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Profile

With operations on five continents, Owens-lilinois is one of the world's
leading manufacturers of packaging products. We are the largest
manufacturer, the low-cost producer, and the leader in technology in most
of the major market segments we serve. Qur leadership position is built
on our daily pursuit of innovation — developing packaging solutions for
customers throughout the world. Because of our longstanding customer
relationships and our leadership in technology, we are well positioned to
grow with the product development activities of our broad base of blue

chip customers.

Glass Containers

Owens-llinois is the largest manufacturer of glass conlainers in
North America, South America, Australia, and New Zealand, and one
of the laigest in Europe. Approximately one of every two glass
conlainers made worldwide is manufactured by O-1, our affiliates, or
our licensees.

2001 net sales: $3.6 billion (66% of company-wide net sules)

O-lis the leading glass container manufacturer in 17 of the 19 countries
where we compete and the sole manufacturer in eight of those countries.
Technology network: 24 companies in 24 countries.

Principal end-uses: malt beverages including beer and ready-to-drink

low-alcohol refreshers, food, tea, juice, liquor, wine, pharmaceuticals,

actice Pacl:« 5
Plastics Packaging

O-1 is a leading North American supplier of plastics packaging

including consumer products (blow-molded containers, injection-
molded closures and dispensing systems), and prescription contain-
ers. As such, we are one of the few suppliers able lo provide customers
with a total package consisting of both container and closure. The
compary also has plastics packaging operations in South America,
Furope, Australia, and New Zedaland.

2001 net sales: $1.8 billion (34% of company-wide net sales)
Technology network: 24 companies in 14 countries.

Principal end-uses: the leading North American plastics packaging
supplier in each of four end-use categories: food and heverage products
(excluding soft drinks and water); household, chemical, and automotive

fluid products; personal care items; health care products.
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B fter operating under very challenging conditions during the past
three vears, e are now beginning to benefit from a number of key developments.
These favorable factors, some of which began to emerge during the second half of
2001, are creating 4 positive outlook for our businesses in 2002 and beyond.

Some of the key reasons for our improved outlook are highlighted below.
Growing unit volumes. With growth from existing markets as well as from
successful product introductions by major customers, our worldwide

- packaging businesses are benefiting from increased demand.

Lower cost structures. As a result of major restructuring and capacity

realignment initiatives in 2000 and 2001, we have reduced fixed costs, increased

productivity, and improved our competitive position.
Improved market dynamics. Due to the emergence of new opportunities for  Joseph H. Lemieux

Chairman and Chief Executive Officer
glass packaging, our North American glass container operations are benefiting
from improving supply-demand conditions.
Moderating energy costs. After unusually large increases beginning late in 2000, energy costs declined in the second
half of 2001 and are expected to be below prior-year levels through most of 2002.
Reduced currency volatility. Recent results of our international operations, as reported in U.S. dollars, have been
hurt by weak foreign currencies. We believe that key foreign currencies are now stabilizing, providing an improved
environment for year-over-year comparisons.

We believe that these positive developments are a well-earned reward for our resolve, despite the adverse conditions
of recent years, to stick to our strategy of being the leading supplier in virtually all of the major market segments that we
serve. This leadership position is built on our daily pursuit of innovation - delivering value-added packaging solutions to
customers throughout the world. As a measure of our commitment to this strategy, we have invested, over the past five years
alone, more than $2.3 billion in capital expenditures, excluding acquisitions, and $342 million for research, development,
and engineering. Our return on this investment is a continuing stream of cost, quality, productivity, and product design

advantages that we have achieved through technology.




Blue Chip Customers

Because of our global leadership we have established preferred supplier relationships with many of the world’s blue chip
producers of food, beverage, household, personal care, and pharmaceutical products. These longstanding customer
relationships, combined with our leadership in technology, make us a preferred supplier for new products, giving us the
opportunity to grow through the product development activities of our multi-national customers.

Our leadership in technology also has enabled us to build global licensing networks that provide additional
avenues for participation in the worldwide growth of the packaging industry. We license our proprietary glass container
technology to 24 companies in 24 countries and have technical assistance agreements in plastics packaging with 24
companies in 14 countries. These licensee networks provide a stream of revenues to support our ongoing development
activities. They also enable us to share best practices in manufacturing productivity and product innovation across the
entire company and throughout the worldwide licensee networks.

Our North American glass, international glass, and plastics packaging operations each generates about one-third
of our sales and cash flow. This represents a well balanced portfolio of businesses — some of which, such as North
American glass, are capable of generating strong cash flow, while otheré, such as many of our international glass and

plastics operations, have good growth potential.

Investing in Productivity

Glass container production in the United States and Canada is in the final stages of a long consolidation process, with only
three principal manufacturers today compared with nearly 30 separate glass container producers 25 years ago. Our
position as the leading producer is the result of consistent improvements in productivity that have enabled us to signifi-

cantly outpace our competitors. Over the last 10 vears, we have more than doubled our overall glass container labor and

machine productivity in the U.S. We continue to achieve productivity improvements, both in North America and around
the world, through our ongoing investments in glass container technology.

In the U.S. and Canada we produce bottles for product categories in which glass holds a strong position versus
other packaging materials because of premium image, shelf life, cost and other economic considerations. Major product
conversions from glass, such as soft drinks and isotonic beverages, are now largely behind us. Other products that may

convert are relatively small and should be offset by growth in wine and malt beverages including beer and ready-to-drink

low-alcohol refreshers.
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Beer is by far the largest product category for glass containers in the U.S. and Canada. This has been a growing

market due in part to a continuing shift by brewers from cans to glass. In 2001, glass captured 45% of the packaged beer
segment in the United States, up from only 32% in 1991. Based on discussions with major customers, we believe that this
trend will continue. The U.S. beer industry also expects to experience increased demand over the next several years due to

favorable demographic trends.

New Source of Demand
At the same time, the introduction of a new category, ready-to-drink low-alcohol refreshers, or “malternatives,” has
created a significant new source of demand for glass containers in the U.S. and Canada. The popularity of these new
products has improved supply-demand conditions for glass containers. We expect this to have an especially positive
impact in 2002 because of moderating energy costs. Natural gas prices were well above prior-vear levels during the first
half of 2001 but moderated in the second half. Going forward, we expect a significant reduction in vear-over-year energy
costs for most of 2002.

In the context of these favorable market conditions, our acquisition of glass container assets in Canada last
October has been especially opportune. These assets include six manufacturing plants of Consumers Glass, the only
Canadian producer, with annual sales of approximately U.S. $300 million.

We were able to acquire these assets as part of a court-approved restructuring plan. While it will take several years
to bring them up to our productivity standards, we are already achieving anticipated synergy savings and the acquisition
will be accretive to earnings in 2002. All in all, we expect significant earnings and cash flow improvement from our U.S.

and Canadian glass businesses going forward.

International Growth
Our strong glass container position in the U.S. and Canada is mirrored by our international operations. We are the
leading producer in 17 of the 19 countries where we manufacture glass and the only producer in eight of those countries.
Demand in these international markets continues to grow, driven by several long-term factors - the growing popularity
and availability of branded, prepackaged foods and beverages, the conversion of returnable bottles to recyclable glass
bottles, and the growth of several regional wine industries, especially in Australia and Italy.

In addition, demographic and economic trends in certain developing regions are creating a favorable environ-

ment for long-term growth in demand for glass containers. These areas include portions of South America, Eastern and

Central Europe, and the Asia Pacific region, where per capita use of glass containers is relatively low but growing.




As measured in U.S. dollars, the growth of our international businesses has been hurt over the past two years
because of the relative weakness of foreign currencies, especially the euro and the Australian dollar. We believe that these
currencies have now stabilized, which should enable us to report good growth in U.S. dollar-denominated sales and cash

flow going forward.

Value-Added Technology

While plastics packaging is a larger and more diverse industry than glass containers, our concentration at Owens-Illinois is
on products and end-use markets where we believe that we can add value through technology. With expertise in a wide
range of plastics manufacturing processes, we are one of the few suppliers with the capability to provide customers with a
total package including both container and closure.

In pursuing growth opportunities, our plastics operations focus on end-uses where custorers seek distinctive and
functional packaging to differentiate and enhance their products. In so doing, we have established ourselves as the
leading North American plastics packaging supplier in each of four end-use categories: food and beverage products,
excluding soft drinks and water; household, chemical, and automotive fluid products; personal care items; and health care
products.

Our strategy involves leveraging our technical strengths to gain a competitive advantage and generate profitable
growth. For food and beverage customers, we are developing multi-layer technologies that allow the use of post-consumer
recycled plastics while providing improved oxygen and carbon dioxide barriers. We also are developing new tamper-
evidence technologies for closures.

For household, chemical, and automotive fluid products, we are developing high-productivity blow-molding
processes that are also capable of incorporating post-consumer recycled plastics into the containers. For personal care
products, we are developing blow-molding processes that offer both high productivity and the flexibility required to
accommodate the wide range of container shapes and sizes that characterize this market. We also focus on innovative
dispensing systems for personal care items.

To serve the health care market, which is our best growth market for plastics packaging, we are putting into place
a nationwide network of FDA-approved clean room manufacturing facilities. We also are developing new container barrier

technologies to improve the shelf life of pharmaceutical products, and we are building on our leadership position in the

design and manufacture of child-resistant closure systems.
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Dependable Cash Flow
Because of our market and technology leadership, we have consistently generated substantial cash flows, an important
factor in our ability to manage asbestos-related liabilities. In addition, due to Owens-Illinois” minor involvement, its
exposure to asbestos-related litigation is limited. A former business unit of the company was a minor producer of an
asbestos-containing insulation material that was used only in specialized high-temperature industrial applications,
Perhaps most important is the fact that Owens-1llinois exited that business 44 years ago. As a result, the number of
claimants who may have been exposed to an Owens-Illinois manufactured product prior to the 1958 exit is much smaller
than the number of potential claimants for many other defendant companies which continued in that business well
beyond 1958.

The company expects that its asbestos-related payments will be moderately lower in 2002 compared to 2001.
In 2002, the company will continue to evaluate trends to determine whether further adjustment of the asbestos-related
liabilities is appropriate. For additional information on asbestos-related matters, see pages 46-47.

We continue to focus on a variety of initiatives to improve cash flow by reducing working capital. Although we
made progress in this area last year, we believe there are opportunities for significant additional improvement in 2002. In

addition, with several major projects now completed, we expect capital expenditures to decline in 2002.

Financial Flexibility

We have made considerable progress toward our continuing goal of improving financial flexibility. Total debt was reduced
by approximately $450 million during 2001, principally with proceeds from the sale of businesses that were not part of our
core glass and plastics packaging operations. As of December 31, 2001, total debt was $5.4 billion, the lowest year-end level
since 1997.

We benefited from the steep decline in short-term interest rates during 2001, as the U.S. Federal Reserve and other
central banks moved aggressively to ease monetary policy. With more than 60% of our outstanding debt allocated to bank
credit facilities, which are tied to floating short-term rates, these actions helped reduce our interest expense during 2001.
At the same time, however, we recognize that credit markets fluctuate and that short-term rates have fallen to unusually

low levels by historical standards. From a longer-term perspective, therefore, one of our objectives has been to reduce our

exposure to short-term floating-rate debt by replacing part of it with longer-maturity, fixed-rate securities.




Early in 2002, we were able to take a major step toward that objective with the sale by our Owens-Brockway Glass
Container Inc. subsidiary of $1 billion in seven-year Senior Secured Notes in the private placement market. Proceeds from
the sale were used to reduce floating-rate borrowings by Owens-Brockway under its bank credit facility

I believe that the success of this offering reflects an increasingly positive perception by capital markets of the
dependability of our cash flows. With short-term rates at historically low levels, this transaction will increase our interest
expense in the months ahead. However, it significantly extends our average debt maturity, reduces our exposure to rate

fluctuations, and enhances the future refinancing profile of the company.

Packaging Solutions
In closing,rl want to give special recognition to the people of Owens-Illinois for their outstanding contributions. It is
through their efforts that we have earned the recognition of blue chip customers around the world as their everyday source
of packaging solutions.

On behalf of all of us at Owens-Illinois, I also want to thank our fellow share owners for their continuing support,
especially during the challenges of the past three years. By sticking to our strategy during these difficult times, we have

placed ourselves in an excellent position to meet the growing demands of our worldwide customers and create value for

our share owners.

Joseph {. Lemieux

Chairman and Chief Executive Officer




glasscontainerpackagingsolutions  gmss .......,

10

Ever since Michael ]. Owens invented the first automatic 1. Ready-to-drink low-ajcohol
refreshers such as Smirnoff ice

bottle-making machine at the turn of the twentieth century, have hecome an important new
source of demand for glass
glass has changed the way consumers receive packaged goods. containers. j
Glass allows consumers to see and trust the freshness of 2. Campbell Soup Company
teamed up with Owens-Jilinois to
the products inside. Glass can convey a unique image through introduce new Prego Pasta Bake
Sauce, which allows cansumers
custom shapes and designs. Glass keeps products cold and to bypass pre-cooking pasta
noodles before baking 3
fresh longer than other packaging, For these reasons and casserole. J
!
more, glass continues to move products off store shelves all 3. In May 2001 we heljed launch
Sunny, the first fruit-based
over the world. heverage packaged in fon-
refillable glass hottles ﬁn
In fact, worldwide shipments by Owens-Illinois and its Ecuador. Since then, the ready-
to-drink beverage has grown
affiliates averaged approximately 100 million glass containers rapidly in consumer p:rularity.
aday in 2001. Our products literally touch the lives of 4. Thanks to its glass dontainer
forming techaology, 0-| reached
millions all over the world, every day. new levels of product guality in
2001 in containers supplied to
0-1 is the market leader in 17 of the 19 countries where gerber Products.

we manufacture glass and the only producer in eight of those

countries. In fact, approximately one of every two glass B Giass Containers
2 Plastics Packaging
l Other

containers made worldwide is manufactured by O-1, our

international affiliates, or our licensees.

With 68 facilities worldwide, Owens-Illinois has
established itself as the recognized global leader in glass
manufacturing. Through our continued pursuit of improved

quality, increased productivity, reduced bottle weights, lower

energy consumption, and outstanding service and design

capabilities, we intend to keep it that way.
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Since the first Owens-1llinois plastic bottles were produced in
1958, our plastics packaging operations have grown dramati-
cally and now account for a third of our company-wide net
sales.

Because of our expertise across a broad range of
packaging systems, proprietary technologies, materials, and
manufacturing processes, the plastics packaging businesses of
Owens-1llinois are the leading suppliers in most of the market
segments we serve.

By leveraging our technical strengths in these
markets, we gain 4 competitive advantage and generate
profitable growth. Our strategy focuses on produicts where we
can add value through technology.

O-1 has 64 plastics manufacturing facilities world-

wide. In addition, we have technical

 plasticspackagingsolutions
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assistance agreements or cross-licenses for plastics technology
with 24 companies in 14 countries, which further enhance
our participation in the worldwide growth of plastics

packaging.

B Giass Containers
M Plastics Packaging
I other

1. A revolutionary innavation for
prescription packaging, the
Remind Cap™ closure Heeps and
tlashes to remind consumers of
their prescribed dosage
scheilules. Developed and
manufactured by Remind Cap,
Ltd., the new closure is being
distributed in North America
exclusively by Owens-l‘linois.
2. Opened in 2001, nur] Innova-
tion Center is designed to
stimulate creative collaboration
with our customers and among
our various plastics packaging
businesses. !

|
3. By developing packayging of
unigue design, shape, and color,
we help marketers difierentiate
their products to enhapce their
appeal to consumers of all ages.

4. Qur expertise in prt{ducing j
injection-molded piasti¢s items

for the health care industry is

reflected in recently concluded i
agreements to manufacture ,‘
products for Med-Design :
Corporation, a leader in the |
design and development of ;
salety-engineered needle

products for medical use.

Owens-llinois
Product Segment Sales Far 2001

illion
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parts of the world, established markets in North America represent the
largest part of our business. We are the largest manufacturer of glass
containers in North America and a market leader in most of the North
American plastics packaging segments in which we compete.

Our glass container operations are benefiting from improved
supply-demand conditions in North America. Moreover, we expect a
significant reduction in year-over-year energy costs for most of 2002.
Under these circumstances, our 2001 acquisition of six glass container
manufacturing plants in Canada has come at an especially opportune
time and will significantly increase our ability to serve our custorners in
North America.

The U.S. and Canadian glass container markets include product
categories in which glass holds a strong position compared with other
packaging materials due to premium image, shelf life, cost, and other
economic considerations. Remaining products that may convert from
glass are relatively small and should be offset by growth in wine and malt
beverages including beer and ready-to-drink low-alcohol refreshers.

Beer is by far the largest glass end-use in the U.S. and Canada.
This has been a growing market due in part to favorable demographic
trends as well as an increasing preference by brewers for glass packaging.

For our plastics operations, technology and innovation are key.
We are the leading plastics packaging supplier in North America to
each of the four main end-use markets served: food and beverage
products (excluding soft drinks and water), household, chemical, and
automotive fluid products; personal care items; and health care
products.

Through advancements in technology, manufacturing, and
design, we have focused on pursuing growth opportunities by providing
our customers with distinctive and functional plastics packaging to

differentiate or enhance their products.

manufacturer of glass containers
i Merth America as well as he
leading North American plastics
packaging supplier it four key

end-use markels.

hanks to our
leadership in glass and
plastics packaginy, our

products find daily use in

millions of households.
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our European operations turned in a year of solid improvement in
2001. Unit shipments, sales, and EBIT all increased over prior year levels.

The improved European results came mostly from glass
container operations in Central Europe. This performance was
partially offset by costs related to a major furnace repair project that
originally had been scheduled for 2002.

Continued stability of foreign exchange rates should help our
European operations report improved year-over-year results in 2002.
Reported results of the European operations for 2001 were unfavorably

affected by the weakness of foreign currencies compared with the prior vear.

Central Europe continues to offer excellent potential for long-
term growth, driven by the rise of branded, prepackaged foods and the
growth of the Italian wine industry. 0-1 is favorably positioned to serve
this growing market, as we hold the No. 1 position in each of six
countries.

Our plastics packaging operations in Europe benefited from
increased unit shipments in 2001. U.S. dollar sales by the plastics
operations also increased despite adverse currency translation effects.
Plastics packaging operations are strategically positioned to serve
selected European customers and markets, with operations in Finland,

Hungary, the Netherlands, and the United Kingdom.

i

preferred suppliier to
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many of e worll's
llve chip producers of
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Europe R :
_Asia Pacific
- South America

ll addition to being one of the largest
manutacturers of glass

) . ) ‘ - containers in Euronpe, we have a

growing Furopean preSence in

plastics packaging.
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benefit from several favorable factors in 2002. » glass and glestics

Our Australian operations have improved productivity as a result operations are well positioned

of the completion in late 2001 of 2 multi-year program to increase wine o mest e epacted fong

term growth in demend for
bottle production. Our expanded plant in Adelaide is now the largest

quality packaging in the Asia
Owens-Illinois glass container manufacturing facility in the world and Pacific region.
our most productive wine bottle plant. With this major project now
behind us, capital expenditures in the Asia Pacific region are expected to
be lower in 2002.

We also expect a less volatile environment for foreign currencies

in 2002, which would benefit year-over-year comparisons as reported in

U.S. dollars. Since 1999, the exchange rate for the Australian dollar has

fallen by 20%.

We are the largest manufacturer of glass containers in the Asia
Pacific region. We are the largest glass container manufacturer in
Australia, New Zealand, and Indonesia. In China, where glass container
manufacturing is highly fragmented with a number of local competi-
tors, we have three modern glass container plants, principally serving
multi-national customers.

O-I affiliates in the region also offer an extensive range of plastics
packaging products, including containers and closures for personal care,
household, beverage, and other products.

In 2001 our Asia Pacific glass container operations benefited
from increased demand, a more favorable product mix, and lower he Asia Pacific

manufacturing costs. The plastics packaging operations in the region reglon contintes to affer

attractive long-term i
experienced lower production and shipment activity during the year. growth potential. Clas .
container usage in sore

countries ranges Irum]

only 5 to 10 per nersnjn

|
annually, compared with

120 in the United State}s.
1

|
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earnings improvement over the past two years, as the region continued » leadarsiip In glass
to recover from the effects of a severe recession in 1999. and plastics packaging
South America offers strong potential for long-term growth, provides Us WD epportutt
fies to grow by supporting the
as annual glass container usage ranges from 10 to 60 per person in produet devalpment

the region, compared with approximately 120 glass containers per activities of multinational

person in the United States. In addition, strong demand for Euslomers.

convenience packaging is expected to continue to contribute to unit

sales growth. We enjoy strong operating leverage, with significant
capacity already in place to meet increased demand.

0-1 is the largest glass container manufacturer in South
he environment for
America. We are the largest glass container producer in Brazil and .
long-term grown in South
Venezuela and the sole manufacturer of glass containers in Colom- America remains one of
bia, Ecuador, and Peru. the strongest in the world,
with per capita usage |]1|
Our South American plastics packaging operations are T — i
|
favorably positioned to grow as demand warrants, either by adding packaging still well heliow
new facilities or by using existing glass and plastics packaging typical fevels in more }
developed regions. “
locations. J

Increased unit shipments and lower manufacturing costs
were the principal drivers behind improved results for virtually all of
our South American operations in 2001. Year-over-year increases in

net sales and EBIT were achieved despite foreign currency weakness.



S AR

5
NS st
m‘fffwnw:g}aw

IO




ontinuing growth in demand

for- convenience packaging is

expected to contribute to unit




3 o
Colonic




MdlaJeilehl s ListUsI0N ailtl AldlYsis

Results of fperations

Comparison of 2001 with 2000

For the year ended December 31, 2001, the Company re-
corded earnings of $360.7 million before an extraordinary
item compared to a net loss of $269.7 million for 2000. Net
earnings of $356.6 million for 2001 reflect $4.1 million of an
extraordinary charge from the early extinguishment of debt.
Excluding the effects of unusual items for both 2001 and
2000 discussed in the table below, the Company’s 2001
earnings of $199.0 million before an extraordinary item
decreased $35.1 million, or 15.0%, from 2000 earnings of
$234.1 million.

The following table lists unusual items (in millions of
dollars) recorded in 2001 and 2000, and their related effects
on both EBIT and earnings before extraordinary items.
EBIT is defined as earnings before interest income, interest
expense, provision for income taxes, minority share owners’
interest in earnings of subsidiaries, and extraordinary

charges.
Earnings
before
extraordinary
EBIT item
Year ended December 31, 2001 as reported $ 1,0743 § 360.7
Unusual items - charges (credits):
Gain on the sale of the Harbor Capital Advisors business (457.3) (284.4)
Gain on the sale of the Company’s label business and the sale of a
minerals business in Australia {13.1) (12.0)
Restructuring and impairment charges at certain international and
domestic operations 82.1 65.3
Loss on the sale of the Company’s facilities in India 31.0 31.0
Special employee benefit programs 30.9 19.4
Charges related to certain contingencies 8.5 5.3
Restructuring manufacturing capacity in the medical devices business 7.9 4.9
Charges to adjust net income tax liabilities in Italy 6.0
Net interest on the resolution of the transfer of pension assets and
liabilities for a previous acquisition 2.8
Before unusual items $ 7643 S 199.0
Earnings
EBIT (loss)
Year ended December 31, 2000 as reported $ 626  § (2697
Unusual items - charges (credits):
Adjustment of reserve for future asbestos-related costs 550.0 342.1
Charges related to consclidation of manufacturing capacity 1224 77.3
Charges related to early retirement incentives and special termination benefits 52.4 32.6
Charges related to impairment of property, plant, and equipment in India 40.0 40.0
Other charges, principally related to the write-off of software 33.5 21.1
Benefit related to an adjustment of tax liabilities in Italy as a result of
recent legislation (9.3)

Before unusual items $ 860.9 $ 234.1




Management’s Discussion and Analysis

Consolidated EBIT, excluding unusual items, for 2001
was $764.3 million, a decrease of $96.6 million, or 11.2%,
compared to 2000 EBIT, excluding unusual items, of $860.9
million. The decrease is attributable to lower EBIT for both
the Glass Containers segment and the Plastics Packaging
segment. Results of both segments are discussed further
below. Interest expense, net of interest income and un-
usual items, decreased $51.1 million from 2000 due princi-
pally to lower interest rates and decreased levels of debt.
Exclusive of the adjustment for net income tax liabilities in
Italy and other unusual items previously discussed, the
Company’s effective tax rate for 2001 was 38.1%. This com-
pares with a rate of 36.9% for 2000, excluding the adjust-
ment for net income tax liabilities in Italy and other unusual
items. The increase in the 2001 rate compared to 2000 is
primarily the result of the decreased international and do-
mestic tax benefits and credits.

Capsule segment results (millions of dollars) for 2001
and 2000 are as follows (a):

Net sales to unaffiliated customers 2001 2000

$ 3,571.2 $3,695.6
Plastics Packaging 1,817.5 1,787.6
Other 13.8 68.9

Glass Containers

Segment and consolidated net sales $ 5,402.5 $5,552.1

EBIT 2001(b)

2000(c)

Glass Containers $ 489.9 $ 4012
Plastics Packaging 218.1 238.0
Other (13.3) 1.1
Segment EBIT 694.7 640.3
Eliminations and other retained items 379.6 (5777

Consolidated EBIT

$ 1,074.3 S 626

(a) See Segment Information included on pages 47-49.

(b) EBIT for 2001 includes: (1) a gain of $457.3 million related to the sale of
the Company’s Harbor Capital Advisors business; (2) a $10.3 million gain from
the sale of a minerals business in Australia; (3) a $2.8 million gain from the
sale of the Company’s label business; (4) charges of $82.1 million related to
restructuring and impairment charges at certain of the Company’s interna-
tional glass operations, principally Venezuela and Puerto Rico, as well as cer
tain other domestic and international operations; (5) a charge of $31.0 mil-
tion related to the loss on the sale of the Company’s facilities in India; (6)
charges of $30.9 million related to special employee benefit programs; (7) a
charge of $8.5 million for certain contingencies; and (8) a charge of $7.9 mil-
lion related to restructuring manufacturing capacity in the medical devices
business. These items increased (decreased) segment EBIT as follows: Glass Con-
tainers - ($92.6) million; Plastics Packaging - (829.8) million,; Other segment -
($5.1) million; and Eliminations and other retained items — $437.5 million.

(¢) EBIT for 2000 includes charges totaling $798.3 million for the following:
(1) $550.0 million related to adjustment of the reserve for estimated future
asbestos-related costs; (2) $122.4 million related to the consolidation of manu-
Jacturing capacity; (3) a net charge of $52.4 million related to early retirement
incentives and special termination benefits for 350 United States salaried em-
Dloyees; (4) $40.0 million related to the impairment of propert), plant and
equipment at the Company’s facilities in India; and (5) $33.5 million related
Dprincipally to the write-off of software and related development costs. These
items were recorded in the third quarter of 2000. These items decreased seg-
ment EBIT as follows: Glass Containers — $186.0 million; Plastics Packaging —
$11.2 million; Eliminations and other retained items — $601.1 million.

Consolidated net sales for 2001 decreased $149.6 mil-
lion, or 2.7%, from the prior year. Net sales of the Glass
Containers segment decreased $124.4 million from 2000. In
North America, the additional sales from the October 2001
acquisition of the Canadian operations were more than off-
set by decreased shipments of containers for beer producers
and conversions of certain juice and iced tea from glass to
plastic containers. The combined U.S. dollar sales of the
segment’s foreign affiliates decreased from the prior year.
Increased shipments from the Company’s operations
throughout most of Europe and South America were more
than offset by the effects of a strong U.S. dollar and lower
shipments from the Company’s operations in the United
Kingdom and most of the Asia Pacific region. The effect of
changing foreign currency exchange rates reduced U.S. dol-
lar sales of the segment’s foreign affiliates by approximately
$140 million. Net sales of the Plastics Packaging segment
increased $29.9 million, or 1.7%, over 2000, reflecting in-
creased shipments of plastic containers and closures for
food and health care, including prescription products, and
the effects of higher resin costs on pass-through arrange-
ments with customers, partially offset by lower shipments of
plastic containers for juice and other beverages and the effect of
changing foreign currency exchange rates, principally in Austra-
lia. The effects of higher resin costs increased sales by approxi-
mately $32 million compared to 2000.

Segment EBIT for 2001, excluding the 2001 and 2000
unusual items, decreased $15.3 million to $822.2 million, or
15.2% of net sales, from 2000 segment EBIT of $837.5 mil-
lion, or 15.1% of net sales. Consolidated operating expense
(consisting of selling and administrative, engineering, and
research and development expenses) as a percentage of net
sales was 7.1% in 2001 before unusual items of $30.9 mil-
lion compared to 6.5% in 2000. The increase in operating
expenses is attributed to lower pension income and higher
costs of certain employee benefit programs. EBIT of the
Glass Containers segment decreased $4.7 million, or 0.8%,
to $582.5 million, compared to $587.2 million in 2000. The
combined U.S. dollar EBIT of the segment’s foreign affiliates
increased from prior year. Increased shipments from the
Company's operations throughout most of Europe and
South America were partially offset by the effects of a strong
U.S. dollar, higher energy costs worldwide, and lower ship-
ments from the Company’s operations in the United King-
dom and most of the Asia Pacific region. In the United
States, Glass Container EBIT decreased from 2000 princi-
pally due to higher energy costs, which have not been fully
recovered through price adjustments. EBIT of the Plastics
Packaging segment decreased $1.3 million, or 0.5%, to
$247.9 million, compared to $249.2 million in 2000. In-
creased shipments of plastic containers and closures for
food and health care, including prescription products, were
more than offset by lower shipments of plastic containers
for juice and other beverages and one-time costs associated
with the relocation of a U.S. manufacturing operation to a
new and larger facility to accommodate a growing business
base.
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Eliminations and other retained items, excluding the
2001 and 2000 unusual items, declined $81.3 million from
2000 reflecting lower net financial services income due to
the sale of the Company’s Harbor Capital Advisors business,
higher spending on information systems, and certain em-
ployee benefit costs increases.

The 2001 results include a net pretax gain of $310.0
million ($170.5 million after tax and minority share owners’
interest) for the following: (1) a gain of $457.3 million
($284.4 million after tax) related to the sale of the Harbor
Capital Advisors business; (2) gains totaling $13.1 million
($12.0 million after tax) related to the sale of the label busi-
ness and the sale of a minerals business in Australia; (3)
charges of $82.1 million (865.3 million after tax and minority
share owners’ interests) related to restructuring and impair-
ment charges at certain of the Company’s international glass
operations, principally Venezuela and Puerto Rico, as well
as certain other domestic and international operations; (4) a
charge of $31.0 million (pretax and after tax) related to the
loss on the sale of the Company’s facilities in India; (5)
charges of $30.9 million ($19.4 million after tax) related to
special employee benefit programs; (6) a charge of $8.5 mil-
lion ($5.3 million after tax) for certain contingencies; and (7)
a charge of $7.9 million ($4.9 million after tax) related to
restructuring manufacturing capacity in the medical devices
business.

The 2000 results include pretax charges totaling $798.3
million ($513.1 million after tax and minority share owners’
interests) for the following: (1) $550.0 million ($342.1 mil-
lion after tax) related to adjustment of the reserve for esti-
mated future asbestos-related costs; (2) $122.4 million ($77.3
million after tax and minority share owners’ interests) re-
lated to the consolidation of manufacturing capacity; (3) a
net charge of $52.4 million ($32.6 million after tax) related
to early retirement incentives and special termination ben-
efits for 350 United States salaried employees; (4) $40.0 mil-
lion (pretax and after tax) related to the impairment of
property, plant and equipment at the Company’s facilities in
India; and (5) $33.5 million ($21.1 million after tax and mi-
nority share owners’ interests) related principally to the
write-off of software and related development costs.

Comparison of 2000 with 1999

For the year ended December 31, 2000, the Company re-
corded a net loss of $269.7 million compared to earnings of
$299.1 million before extraordinary items for 1999. Net
earnings of $298.3 million for 1999 reflect $0.8 million of
extraordinary charges from the early extinguishment of
debt. Excluding the effects of unusual items for both 2000
and 1999 discussed in the table below, the Company’s 2000
earnings of $234.1 million decreased $55.4 million, or
19.1%, from 1999 earnings of $289.5 million before extraor-
dinary items.

The 2000 results include the unusual items discussed
above. The 1999 results included the following unusual
items: (1) gains totaling $40.8 million ($23.6 million after tax
and minority share owners’ interests) related to the sales of
a U.S. glass container plant and a mold manufacturing busi-

ness in Colombia and (2) charges totaling $20.8 million
($14.0 million after tax and minority share owners’ interests)
related principally to restructuring costs and write-offs of
certain assets in Europe and South America.

Consolidated EBIT, excluding unusual items, for 2000
was $860.9 million, a decrease of $14.3 million, or 1.6%,
compared to 1999 EBIT, excluding unusual items, of $875.2
million. The decrease is attributable to lower EBIT for the
Plastics Packaging segment, partially offset by slightly higher
EBIT for the Glass Containers segment. Results of both seg-
ments are discussed further below. Interest expense, net of
interest income, increased $36.8 million from the 1999 pe-
riod due principally to higher interest rates. The $8.8 million
increase in minority share owners’ interests in earnings of
subsidiaries resulted from higher net earnings of certain for-
eign affiliates, principally the affiliates in Colombia, Venezu-
ela, and Brazil. Exclusive of the adjustment for net income
tax liabilities in Italy and other unusual items previously dis-
cussed, the Company’s effective tax rate for 2000 was 36.9%.
This compares with a rate of 36.9% for 1999, excluding un-
usual items.

Capsule segment results (millions of dollars) for 2000
and 1999 are as follows (a):

Net sales to unaffiliated customers 2000 1999
Glass Containers $ 3,695.6 $ 3,762.6
Plastics Packaging 1,787.6 1,686.7
Other 68.9 73.6
Segment and consolidated net sales $ 5,552.1 $ 5,522.9
EBIT 2000 (b) 1999
Glass Containers $  401.2 $  602.4(c)
Plastics Packaging 238.0 277.7
Other 1.1 9.2
Segment EBIT 640.3 889.3
Eliminations and other retained items B77.7D 5.9
Consolidated EBIT $ 62.6 $ 895.2

(a) See Segment Information included on pages 47-49,

(b) EBIT for 2000 includes charges totaling $798.3 million for the following:
(1) $550.0 million related (o adjustment of the reserve for estimated future
asbestos-related costs, (2) $122.4 million related to the consolidation of mant-
Jacturing capacity; (3) a net charge of $52.4 million related to early retirement
incentives and special termination benefits for 350 United States salaried em-
Ployees; (4) $340.0 million related to the impairment of property, plant and
equipment at the Company’s facilities in India; and (5) $33.5 million related
Dprincipally to the write-off of software and related development costs, These
items were recorded in the thivd quarter of 2000. These items decreased seg-
ment EBIT as follows: Glass Containers — $186.0 million; Plastics Packaging —
$11.2 million; Eliminations and other retained items — $601.1 million.

(¢) EBIT for 1999 includes: (1) gains totaling $40.8 million related to the sales
of a US. glass container plant and a mold manufacturing business in Colombia
and (2} charges totaling $20.8 million related principally to restructuring costs
and write-offs of certain assets in Europe and South America.

Consolidated net sales for 2000 increased $29.2 million;
or .5%, over the prior year. Net sales of the Glass Contain-
ers segment decreased $67.0 million from 1999. In the
United States, the effect of increased shipments of contain-
ers for beer producers was partially offset by lower ship-
ments of certain food containers. The combined U.S. dollar
sales of the segment’s foreign affiliates decreased from t