may be paid in kind rather than in cash.
The transactions resulted in a third quarter pretax gain on sale of subsidiary
stock of $11 nmillion, offset by a $6 million provision for taxes. In addition
the revised tax basis of the Company’ s remaining investment in Galyan' s resulted
in an additional $7 mllion deferred tax expense.

Use of Estimates in the Preparation of Financial Statenents

The preparation of financial statements in conformity with generally accepted
accounting principles requires managenent to nmake estimates and assunptions that
affect the reported anpunts of assets and liabilities at the date of the
financial statements and the reported anmpbunts of revenues and expenses during
the reporting period. Because actual results may differ fromthose estinates,
the.FbgPany revises its estimates and assunptions as new i nformation becones
avai | abl e.

Recl assi ficati ons

In the fourth quarter of 2000, the Canany adopt ed Energgng | ssues Task Force
"EI TF") Issue No. 00-10, "Accounting or Shi pping and Handl i ng Fees and Costs."
a result, the Conpany reclassified shipping and handling revenues from
general, administrative and store operating expenses to net sales. The rel ated
shi pping costs were reclassified fromgeneral, adnministrative and store
oEeratlng eernses to costs of goods sold, buying and occupancy. Additionally,
t he Conpany has recl assified discounts on sales to associates as a reduction to
net sal es. Such discounts were Ereviously recorded in general, administrative
and store operating expenses. These and certain other prior year ampunts have
been reclassified to conformto the current year presentation

2. Special and Nonrecurring ltens

During the fourth quarter of 2000, the Conpany recorded a $9.9 nillion special
and nonrecurring charge to close Bath & BOdK rks’ United Kingdom stores. All
nine stores are scheduled to close during the first quarter of 2001. The charge
consi sted of store and other asset wite-offs of $4.9 mllion and accruals for

| ease termination and other costs of $5.0 nmillion

DUfiDP the fourth quarter of 1999, the Company recogni zed the reversal of a
$36.6 million liability related to downsizing costs for Henri Bendel, initial
recogni zed as a special and nonrecurring charge to operating incone in 1997. The
execution of the plan to downsize the remaining Henri Bendel store in New York
was primarily based on negotiations with the original |andlord. However, a
change in landlords ultimately resulted in the termnation of negotiations
during the fourth quarter of 1999, which prevented the conpletion of the

ori gi nal Elan. As a result, the Conmpany reversed the $36.6 mllion liability

t hrough the special and nonrecurring itens classification

~On July 15, 1999, the Conpany’s Board of Directors approved a formal plan to
pin-off Limted Too. The record date for the spin-off was August 11, 1999, with
Imted sharehol ders receiving one share of Too, Inc. (the successor conpany to
imted Too% commpn stock for every seven shares of Linmited common stock held on
hat date. The spin-off was conpleted on August 23, 1999. The Conpany recorded
he spin-off as a $25 million dividend, which represented the carrying val ue of
the net assets underlying the comon stock distributed. As part of the
transaction, the Conpany received total proceeds of $62 million that included a
$50 million dividend from TOO and a $12 million repaynent of advances to TOO
During the second quarter of 1999, the Conpany recoghized a $13.1 nillion charge
for transaction costs related to the spin-off.

s
L
L
t
t

On May 19, 1998, the Conpany conpleted a tax-free exchange offer to establish
A&F as anh independent conpany. A total of 94.2 nmillion shares of the Conpany’s
common stock were exchanged at a ratio of 0.86 of a share of A& comon stock
for each Linmted share tendered. In connection with the exchange, the Conpany
recorded a $1.651 billion tax-free gain. This gain was neasured based on the
$21.81 per share market value of the A& common stock at the expiration date of
t he exchange offer. In addition, on June 1, 1998, a $5.6 mllion dividend was
effected t rough a pro rata spin-off to sharehol ders of the CbnpanY's r emai ni ng
6.2 mllion A& shares. Limted sharehol ders of record as of the close of
trading on May 29, 1998 received .013673 of a share of A&  for each Limted
share owned at that tine.

. Durin? the first quarter of 1998, the Conpany recogni zed a gain of $93.7
milion fromthe sale of 2.57 million shares of Brylane at $51 per share,
representing its remaining interest in Brylane. This gain was partially offset
by a $5.1 mllion charge for severance and other associate termination costs
related to the closing of five of six Henri Bendel stores. The severance charge
was paid in 1998.
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14 .

3. Property and Equi pnent, Net

( Thousands)

Property and Equi prent, at Cost 2000 1999

Land, buil dings and inprovenents $ 362,997 $ 390,121

Furniture, fixtures and equi pnent 2,079, 567 2,020, 651

Leasehol ds and i nprovenents 655, 736 498, 232

Construction in progress 46, 748 35, 823

Tot al o . . 3, 145, 048 2,944, 827

Less: accunul ated depreciation and anortization 1,750, 429 1,715,215

Property and equi prent, net $1, 394, 619 $1, 229, 612

4. Leased Facilities, Commitments and Conti ngencies

Annual store rent consists of a fixed mni mumanmount and/or contingent rent
based on a percentage of sales exceeding a stipulated anount. Store |ease terns
general ly require additional payments covering taxes, conmon area costs and
certain other expenses.

For |l eases that contain predeterm ned fixed escal ations of the m ni mum
rentals and/or rent abatenents, the Company recognizes the related renta
expense on a straight-line basis and records the difference between the
recogni zed rental expense and amounts payabl e under the | eases as deferred | ease
credits, which are included in other long-termliabilities. At February 3, 2001
anFIJanuary 29, 2000, this liability anpunted to $106.9 nmillion and $124.5
mllion.

( Thousands)
Rent Expense 2000 1999 1998
Store rent.
Fi xed m ni mum $624, 769 $635, 543 $666, 729
Cont i ngent 57, 300 53,371 39, 642
Total store rent 682, 069 688, 914 706, 371
Equi pnent and ot her 29, 051 32,201 22,511
Total rent expense $711, 120 $721, 115 $728, 882

At February 3, 2001, tP Conpany was comitted to noncancel abl e | eases with

e
remai ning terns generally fromone to twenty years. A substantial portion of
these conmmitnents consists of store leases with initial terms ranging fromten
to twenty years, with options to renew at varying terns.

( Thousands)

M ni mum Rent Conmitments Under Noncancel abl e Leases

2001 $644, 469

2002 611, 467

2003 562, 669

2004 507, 577

2005 441, 874
Thereafter 959, 268

The Conmpany has a non-controlling interest in a partnership that owns and is
devel opi ng the Easton Town Center, a commercial entertai nment and shopping
center in Colunbus, Chio. The Partnersh|p’s principal funding source is a $189
mllion secured loan, $126 nillion of which was outstanding at February 3, 2001
The Conpany and one of its partners have guaranteed the first $75 mllion of
this loan and conpletion of the "Fashion District" within the Easton Town
Center. The Conpany and one of its partners have also indemified the |ender
agai nst any environmental matters related to the Easton Town Center

5. Accrued Expenses

( Thousands)

Accrued Expenses 2000 1999
Conpensation, payroll taxes and benefits $ 84, 885 $110, 803
Def erred revenue 130, 729 125, 500
Taxes, other than incone 56, 782 46, 878
I nt er est 10, 504 18, 053
O her 298, 684 237,076
Tot al $581, 584 $538, 310

6. | ncome Taxes

( Thousands)
Provi sion for |ncone Taxes 2000 1999 1998
Currently payabl e
Feder al $251, 700 $389, 000 $194, 100
State 27,700 58, 000 ,
For ei gn 6, 000 2,100 4,500
Tot al 285, 400 449, 100 237, 400
Deferred

Feder al 16, 500 (82, 100) 53, 100
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State 29, 100 4,000 14, 500
Total 45, 600 78, 100) 67, 600
Total provision $331, 000 $371, 000 $305, 000

The foreign conponent of pretax incone, arising.Principally from overseas
sourcing operations, was $69.7 mllion, $41.5 nillion and $65.5 mllion in
2000, 1999 and 1998.

Reconciliati on Between the Statutory Federa

I ncome Tax Rate and the Effective Tax Rate 2000 1999 1998
Federal income tax rate 35. 0% 35. 0% 35. 0%
State i ncone taxes, net of

Federal incone tax effect 4.5% 4.5% 4.5%
O her itenms, net 0. 5% 0. 5% 0. 4%
Tot al 40. 0% 40. 0% 39. 9%

The reconciliation between the statutory Federal incone tax rate and the .
effective incone tax rate on pretax earnings excludes mnority interest and, in
1998, the nontaxable gain fromthe split-off of A&F.

~I'ncone taxes payable included net current deferred tax liabilities of $14.1
mllion at Februar¥ 3, 2001. OGther current assets included net current deferred
tax assets of $38.5 mllion at JanuarY 29, 2000. Incone tax paynents were $315.5
mllion, $408.8 nillion and $241.7 million for 2000, 1999 and 1998.

The Internal Revenue Service has assessed the Conpany for additional taxes
and interest for the years 1992 to 1996 relating to the undistributed earnings
of foreign affiliates for which the Conpany has provided deferred taxes. On
Septenber 7, 1999, the United States Tax Court sustained the position of the IRS
with respect to the 1992 year. In connection with an appeal of the Tax Court

+udgnent, in 1999 the CbnpanK made a $112 nillion paynent of taxes and interest
or the years 1992 to 1998 that reduced deferred tax liabilities. Managenent

believes the ultimate resolution of this matter will not have a material adverse
ef fect on the Conpany’s results of operations or financial condition
<TABLE>
<CAPTI O\>
(Thousands)
Effect of Tenporary
Differences That Gve Rise 2000 1999
to Deferred Income Taxes Asset s Liabilities Tot al Assets Liabilities
< <C <C <C <C <C
Tax under book

depreciation $ 3,400 - $ 3,400 $ 14,800
Undi stribut ed

earnings of

foreign affiliates - $ (34,700) (34, 700) - $ (28,100)
Special and

nonrecurring itens 30, 100 - 30, 100 37,100
Rent 24, 400 - 24, 400 54,900
Inventory . 25, 200 - 25, 200 46, 300
I nvestments in unconsol i dat ed

affiliates 5,500 - 5,500 . (3,800)
State incone

taxes 41,200 - 41,200 34,000 -
O her, net _ 22,900 - 22,900 55, 200 §46,800;
Total deferred inconme taxes $152, 700 $ (34,700) $ 118,000 $ 242,300 $ (78,700
</ TABLE>
7. Long-term Debt
( Thousands)
Unsecured Long-term Debt 2000 1999
7 1/ 2% Debentures due March 2023 $250, 000 $250, 000
7 4/ 5% Notes due Nb% 2002 150, 000 150, 000
9 1/8% Notes due February 2001 - 150, 000
Floating rate notes - 100, 000

. 400, 000 650, 000

Less: current portion of |ong-term debt - 250, 000
Tot al $400, 000 $400, 000

The 7 1/ 2% debentures may be redeenmed at the option of the Conmpany, in whole or
in part, at any tinme on or after March 15, 2003, at declining prem uns.

The Conpany nmintains a $1 billion unsecured revolving credit agreenent (the
“Agreenent”), established on Septenber 29, 1997. Borrow ngs outstandi ng under
the Agreenent, if any, are due Septenber 28, 2002. However, the revolving term
of the Agreenent may be extended an additional two years upon notification by
t he Company on Septenber 29, 2001, subject to the approval of the |ending banks.
The Agreenent has several borrowing options, including interest rates that are
based on either the lender’'s "base rate," as defined, LIBOR CD- based options or
at a rate submtted under a b|dd|ng process. Facilities fees payable under the
Agreement are based on the Conmpany’s long-termcredit ratings, and currently
approxi mate 0.1% of the conmitted anpbunt per annum

The Agreement supports the Conmpany’ s commercial paper program which is used
fromtime to time to fund working capital and other general corporate
requi renents. No commercial paper or ampunts under the Agreement were
outstandi ng at February 3, 2001 and January 29, 2000. The Agreenent contains
covenants relating to the Conpany’s working capital, debt and net worth.

~ The Conpany has a shelf registration statement, under which up to $250
mllion of debt securities and warrants to purchase debt securities may be

(28, 100)
37,100
54, 900
46, 300
(3,800)
34,000

8,400
$ 163, 600
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i ssued.

Interest paid was $65.8 mllion, $81.3 million and $68.6 mllion in 2000,
1999 and 1998.

8. Contingent Stock Redenption Agreenent and Restricted Cash

On May 3, 1999, the Cbnpan¥ Leslie H Wexner, Chairman and CEO of the Co any,
agd The Wexner Childre rust (the "Trust") entered into an agreenent (t
"Resci ssi on
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Agreenent") rescinding the Contingent Stock Redenﬁéion Agreenent dated as of
January 26, 1996, as anended, anopng the Conpany, . \Wexner and the Trust.
Pursuant to the Rescission Agreenent, the rights and obligations of the Conpany,
M. Wexner and the Trust under the Contingent Stock Redenption Agreenent were
term nated, and the Conpany used the $351.6 million of restricted cash to
purchase shares in the Conpany’s tender offer, which expired on June 1, 1999.

The Conpany earned interest of $4.1 nmillion and $17.9 nmillion in 1999 and
1998 on the restricted cash.

9. Stock Options and Restricted Stock

Under the Conpany’s stock plans, associates may be Eranted up to a total of 62.9
mllion restricted shares and options to purchase the Conpany’s commpn stock at
the market price on the date of grant. Options generally vest 2596Per year over
the first four years of the grant. O the options granted, 0.6 mllion in 2000,
5.0 mllion in 1999 and 4.6 mllion in 1998 had ?raduated vesting schedul es of
six or nore years. Options have a maxi mumterm of ten years.

Under separate |Bl stock Elans, | Bl associates may be granted up to a tota
of 36.8 mllion restricted shares and options to purchase |IBl’s commmpn stock at
the market price on the date of grant. As of Februar¥ 3, 2001, options to
purchase 14.5 nmillion I Bl shares were outstanding, of which 4.6 million options
wer e exercisable. Under these plans, options generally vest over periods from
four to six years.

The Conpany neasures compensation expense under APB Opi ni on No. 25,
"Accounting for Stock Issued to Enployees," and no conpensation expense has been
recogni zed for its stock option plans. In accordance wth SFAS No. 123,
“Accounting for Stock-Based Conpensation," the fair value of each option grant
is estimated on the date of grant using the Bl ack-Schol es option-pricing node
di scussed bel ow. |f conpensation expense had been determned using the estimted
fair value of options under SFAS No. 123, the pro forma effects on net incone
and earnings per share, including the inpact of options issued by IBl, would
have been a reduction of approxinately $22.3 mllion or $0.05 per share in 2000,
T$887 mllion or $0.04 per share in 1999 and $13.9 nmillion or $0.03 per share in

The meighted aver age per share fair value of options granted ($5.19, $5.64
and $4.16 during 2000, 1999 and 1998) was used to calculate the pro form
conpensation expense. The fair value was estimated using the Bl ack-Schol es
option-pricing nodel with the follow ng me|9hted aver age assunptions for 2000,
1999 and 1998: dividend yields of 2.3% 2.1%and 2.2% volatility of 36% 32%
and 29% risk-free interest rates of 5% 7% and 5% assuned forfeiture rates of
20% 20% and 20% and expected lives of 4.3 years, 5.2 years and 6.3 years.

Restricted Shares

Approxi matel y 41,000, 1,040,000 and 1,716,000 restricted Linmted shares were
granted in 2000, 1999 and 1998, with market val ues at date of grant of $0.7
million, $18.5 nillion and $27.4 nillion. Restricted shares generall¥.vest
either on a graduated scale over four years or 100% at the end of a fixed
vest|ng period, principally five years. In 1999, 100,000 restricted shares were

granted with a graduated vesting schedul e over six years. Approxinatelr 314, 000
restricted shares granted in 1999 include performance requirenments, all of which
were net.

Addi tionally, the eernse recogni zed fromthe issuance of IBI restricted
st ock 8rants i npacted t e.CbnpanK s consolidated results. |Bl granted 59, 000,
340, 000 and 850,000 restricted shares in 2000, 1999 and 1998. Vesting terms for
the 1Bl restricted shares are simlar to those of The Linmted. The market val ue
of restricted shares is being anortized as conpensation expense over the vesting
period, generally four to six years. Conpensation expense related to restricted
stock awards, including expense related to awards granted at |Bl, amunted to
$15.0 million in 2000, $28.8 mllion in 1999 and $31.3 mllion in 1998.

Stock Options Qutstanding at February 3, 2001

<TABLE>
<CAPTI O\> ‘ _ _ _
Options Qutstanding Options Exercisable
<S> <G <G < <G <
\iéi ght ed . _
Aver age Viéi ght ed Viéi ght ed
Range of RenalnlnF Average Average
Exerci se Nunber Cont ract ua Exer ci se Nunber Exer ci se
Prices Qut st andi ng Life Price Exercisabl e Price
$7-$10 8, 649, 000 5.8 $9 3, 889, 000 $9
$11-$15 10, 732, 000 6.3 $12 4,232,000 $12
$16- $20 8,990, 000 8.4 $16 2,193,000 $16
$21- $27 1, 836,000 9.0 $22 160, 000 $22
$7-$27 30, 207, 000 6.9 $13 10, 474, 000 $12
</ TABLE>
<TABLE>
<CAPTI ON>
Wi ghted Average
_ o Nunber  of Option Price
Stock Option Activity Shar es Per Share
1998
<S> <C <C
Qut standi ng at beginning of year 28, 140, 000 $9.85
G anted 7,770,000 13.16
Exerci sed 4,878,000 9.31
Cancel ed 1,186, 000 12.13
Qut standing at end of year 9, 846, 000 $10.71

Options exercisable at end of year 8,908, 000 $9.79
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1999 _ o

Qut standing at beginning of year 29, 846, 000

Granted 10, 014, 000

Exer ci sed 5, 348, 000

Cancel ed 1,938, 000

Qutstanding at end of year 2,574,000

gggbons exerci sabl e at end of year 8,114,000

Qut standi ng at beginning of year 32,574,000

G anted 4,075, 000

Exerci sed 4,157,000

Cancel ed 2, 285,000

Qutstanding at end of year 0,207, 000

Options exercisable at end of year 10, 474, 000

</ TABLE>

10. Retirenent Benefits

The Conpany sponsors a qualified defined contribution retirement plan and a
nonqual | fi ed suppl emental retirement plan. Participation in the qualified plan
is available to all associates who have conpleted 1,000 or nore hours of service
with the Conpany during certain 12-nonth periods and attai ned the age of
Participation in the nonqualified plan is subject to service and conpensation
requirenments. Canany contributions to these plans are based on a percentage of
associ ates’ eligible annual conpensation. The cost of these plans was $57. ¢
million in 2000, $53.7 nmillion 1n 1999 and $52.5 nillion in 1998. The liability
for the nonqualified plan at February 3, 2001 and January 29, 2000 ampunted to
$107.0 mllion and $87.1 million and is included in other long-termliabilities.

11. BFeratives, Fair Value of Financial Instrunents and Concentration of Credit
S

The Conpany uses forward contracts on a limted basis, in order to reduce narket
ri sk exposure associated with fluctuations in foreiPn.currency rates on a smnal
vol une of its merchandi se purchases. These financial instrunents are designated
at inception as hedges, and are nonitored to determine their effectiveness as
hedges. The Conpany does not hold or issue financial instruments for trading

pur poses.

At January 29, 2000, the Conpany had an interest rate swap that effectively
changed the Conpany’s Interest rate exposure on $100 nmillion of variable rate
debt to a fixed rate of 8.09%through July 2000. There were no interest rate
swaps outstanding at February 3, 2001

Fai r Val ue

The carrying value of cash equival ents, accounts receivable, accounts payable,
current portion of |ong-termdebt, and accrued exPenses approxi mates fair val ue
because of their short naturity. The fair value o !onP-tern1debt is estinated
based on the quoted market prices for the same or simlar issues or on the
current rates offered to the Conpany for debt of the sane remaining maturities.
The estimated fair value of the Conmpany’s |ong-term debt at February 3, 2001 and
January 29, 2000 was $396.4 nillion and $371.8 million conpared to the carrying
val ue of $400.0 million in 2000 and 1999.

Concentration of Credit Risk

The Company is subject to concentration of credit risk relating to cash and
equi val ents. The Conmpany nai ntai ns cash and equi val ents with various maj or
financial institutions, as well as corporate conmercial paper. The Conpany
nonitors the relative credit standing of these financial institutions and ot her
entities and linmts the anount of credit exposure with any one entity. The
Conpany al so nonitors the creditworthiness of the entities to which it grants
credit ternms in the nornmal course of business.

12. Segnent |Information

The Company identifies oBerating segnents based on a business’'s operating
characteristics. Reportable segnments were determ ned based on simlar econonic
characteristics, the nature of products and services and the net hod of
distribution. The anareI segment derives its revenues from sales of wonmen' s and
men's apparel. The Intimate Brands segment derives its revenues from sal es of
worren’ s I ntinmate and other apparel, and personal care products and accessories.
Sal es outside the United States were not significant.

The Company and | Bl have entered into interconpany agreenments for services
that include merchandi se purchases, capital expenditures, real estate managenent
and | easi ng, inbound and outbound transportati on and corporate services. These
agreenments specify that identifiable costs be passed through to I Bl and that
other service-related costs be allocated based on various nethods. Costs are
Rgssed t hrough and allocated to the apparel businesses in a simlar manner.

nagenent believes that the nethods of allocation are reasonable.

As a result of its spin-off, the operatin% results of TOO are included in the
"Cther" category for all periods presented. The operating results of Galyan's
(whi ch were consolidated through August 31, 1999 and accounted for using the
equity nethod thereafter) are also included in the "Qther" category.
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<PAGE>
( Thousands)
<TABLE>
<CAPTI O\> , .
_ Appar el Intimite Reconci | i ng
Segrment | nformation Busi nesses Brands * Ot her Itens Tota
2000
<S> <C <C
Net sales $4,948, 829 $5, 117,199 $ 38,578 - $10, 104, 606
I ntersegnent sal es 628, 766 - - + $ (628, 766) -
Depreciation and
anortization 99,109 122,172 49, 865 - 211, 146
Qperating income (l0ss) 123,477 754, 356 gl,817) **59,900) 866, 116
Total assets 1,160, 758 1,457, 348 1, 356, 953 [\ 113,063 4,088, 122
Capital expenditures 115, 879 245,127 170 - 446, 176
1999
Net sales $4,708, 681 $4, 632,029 $ 425,510 - $ 9,766,220
I ntersegnent sal es 570, 659 - - + $ (570, 659) -
Depreciation and
anortization 107, 810 104, 625 60, 008 - 212,443
Qperating incone (lo0ss) 131,728 793,516 g17,936) # 23,501 930, 809
Total assets 1,106, 072 1,384,432 1,611,922 N 23,741 4,126, 167
Capital expenditures 118,710 205,516 51,179 - 375, 405
1998
Net sal es $4,588, 887 $3, 988, 594 $ 787,269 - $ 9,364,750
I ntersegnent sal es 457, 204 - - + $ (457,204) -
Depreciation and
anortization 126, 438 101, 221 58, 341 - 286, 000
Qperating income (l0ss) 345,353) 670, 849 58, 197 @ 1,740,030 2,423,723
Total assets 1,186, 243 1,448,077 1,909, 528 I\ 5,860 4,549,708
Capi tal expenditures 68, 695 121,543 157,118 - 347, 356
</ TABLE>
* Included in the "Oher" category are Henri Bendel, Galyan's through August
31, 1999?, TQO (through August 23, 1999), A&F (through May 19, 1998), non-
core real estate, equity investnents and corporate. ne of the busi nesses
included in "Qther" are significant operating segnents.
+ Represents intersegnent sales elinination
/\ Represents intersegment receivabl e/ payable elinination
Speci al and nonrecurring itens--
** 2000: a $9.9 million charge for Intimate Brands to close Bath & Body Wrks’
nine stores in the United Ki ngdom
# 1999: 1% a $13.1 nmillion charge for transaction costs related to the TOO
spin-off; and 2) the reversal of a $36.6 mllion liability related to
downsi zi ng costs for Henri Bendel. These special ite relate to the "Qther"
cat egory.
@ 1998: 1) a $1.651 billion tax-free gain on the split-off of A&F, ZE a $93.7
mllion gain fromthe sale of the Conpany’'s remaining interest in Brylane;
and 3) a $5.1 nmillion charge for severance and other associate ternination
costs related to the closing of Henri Bendel stores. These special itens
relate to the "Qther" category.
13. Quarterly Financial Data (Unaudited)
Sunmarized quarterly financial results for 2000 and 1999 fol |l ow (thousands
except per share anpunts):
<TABLE>
<CAPTI ON> , ,
2000 Quarters * First Second Third Fourth
<S> <C <C <G <G
Net sal es $2,124, 986 $2,289, 317 $2,168, 375 $3,521, 928
G oss incone 698, 047 742,418 719,555 1,277,197
Net income 62, 950 77,573 49,231 238, 151
Net income per share:
Basi ¢ $ 0.15 $ 0.18 $ 0.12 $ 0.56
Diluted 0.14 0.17 0.11 0.54
1999 Quarters *
Net sales $2,117, 068 $2, 289, 250 $2, 064, 068 $3,295, 834
Gross incone 647, 036 727,930 656, 992 1,291,199
Net income 45, 451 57, 482 41, 362 316, 464
Net income per share
Basi ¢ $ 0.10 $ 0.13 $ 0.10 $ 0.74
Diluted 0.10 0.12 0.09 0.70
</ TABLE>

* Net sales and gross income for 1999 and the first three quarters of 2000
reflect the reclassification of shipping and handling revenues and costs and
associ ate di scounts (see Note 1).

2000: Special and nonrecurring i ion charge in the
fourth quarter to close Bath & B t
[ [

tens luded a $9.9 mil
0
1999: Special and nonrecurring it

ems inc ( I
dy Wrks' nine stores in
ens inc

he United Ki ngdom
ns [uded a $13.1 mll

on charge in the



Page 26
1 FINEEK?}94320.EX13]00011.P|P EDGAR only EDG 19-APR-2001 06:14  BLK: 00-000-0000 00: 00
1] ] THE LIMTED, INC. Form 10-K R R Donnelley (614) 471-9730 899 V3.1

second quarter for transaction costs relate
reversal of a $36.6 nillion liability in th
downsi zi ng costs for Henri Bendel

d the TOO spin-off and the
e rt

to
fourth quarter related to

MARKET PRI CE AND DI VI DEND | NFORNVATI ON

The Company’s common stock is traded on the New York Stock Exchange ("LTD') and
the London Stock Exchange. On February 3, 2001, there were approximtely 77,000
sharehol ders of record. However, when including active assocl ates who
participate in the Conpany’'s stock purchase plan, associates who own shares

t hrough Company-sponsored retirement plans and others hol ding shares in broker
accounts under street nanes, the Conpany estimates the sharehol der base to be
approxi mately 190, 000.

. ~ Market Price Cash Di vi dend
Fi scal Year 2000 Hi gh Low Per Share
4t h quarter $27.78 $14. 44 $0. 075
3rd quarter 24.92 18.18 0. 075
2nd quarter 25. 58 20. 79 0. 075
1st quarter 25.61 14. 23 0. 075
Fi scal Year 1999
4th quarter $21.91 $15. 25 $0. 075
3rd quarter * 22.97 18. 22 0. 075
2nd quarter 25.06 22.09 0. 075
1st quarter 22.00 17. 13 0. 075

* Limted Too was spun off to The Limted shareholders in the formof a
di vidend val ued at approximately $1.18 per share on the date of the spin-off
(August 23, 1999).
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To the Board of Directors and
Shar ehol ders of The Limted, Inc.:

I'n our opinion, the acconPanying consol i dated bal ance sheets and the rel ated
consol i dated statenments of incone, shareholders’ equity and cash flows present
fairly, in all material respects, the financial position of The Limted, Inc.
and its subsidiaries at February 3, 2001 and January 29, 2000, and the results
of their operations and their cash flows for each of the three years in the
peri od ended February 3, 2001 (on Eages.11-16) in conformty with accounting
principles generally accepted in the United States of America. These financi al
statenents are the responsibility of the CbnRany’s.nanagenent; our
responsibility is to express an opinion on these financral statenents based on
our audits. W conducted our audits of these statements in accordance with
audi ting standards generally accepted in the United States of America, which
require that we plan and performthe audit to obtain reasonabl e assurance about
whet her the financial statenents are free of material msstatement. An audit

i ncl udes exam ning, on a test basis, evidence supporting the amunts and

di sclosures in the financial statenents, assessing the accounting principles
used and significant estimates nade bg managenent, and eval uating the overal
financial statenment presentation. W believe that our audits provide a
reasonabl e basis for our opinion

/'s/ Pricewat erhouseCoopers LLP
Col umbus, Chio
March 1, 2001
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