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PART I
sales grew at a compounded annual rate of 14%, whileItem 1. Business
metalworking technologies sales, starting from a lower

General base, grew 27%. In both segments, operating earnings
Milacron is a global manufacturer and distributor of before nonrecurring items (primarily gains and losses on

tools, supplies, machinery and systems to produce plastic divestitures and restructuring charges) rose 18% com-
and metal products. We operate in two business segments: pounded annually. Reported growth in the latter part of the
plastics technologies and metalworking technologies. To eight year period was slower for several reasons including
processors of plastic products, we sell a broad range of softness in many key industrial markets worldwide and the
machinery, mold tooling and ancillary supplies; and to met- eÅects of currency translation.
alworking industries, we sell a wide variety of cutting tools,
abrasives and Öuids. On a consolidated basis in the eight year period from

1993 through 2000, Milacron's sales from continuing opera-Starting out in the 1860s as a screw and tap maker in a
tions grew from $674 million to $1,584 million, or 18%small shop in downtown Cincinnati, the company was Ñrst
compounded annually. Competing eÅectively in interna-incorporated in 1884. As a successor to that business,
tional markets, our sales to customers outside the U.S. roseMilacron was most recently incorporated in Delaware in
from $155 million in 1992 to $613 million, representing 39%1983. Known throughout most of our history as a leading
of total sales, in 2000. From 1992 through 2000, excludingmaker of machine tools serving metalworking industries, in
nonrecurring items, Milacron's earnings improved 34%1998 we divested this business in order to focus exclusively
compounded annually and earnings per share increasedon our two more rapidly growing businesses.
31%. Including nonrecurring items, earnings from continu-

Milacron's plastics technologies group, which ac- ing operations grew 16% compounded annually and 13% on
counted for 52% of consolidated sales in 2001, sells equip- a per-share basis.
ment and turnkey systems for the three most common
methods of processing plastic: injection molding, extrusion In 2001, Milacron endured the deepest and longest
and blow molding, as well as related mold tooling, compo- recession in the North American manufacturing sector in
nents and MRO (maintenance, repair and operating) sup- over 50 years. Demand for consumable and durable prod-
plies to these same customers. Major global markets for ucts for both plastics processing and metalworking was
plastics technologies include the following industries: pack- down 15% to 20%, while markets for plastics processing
aging, building and construction, components, automotive, machinery fell 50% to 60%. As a result, our consolidated
consumer goods, medical, electrical and electronics, 2001 sales decreased to $1,263 million. Excluding the ef-
housewares and appliances. fects of acquisitions, divestitures and currency translation,

sales declined 19% from 2000. Despite aggressive cost
Milacron's metalworking technologies group, at 48% of

reduction actions, we recorded a net loss of $35.7 million, or
consolidated sales, sells carbide inserts and related tool

$1.08 per share, of which $19.1 million, or $.57 per share,
holders, carbide and high-speed steel round tools, coolants,

represented restructuring charges.
lubricants, cleaning Öuids and grinding wheels to many
large manufacturing industries worldwide. These include:
automotive, machinery, components, aerospace, consumer Strategic Acquisitions and Divestitures
goods, oil and gas drilling and mining, construction, oÅ-road Over the past nine years in an eÅort to expand our
equipment, housewares and appliances. product oÅering and global presence in both plastics and

metalworking technologies, Milacron has made a series ofMilacron pursues an active acquisition and divestiture
acquisitions in both segments. In plastics, we have made astrategy to expand our core businesses on a global basis
strong eÅort to diversify from capital goods into durableand to improve proÑtability. Since 1993, we have made
goods and consumables. In metalworking, which is almostfourteen acquisitions in plastics technologies and eight in
entirely consumables and durables, we expanded our an-metalworking technologies while divesting six businesses.
nual revenues of $108 million from metalworking Öuids and

During the eight year period from 1993 through 2000, abrasives in 1992 to $710 million in 2000 through the
with the help of several acquisitions, plastics technologies addition of several cutting tool businesses.
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operation or product line that is not critical to our coreAcquisition Date Product Lines
businesses or not likely to meet our growth targets. Since

Valenite ÏÏÏÏÏÏÏÏÏÏÏ 1993 Carbide inserts, tool holders 1994, we have sold six such businesses:
FerromatikÏÏÏÏÏÏÏÏÏ 1993 Injection molding machines

Divestiture Date Product LinesWidia ÏÏÏÏÏÏÏÏÏÏÏÏÏ 1995 Carbide inserts, tool holders

Talbot Holdings ÏÏÏÏ 1995 Drills, end mills, taps Sano ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1994 Plastic blown Ñlm systems

D-M-E ÏÏÏÏÏÏÏÏÏÏÏÏ 1996 Mold bases, mold tooling American Mine Tool ÏÏÏÏ 1995 Carbide mining tools

Data Flute CNC ÏÏÏÏ 1997 Solid carbide end mills Electronic Systems ÏÏÏÏÏ 1995 Machine controls
Minnesota Twist ÏÏÏ 1997 High-speed steel drills Machine Tools ÏÏÏÏÏÏÏÏÏ 1998 Metalworking machinery
Northern Supply ÏÏÏ 1998 Plastics processing supplies European ExtrusionÏÏÏÏÏ 1999 Plastics extrusion systems
Wear Technology ÏÏ 1998 Extruder barrels and screws

Widia Magnet
Autojectors ÏÏÏÏÏÏÏÏ 1998 Vertical injection machines Engineering ÏÏÏÏÏÏÏÏÏÏ 2000 Industrial magnets

Uniloy ÏÏÏÏÏÏÏÏÏÏÏÏÏ 1998 Blow molding systems

Master Unit Die ÏÏÏÏ 1998 Mold bases, tooling

Werk  oÏÏÏÏÏÏÏÏÏÏÏÏÏ 1998 High-speed steel drills Cost Cutting and EÇciency Initiatives
In the normal course of business, we continually searchNickerson ÏÏÏÏÏÏÏÏÏ 1999 Plastics tooling and supplies

for opportunities to reduce costs and improve eÇciency. InProducto Chemicals 1999 Metalworking cleaning Öuids
2000 and 2001, we concentrated on two major eÅorts in this

Oak InternationalÏÏÏ 1999 Metalforming Öuids area: company-wide eÇciency programs and the consolida-
Akron Extruders ÏÏÏ 2000 Single-screw extruders tion of our European blow molding and mold component

operations.Rite-Tek Canada ÏÏÏ 2000 Plastics MRO supplies

Ontario Heater and The 2000 eÇciency improvement program, carried out
Supply ÏÏÏÏÏÏÏÏÏÏ 2000 Plastics MRO supplies in both segments in North America and in Europe, entailed

Progress PrecisionÏÏ 2001 Extruder barrels and screws closing four small manufacturing facilities and Ñve adminis-
trative oÇces, and the elimination of more than 300 admin-Reform FlachstahlÏÏ 2001 Mold bases and
istrative and manufacturing positions worldwide. Initiated incomponents
1999 and substantially completed in 2000, the plan costEOC Normalien ÏÏÏÏ 2001 Mold bases and
approximately $18 million and yielded $19 million in savingscomponents
in 2000. The annualized savings from the plan exceeded
$20 million and were realized in 2001.

The consolidation of European blow molding opera-To further expand our presence in all phases of plastics
tions consisted of closing plants in Florence, Milan, andprocessing, in 2001 we bought two European plastics injec-
Berlin and the transfer of their manufacturing and assemblytion mold base and tooling manufacturers, EOC Normalien
operations to an existing plant located in the Czech Repub-and Reform Flachstahl, both located in Germany. These
lic and to a new facility near Milan upon its completion in thecompanies will help improve our competitive position as a
Ñrst half of 2001. The consolidation, which cost approxi-growing supplier of mold bases and related tooling for
mately $6 million, is generating annual savings of approxi-plastics injection molding in Europe. The consolidation of
mately $3 million.their operations with our existing mold components busi-

ness is included in the 2001 restructuring actions that are
All told, the 2000 eÇciency improvement program, the

discussed below. Also in 2001, we purchased Progress
consolidation of European blow molding operations and

Precision of Mississauga, Ontario, Canada, a provider of
other cost-cutting eÅorts in 2000 led to the elimination of

barrels and screws and related value-added services for
more than 400 positions and annualized savings of around

plastics extrusion, injection and blow molding, thereby en-
$25 million.

hancing our presence in these markets in the northeast
United States and Canada. In mid-2001, we scaled back our In the Ñrst half of 2001, in response to a major falloÅ in
acquisition program in response to weakening business demand, Milacron eliminated 750 positions in North
conditions. America. In the second half of 2001, we took $19.1 million,

or $.57 per share, in after-tax restructuring charges associ-
Milacron is committed to growing sales and proÑtability ated with more than a dozen plant closures and the elimina-

in each of our businesses and we seek to divest any tion of approximately 480 additional positions. Cash costs
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of this restructuring were approximately $10 million. To Plastics Technologies Business
complete this ongoing restructuring program, in the Ñrst half

Plastics Technologies Markets. The markets for plas-of 2002 we expect to eliminate another 600 positions, while
tics machinery and supplies have grown steadily over therecording approximately $5 million, or $.30 per share, in
past Ñve decades, as plastics continue to replace traditionalafter-tax charges. Net cash costs of the restructuring in
materials such as metal, wood, glass and paper in manufac-2002 are expected to be approximately $20 million with
tured products. Plastics are increasingly the material ofanticipated annual beneÑts of more than $40 million.
choice for packaging, cars, buildings and infrastructure,
consumer goods, electronics, medical devices, housewaresResearch and Development, New Product
and appliances.Development and Capital Expenditures

At Milacron, we emphasize eÇcient investment in re-
Advancements in the development of materials and in

search and development and in new capital equipment in
the capabilities of the processing equipment continue to

support of rapid new product introductions to enhance our
make plastic products more functional and less expensive,

growth and global competitive position. To this end, we
thus spurring secular growth. Thanks to superior strength-

invested $30.8 million, or 2.4% of sales, in R&D in 2001,
to-weight ratios, plastics are increasingly used in transpor-

compared to $34.4 million, or 2.2% of sales, in 2000.
tation-related industries. And consumer demand for safer,

Because of depressed economic conditions, we re- more convenient products has also driven the general de-
duced our investment in capital spending from $47 million in mand for plastic products.
2000 to $32 million in 2001. For 2002, we are currently

The plastics technologies areas where Milacron com-estimating $30 million for capital additions.
petes comprise a $15 billion global market. About two-thirds
of the market consists of capital equipment, which is sub-Patents
ject to general economic cycles and capital spending pat-Milacron holds a number of patents pertaining to both
terns. Demand is often shaped by other, more speciÑcplastics and metalworking technologies, none of which is
factors as well, such as Öuctuations in resin pricing andmaterial to either business segment.
availability, oil, gas and electricity prices, the impact of
interest rates on new housing starts and auto sales, the

Employees
introduction of new model cars and consumer spending.

The average number of employees at Milacron was
Changes in currency exchange rates may also aÅect our

10,416 people in 2001. Of these, 5,520 were outside the
customers' businesses and, in turn, the demand for

U.S. As of year-end 2001, our employment was
processing equipment.

9,996 people.

While concerns about energy conservation and the
Backlog environment could theoretically deter the growth of the

The backlog of unÑlled orders was $130 million at the plastics industry, in practice this does not appear to have
end of 2001 and $181 million at the end of 2000. The happened. Factually, it has been known for many decades
decrease is due primarily to lower order levels for all types that the use of plastics actually conserves energy and is
of plastics machinery in North America. The backlog at environmentally friendly when compared to making the
year-end 2001, substantially all of which is Ñrm, is expected same products out of metal, wood, glass or paper. To
to be delivered in 2002. further address environmental issues, many polymer suppli-

ers, machinery makers and processors are actively devel-
Segment Information oping and improving methods of recycling. Through

Segment and geographic information for the years en- membership in the trade association, Society of Plastics
ded December 31, 2001, 2000 and 1999 is included in the Industry, Milacron continues to work with other leading
notes to Milacron's consolidated Ñnancial statements on companies to position plastics as a part of the solution to
pages 45 through 47 of this Form 10-K. the challenges of energy and environmental conservation.
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Plastics Technologies Products. We believe Milacron increasingly high percentage of sales in North America was
is the broadest-line producer of machinery, mold bases, exacerbated by weak or depressed overseas markets, the
related tooling and supplies for plastics processing in the strong dollar and the resulting currency translation eÅects,
world. With 2001 sales of $662 million, our plastics technol- the divestiture of our European extrusion systems business
ogies segment is organized around Ñve major businesses: at the end of 1999 and increased sales associated with

recent acquisitions of companies based in North America.
Business Product Lines From a transactional point of view, Öuctuating currency

exchange rates and the introduction of the euro have notFerromatik Milacron ÏÏÏÏ Injection molding systems
caused any material changes in Milacron's competitive po-

Uniloy Milacron ÏÏÏÏÏÏÏÏ Blow molding systems and molds
sition in the industry or in the operation of this group's

ExtrusionTek Milacron ÏÏ Extrusion systems businesses.
D-M-EÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Mold bases and related tooling

Plastics Technologies Distribution. We distribute our
MRO ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Aftermarket parts and supplies plastics machinery and systems through a combination of a

direct sales force and independent agents, who are spread
geographically throughout our key markets. We sell our

We oÅer full lines of equipment and systems for the mold bases, supplies and components through a direct
three major methods of processing plastic: injection mold- distribution network in North America and Europe and
ing, extrusion and blow molding. Milacron is also a leading through a large network of joint venture sales and service
maker and supplier of durable goods such as mold bases oÇces in Asia. We market our MRO supplies in traditional
and related tooling, components and supplies for the injec- printed catalogs as well as through electronic catalogs and
tion moldmaking industry, and we make complete molds for over the Internet.
blow molding. We sell specialty auxiliary equipment for all

Our plastics technologies group maintains sales, mar-types of plastics processing and we rebuild and retroÑt
keting and customer service facilities in major cities acrossolder equipment manufactured by Milacron or others. We
North America and Europe. In Asia, we have oÇces in India,also have a growing presence as a provider of services and
Singapore, China and Malaysia and we also sell through asupplier of aftermarket MRO items for plastics processing.
large network of joint venture sales and service oÇces in all

In each of our businesses, Milacron has a global lead-
major countries. A great number of D-M-E's products are

ership position with certain product lines. We are a world
sold through catalogs and telemarketing. We are rapidly

leader, for example, in all-electric injection molding sys-
developing full e-business capabilities for Internet sales and

tems, which we believe will become the industry standard
distribution.

within the next several years. Compared to traditional hy-
Our service and parts organization, ServTek, providesdraulic powered machines, all-electric systems are faster,

a steady revenue stream and continues to grow worldwide.quieter, cleaner, more accurate and consume less than half
Through ServTek, we supplement our own service techni-the energy. In blow molding, we believe we are the number-
cians with a network of independent providers for 24-hourone maker of systems to produce HDPE (high density
response across North and South America and in a numberpolyethylene) containers. Our twin-screw extruders are the
of European countries.system of choice in North America to produce a wide variety

of PVC products used in construction and remodeling. And
Plastics Technologies Customers. Our plastics tech-

our D-M-E pre-engineered mold bases are the best-selling
nologies customers are involved in making a wide range of

products in their categories in North America and very
everyday products: from food and beverage containers to

popular in Europe as well.
refrigerator liners; from electronic and medical components

Plastics Technologies Geographic Sales. About 69% to digital cameras, cell phones, toothbrushes and razors;
of our plastics technologies sales in 2001 went to custom- from milk bottles to outdoor furniture and toys. Discrete
ers in North America. European sales made up about 23% end-markets in order of 2001 sales were packaging, indus-
of the group's total, with the remainder coming from Asia trial components, construction, automotive and transport,
and the rest of the world. Prior to 2001, a trend toward an custom molders, consumer goods and toys.
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Plastics Technologies Production Facilities. For the Metalworking Technologies Business
plastics technologies segment, Milacron maintains the fol-

Metalworking Technologies Markets. Key markets forlowing principal production facilities:
our tools and related supplies include the whole spectrum
of metalworking industries, from auto, aircraft and machin-Facility Location Products
ery makers and job shops, to manufacturers of electronic

Ahmedabad, IndiaÏÏÏÏÏÏÏÏÏ Injection molding machines and consumer goods and the construction and energy
Batavia, Ohio ÏÏÏÏÏÏÏÏÏÏÏÏÏ Injection machines, all-electric extraction businesses.

injection molding machines,
During the past several decades, overall demand forblow molding machines,

metalworking products has grown at a rate approximatingextrusion systems
the growth of industrial production in both developing and

Charlevoix, Michigan ÏÏÏÏÏÏ Mold components mature economies around the world. Higher growth areas
Corby, England ÏÏÏÏÏÏÏÏÏÏÏ Injection molding components within the metalworking industries include the machining of

special alloys and lightweight metals such as aluminum asFulda, GermanyÏÏÏÏÏÏÏÏÏÏÏ Mold components
well as components to build equipment to process silicon

Greenville, Michigan*ÏÏÏÏÏÏ Mold base manufacturing
wafers, circuit boards and other materials used in the

Lewistown, Pennsylvania ÏÏ Mold components electronic and computer-related industries.
Madison Heights, Michigan Mold base components

Milacron's metalworking technologies business partici-
Magenta, Italy* ÏÏÏÏÏÏÏÏÏÏÏ Blow molding machines pates in a $14 to $15 billion world market and consists
Mahlberg, Germany ÏÏÏÏÏÏÏ Mold components almost entirely of consumables, durables and services. As

such, demand for our products is generally directly propor-Malterdingen, Germany ÏÏÏÏ Injection molding machines
tional to levels of industrial production, although we speciÑ-

Manchester, Michigan ÏÏÏÏÏ Blow molding machines
cally target higher-growth areas with each of our product

McPherson, Kansas*ÏÏÏÏÏÏ Extrusion screws and barrels lines. Factors aÅecting our customers' production rates,
and ultimately demand for our own products, include autoMechelen, Belgium ÏÏÏÏÏÏÏÏ Mold components
sales, consumer spending and conÑdence, interest rates,Melrose Park, Illinois ÏÏÏÏÏÏ Special mold base components
energy prices and currency exchange rates.

Mississauga, Ontario,
Metalworking Technologies Products. We believe Mi-Canada ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Extrusion screws

lacron is the world's broadest-line maker of tools andMonterey Park, California ÏÏ Special mold base components
supplies for the metalworking industries. The group, whose

Mt. Orab, OhioÏÏÏÏÏÏÏÏÏÏÏÏ Plastics machinery parts sales in 2001 were $600 million, is organized around four
Neuenstadt am Kocher, basic businesses:

Germany (1) ÏÏÏÏÏÏÏÏÏÏÏ Special mold base components

Business Product LinesPolicka, Czech Republic ÏÏÏ Blow molding machines

Windsor, Ontario, Canada Machinery for mold bases Widia, Valenite ÏÏÏÏÏÏ Carbide inserts, tool holders, die and

wear parts, carbide rodsYoungwood, Pennsylvania Mold bases and components

Round tools

(many brands)ÏÏÏÏ Carbide and high-speed steel drills,
(1) Closing in Quarter 1, 2002 taps and end mills
* Leased Metalworking Öuids

(many brands)ÏÏÏÏ Oil-based, water-soluble andPlastics Technologies Competition. The markets for
synthetic metalcutting Öuids,plastics technologies are global and highly competitive and
cleaning and forming Öuidsinclude North American, European and Asian companies.

We believe Milacron has the number-one share of the North Abrasives
American market and the number-two share worldwide. Our (many brands)ÏÏÏÏ Resinoid, vitriÑed, super abrasive and
competitors vary in size: some are larger than us, most are synthetic grinding wheels
smaller, and only a few compete in more than one product
category. Principal competitive factors in the plastics tech-
nologies industry are: product features, technology, per- The lines listed above represent over 150,000 diÅerent
formance, reliability, quality, delivery, price and customer products. Milacron has established a leadership position in
service. many new product technologies including synthetic lubri-
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cants, use of ceramic and super abrasives, high-perform- Metalworking Technologies Production Facilities. For
ance cutting tool coatings, and product designs using our metalworking technologies segment, Milacron main-
computer modeling. More than two thirds of this segment's tains the following principal production facilities:
2001 sales were consumable products, which are depleted

Facility Location Productsduring the metalworking process, oÅering us a continuous
opportunity to sell replacement products to our customers. Altenburg, Germany *ÏÏÏÏ Taps

Andrezieux, France ÏÏÏÏÏÏ Carbide insertsMetalworking Technologies Geographic Sales. About
53% of our metalworking technologies sales were to cus- Bangalore, India ÏÏÏÏÏÏÏÏÏ Carbide inserts, tool holders,
tomers in North America in 2001, while another 34% were carbide wear parts, special
sold in Europe. The remaining sales were to Asia, primarily machine tools
India, where we have the leading share of the carbide insert

Chisholm, MinnesotaÏÏÏÏÏ High-speed steel drills
market. Over the past several years, the group has

Cincinnati, Ohio ÏÏÏÏÏÏÏÏÏ Metalworking Öuids, precisionachieved substantial growth in European markets in local
grinding wheelscurrencies but adverse currency translation eÅects Ó the

result of a strong U.S. dollar Ó have reduced reported sales Corby, England * ÏÏÏÏÏÏÏÏ Metalforming Öuids

considerably. From a transactional point of view, Öuctuating Detroit, Michigan
exchange rates and the introduction of the euro have not (5 plants in metro area,
caused any material changes in Milacron's competitive po- of which 3*) ÏÏÏÏÏÏÏÏÏÏ Carbide inserts, special steel
sition in the industry or in the operation of this group's products, gaging systems
businesses.

Essen, Germany

Metalworking Technologies Distribution. Our metal- (2 plants) ÏÏÏÏÏÏÏÏÏÏÏÏ Carbide inserts, metallurgical

working technologies business sells products under multi- powders, carbide rods

ple brands through parallel market channels, using direct Gainesville, Texas * ÏÏÏÏÏ Tool holding systems for turning,
sales, industrial distributors, agents and manufacturers' milling and boring
representatives, and in traditional printed catalogs as well

Grenada, Mississippi * ÏÏÏ Metalforming Öuids
as through electronic catalogs and over the Internet. We

Hardenberg, Themanufacture most of what we sell, and most of what we
Netherlands ÏÏÏÏÏÏÏÏÏÏÏ Carbide wear partsmake is sold under company-owned brands. In addition, our

products are sold under the brand names of other compa- K  onigsee, Germany * ÏÏÏÏ High-speed steel drills and taps
nies through their own market channels, and we also use Lichtenau, GermanyÏÏÏÏÏÏ Tool holders
Milacron brand names to sell products that are made by

Livonia, Michigan * ÏÏÏÏÏÏ Process cleaners, corrosionother companies.
inhibitors, specialty products

Metalworking Technologies Customers. Our metal- Millersburg, Pennsylvania
working tools, abrasives and Öuids are involved in making (2 plants) ÏÏÏÏÏÏÏÏÏÏÏÏ End mills, taps, counterbores
all kinds of products: from automotive power train parts to

Nogales, Mexico *ÏÏÏÏÏÏÏ Resin grinding wheelsaluminum soft drink cans, from air conditioners and hair
Patancheru, India ÏÏÏÏÏÏÏÏ Mine toolsdryers to jet engines and bicycles, not to mention a variety

of industrial components such as gaskets, seals, pumps PittsÑeld, Massachusetts
and valves. (2 plants) ÏÏÏÏÏÏÏÏÏÏÏÏ Carbide end mills

Sinsheim, Germany * ÏÏÏÏ Special steel toolingDiscrete end-markets for our metalworking technolo-
gies group in order of importance based on 2001 sales Sturgis, Michigan ÏÏÏÏÏÏÏÏ Metalforming Öuids
were: automotive and transportation, job shops, industrial

Ulsan, South Korea ÏÏÏÏÏÏ Metalworking Öuids
machinery, industrial components, aerospace, consumer

Vitoria, SpainÏÏÏÏÏÏÏÏÏÏÏÏ Brazed and insert carbide toolinggoods and toys, oil and primary metals and oÅ-road equip-
ment. The largest customer category, automotive and trans- Vlaardingen, The

portation, accounted for 34% of the group's sales in 2001. Netherlands ÏÏÏÏÏÏÏÏÏÏÏ Metalworking Öuids
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Metalworking Technologies Competition. While weFacility Location Products
have many competitors in metalcutting tools, we believe

West Branch, Michigan Milacron has the number-three share of the North American
(2 plants) ÏÏÏÏÏÏÏÏÏÏÏÏ Metallurgical powders, carbide market and ranks third overall globally. Our competitors in

rods, carbide wear parts metalworking Öuids are large petrochemical companies and
Westminster and Seneca, smaller companies specializing in similar Öuids. There are a

South Carolina few large competitors in the North American grinding wheel
(6 plants) (1) ÏÏÏÏÏÏÏÏ Carbide and diamond inserts market, one of which is signiÑcantly larger than Milacron.

Principal competitive factors in these markets include mar-
ket coverage, technology, performance, delivery, price and

(1) Five of these plants will be consolidated into a new customer service.
leased facility during 2002

* Leased

Executive OÇcers of the Registrant
The following information is included in accordance with the provisions for Part III, Item 10:

Positions Held During
Name and Age Position Last Five Years

Ronald D. Brown Chairman, President and Chief Elected Chairman, President and Chief Executive OÇcer in 2001.
(48) Executive OÇcer, Director Prior thereto was President and Chief Operating OÇcer from

1999, Vice President Ì Finance and Administration and Chief
Financial OÇcer from 1997 and Vice President Ì Finance and
Chief Financial OÇcer from 1993. Has served as Director since
1999.

James R. Christie Group Vice President Ì Elected Group Vice President Ì Metalworking Technologies in
(56) Metalworking Technologies February, 2000. Prior thereto was Vice President Ì

Metalworking Technologies from 1997 and President of Valenite
from 1993.

Harold J. Faig Group Vice President Ì Elected Group Vice President Ì Plastics Technologies in 1994.
(53) Plastics Technologies

Barbara G. Kasting Vice President Ì Human Elected Vice President Ì Human Resources in 1997. Prior
(49) Resources thereto was Assistant Treasurer from 1995 and Director of

Treasury Operations from 1994.

Robert P. Lienesch Vice President Ì Finance and Elected Vice President Ì Finance and Chief Financial OÇcer in
(56) Chief Financial OÇcer 1999. Also served as Treasurer until 2001. Elected Vice

President and Treasurer in 1998. Prior thereto was Controller
from 1989.

Hugh C. O'Donnell Vice President, General Elected Vice President, General Counsel and Secretary in 1999.
(50) Counsel and Secretary Prior thereto was Corporate Counsel from 1992.

Jerome L. Fedders Controller Elected Controller in 1998. Prior thereto was Group Controller,
(58) Plastics Technologies from 1994.

John C. Francy Treasurer Elected Treasurer in 2001. Prior thereto was Assistant Treasurer
(37) from 1998, Director of Treasury Operations from 1997 and

Controller of Machine Tool Marketing Worldwide from 1995.

Notes:

Parenthetical Ñgure below name of individual indicates age at most recent birthday prior to December 31, 2001.

There are no family relationships among the executive oÇcers of the Registrant.

OÇcers of the company are elected each year by the Board of Directors.
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Item 2. Properties PART II
We lease our corporate headquarters building from a Item 5. Market for the Registrant's 

third party. This building is located in Cincinnati, Ohio.
Common Equity and Related 

The remaining information required by Item 2 is in- Stockholder Matters
cluded in Part I on pages 7 through 9 of this Form 10-K.

The company's common shares are listed on the New
York Stock Exchange. Such shares are also traded on the

Item 3. Legal Proceedings Cincinnati Stock Exchange, Boston Stock Exchange, PaciÑc
In the opinion of management and counsel, there are Stock Exchange, Philadelphia Stock Exchange and Midwest

no material pending legal proceedings to which the com- Stock Exchange, with options traded on the Philadelphia
pany or any of its subsidiaries is a party or of which any of Stock Exchange. As of February 28, 2002, there were
its property is the subject. approximately 4,495 holders of record of the company's

common shares. The company's Preferred shares are not
actively traded.Item 4. Submission of Matters to a Vote of

Security Holders The following table shows the price range of the com-
There were no matters submitted to a vote of security mon shares for 2000 and 2001, as reported by the New

holders during the fourth quarter of 2001. York Stock Exchange. Cash dividends of $.12 per common
share were paid in each quarter of 2000 and the Ñrst three
quarters of 2001. Cash dividends of $.01 per common share
were paid in the fourth quarter of 2001. Our revolving credit
facility (discussed on page 41 of this Form 10-K) currently
limits the payment of cash dividends to $.01 per share
beginning in the fourth quarter of 2001.

Common Stock Price Range

High Low

2000, quarter ended
March 31 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $15.78 $12.06
June 30ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 18.25 13.50
September 30 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 17.25 13.31
December 31ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 16.56 13.44

2001, quarter ended
March 31 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $22.94 $15.25
June 30ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 19.35 15.67
September 30 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 19.00 11.75
December 31ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 16.85 10.82
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Item 6. Selected Financial Data

(Dollars in millions,
except per-share amounts) 2001 2000 1999 1998 1997 1996 1995 1994 1993 1992

Summary of Operations
Sales ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $1,262.7 $1,584.2 $1,624.7 $1,514.7 $1,438.7 $1,357.9 $1,240.3 $858.6 $ 674.4 $409.5
Earnings (loss) from continuing

operations before nonrecurring items (16.6) 73.4 70.9 75.4 69.1 53.8 49.2 31.2 16.7 6.9
Percent of sales ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ -1.3% 4.6% 4.4% 5.0% 4.8% 4.0% 4.0% 3.6% 2.5% 1.7%
Percent of average shareholders'

equity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ -3.6% 15.1% 14.7% 15.9% 15.1% 15.0% 23.0% 22.1% 12.9% 5.2%
Nonrecurring items after tax ÏÏÏÏÏÏÏÏÏÏ (19.1)(a) (1.1)(b) (.8)(c) Ì Ì Ì (3.8)(d) Ì (22.8)(e) Ì
Earnings (loss) from continuing

operationsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (35.7) 72.3 70.1 75.4 69.1 53.8 45.4 31.2 (6.1) 6.9
Per common share

Basic ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (1.08) 2.06 1.90 1.93 1.74 1.42 1.33 .93 (.20) .24
Diluted ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (1.08)(f) 2.06 1.89 1.91 1.72 1.41 1.32 .92 (.20)(f) .24

Earnings (loss) from discontinued
operationsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì Ì (33.9)(g) 11.5 12.5 60.2(g) 6.5 (39.3)(g) 9.2
Per common share

Basic ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì Ì (.87) .29 .33 1.78 .19 (1.26) .34
Diluted ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì Ì (.86) .29 .33 1.75 .19 (1.26)(f) .33

Net earnings (loss) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (35.7) 72.3 70.1 41.5 80.6 66.3 105.6 37.7 (101.9)(h) 21.5(h)
Per common share

Basic ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (1.08) 2.06 1.90 1.06 2.03 1.75 3.11 1.12 (3.26) .78
Diluted ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (1.08)(f) 2.06 1.89 1.05 2.01 1.74 3.07 1.11 (3.26)(f) .77

Financial Position at Year-End
Working capital ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 306.2 249.9 160.7 179.6 325.7 318.3 392.7 151.4 114.3 191.8
Property, plant and equipment-netÏÏÏÏÏ 295.5 305.5 323.2 350.9 343.1 319.1 265.5 198.8 184.0 121.1
Total assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,512.3 1,464.9 1,536.7 1,557.1 1,392.5 1,336.3 1,173.7 787.6 729.6 578.9
Long-term debt ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 513.3 382.6 298.1 335.7 304.2 301.9 332.2 143.0 107.6 154.4
Total debt ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 603.6 476.6 522.8 520.9 371.7 372.8 355.8 226.9 185.2 175.6
Shareholders' equity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 434.9 484.4 490.9 476.6 471.9 446.2 270.7 157.8 124.1 134.4

Per common share ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 12.80 14.37 13.18 12.45 11.77 11.06 7.72 4.50 3.53 4.67

Other Data
Dividends paid to common

shareholdersÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 12.4 16.8 17.9 18.8 16.8 13.4 12.3 12.2 11.6 10.0
Per common share ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ .37 .48 .48 .48 .42 .36 .36 .36 .36 .36

Capital expenditures ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 31.6 47.0 47.3 81.4 79.5 65.2 52.3 43.0 23.4 17.6
Depreciation and amortizationÏÏÏÏÏÏÏÏÏ 59.2 58.4 58.3 57.4 53.7 50.9 43.6 28.6 26.1 20.9
Backlog of unÑlled orders at year-end 129.8 181.3 242.9 246.5 195.6 212.2 226.7 169.7 118.7 69.7
Employees (average) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 10,416 10,922 11,758 10,993 10,450 10,466 8,840 5,812 4,427 3,042

(a) Represents restructuring costs of $30.4 million ($19.1 million after tax).
(b) Represents a gain of $1.5 million ($.8 million after tax) on the sale of the company's industrial magnets business and restructuring

costs of $2.7 million ($1.9 million after tax).
(c) Represents a gain of $13.1 million ($10.1 million after tax) on the sale of the company's European plastics extrusion systems

business and restructuring costs of $16.2 million ($10.9 million after tax).
(d) Represents a gain of $5.0 million ($4.0 million after tax) on the sale of the company's American Mine Tool business and a charge of

$9.8 million ($7.8 million after tax) for the integration of certain Widia and Valenite operations.
(e) Represents a charge of $22.8 million (with no current tax eÅect) for the disposition of the company's Sano business.
(f) For 2001 and 1993, diluted earnings per common share is equal to basic earnings per share because the inclusion of potentially

dilutive securities would result in a smaller loss per common share.
(g) In 1998, includes a loss of $45.9 million ($35.2 million after tax) on the sale of the company's machine tools segment. In 1995,

includes a gain of $66.0 million ($52.4 million after tax) on the sale of the company's Electronic Systems Division. In 1993, includes
a charge of $47.1 million (with no current tax eÅect) for the consolidation of U.S. machine tool manufacturing operations.

(h) In 1993, includes an after-tax extraordinary charge of $4.4 million, or $.14 per common share, for loss on early extinguishment of
debt and an after-tax charge of $52.1 million, or $1.66 per common share, for the cumulative eÅect of changes in methods of
accounting. In 1992, includes an extraordinary tax beneÑt from loss carryforward of $5.4 million, or $.20 per common share.
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related services for plastics extrusion, injection molding andItem 7. Management's Discussion and
blow molding. Progress Precision has annual sales of ap-Analysis of Financial Condition
proximately $2 million.

and Results of Operations
Also in April, 2001, we acquired Reform Flachstahl

Results of Operations (Reform), a manufacturer of mold bases and plates for
Milacron operates in two business segments: plastics plastics injection molding headquartered in Germany. With

technologies and metalworking technologies. annual sales of approximately $16 million, Reform also
provides components, cooling products and tools for molds
and mold making.Acquisitions

In July, 1999, we acquired Nickerson Machinery Inc., In May, 2001, we completed the acquisition of EOC
Pliers International Inc., and Plastic Moulding Supply Ltd. Normalien (EOC), a German manufacturer of mold bases,
(collectively, Nickerson). With annual sales of $7 million as components and die sets for plastics injection molding. EOC
of the acquisition date, Nickerson sells supplies and equip- has annual sales of approximately $35 million.
ment for plastics processing through two catalog distribu-

With the exception of Producto, Oak and the Microtion centers in the U.S. and one in the U.K. The operation in
Carbide product line, all of the acquisitions that took placethe U.K. also manufactures and refurbishes screws and
in 1999 through 2001 are included in the plastics technolo-barrels for small injection molding machines.
gies segment. All of the acquisitions were Ñnanced through

In August, 1999, we acquired Producto Chemical, Inc. available cash and bank borrowings and have been ac-
(Producto), which manufactures process cleaners, wash- counted for under the purchase method of accounting.
ers, corrosion inhibitors and specialty products for metal-
working. Producto had annual sales approaching $5 million

Divestitures of Businesses
as of the acquisition date.

In December, 1999, we completed the sale of our
European extrusion machinery business, which was head-In September, 1999, we acquired Oak International, Inc.
quartered in Vienna, Austria, for cash proceeds of $44 mil-(Oak), a supplier of lubricants and process cleaners used
lion including post-closing adjustments. The pretax gain onin metalforming and metalworking. Oak has three manufac-
the sale was $13.1 million ($10.1 million after tax). Theturing plants, including two in the U.S. and one in the U.K.,
European extrusion business had sales to unaÇliated cus-and had annual sales approaching $12 million as of the
tomers of $62 million in 1999, principally to markets inacquisition date.
Europe, Asia and South America. The business was sold to

In September, 1999, we acquired the Micro Carbide redeploy assets to other more strategic businesses.
product line, which includes solid carbide reamers, step

In September, 2000, we completed the sale of ourdrills and miniature tools. These products are now being
German-based industrial magnets business, Widia Magnetmanufactured by our Data Flute facility.
Engineering, for approximately $14 million and recorded a

In May, 2000, we acquired Akron Extruders, Inc., a pretax gain of $1.5 million ($.8 million after tax). For the
single-screw plastics extrusion manufacturer which had Ñrst nine months of 2000, Widia Magnet Engineering, which
annual sales of approximately $5 million as of the acquisi- manufactures and sells both soft and permanent magnets,
tion date. The manufacture of Akron Extruders' lines of had new orders and sales of $25 million and $26 million,
single-screw extruders and replacement barrels and screws respectively. The business was included in the acquisition
has been moved to our principal U.S. plastics machinery of Widia GmbH in 1995 and was sold to redeploy assets to
facility near Cincinnati, Ohio. other businesses.

In October, 2000, we acquired Ontario Heater and
Presence Outside the U.S.Supply Company and Rite-Tek Canada (Rite-Tek), two

In recent years, Milacron's growth outside the U.S. hasCanadian companies that specialize in the distribution of
allowed it to become more globally balanced. For 2001,maintenance, repair and operating supplies for the plastics
markets outside the U.S. represented the following percent-processing industry. Rite-Tek also manufactures heater
ages of our consolidated sales: Europe 28%; Asia 8%;bands used in plastics processing. The combined sales of
Canada and Mexico 7%; and the rest of the world 3%. As athe two companies were approximately $5 million per year
result of this geographic mix, foreign currency exchangeas of the date of the acquisitions.
rate Öuctuations aÅect the translation of our sales and

In April, 2001, we acquired Progress Precision, a Cana- earnings, as well as consolidated shareholders' equity. Dur-
dian manufacturer of barrels and screws and provider of ing 2001, the weighted-average exchange rate of the euro
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was weaker in relation to the U.S. dollar than in 2000. As a deferred tax assets Ì particularly those assets related to
result, Milacron experienced unfavorable translation eÅects net operating loss carryforwards Ì is generally contingent
on new orders and sales of $21 million. The strength of the on the generation of taxable income and the reversal of
euro also adversely aÅected consolidated earnings before deferred tax liabilities in the future. In determining the need
interest and taxes by $2 million in 2001 and more than for valuation allowances, management considers its three
$3 million in 2000. year internal operating plans, which are based on the cur-

rent economic environment, management's best estimate of
Between December 31, 2000 and December 31, 2001,

future economic conditions in the countries in which the
the euro weakened slightly against the dollar which resulted

company operates, and the eÅect of potential economic
in a $1 million reduction in consolidated shareholders' eq-

changes on the company's various operations. If manage-
uity due to unfavorable foreign currency translation

ment's current estimates and the related assumptions
adjustments.

change in the future, Milacron may be required to record
new valuation allowances or increase the allowances thatIf the euro should weaken further against the U.S.
are already recorded which would result in additional in-dollar in future periods, we will once again experience a
come tax expense in the period of the change. Conversely,negative eÅect in translating our European new orders,
reductions of valuation allowances as a result of changes insales and earnings when compared to historical results.
estimates or assumptions would have a beneÑcial eÅect on
Milacron's provision for income taxes.

SigniÑcant Accounting Policies and
Judgments At December 31, 2001, Milacron had a U.S. net operat-

ing loss carryforward of $23.8 million, which expires in
The consolidated Ñnancial statements discussed herein

2021, and related federal, state and local deferred tax
have been prepared in accordance with generally accepted

assets of $11.9 million. No valuation allowances have been
accounting principles in the United States, which require

provided with respect to these assets because manage-
management to make estimates and assumptions that af-

ment believes the net operating loss carryforwards will be
fect the amounts that are included therein. The following is

fully utilized prior to their expiration. This judgment is based
a summary of certain accounting policies, estimates and

on the expectation of increased U.S. industrial production
judgmental matters that management believes are signiÑ-

and capital spending in the latter part of 2002 and on the
cant to Milacron's reported Ñnancial position and results of

signiÑcant reductions in Milacron's cost structure that have
operations. Additional accounting policies are described in

been achieved in recent years and that will be achieved
the note captioned ""Summary of SigniÑcant Accounting

through the restructuring programs that began in 2001 (see
Policies'' on pages 30 through 32 of this Form 10-K, which

Restructuring Costs).
should be read in connection with the discussion that fol-
lows. Management regularly reviews its estimates and judg-

At December 31, 2001, Milacron had non-U.S. operat-
ments and the assumptions regarding future events and

ing loss carryforwards Ì principally in Germany Ì totaling
economic conditions that serve as their basis. While man-

$169.7 million and related deferred tax assets of $56.6 mil-
agement believes the estimates used in the preparation of

lion. Valuation allowances totaling $18.6 million have been
the consolidated Ñnancial statements to be reasonable in

provided with respect to these assets. Management be-
the circumstances, the recorded amounts could vary under

lieves that it is more likely than not that portions of the net
diÅerent conditions or assumptions.

operating loss carryforwards in Germany and other jurisdic-
tions will be utilized. However, the magnitude of the car-

Deferred Tax Assets and Valuation Allowances ryforwards in those countries makes it impossible to
At December 31, 2001, Milacron had signiÑcant de- conclude at this time that no valuation allowances are

ferred tax assets related principally to U.S. and non-U.S. required.
net operating loss and tax credit carryforwards and to
expenses that have been deducted for Ñnancial reporting
purposes but which are not yet deductible for income tax Accounts Receivable and Inventory Reserves
reporting. At December 31, 2001, we had provided valuation Milacron's internal accounting policies require that
allowances against certain of these assets. Valuation al- each of its operations maintain appropriate reserves for
lowances serve to reduce the recorded deferred tax assets uncollectible receivables and inventory obsolescence in ac-
to amounts reasonably expected to be realized as tax cordance with generally accepted accounting principles.
savings in the future. The establishment of valuation al- Because of the diversity of Milacron's customers and prod-
lowances and their subsequent adjustment requires a sig- uct lines, the speciÑc procedures used to calculate these
niÑcant amount of judgment because the realization of reserves vary by location but must conform to company
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guidelines. Reserves are required to be reviewed and ad- Öows is approximately 14 years and that the weighted-
justed as necessary on a quarterly basis. average recovery period is approximately 28% of the re-

maining average lives of the assets. Based on the results of
Allowances for doubtful accounts are generally estab- the reviews, no impairment charges were recorded in 2001.

lished using speciÑc percentages of the gross receivables
The 2001 review for goodwill impairment was con-amounts based on their age as of a particular balance sheet

ducted as of September 30, 2001, using recorded balancesdate. The amounts calculated through this process are then
and cash Öow projections as of that date. This review didadjusted for known credit risks and collection problems.
not reveal any instances in which an impairment charge wasWrite-oÅs of accounts receivable have averaged $3.1 mil-
required based on the methodology described above. Thelion during the last three years. While management believes
maximum period of time to recover the carrying value ofthat the company's reserves for doubtful accounts are
recorded goodwill through undiscounted cash Öows wasreasonable in the circumstances, adverse changes in gen-
determined to be approximately 12 years and the weighted-eral economic conditions or in the Ñnancial condition of
average recovery period was approximately 18% of theMilacron's major customers could result in the need for
average remaining amortization period. However, eÅectiveadditional reserves in the future.
January 1, 2002, Milacron will adopt Statement of Financial

Reserves for inventory obsolescence are generally cal- Accounting Standards No. 142, ""Goodwill and Other Intan-
culated by applying speciÑc percentages to inventory carry- gible Assets.'' This recently issued standard requires that
ing values based on the level of usage and sales in recent goodwill be tested for impairment annually using
years. These calculations are then adjusted based on cur- probability-weighted cash Öows discounted at market inter-
rent economic trends, expected product line changes, est rates. As described more fully in the notes to the
changes in customer requirements and other factors. In consolidated Ñnancial statements and in the section of this
2001, Milacron recorded new inventory obsolescence Management's Discussion and Analysis captioned ""Future
reserves totaling $12.9 million and utilized $5.0 million of Change in Method of Accounting,'' the change from the
such reserves in connection with the disposal of obsolete undiscounted cash Öow methodology described above to
inventory. Management believes that Milacron's reserves the use of discounted future cash Öows will result in a
are appropriate in light of its historical results and its signiÑcant non-cash charge for goodwill impairment that will
assumptions regarding the future. However, adverse eco- be recorded as the cumulative eÅect of a change in method
nomic changes or changes in customer requirements could of accounting. It is expected that this charge will be re-
necessitate the recording of additional reserves through corded when the actual amount is determined around the
charges to earnings in the future. middle of 2002, retroactive to January 1, 2002.

Impairment of Property, Plant and Equipment and Insurance Reserves
Goodwill Through its wholly-owned insurance subsidiary, Mila-

Milacron reviews the carrying values of its long-lived cron Assurance Ltd. (MAL), Milacron is primarily self-
assets and goodwill annually. In 2001 and prior years, these insured for many types of risks, including general liability,
reviews were conducted by comparing the estimates of product liability, environmental claims and worker's com-
undiscounted future cash Öows that are included in Mi- pensation for certain domestic employees. MAL, which is
lacron's three year internal operating plans to the carrying incorporated in Bermuda and is subject to the insurance
values of the related assets. No growth in operating cash laws and regulations of that jurisdiction, establishes
Öows beyond the third year is assumed. Under this method- reserves commensurate with known or estimated expo-
ology, impairment would be deemed to exist if the carrying sures under the policies it issues to Milacron. Exposure for
values exceeded the expected future cash Öow amounts. general and product liability claims is subject to reinsurance

coverage and excess liability coverage. Worker's compen-
In 2001, Milacron reviewed the aggregate carrying val- sation claims in excess of certain limits are insured with

ues of selected groups of its long-lived assets under the commercial carriers. At December 31, 2001, MAL had
provisions of Statement of Financial Accounting Standards reserves for known claims and incurred but not reported
No. 121, ""Accounting for the Impairment of Long-Lived claims under all coverages totaling $25.5 million. This
Assets and for Long-Lived Assets to be Disposed of.'' The amount is included in long-term accrued liabilities in the
assets included in these reviews consisted principally of Consolidated Balance Sheet at that date.
property, plant and equipment and, where applicable, good-
will. Based on these reviews, it was determined that the MAL's reserves are established based on known
maximum period of time to recover the carrying values of claims and management's best estimates of the ultimate
the tested groups of assets through undiscounted cash exposures thereunder and on estimates of the cost of
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incurred but not reported claims. For certain types of expo- 2001 Compared to 2000
sures, MAL and the company utilize actuarially calculated

New Orders and Backlogestimates prepared by outside consultants to ensure the
Consolidated new orders in 2001 were $1,224 million, aadequacy of the reserves. Reserves are reviewed and ad-

decrease of $329 million, or 21%, in relation to orders ofjusted quarterly based on all evidence available as of the
$1,553 million in 2000. Unfavorable currency eÅects and therespective balance sheet dates. While the ultimate amount
sale of the industrial magnets business (see Divestitures ofof MAL's exposure to claims is dependent on future events
Businesses) contributed $46 million to the decrease. Ex-that cannot be predicted with certainty, management be-
cluding these factors, consolidated orders decreased bylieves that the recorded reserves are adequate in the cir-
more than 18%. Orders for both segments were penalizedcumstances. However, claims in excess of the recorded
by low rates of industrial production in North America.amounts may adversely aÅect earnings in the future when
Orders for plastics processing machinery were also penal-additional evidence becomes available.
ized by depressed levels of capital spending, a trend that
can be expected to continue for all or most of 2002. While
order levels in Europe generally decreased to a lesserPensions
degree than in North America, economic conditions in thatMilacron maintains deÑned beneÑt and deÑned contri-
region began to soften in the latter part of the year.bution pension plans that provide retirement beneÑts to

substantially all U.S. employees and certain non-U.S. em- Orders for plastics technologies products totaled
ployees. The most signiÑcant of these plans is the principal $629 million for 2001, a decrease of $206 million, or 25%, in
deÑned beneÑt plan for U.S. employees, which is also the relation to 2000. In North America, orders for injection
only major plan that is funded. In 2001, Milacron recorded molding machines and extrusion systems decreased by
pension income of $10.1 million related to this plan and approximately 40% due to low levels of industrial production
expense of $12.0 million for the other plans. and signiÑcantly reduced capital spending. Orders for injec-

tion molding machines also decreased in Europe but to a
lesser degree. European orders for Uniloy blow moldingThe most signiÑcant factor in determining the amount
systems approximated the level achieved in 2000 but re-of income recorded for the funded U.S. plan is the expected
mained at depressed levels, while in North America, orderslong-term rate of return on plan assets. In 2001 and in
for Uniloy systems decreased by more than 25%. Orders forseveral preceding years, Milacron has used an expected
D-M-E mold bases and components increased in Europelong-term rate of return of 9¥% and expects to use this rate
due to the acquisitions of EOC and Reform (see Acquisi-again in 2002. Despite the loss incurred in 2001, over the
tions). However, orders for D-M-E products in Northlast ten years the assets of the funded U.S. plan have
America decreased by more than 20% due to low levels ofearned in excess of 91/2% and management therefore be-
industrial production and capacity utilization in the plasticslieves that this rate continues to be appropriate.
processing industry.

In determining the amount of pension income to be In the metalworking technologies segment, orders for
recognized, the expected long-term rate of return that is 2001 totaled $594 million compared to $717 million in 2000.
discussed above is applied to a calculated value of plan This represents a decrease of $123 million, or 17%, that
assets which recognizes changes in fair value over a three was due in part to the sale of the industrial magnets
year period. This practice has the eÅect of reducing year-to- business, which had contributed $25 million of orders in
year volatility in recorded pension income. However, recog- 2000, and to the strength of the U.S. dollar in relation to the
nition of the remainder of the 2001 loss will have the eÅect euro and other currencies. Excluding the divestiture and
of reducing the return on plan assets component of Mil- currency eÅects, orders decreased by 12% in relation to
acron's pension income in 2002 and 2003, in both cases in 2000. All of the segment's businesses experienced reduced
relation to 2001. Moreover, additional asset-related losses order levels in North America due to low production levels in
in 2002 and beyond would possibly require management to the metalworking industry. The most signiÑcant decreases
reduce the expected long-term rate of return from the occurred in the Valenite metalcutting tools business due in
current 9¥% to a lower amount, a change that would also part to lower levels of automotive production and in the
reduce the amount of income in the future. Conversely, round metalcutting tools business due to lower demand
asset returns in excess of 9¥% in future years could from the aerospace industry. In Europe, orders for Widia
conceivably result in the use of a higher rate which would metalcutting tools increased both in local currencies and as
have the eÅect of increasing pension income. measured in U.S. dollars despite adverse currency eÅects.
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European orders for metalworking Öuids approximated the Sales of the metalworking technologies segment were
level achieved in 2000. $600 million in 2001, a decrease of $110 million in relation to

$710 million in 2000. The absence of the industrial magnets
Consolidated U.S. export orders totaled $101 million in business and adverse currency eÅects accounted for more

2001 compared to $124 million in 2000. The decrease than one third of the decrease. Excluding these factors,
resulted principally from lower export orders for Valenite sales decreased by 10% in relation to 2000. In North
products and Uniloy blow molding machinery. America, sales of the segment's metalcutting products Ì

carbide inserts and tool holders, round tools and grinding
Milacron's backlog of unÑlled orders totaled $130 mil-

wheels Ì all decreased in relation to 2000 due to signiÑ-
lion at December 31, 2001, compared to $181 million at

cantly lower levels of industrial production. The largest
December 31, 2000. The decrease is due primarily to lower

decrease occurred in the Valenite metalcutting tools busi-
order levels for all types of plastics machinery in North

ness due in part to reduced automotive production. U.S.
America.

dollar shipments of Widia products in Europe increased by
almost 7% despite $6 million of adverse currency eÅects

Sales that resulted from the comparative weakness of the euro.
Consolidated sales in 2001 were $1,263 million, a de- Shipments of metalworking Öuids decreased in North

crease of $321 million, or 20%, in relation to $1,584 million America but held steady in relation to 2000 in Europe.
of sales in 2000. Adverse currency eÅects of $21 million and

Consolidated U.S. export sales were $109 million inthe sale of the industrial magnets business accounted for
2001 compared to $133 million in 2000. Reduced exportapproximately 15% of the decrease. The remainder resulted
shipments of injection molding machines, Uniloy blow mold-principally from the low levels of industrial production in
ing systems and Valenite products were the principal rea-North America, the related decrease in capital spending
son for the $24 million decrease.and, to a lesser degree, a softening in economic conditions

in Europe in the latter part of the year.
Sales of both segments to non-U.S. markets, including

exports, totaled $583 million in 2001, compared to $613 mil-Sales of the plastics technologies segment were
lion in 2000. The decrease was caused principally by ad-$662 million in 2001 compared to $874 million in 2000, a
verse currency eÅects, the sale of the industrial magnetsdecrease of $212 million, or 24%. The most signiÑcant
business and reduced export shipments. For 2001 anddecreases occurred in the segment's North American injec-
2000, products manufactured outside the U.S. approxi-tion molding machine and extrusion systems businesses,
mated 42% and 36% of sales, respectively, while productswhere sales decreased by more than 40%. Sales of Uniloy
sold outside the U.S. approximated 46% and 39% of sales,blow molding systems also decreased in North America but
respectively.to a somewhat lesser degree, as did shipments of injection

molding machines in Europe. As was the case for new
orders, European sales of blow molding equipment held Margins, Costs and Expenses
steady in relation to 2000 but remained at low levels due to Excluding restructuring costs related to product line
the restructuring and reorganization of Uniloy's Italian oper- discontinuation and other adjustments of inventory carrying
ations (see Margins, Costs and Expenses). In the aggre- values totaling $3.6 million, our consolidated manufacturing
gate, worldwide sales of plastics processing machinery in margin in 2001 was 19.6% compared to 25.9% in 2000.
2001 decreased by 50% to 60% in relation to 2000 due to Including restructuring costs, manufacturing margins for
lower production levels and reduced capital spending. Or- 2001 were 19.3%. Low sales volume and the related under-
der levels and shipments of Milacron's machinery products absorption of manufacturing costs penalized the margins of
can be expected to remain at low levels until the overall both segments, especially in the second half of the year. As
economy begins to recover, possibly later in 2002. We discussed below, problems arising from the reorganization
expect that increases in demand for our capital goods, of Uniloy's Italian operations also penalized the margins of
however, will probably trail the general improvement in the plastics technologies segment. In addition, increases in
business conditions by a quarter or two. In the segment's the prices of certain raw materials used in the production of
non-machinery businesses, sales of D-M-E products de- carbide metalcutting tools adversely aÅected the margins
creased in North America due to low levels of capacity and proÑtability of the metalworking technologies segment
utilization and industrial production. Shipments of D-M-E for much of 2001. However, prices for these materials
products increased in Europe due to the contributions of decreased somewhat late in the year.
EOC and Reform while worldwide sales of MRO (mainte-
nance, repair and operating) supplies approximated the In response to the general economic slowdown, we
level achieved in 2000. have continued to reduce production to meet lower levels of
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demand and implemented increasingly stringent cost reduc- pretax earnings in 2000 by $2.7 million ($1.9 million after
tion measures throughout our operations. In the Ñrst two tax).
quarters of 2001, we eliminated approximately 750 posi-

In September, 1999, we announced a formal plan totions in North America in response to low order and ship-
consolidate Uniloy's European blow molding operations in ament levels. During the third and fourth quarters, we
new manufacturing facility located near Milan, Italy at a costannounced plans to further reduce our cost structure and
of $5.5 million including a reserve for employee terminationbreak-even point by consolidating a number of smaller
beneÑts and facility exit costs that was established in themanufacturing facilities and further reduce general over-
allocation of the Uniloy acquisition cost. The remainder ofhead levels (see Restructuring Costs). These actions in
the cost of the consolidation was charged to expense as2001 are in addition to the programs to improve operating
incurred, including $.5 million in 2000.eÇciency that were initiated in 1999 and substantially com-

pleted in 2000. We are also making structural improvements
In December, 1999, we initiated a second plan to im-in the way we run our businesses, including the use of ""Six

prove operating eÇciency and reduce costs at additionalSigma'' and lean manufacturing techniques throughout our
businesses. The cost of implementing the plan was origi-operations to reduce cycle times and working capital
nally expected to be $20.8 million, of which $16.0 millionrequirements.
was charged to earnings in the fourth quarter of 1999.

As discussed more fully in the section of this Manage- However, lower than anticipated costs for employee, inven-
ment's Discussion and Analysis captioned ""Restructuring tory and equipment relocation and for severance and other
Costs,'' during 2001 the company completed an eighteen termination beneÑts reduced the actual cost to $18.2 million.
month long reorganization and restructuring of Uniloy Eu- The remainder of the total cost of the plan of $2.2 million
rope at a total cost of $5.5 million. Due to the complexities was charged to expense as incurred in 2000.
of closing two manufacturing plants, including the relocation
of employees, inventory and productive assets, we re- As discussed more fully in the notes to the consolidated
corded an additional nonrecurring, non-cash charge of Ñnancial statements, in the third and fourth quarters of
$4.6 million related to the writedown of certain assets in the 2001, Milacron's management formally approved plans to
fourth quarter of 2001. consolidate additional operations and further reduce the

company's cost structure. Implementation of these plans is
For 2001, total selling and administrative expense de-

expected to result in pretax charges to earnings of approxi-
creased in amount in relation to 2000 due to a decrease in

mately $33.2 million. Of the total expected cost of the plans,
variable selling expenses that resulted from lower sales

$27.0 million was recorded in 2001, including reserves
volume and from the aggressive cost reduction measures

totaling $18.2 million for employee termination beneÑts and
implemented in recent years. As a percentage of sales,

facility exit costs. The amount for 2001 also includes
however, selling expense increased from 14.2% to 17.0%

$.5 million for supplemental early retirement beneÑts that
due in part to increased expense for bad debts. Administra-

will be funded through the company's principal U.S. pension
tive expense decreased by almost 15% due principally to

plan and $3.6 million for product line discontinuation and
the beneÑts derived from the aforementioned cost reduction

certain other inventory write downs in both segments. The
programs.

remaining $10.9 million of the expected total cost of the
plans is being charged to expense as incurred, includingOther expense-net totaled $10.8 million in 2001 com-
$4.7 million in 2001 and $6.2 million in 2002.pared to $5.8 million in 2000. The amount for 2001 includes

a pretax gain of $2.6 million ($1.6 million after tax) on the
As approved by management, the 2001 plans involvesale of surplus real estate, while the amount for 2000

the closure of twelve manufacturing facilities in Northincludes $8.3 million of revenue from the licensing of pat-
America, including Ñve smaller South Carolina facilities thatented plastics processing technology.
will be consolidated in a new leased facility. The plans also

For 2001, net interest expense increased modestly as entail the elimination of several warehousing, sales and
the beneÑcial eÅects of lower short-term interest rates were administrative locations worldwide. The consolidation and
oÅset by higher average debt levels. overhead reductions will result in the elimination of approxi-

mately 1,000 manufacturing and administrative positions,
Restructuring Costs principally in the U.S. and Europe. The net cash cost of

In 1999, we initiated two separate programs to improve implementing the plans is expected to be approximately
operating eÇciency and strengthen synergies between cer- $25.5 million, of which $9.4 million was spent in 2001.
tain recently acquired businesses and our previously ex- Substantially all of the remainder is expected to be spent in
isting operations. These actions had the eÅect of reducing the Ñrst half of 2002.
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Completion of the plans is expected to result in annual industry Ì were the principal reasons for the adverse com-
cost savings of more than $40 million which began to parison to 2000.
phase-in during the fourth quarter of 2001 and which are
expected to be fully realized in 2003. Income Taxes

During 2001, Milacron recorded a net beneÑt related toDuring 2001, the company's management also ap-
income taxes due to the combined eÅects of operatingproved a plan to integrate the operations of EOC and
losses in the U.S. and a favorable eÅective tax rate for non-Reform with D-M-E's existing European mold base and
U.S. operations. The losses incurred by our U.S. operationscomponents business at a total cost of approximately
resulted in tax beneÑts based on the federal statutory rate$6.6 million. Of this amount, $2.1 million relates to reserves
and the company's eÅective tax rate for state and local taxfor employee termination beneÑts and facility exit costs that
purposes, in both cases adjusted for permanent diÅerencesare being recorded in the allocation of the EOC and Reform
and applicable credits. The favorable tax rate for non-U.S.acquisition costs. The remaining $4.5 million is being
operations was due in part to adjustments of valuationcharged to expense, including $3.4 million in 2001. The plan
allowances in Germany (as discussed below). Such adjust-involves the consolidation of the manufacturing operations
ments oÅset provisions for income taxes at statutory ratesof Ñve existing facilities located in Germany and Belgium
in other proÑtable non-U.S. jurisdictions. The consolidatedinto three facilities, the reorganization of warehousing and
eÅective tax rate also beneÑted from a favorable ruling fromdistribution activities in Europe, and the elimination of ap-
a non-U.S. taxing authority and the resolution of tax contin-proximately 160 manufacturing and administrative posi-
gencies in other jurisdictions.tions. Of the total cost of the plan, $3.2 million relates to the

newly-acquired EOC and Reform businesses, including the Milacron entered both 2001 and 2000 with signiÑcant
$2.1 million of reserves that are discussed above. An addi- net operating loss carryforwards in certain jurisdictions,
tional $1.1 million related to EOC and Reform is being along with valuation allowances against the carryforwards
charged to expense as incurred, including $.6 million in and other deferred tax assets. Valuation allowances are
2001. As it relates to D-M-E, the total cost of the plan is evaluated periodically and revised based on a ""more likely
expected to be $3.4 million, including reserves of $2.5 mil- than not'' assessment of whether the related deferred tax
lion for termination beneÑts and facility exit costs that were assets will be realized. Increases or decreases in these
charged to expense in 2001. Additional costs related to valuation allowances serve to unfavorably or favorably af-
D-M-E totaling $.9 million are being expensed as incurred, fect our eÅective tax rate. Milacron's eÅective tax rate for
including $.3 million in 2001 and $.6 million in 2002. 2000 was less than the federal statutory rate due principally

to such adjustments of valuation allowances and to
The total cash cost of the consolidation plan is ex-

favorable rulings from various taxing authorities.
pected to be approximately $6.5 million, of which $1.0 mil-
lion was spent in 2001.

Net Earnings (Loss)
In total, Milacron recorded restructuring charges of For 2001, Milacron had a net loss of $35.7 million, or

$30.4 million in 2001, including $3.4 million for the EOC and $1.08 per share (diluted), compared to net earnings of
Reform integration and $27.0 million for the other actions $72.3 million, or $2.06 per share (diluted), in 2000. The
that are discussed above. An additional $7.3 million will be 2001 loss includes after-tax restructuring costs of $19.1 mil-
expensed in 2002. The total cash cost of the restructuring lion, or $.57 per share. In 2000, after-tax restructuring costs
actions in 2001 was $10.4 million. Additional spending in were $1.9 million, or $.05 per share. Excluding restructur-
2002 will total approximately $20 million. ing, Milacron's loss for 2001 was $16.6 million, or $.51 per

share, compared to earnings of $74.2 million, or $2.11 per
share, in 2000.Earnings (Loss) Before Income Taxes and Minority

Shareholders' Interests
For 2001, Milacron's loss before income taxes and Future Change in Method of Accounting

minority shareholders' interests was $80.3 million com- As described more fully in the notes to the consolidated
pared to earnings of $100.7 million in 2000. The amount for Ñnancial statements, Milacron will adopt Statement of Fi-
2001 includes restructuring costs of $30.4 million compared nancial Accounting Standards No. 142, ""Goodwill and Other
to $2.7 million in 2000. Excluding restructuring, Milacron's Intangible Assets'' (SFAS No. 142), eÅective January 1,
2001 pretax loss was $49.9 million. The same factors that 2002. Under SFAS No. 142, goodwill and certain other
caused the signiÑcant reductions in order levels and intangible assets are not amortized but rather are reviewed
sales Ì low levels of industrial production and signiÑcantly annually for impairment. Application of the standard's
lower levels of capital spending in the plastics processing nonamortization provisions is expected to result in an in-
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crease in annual pretax earnings of approximately $13 metalworking Öuids increased worldwide but especially in
million ($9 million after tax) beginning in 2002. North America due to the expanded product oÅerings that

resulted from the 1999 acquisitions. Orders for Valenite
During 2002, Milacron will complete the transitional metalcutting tools increased in North America, as did orders

reviews of the recorded balances of goodwill and certain for Widia products in Europe as measured in local curren-
other intangible assets as of January 1, 2002 that are cies. Orders for round tools decreased slightly due in part to
required by SFAS No. 142. Based on our preliminary evalu- currency eÅects.
ations, these reviews are expected to result in a non-cash
pretax goodwill impairment charge of between $180 million U.S. export orders totaled $124 million in 2000 com-
and $210 million ($140 million and $165 million after tax). pared to $149 million in 1999. The decrease resulted princi-
This charge will be recorded as the cumulative eÅect of a pally from lower export orders for injection molding
change in method of accounting when the actual amount is machines and Uniloy products.
determined around the middle of 2002, retroactive to Janu-

The company's backlog of unÑlled orders wasary 1, 2002.
$181 million at December 31, 2000, compared to $243 mil-
lion at December 31, 1999. The decrease is due principally

2000 Compared to 1999 to continuing low order levels for Uniloy blow molding
systems and lower fourth quarter, 2000, demand for injec-New Orders and Backlog
tion molding machines and U.S.-built extrusion systems.Consolidated new orders in 2000 were $1,553 million, a

decrease of $56 million, or 3.5%, in relation to 1999. In 1999,
consolidated new orders included $63 million related to our Sales
European extrusion systems business that was sold in Consolidated sales in 2000 were $1,584 million, repre-
December of that year. The sale of our German-based senting a $41 million, or 2.5%, decrease in relation to 1999
industrial magnets business in September, 2000, also had sales of $1,625 million. Unfavorable currency eÅects re-
the eÅect of reducing new orders by $5 million in relation to duced consolidated sales by $76 million. In 1999, consoli-
1999, while acquisitions contributed an incremental $17 mil- dated sales included $62 million related to the European
lion. Excluding acquisitions and divestitures, consolidated extrusion systems business. Excluding the eÅects of the
orders were essentially Öat in relation to 1999. Foreign sales of this business and the industrial magnets business
currency exchange rate Öuctuations had the eÅect of reduc- as well as acquisitions, consolidated sales increased by 1%.
ing orders for the year by $60 million. Excluding currency However, excluding currency eÅects in addition to acquisi-
and the acquisition and divestiture eÅects, orders for the tions and divestitures, sales increased by more than 5% in
year increased by more than 3%. relation to 1999.

In the plastics technologies segment, new orders to- Sales of the plastics technologies segment were
taled $835 million, a decrease of $62 million in relation to $874 million in 2000 compared to $904 million in 1999. The
1999 that was due principally to the absence of the Euro- absence of the European extrusion systems business more
pean extrusion systems business and unfavorable foreign than accounted for the decrease. Excluding the eÅects of
currency eÅects that reduced orders by $25 million. Exclud- the divestiture and the contribution of the segment's recent
ing the divestiture and the contribution of the acquisitions acquisitions, sales increased by 3%. Unfavorable foreign
made in 1999 and 2000, the segment's orders decreased by currency exchange rate eÅects reduced sales by $32 million
1%. Excluding the aforementioned adverse currency eÅects in relation to 1999. Adjusting for currency eÅects and for
in addition to acquisitions and divestitures, orders increased acquisitions and the divestiture, sales for the year increased
by more than 2%. Orders for injection molding machines by more than 6%. Sales of injection molding machines
increased in both North America and Europe. Orders for increased in both North America and Europe, the latter
U.S.-built extrusion systems decreased modestly but re- despite adverse currency eÅects. Sales of U.S.-built extru-
mained at good levels. Orders for Uniloy blow molding sion systems also increased for the year despite a modest
systems also decreased due in part to the ongoing consoli- decrease in the fourth quarter, but sales of Uniloy blow
dation of the dairy industry in North America. molding systems decreased worldwide due to the dairy

industry consolidation in North America and lower ship-
Orders for metalworking technologies products totaled ments to European and Asian markets.

$717 million in 2000, representing only a modest decrease
in relation to 1999 despite unfavorable currency eÅects of Sales of metalworking technologies products were
$35 million. Excluding the eÅects of currency, the sale of the $710 million in 2000, representing only a modest decrease
industrial magnets business and the segment's 1999 acqui- of $11 million in relation to $721 million in 1999 despite
sitions, orders for the year increased by 5%. Orders for unfavorable currency eÅects of $43 million and the sale of
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the Widia industrial magnets business in September, 2000. Restructuring Costs
Excluding these factors and the contribution of the seg- In 1999, we initiated two separate programs to improve
ment's 1999 acquisitions, sales for the year increased by operating eÇciency and strengthen synergies between cer-
more than 4%. Sales of metalworking Öuids increased tain recently acquired businesses and our previously ex-
worldwide while sales of Valenite metalcutting products in isting operations.
North America and round tools worldwide approximated the

In September, 1999, we announced a formal plan tolevels achieved in 1999. Sales of Widia products in Europe
consolidate Uniloy's European blow molding operations in aincreased in local currencies but decreased as measured in
new manufacturing facility located near Milan, Italy. At theU.S. dollars due to the strength of the dollar in relation to
time Uniloy was acquired in September, 1998, we recog-the euro and other currencies.
nized the need for improved eÇciency within Uniloy's Euro-
pean operations and immediately thereafter began toConsolidated export sales were $133 million in 2000,
evaluate various options for the purpose of identifying thecompared to $148 million in 1999. The decrease resulted
optimal long-term solution. Through that process, it wasprincipally from lower export shipments of Uniloy products
determined that certain of the manufacturing and assemblyand, to a lesser degree, injection molding machines.
operations at the plants located in Florence and Milan, Italy

Sales of both segments to non-U.S. markets totaled and Berlin, Germany would be consolidated into a more
$613 million in 2000, a decrease of $102 million that was modern plant near Milan and that other operations would be
due principally to currency eÅects and the aforementioned transferred to another plant located in the Czech Republic.
divestitures. In 2000 and 1999, products manufactured In the second quarter of 1999, we began to develop a
outside the U.S. approximated 36% and 40% of sales, detailed plan for the consolidation, which was formally
respectively, while products sold outside the U.S. approxi- approved by management in August, 1999.
mated 39% of sales in 2000 and 44% in 1999.

The total cost of the plan, which was initiated in the
fourth quarter of 1999 and which was completed in 2001,

Margins, Costs and Expenses was originally expected to be approximately $6.7 million.
The consolidated manufacturing margin was 25.9% in However, foreign currency exchange rate Öuctuations since

2000 compared to 26.0% in 1999, as both segments ap- the acquisition date and lower than expected costs to
proximated the results achieved in 1999. In the plastics relocate inventory and equipment had the eÅect of reducing
technologies segment, lower margins for Uniloy products, the total cost as measured in U.S. dollars to approximately
particularly in Europe, oÅset the eÅect of margin improve- $5.5 million, including $.7 million that was charged to ex-
ments for injection molding machines and extrusion sys- pense as incurred. Of the latter amount, $.5 million was
tems. The overall margin for the metalworking technologies expensed in 2000. The remainder of the total cost of the
segment decreased modestly due to lower margins for consolidation was included in a reserve for employee termi-
grinding wheels and metalworking Öuids, the latter being nation beneÑts and facility exit costs that was established in
due in part to higher oil prices. the allocation of the Uniloy acquisition cost. The original

amount of the reserve was $5.7 million but foreign currency
Total selling and administrative expense decreased in exchange rate Öuctuations had the eÅect of reducing it by

amount and as a percentage of sales in 2000 due in part to $.9 million, including $.2 million in 2000. Charges against the
our aggressive cost reduction eÅorts that began in 1999 reserve in 2000 were $2.5 million.
and continued in 2000. Selling expense decreased by
$8.2 million from 14.4% of sales to 14.2% of sales. Adminis- The total cash cost of the consolidation is ultimately
trative expenses for the year decreased by $1.8 million. expected to be approximately $3 million, which is net of the

expected proceeds from the sale of two facilities in Italy,
Other expense-net decreased from $10.0 million in one of which was sold in 2000. The consolidation reduced

1999 to $5.8 million in 2000 due to increased royalty income revenues in 2000 but did not adversely aÅect revenues by
from the licensing of patented plastics processing technol- the second half of 2001. Completion of the consolidation
ogy and higher gains on the disposal of surplus property has resulted in annual pretax cost savings of approximately
and equipment. These beneÑts were partially oÅset by $3 million, which began to phase-in during the second
higher goodwill amortization expense and increased costs quarter of 2000.
related to the sale of receivables.

In December, 1999, we initiated a second plan to im-
Interest expense-net increased in 2000 due primarily to prove operating eÇciency and reduce costs at additional

higher short-term interest rates despite lower average debt businesses. The actions included in the plan involved both
levels. segments' operations in North America and Europe. The
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plan involved the closure of four smaller manufacturing wards and other deferred tax assets. We review valuation
facilities, the operations of which were transferred to other allowances periodically based on the relative amount of
locations, and the elimination of approximately 310 manu- positive and negative evidence available at the time. This is
facturing and administrative positions worldwide, substan- done for the purpose of reaching conclusions regarding the
tially all of which had been eliminated as of December 31, future realization of deferred tax assets. Valuation al-
2000. The cost of implementing the plan was originally lowances are then adjusted accordingly. The resulting de-
expected to be $20.8 million. However, as a result of lower creases or increases in valuation allowances serve to
than expected costs for employee, inventory and equipment favorably or unfavorably aÅect our eÅective tax rate.
relocation and Ì to a signiÑcantly lesser degree Ì lower

Our eÅective tax rate for 2000 was 25% compared toseverance and other termination beneÑts, the total cost was
27% in 1999. The rate for 2000 is lower than the U.S. federal$18.2 million, including $16.0 million in 1999 and $2.2 million
statutory rate due principally to the reversal of valuationin 2000. Of the 1999 amount, $14.1 million was included in a
allowances in certain jurisdictions and the adjustment ofreserve for employee termination beneÑts and facility exit
income tax reserves to more accurately reÖect actual ex-costs that was recorded in the fourth quarter. Charges
pected liabilities as a result of favorable rulings and resolu-against this reserve in 2000 totaled $11.4 million. Foreign
tions from various taxing authorities. These beneÑts werecurrency exchange rate Öuctuations had the eÅect of reduc-
partially oÅset by the downward adjustment of the carryinging the reserve by an additional $.8 million. In addition,
value of our net deferred tax assets in Germany to a lowerexcess reserves for employee termination beneÑts and
rate as a result of a tax law change in that country. Adjust-facility exit costs totaling $.3 million were reversed in the
ments of valuation allowances did not have a material eÅectthird and fourth quarters of 2000. The total cost of the plan
on the eÅective tax rate for 1999. However, the eÅectivealso included 1999 charges of $1.7 million for supplemental
rate was lower than the U.S. federal statutory rate primarilyearly retirement beneÑts for certain employees that are
as a result of tax reserve adjustments.being funded through pension plans and $2.7 million for

additional costs that were charged to expense as incurred.
Net EarningsOf the latter amount, $2.5 million was expensed in 2000.

For 2000, net earnings were $72.3 million, or $2.06 per
The total cash cost of the plan, including capital ex- share (diluted), compared to $70.1 million, or $1.89 per

penditures of $3.6 million, was approximately $15.3 million, share (diluted), for 1999. The percentage increase in per-
most of which was expended in 2000. Completion of the share earnings exceeds the percentage increase in net
plan has resulted in annual pretax cost savings of more earnings due to fewer common shares outstanding in 2000
than $20 million, which phased-in during 2000 and which as a result of our common share repurchase program which
were fully realized in 2001. is discussed below. The net earnings and earnings per

share amounts for 2000 include after-tax restructuring
Earnings From Continuing Operations Before Income costs of $1.9 million, or $.05 per share, and the after-tax

gain on the sale of the industrial magnets business ofTaxes and Minority Shareholders' Interests
$.8 million, or $.02 per share. The amounts for 1999 includeEarnings before income taxes and minority sharehold-
restructuring costs of $10.9 million, or $.29 per share, anders' interests were $100.7 million in 2000 compared to
the gain on the sale of the European extrusion business of$98.9 million in 1999. The 2000 amount includes a pretax
$10.1 million, or $.27 per share. Excluding all of the afore-gain of $1.5 million on the sale of the industrial magnets
mentioned items, net earnings increased from $70.9 millionbusiness and restructuring costs of $2.7 million related to
in 1999 to $73.4 million in 2000.the programs that were initiated in 1999. Pretax earnings for

1999 includes a gain of $13.1 million on the sale of the
European extrusion systems business and restructuring Market Risk
costs of $16.2 million. Excluding these items, pretax earn-

Foreign Currency Exchange Rate Riskings in 2000 approximated the results achieved in 1999.
Milacron uses foreign currency forward exchange con-

tracts to hedge its exposure to adverse changes in foreignIncome Taxes
currency exchange rates related to Ñrm commitments aris-

The provision for income taxes in 2000 and 1999 in-
ing from international transactions. The company does not

cludes U.S. federal and state and local income taxes and
hold or issue derivative instruments for trading purposes. At

income taxes in other jurisdictions outside the U.S.
December 31, 2001, Milacron had outstanding forward con-

Milacron entered both 2000 and 1999 with sizable net tracts totaling $2.8 million compared to $14.3 million at
operating loss carryforwards in certain non-U.S. jurisdic- December 31, 2000. The annual potential loss from a hypo-
tions, along with valuation allowances against the carryfor- thetical 10% adverse change in foreign currency exchange
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rates on Milacron's foreign exchange contracts at Decem- cash which was partially oÅset by net common share repur-
ber 31, 2001 or December 31, 2000, would not materially chases of $8 million. The amount for 2000 includes $48 mil-
aÅect the company's consolidated Ñnancial position, results lion for common shares repurchases and $151 million for
of operations, or cash Öows. repayments of debt, including $100 million for the repay-

ment of 77/8% Notes due May 15, 2000 using the proceeds
from a 0115 million ($110 million) Eurobond debt oÅeringInterest Rate Risk
that was completed on April 6, 2000. Dividends of $13 mil-At December 31, 2001, Milacron had Ñxed interest rate
lion and $17 million were paid in 2001 and 2000,debt of $228 million, including $115 million of 8≥% Notes
respectively.due May 15, 2004, and 0115 million ($104 million) of 75/8%

Eurobonds due April 6, 2005. We also had Öoating rate debt In the Ñrst quarter of 2000, Milacron's Board of Direc-
totaling $376 million, with interest Öuctuating based prima- tors authorized the repurchase of up to four million common
rily on changes in LIBOR. At December 31, 2000, Ñxed rate shares on the open market. During 2000, we repurchased
debt totaled $227 million, and Öoating rate debt totaled 3.3 million shares under this authorization. An additional
$250 million. We also sell up to $75 million of accounts .2 million shares were repurchased during 2001 bringing the
receivable under our receivables purchase agreement, total to 3.5 million. No additional repurchases are planned at
which results in Ñnancing fees that Öuctuate based on this time.
changes in commercial paper rates. As a result, annual

As of December 31, 2001, Milacron's current ratio wasinterest expense and Ñnancing fees Öuctuate based on
1.9, compared to 1.6 at December 31, 2000.changes in short-term borrowing rates. The potential loss

on Öoating rate debt from a hypothetical 10% increase in Total shareholders' equity was $435 million at Decem-
interest rates would be approximately $2.1 million at De- ber 31, 2001, a decrease of $49 million from December 31,
cember 31, 2001, and $2.4 million at December 31, 2000. 2000. The decrease resulted principally from the net loss

incurred during the year. The ratio of total debt to total
capital (debt plus equity) was 58% at December 31, 2001Liquidity and Sources of Capital
compared to 50% at December 31, 2000.At December 31, 2001, Milacron had cash and cash

equivalents of $110 million, representing an increase of
The company's debt and lease obligations for 2002 and

$69 million in relation to December 31, 2000.
beyond are shown in the table that follows.

In 2001, operating activities provided $13 million of
Debt and Lease Obligationscash compared to $96 million of cash provided in 2000. The

amount for 2001 includes the negative eÅects of a $25 mil- After
lion reduction in the amount of accounts receivable sold (In millions) 2002 2003 2004 2005 2005
under our receivables purchase agreement whereas sales

Long-term
of additional receivables provided $10 million of cash in debtÏÏÏÏÏÏÏ $ 4.8 $ 3.3 $116.5 $104.7 $14.5
2000. In 2001, cash Öow from operations beneÑted from

Revolving
reductions in accounts receivable that resulted from lower

credit
sales volume and signiÑcant reductions in inventories that facility ÏÏÏÏÏ 23.2 Ì Ì 303.1 Ì
were achieved through our working capital reduction plan.

Other lines of
These eÅects were partially oÅset by reductions in trade

credit 17.0 Ì Ì Ì Ì
payables and other current liabilities that were related to

Total debtlower production volumes.
obligations 45.0 3.3 116.5 407.8 14.5

In 2001, investing activities resulted in a $54 million use Operating
of cash, including $29 million for acquisitions and $32 mil- leasesÏÏÏÏÏ 18.6 14.7 12.5 7.9 33.3
lion for capital expenditures. Investing activities used

Total debt$33 million of cash in 2000, including $47 million for capital
and leaseadditions and $7 million for acquisitions. Together, the
obligations $63.6 $18.0 $129.0 $415.7 $47.8

proceeds from the sale of the industrial magnets business
and the disposal of surplus property, plant and equipment
provided $21 million of cash in 2000.

Note: For 2002, the above table excludes $28.8 million
During 2001, Ñnancing activities provided $111 million of borrowings under the revolving credit facility and

of cash compared to $101 million of cash used in 2000. In $16.5 million of borrowings under other lines of credit that
2001, net additional borrowings provided $128 million of the company may, but is not currently obligated to, repay in
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2002. These amounts are included in current liabilities in the market conditions develop or the company is otherwise
Consolidated Balance Sheet at December 31, 2001. The unable to meet the covenants, it is possible that it would not
table also excludes contingent liabilities of up to $25.9 mil- be in compliance. In that event, we would attempt to rene-
lion related to sales of receivables and loan guarantees. gotiate the covenants with the bank group to assure compli-

ance. However, our lenders' actions are not controllable byOur ability to satisfy our 2002 obligations and our other
us and if the renegotiations were not successful, the com-liquidity needs is a function of a number of factors, the most
pany could be placed in default under the agreement, whichimportant of which include: our available cash and cash
would allow the lenders to declare the outstanding borrow-equivalents, our continued ability to borrow under our re-
ings currently due and collectible. In addition, due to cross-volving credit facility and other lines of credit, our ability to
default provisions in Milacron's other agreements, over 90%continue to utilize our receivables purchase agreement, the
of our other debt could become payable in full and ourcash cost of our restructuring program and our cash Öow
receivables purchase program (as discussed below) couldfrom operating activities.
be terminated if we were in default under the credit facility.

We began 2002 with cash and cash equivalents of Were these events to occur, we would experience a mate-
approximately $110 million. rial adverse impact on our reported liquidity, Ñnancial posi-

At December 31, 2001, Milacron had lines of credit with tion and results of operations.
various U.S. and non-U.S. banks totaling approximately

In addition to the revolving credit facility, as of Decem-$476 million, including a $335 million committed revolving
ber 31, 2001, we had a number of other credit lines totalingcredit facility. At December 31, 2001, $333 million was
$141 million, of which $73 million was used and $68 milliondrawn against the facility, including outstanding letters of
was unused. During the Ñrst half of 2002, we expect tocredit of $7 million. The facility matures in June, 2005. The
repay approximately $17 million of borrowings that werefacility limits the payment of cash dividends and imposes
outstanding at December 31, 2001. Under the terms of thecertain restrictions on, among other things, share repur-
revolving credit facility as amended, increases in debt arechases, capital expenditures and cash acquisitions. The
primarily limited to current lines of credit and certain otherfacility also includes a number of Ñnancial covenants. At
indebtedness from other sources. Subsequent to June 30,December 31, 2001, Milacron was in compliance with these
2002, the company's borrowing capacity is also limited by acovenants.
leverage test based on future levels of EBITDA. The com-

EÅective March 14, 2002, the revolving credit facility pany expects to be in compliance with this covenant when it
was amended to, among other things, adjust certain Ñnan- becomes eÅective, and based on current expectations, this
cial covenants including suspension of the leverage test test would not limit access to the additional borrowings
(ratio of net debt to EBITDA, in both cases as deÑned described above.
below) for the Ñrst two quarters of 2002. Under the terms of
the amended agreement, the maximum borrowing under the Another important source of liquidity is our accounts
facility reduces from $335 million to $325 million at June 15, receivable purchase program. Although the agreement
2002 and $310 million at December 31, 2002. The amended could be terminated upon the occurrence of certain events,
agreement includes a number of Ñnancial and other cove- some of which may be beyond our control, we expect to
nants, including those which require Milacron to achieve continue to be able to use the program for the foreseeable
speciÑed minimum levels of quarterly EBITDA (earnings future. At December 31, 2001, only $60 million of the
before interest, taxes, depreciation and amortization) and $75 million facility was utilized due to the low level of
maintain certain ratios of net debt (debt less cash and cash accounts receivable that resulted from lower sales volume.
equivalents) to EBITDA and limit the incurrence of new As the amount of eligible accounts receivable increases due
debt. If the amended facility had been in eÅect as of to improved business conditions, we expect to utilize the
January 1, 2002, in addition to the $110 million of cash and remaining availability under the facility.
cash equivalents, the company would have been able to

Milacron expects to generate positive cash Öow fromborrow approximately $2 million in additional funds under
operating activities in 2002 despite the use of approximatelythe facility and up to $68 million from other lines of credit.
$20 million of cash to complete the restructuring programThe facility also allows for over $40 million of additional
that was initiated in the third quarter of 2001. We alsoindebtedness from other sources.
expect to use $30 million of cash for capital expenditures.

For 2002, the company's signiÑcant cost cutting actions
coupled with an expected modest, gradual improvement in Assuming there is no further signiÑcant deterioration in
business conditions cause the company to believe that the markets we serve, we believe that Milacron's current
operating earnings will increase, which should allow us to cash position, cash Öow from operations, available credit
continue to meet the covenants. However, if unforeseen lines and capacity to sell receivables will be suÇcient to
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meet the company's operating and capital requirements in ‚ customer acceptance of new products introduced during
2002. 2001 and additional new products that will be introduced

in 2002;

Cautionary Statement ‚ any major disruption in production at key customer or
Milacron wishes to caution readers about all of the supplier facilities or at Milacron's facilities;

forward-looking statements in the ""Management's Discus-
sion and Analysis'' section and elsewhere. These include all

‚ disruptions in global or regional commerce due to social,
statements that speak about the future or are based on our

civil or political unrest in the non-U.S. countries in which
interpretation of factors that might aÅect our businesses.

Milacron operates;
Milacron believes the following important factors, among
others, could aÅect its actual results in 2002 and beyond

‚ alterations in trade conditions in and between the U.S.and cause them to diÅer materially from those expressed in
and non-U.S. countries where Milacron does business,any of our forward-looking statements:
including export duties, import controls, quotas and
other trade barriers;‚ global and regional economic conditions, consumer

spending and industrial production, particularly in seg-
ments related to the level of automotive production and ‚ disruptions in global and regional commerce due to acts
spending in the construction industry; of terrorism, continued threats of terrorism and military,

political and economic responses (including heightened
‚ Öuctuations in currency exchange rates of U.S. and

security measures) to terrorism;
foreign countries, including countries in Europe and Asia
where Milacron has several principal manufacturing fa-

‚ changes in tax, environmental and other laws and regu-
cilities and where many of our competitors and suppliers

lations in the U.S. and non-U.S. countries where Mi-
are based;

lacron does business;

‚ Milacron's continued ability to borrow under its lines of
credit and sell accounts receivable under its receivables ‚ unanticipated litigation, claims or assessments, includ-
purchase agreement; ing but not limited to claims or problems related to

product liability, warranty or environmental issues.
‚ Öuctuations in interest rates which aÅect the cost of

borrowing under Milacron's lines of credit and Ñnancing
costs related to the sale of domestic accounts

Item 7A. Quantitative and Qualitative 
receivable;

Disclosures about Market Risk
‚ production and pricing levels of important raw materials, The Information required by Item 7A is included in

including plastic resins, which are a key material used by Item 7 on pages 21 and 22 of this Form 10-K.
purchasers of Milacron's plastics technologies prod-
ucts, steel, oil, cobalt, tungsten, tantalum carbide and
industrial grains used in the production of metalworking Item 8. Financial Statements and 
products;

Supplementary Data
‚ lower than anticipated levels of plant utilization resulting Beginning on page 26 and continuing through page 48

in production ineÇciencies and higher costs, whether are the consolidated Ñnancial statements with applicable
related to the delay of new product introductions, im- notes and the related Report of Independent Auditors, and
proved production processes or equipment, or labor the supplementary Ñnancial information speciÑed by
relations issues; Item 302 of Regulation S-K.
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unauthorized acquisition, use or disposition met thoseResponsibility for Financial Reporting
criteria.

Financial Statements
The management of Milacron Inc. has prepared the Ronald D. Brown Robert P. Lienesch

accompanying Ñnancial statements and is responsible for
Chairman, President Vice President - Finance

their integrity and objectivity. The statements, which include
and Chief Executive and Chief Financial OÇcer

amounts that are based on management's best estimates OÇcer
and judgments, have been prepared in conformity with
generally accepted accounting principles and are free of
material misstatement. Management also prepared the
other information in this Form 10-K and is responsible for its

March 14, 2002accuracy and consistency with the Ñnancial statements.

Internal Control System
Milacron Inc. maintains a system of internal control

over Ñnancial reporting and over safeguarding of assets
against unauthorized acquisition, use or disposition that is
designed to provide reasonable assurance to the com-
pany's management and Board of Directors regarding the
preparation of reliable published annual and quarterly Ñnan-
cial statements and such asset safeguarding. The system
contains self-monitoring mechanisms, and actions are
taken to correct deÑciencies as they are identiÑed. Even an
eÅective internal control system, no matter how well de-
signed, has inherent limitations Ì including the possibility
of the circumvention or overriding of controls Ì and there-
fore can provide only reasonable assurance with respect to
Ñnancial statement preparation and such asset safeguard-
ing. Further, because of changes in conditions, internal
control system eÅectiveness may vary over time.

The company assessed its internal control system as of
December 31, 2001 in relation to criteria for eÅective inter-
nal control over the preparation of its published annual and
quarterly Ñnancial statements described in ""Internal Con-
trol Ì Integrated Framework'' issued by the Committee of
Sponsoring Organizations of the Treadway Commission.
Based on this assessment, the company believes that, as of
December 31, 2001, its system of internal control over the
preparation of its published annual and quarterly Ñnancial
statements and over the safeguarding of assets against
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Consolidated Statements of Earnings
Milacron Inc. and Subsidiaries
Fiscal years ended December 31, 2001, 2000 and 1999.

(In millions, except per-share amounts) 2001 2000 1999

SalesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $1,262.7 $1,584.2 $1,624.7

Cost of products soldÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,014.8 1,174.1 1,201.6

Cost of products sold related to restructuringÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 3.6 Ì Ì

Total cost of products soldÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,018.4 1,174.1 1,201.6

Manufacturing margins ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 244.3 410.1 423.1

Other costs and expenses

Selling and administrative ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 247.7 262.9 272.9

Restructuring costsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 26.8 2.7 16.2

Gains on divestitures of businessesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì (1.5) (13.1)

Other-net ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 10.8 5.8 10.0

Total other costs and expenses ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 285.3 269.9 286.0

Operating earnings (loss) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (41.0) 140.2 137.1

Interest

Income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1.9 1.8 1.6

ExpenseÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (41.2) (41.3) (39.8)

Interest-net ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (39.3) (39.5) (38.2)

Earnings (loss) before income taxes and minority shareholders' interests ÏÏÏÏÏÏ (80.3) 100.7 98.9

Provision (beneÑt) for income taxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (46.1) 25.4 26.4

Earnings (loss) before minority shareholders' interests ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (34.2) 75.3 72.5

Minority shareholders' interests in earnings of subsidiaries ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1.5 3.0 2.4

Net earnings (loss)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ (35.7) $ 72.3 $ 70.1

Earnings (loss) per common share

BasicÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ (1.08) $ 2.06 $ 1.90

Diluted ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ (1.08) $ 2.06 $ 1.89

See notes to consolidated Ñnancial statements.
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Consolidated Balance Sheets
Milacron Inc. and Subsidiaries
December 31, 2001 and 2000.

(In millions, except par value) 2001 2000

Assets

Current assets
Cash and cash equivalents ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 110.4 $ 41.2
Notes and accounts receivable (less allowances of $14.1 in 2001 and $12.9 in 2000)ÏÏÏÏÏÏÏÏ 155.1 199.5
Inventories

Raw materials ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 40.2 42.9
Work-in-process and Ñnished parts ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 141.3 192.0
Finished productsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 137.0 132.2

Total inventoriesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 318.5 367.1
Other current assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 76.0 48.2

Total current assetsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 660.0 656.0

Property, plant and equipment-net ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 295.5 305.5

Goodwill ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 410.8 413.7

Other noncurrent assetsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 146.0 89.7

Total assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $1,512.3 $1,464.9

Liabilities and Shareholders' Equity

Current liabilities
Borrowings under lines of credit ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 85.5 $ 85.6
Long-term debt due within one yearÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4.8 8.4
Trade accounts payable ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 92.7 127.3
Advance billings and deposits ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 17.4 25.9
Accrued and other current liabilities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 153.4 158.9

Total current liabilitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 353.8 406.1

Long-term accrued liabilities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 210.3 191.8

Long-term debtÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 513.3 382.6

Total liabilities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,077.4 980.5

Commitments and contingencies ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì

Shareholders' equity
4% Cumulative Preferred shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 6.0 6.0
Common shares, $1 par value (outstanding: 33.5 in 2001 and 33.3 in 2000) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 33.5 33.3
Capital in excess of par value ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 281.4 281.5
Reinvested earnings ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 165.0 213.3
Accumulated other comprehensive lossÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (51.0) (49.7)

Total shareholders' equity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 434.9 484.4

Total liabilities and shareholders' equity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $1,512.3 $1,464.9

See notes to consolidated Ñnancial statements.
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Consolidated Statements of Comprehensive Income and Shareholders' Equity
Milacron Inc. and Subsidiaries
Fiscal years ended December 31, 2001, 2000 and 1999.

Other 4%
Compre- Compre- Cumu- Common Total
hensive hensive lative Shares Capital in Rein- Share-
Income Income Preferred $1 Par Excess of vested holders'

(In millions, except per-share amounts) (Loss) (Loss) Shares Value Par Value Earnings Equity

Balance at year-end 1998ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(14.4) $6.0 $37.8 $341.2 $106.0 $476.6

Stock options exercised and net restricted
stock activity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ .1 1.5 1.6

Purchases of treasury and other common
shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (1.1) (17.2) (18.3)

Net earnings for the yearÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 70.1 70.1 70.1

Other comprehensive lossÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (21.0) (21.0) (21.0)

Total comprehensive income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 49.1

Cash dividends
Preferred shares ($4.00 per share) ÏÏÏÏÏÏÏÏ (.2) (.2)

Common shares ($.48 per share) ÏÏÏÏÏÏÏÏÏ (17.9) (17.9)

Balance at year-end 1999ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (35.4) 6.0 36.8 325.5 158.0 490.9

Stock options exercised and net restricted
stock activity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (.1) 2.0 1.9

Purchases of treasury and other common
shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (3.4) (46.0) (49.4)

Net earnings for the yearÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 72.3 72.3 72.3

Other comprehensive lossÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (14.3) (14.3) (14.3)

Total comprehensive income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 58.0

Cash dividends
Preferred shares ($4.00 per share) ÏÏÏÏÏÏÏÏ (.2) (.2)

Common shares ($.48 per share) ÏÏÏÏÏÏÏÏÏ (16.8) (16.8)

Balance at year-end 2000ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (49.7) 6.0 33.3 281.5 213.3 484.4

Stock options exercised and net restricted
stock activity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ .5 6.7 7.2

Purchases of treasury and other common
shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (.3) (6.8) (7.1)

Net loss for the year ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(35.7) (35.7) (35.7)

Other comprehensive lossÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (1.3) (1.3) (1.3)

Total comprehensive loss ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(37.0)

Cash dividends
Preferred shares ($4.00 per share) ÏÏÏÏÏÏÏÏ (.2) (.2)
Common shares ($.37 per share) ÏÏÏÏÏÏÏÏÏ (12.4) (12.4)

Balance at year-end 2001ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(51.0) $6.0 $33.5 $281.4 $165.0 $434.9

See notes to consolidated Ñnancial statements.
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Consolidated Statements of Cash Flows
Milacron Inc. and Subsidiaries
Fiscal years ended December 31, 2001, 2000 and 1999.

(In millions) 2001 2000 1999

Increase (decrease) in cash and cash equivalents
Operating activities cash Öows

Net earnings (loss) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(35.7) $ 72.3 $ 70.1
Operating activities providing (using) cash

Depreciation and amortization ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 59.2 58.4 58.3
Restructuring costsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 30.4 Ì 16.2
Gains on divestitures of businessesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì (1.5) (13.1)
Deferred income taxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (33.6) 9.1 10.1
Working capital changes

Notes and accounts receivable ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 51.3 6.3 (19.0)
InventoriesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 54.7 (14.5) (9.9)
Other current assetsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ .7 (7.9) (2.6)
Trade accounts payable ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (39.4) 1.6 (9.2)
Other current liabilitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (58.8) (11.2) (4.7)

Decrease (increase) in other noncurrent assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (19.6) (13.1) 1.7
Decrease in long-term accrued liabilities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (1.7) (.1) (6.0)
Other-net ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 5.3 (3.6) (2.5)

Net cash provided by operating activitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 12.8 95.8 89.4
Investing activities cash Öows

Capital expendituresÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (31.6) (47.0) (47.3)
Net disposals of property, plant and equipment ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 5.9 10.0 5.9
AcquisitionsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (28.6) (7.0) (47.0)
Divestitures ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì 11.2 49.2

Net cash used by investing activities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (54.3) (32.8) (39.2)
Financing activities cash Öows

Dividends paid ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (12.6) (17.0) (18.1)
Issuance of long-term debtÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 7.1 115.4 2.0
Repayments of long-term debt ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (10.2) (146.1) (6.3)
Increase (decrease) in borrowings under lines of creditÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 130.6 (5.2) 28.3
Issuance of common shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4.0 Ì .1
Purchase of treasury and other common shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (7.7) (48.4) (22.0)

Net cash provided (used) by Ñnancing activitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 111.2 (101.3) (16.0)

EÅect of exchange rate Öuctuations on cash and cash equivalents ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (.5) (1.8) (1.8)

Increase (decrease) in cash and cash equivalents ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 69.2 (40.1) 32.4

Cash and cash equivalents at beginning of year ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 41.2 81.3 48.9

Cash and cash equivalents at end of yearÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $110.4 $ 41.2 $ 81.3

See notes to consolidated Ñnancial statements.
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Notes to Consolidated Financial Statements

common share data are based on the weighted-averageSummary of SigniÑcant Accounting Policies
number of common shares outstanding adjusted to include

Use of Estimates the eÅects of potentially dilutive stock options and certain
The preparation of Ñnancial statements in conformity restricted shares.

with generally accepted accounting principles requires
management to make estimates and assumptions that af-

Cash and Cash Equivalents
fect the amounts reported in the Ñnancial statements and

The company considers all highly liquid investments
accompanying notes. Actual results could diÅer from those

with a maturity of three months or less to be cash
estimates.

equivalents.

Consolidation Inventory Valuation
The consolidated Ñnancial statements include the ac-

Inventories are stated at the lower of cost or market,
counts of the company and its subsidiaries. All signiÑcant

including provisions for obsolescence commensurate with
intercompany transactions are eliminated.

known or estimated exposures. The principal methods of
determining costs are last-in, Ñrst-out (LIFO) for certain

Foreign Currency Translation U.S. inventories and average or standard cost, which ap-
Assets and liabilities of the company's non-U.S. opera- proximates Ñrst-in, Ñrst-out (FIFO), for other inventories.

tions are translated into U.S. dollars at period-end ex-
change rates. Net exchange gains or losses resulting from Property, Plant and Equipment
such translation are excluded from net earnings and accu-

Property, plant and equipment are stated at cost or, for
mulated in a separate component of shareholders' equity.

assets acquired through business combinations, at fair
Income and expense accounts are translated at weighted-

value at the dates of the respective acquisitions. For Ñnan-
average exchange rates for the period. Gains and losses

cial reporting purposes, depreciation is generally deter-
from foreign currency transactions are included in other

mined on the straight-line method using estimated useful
costs and expenses-net in the Consolidated Statements of

lives of the assets. Depreciation expense was $46.1 million,
Earnings. Such amounts were as follows: 2001 Ì $1.1 mil-

$45.6 million and $47.0 million for 2001, 2000 and 1999,
lion gain; 2000 Ì $.3 million gain; 1999 Ì $1.0 million gain.

respectively.

Property, plant and equipment that are idle and held forRevenue Recognition
sale are valued at the lower of historical cost less accumu-The company recognizes sales revenue when products
lated depreciation or fair value less cost to sell. Carryingare shipped to unaÇliated customers, legal title has passed
costs through the expected disposal dates of such assetsand all signiÑcant contractual obligations of the company
are accrued at the time expected losses are recognized or,have been satisÑed. The company provides for estimated
in the case of assets to be sold at a gain, charged topost-sale warranty costs as revenue is recognized. Appro-
expense as incurred.priate provisions are also made for returns for credit and

uncollectible accounts.
Goodwill

In 2001 and prior years, goodwill, which represents theIncome Taxes
excess of acquisition cost over the net assets acquired inThe company provides deferred income taxes for cu-
business combinations, has been amortized on the straight-mulative temporary diÅerences between the Ñnancial re-
line method over periods ranging from 10 to 40 years.porting basis and income tax basis of its assets and
Amortization expense charged to earnings, amounted toliabilities. Provisions are made for all currently payable
$12.6 million, $12.8 million and $11.3 million in 2001, 2000,federal and state and local income taxes at applicable tax
and 1999, respectively. Beginning in 2002, goodwill will norates. Provisions are also made for any additional taxes on
longer be amortized but will be reviewed annually for im-anticipated distributions from subsidiaries.
pairment (see Recently Issued Pronouncements).

Earnings Per Common Share Under the company's current policy, the carrying
Basic earnings per common share data are based on amount of goodwill is reviewed periodically using estimated

the weighted-average number of common shares outstand- undiscounted cash Öows for the businesses acquired over
ing during the respective periods. Diluted earnings per the remaining amortization periods. If, based on these
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Notes to Consolidated Financial Statements

analyses, the goodwill arising from a particular acquisition atives, the adoption of SFAS No. 133 did not have a
were found to be not recoverable, its carrying value would signiÑcant eÅect on its Ñnancial position or results of opera-
be reduced by the amount of the discounted cash Öow tions during the year 2001.
deÑcit through a charge to earnings. The company also
evaluates long-lived assets for impairment when facts and Recently Issued Pronouncements
circumstances suggest that the carrying amounts of these In June, 2001, the Financial Accounting Standards
assets may not be recoverable. Through 2001, goodwill Board issued Statements of Financial Accounting Stan-
associated with assets acquired in business combinations dards No. 141, ""Business Combinations'' (SFAS No. 141)
has been included in these impairment evaluations when and No. 142, ""Goodwill and Other Intangible Assets''
appropriate. Beginning in 2002, goodwill will no longer be (SFAS No. 142). SFAS No. 141 requires that all business
included but rather will be reviewed on a stand-alone basis combinations be accounted for using the purchase method
(see Recently Issued Pronouncements). and speciÑes the types of acquired intangible assets that

are to be reported separately from goodwill. Under SFAS
No. 142, goodwill and certain other intangible assets thatRetirement BeneÑt Plans
are deemed to have indeÑnite lives are not amortized butThe company maintains various deÑned beneÑt and
are reviewed annually for impairment. If, based on thesedeÑned contribution pension plans covering substantially all
reviews, the related assets are found to be impaired, theirU.S. employees and certain non-U.S. employees. For de-
carrying value is adjusted through a charge to earnings.Ñned beneÑt plans, pension beneÑts are based primarily on
Intangible assets that are not deemed to have indeÑnitelength of service and compensation. The company's policy
lives will continue to be amortized over their expectedis to fund the plans in accordance with applicable laws and
useful lives.regulations.

The company will apply the new accounting rules for
Stock-Based Compensation goodwill and other intangible assets beginning in the Ñrst

The company accounts for stock-based compensation quarter of 2002. Application of the nonamortization provi-
under the provisions of Accounting Principles Board Opin- sions of SFAS No. 142 is expected to result in an increase
ion No. 25, ""Accounting for Stock Issued to Employees,'' in annual pretax earnings of approximately $13 million ($9
and the related interpretations as permitted by Statement of million after tax). During 2002, the company will also com-
Financial Accounting Standards No. 123 ""Accounting for plete the transitional impairment reviews of goodwill and
Stock-Based Compensation.'' indeÑnite-lived intangible assets that are required by SFAS

No. 142. These transitional reviews will be made based on
Derivative Financial Instruments recorded balances as of January 1, 2002 and must be

EÅective January 1, 2001, the company adopted State- completed by June 30, 2002. If, based on these reviews, the
ment of Financial Accounting Standards No. 133, ""Account- assets are found to be impaired, it will be necessary to
ing for Derivative Financial Instruments and Hedging calculate the amount of the required adjustments of their
Activities'' (SFAS No. 133), as amended, which requires carrying values. That process must be completed no later
that all derivative Ñnancial instruments be measured at fair than December 31, 2002. Any adjustments that are identi-
value and recognized in the balance sheet. This standard Ñed through the transitional reviews will be recorded as the
also establishes criteria for the designation of derivative cumulative eÅect of a change in method of accounting. The
Ñnancial instruments as hedges of known or estimated company will also conduct the Ñrst of the required annual
exposures, measuring the eÅectiveness of hedging relation- reviews of goodwill and other indeÑnite-lived intangibles as
ships, and accounting for derivatives used as hedges. of a later date in 2002. Any additional adjustments identiÑed

through these reviews will be recorded as charges to oper-
The company enters into foreign currency forward ex-

ating earnings.
change contracts, which are a form of derivative Ñnancial
instrument, on an ongoing basis commensurate with known The company is in the process of evaluating the possi-
or expected exposures. The purpose of this practice is to ble eÅects of the required transitional reviews as they relate
minimize the potentially adverse eÅect of foreign currency to goodwill. Based on its preliminary evaluation, the com-
exchange rate Öuctuations on the company's operating pany currently expects to record a pretax goodwill impair-
results. The company does not currently hold other types of ment charge of between $180 million and $210 million
derivative Ñnancial instruments and does not engage in ($140 million to $165 million after tax). This charge will be
speculation. Because of the company's limited use of deriv- recorded as the cumulative eÅect of a change in method of
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Notes to Consolidated Financial Statements

accounting when the actual amount is determined around Europe. The plan involved the closure of four smaller manu-
the middle of 2002, retroactive to January 1, 2002. facturing facilities, the operations of which were transferred

to other locations, and the elimination of approximately 310
In August, 2001, the Financial Accounting Standards manufacturing and administrative positions worldwide. The

Board issued Statement of Financial Accounting Standards total cost of implementing the plan was $18.2 million, includ-
No. 144, ""Accounting for the Impairment or Disposal of ing $16.0 million in 1999 and $2.2 million in 2000. Of the
Long-Lived Assets'' (SFAS No. 144), which provides re- 1999 amount, $14.1 million was included in a reserve for
vised guidelines for testing long-lived assets other than employee termination beneÑts and facility exit costs that
intangibles for impairment. SFAS No. 144 also includes was recorded in the fourth quarter. The total cost of the plan
revised accounting and reporting requirements for assets also included 1999 charges of $1.7 million for supplemental
and groups of assets that are determined to be held for early retirement beneÑts for certain employees that are
sale, including their classiÑcation in the balance sheet and being funded through pension plans and $2.7 million for
the reporting of their results of operations and gains and additional costs that were charged to expense as incurred.
losses on their disposal in the statement of earnings. The The total cash cost of the plan, including capital expendi-
company will adopt SFAS No. 144 eÅective January 1, 2002 tures of $3.6 million, was approximately $15.3 million, most
but does not expect any immediate eÅect on its Ñnancial of which was expended in 2000.
position or results of operations.

In the third and fourth quarters of 2001, the company's
management formally approved plans to consolidate addi-Restructuring Costs
tional operations and further reduce the company's cost

In 1999, the company initiated two separate programs
structure. Implementation of these plans is expected to

to improve operating eÇciency and strengthen synergies
result in pretax charges to earnings of approximately $33.2

between certain recently acquired businesses and its previ-
million. Of the total expected cost of the plans, $27.0 million

ously existing operations.
was recorded in 2001, including reserves of $16.3 million for
employee termination beneÑts and $2.4 million for facilityIn September, 1999, the company announced a formal
exit costs. The amount for 2001 also includes $.5 million forplan to consolidate Uniloy's European blow molding opera-
supplemental early retirement beneÑts that will be fundedtions in a new manufacturing facility located near Milan,
through the company's principal U.S. pension plan.Italy. The total cost of the plan, which was initiated in the
Charges against the reserves established in connectionfourth quarter of 1999 and which was completed in 2001,
with the 2001 consolidation and cost reduction plans havewas originally expected to be approximately $6.7 million.
totaled $3.7 million and excess reserves totaling $.5 millionHowever, foreign currency exchange rate Öuctuations sub-
have been reversed. The total cost of the plans also in-sequent to acquisition date and lower than expected costs
cludes amounts for the discontinuation of a number ofto relocate inventory and equipment had the eÅect of reduc-
product lines and certain other inventory write-downs ining the total cost as measured in U.S. dollars to approxi-
both segments, of which $3.6 million was recorded in 2001.mately $5.5 million, including $.7 million that was charged to
This amount is presented as a component of cost of prod-expense as incurred. The remainder of the total cost of the
ucts sold in the Consolidated Statement of Earnings for thatconsolidation was included in a reserve for employee termi-
year. The remaining $10.9 million of the expected total costnation beneÑts and facility exit costs that was established in
of the plans is being charged to expense as incurred,the allocation of the Uniloy acquisition cost. The original
including $4.7 million in 2001.amount of the reserve was $5.7 million but foreign currency

exchange rate Öuctuations had the eÅect of reducing it by
As approved by management, the 2001 plans involve$.9 million. Charges against the reserve in 2000 and 2001

the closure of twelve manufacturing facilities in Northwere $2.5 million and $.8 million, respectively. The total
America, including Ñve smaller South Carolina facilities thatcash cost of the consolidation is ultimately expected to be
will be consolidated in a new leased facility. The plans alsoapproximately $3 million, which is net of the proceeds from
entail the elimination of several warehousing, sales andthe sale of two facilities in Italy, one of which was sold in
administrative locations worldwide. The consolidations and2000.
overhead reductions will result in the elimination of approxi-

In December, 1999, the company initiated a second mately 1,000 manufacturing and administrative positions,
plan to improve operating eÇciency and reduce costs at principally in the U.S. and Europe. As of December 31,
additional businesses. The actions included in the plan 2001, approximately 460 positions had been eliminated. The
involve both segments' operations in North America and net cash cost of implementing the plans, including capital
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expenditures of $4.6 million, will be approximately $25.5 Restructuring Costs
million, of which $9.4 million was spent in 2001. Substan-

(In millions) 2001 2000 1999
tially all of the remainder will be spent in the Ñrst half of
2002. Accruals for termination

beneÑts and facility exit costs $18.7 $ Ì $14.1During 2001, the company's management also ap-
Supplemental retirementproved a plan to integrate the operations of EOC and

beneÑts ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ .5 Ì 1.7Reform (see Acquisitions) with D-M-E's existing European
Other restructuring costsmold base and components business at a total cost of

Costs charged to expense asapproximately $6.6 million. Of this amount, $3.2 million
incurred ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 8.3 2.5 .2relates to EOC and Reform and $3.4 million relates to

Reserve adjustments ÏÏÏÏÏÏÏÏ (.5) (.3) ÌD-M-E. The plan involves the consolidation of the manufac-
27.0 2.2 16.0turing operations of Ñve facilities located in Germany and

Belgium into three facilities, the reorganization of ware- Costs related to the Uniloy,
EOC and Reformhousing and distribution activities in Europe, and the elimi-
consolidations ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 3.4 .5 .2nation of approximately 160 manufacturing and

administrative positions, of which approximately 25 have $30.4 $2.7 $16.2
been eliminated through December 31, 2001. Of the $3.2
million total cost related to EOC and Reform, $1.2 million is

The status of the reserves for the initiatives discussed
included in reserves for employee termination beneÑts and

above is summarized in the following tables. To the extent
facility exit costs that were established in the preliminary

that any unused reserves that were established in the
allocations of the respective acquisition costs. Additional

allocation of acquisition cost remain after the completion of
reserves of $.9 million will be recorded early in 2002 when

the Uniloy, EOC and Reform consolidations, those amounts
the aÅected employees have been formally notiÑed. The

will be applied as reductions of the goodwill arising from the
remainder is being charged to expense as incurred, includ-

respective acquisitions.
ing $.6 million in 2001. As it relates to D-M-E, the cost of the
plan includes $2.5 million for reserves for termination bene-

Restructuring Reserves
Ñts and facility exit costs that were recorded in 2001.

2001Additional D-M-E related costs totaled $.3 million in 2001.
Beginning Usage EndingCharges against the D-M-E reserves in 2001 totaled $.1

(In millions) Balance Additions and other Balance
million.

Uniloy, EOC andThe total cash cost of the consolidation plan is ex-
Reform

pected to be approximately $6.5 million, of which $1.0 consolidations
million was spent in 2001. Termination beneÑts $ 1.4 $ 3.7 $ (.9) $ 4.2

Facility exit costs ÏÏÏÏ .2 Ì Ì .2In total, the company recorded restructuring charges of
1.6 3.7 (.9) 4.4$30.4 million in 2001, including $3.4 million for the EOC and

Restructuring costsReform integration and $27.0 million for the other actions
Termination beneÑts .3 16.0 (3.0) 13.3that are discussed above. An additional $7.3 million will be
Facility exit costs ÏÏÏÏ .4 2.7 (1.6) 1.5

expensed in 2002. The total cash cost of the restructuring
.7 18.7 (4.6) 14.8actions in 2001 was $10.4 million. Additional spending in

Total reserves ÏÏÏÏÏÏÏÏÏ $ 2.3 $22.4 $ (5.5) $19.22002 will total approximately $20 million.

As presented in the Consolidated Statements of Earn-
ings for 2001, 2000 and 1999, the line captioned ""Restruc-
turing costs'' includes the following components:
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ucts for metalworking. Producto had annual sales ap-2000
proaching $5 million as of the acquisition date.Beginning Usage Ending

(In millions) Balance Additions and other Balance
In September, 1999, the company acquired Oak Inter-

Uniloy, EOC and national, Inc. (Oak), a supplier of lubricants and process
Reform cleaners used in metalforming and metalworking. Oak has
consolidations

three manufacturing plants, including two in the U.S. andTermination beneÑts $ 3.6 $ Ì $ (2.2) $ 1.4
one in the U.K., and had annual sales approaching $12Facility exit costs ÏÏÏÏ .7 Ì (.5) .2
million as of the acquisition date.4.3 Ì (2.7) 1.6

Restructuring costs In September, 1999, the company acquired the Micro
Termination beneÑts 9.4 Ì (9.1) .3

Carbide product line, which includes solid carbide reamers,Facility exit costs ÏÏÏÏ 3.8 Ì (3.4) .4
step drills and miniature tools. These products are now

13.2 Ì (12.5) .7
being manufactured by our Data Flute facility.

Total reserves ÏÏÏÏÏÏÏÏÏ $17.5 $ Ì $(15.2) $ 2.3

In May, 2000, the company acquired Akron Extruders,
Inc., a single-screw plastics extrusion manufacturer having
annual sales of approximately $5 million. The manufactureDivestitures of Businesses
of Akron Extruders' lines of single-screw extruders andIn September, 2000, the company completed the sale
replacement barrels and screws has been moved to ourof its German-based industrial magnets business, Widia
principal U.S. plastics machinery facility near Cincinnati,Magnet Engineering, for approximately $14 million and re-
Ohio.corded a pretax gain of $1.5 million ($.8 million after tax).

With 1999 annual sales of approximately $30 million, Widia In October, 2000, the company acquired Ontario Heater
Magnet Engineering had approximately 280 employees and and Supply Company and Rite-Tek Canada (Rite-Tek), two
manufactured and sold both soft and permanent magnets Canadian companies that specialize in the distribution of
used in automotive and other applications. The business maintenance, repair and operating supplies for the plastics
was included in the acquisition of Widia GmbH in 1995 and processing industry. Rite-Tek also manufactures heater
was sold to redeploy assets to other businesses. bands used in plastics processing. The combined sales of

the two companies are approximately $5 million per year.In December, 1999, the company sold its European
plastics extrusion systems business for approximately $44 In April, 2001, the company acquired Progress Preci-
million including post-closing adjustments and recorded a sion, a Canadian manufacturer of barrels and screws and
pretax gain of $13.1 million ($10.1 million after tax). Head- provider of related services for plastics extrusion, injection
quartered in Vienna, Austria, the business had 1999 sales to molding and blow molding. Progress Precision has annual
unaÇliated customers of $62 million, principally to markets sales of approximately $2 million.
in Europe, Asia and South America, and employed approxi-

Also in April, 2001, the company acquired Reformmately 325 people. The business was sold to redeploy
Flachstahl (Reform), a manufacturer of mold bases andassets to other businesses.
plates for plastics injection molding headquartered in Ger-
many. With annual sales of approximately $16 million, Re-Acquisitions
form also provides components, cooling products and tools

In July, 1999, the company acquired Nickerson Machin-
for molds and mold making.

ery Inc., Pliers International Inc., and Plastic Moulding Sup-
ply Ltd. (collectively, Nickerson). With annual sales of $7 In May, 2001, the company completed the acquisition of
million as of the acquisition date, Nickerson sells supplies EOC Normalien (EOC), a German manufacturer of mold
and equipment for plastics processing through two catalog bases, components and die sets for plastics injection mold-
distribution centers in the U.S. and one in the U.K. The ing. EOC has annual sales of approximately $35 million.
operation in the U.K. also manufactures and refurbishes

All of the acquisitions were accounted for under the
screws and barrels for small injection molding machines.

purchase method and were Ñnanced through the use of
In August, 1999, the company acquired Producto available cash and bank borrowings. The aggregate cost of

Chemical, Inc. (Producto), which manufactures process the acquisitions, including professional fees and other re-
cleaners, washers, corrosion inhibitors and specialty prod- lated costs, is expected to total $32.4 million for 2001 and
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was $4.7 million for 2000 and $33.2 million for 1999. The Retirement BeneÑt Plans
allocation of the aggregate cost of the acquisitions to the Pension cost for all deÑned beneÑt plans is summa-
assets acquired and liabilities assumed is presented in the rized in the following table. For all years presented, the
table that follows. table includes amounts for plans for certain employees in

the U.S. and Germany.
Allocation of Acquisition Cost

Pension (Income) Expense(In millions) 2001 2000 1999

(In millions) 2001 2000 1999Cash and cash equivalents ÏÏÏÏÏÏ $ 1.9 $ .2 $ .7

Accounts receivable ÏÏÏÏÏÏÏÏÏÏÏÏ 6.9 .8 4.0 Service cost (beneÑts earned
during the period)ÏÏÏÏÏÏÏÏÏ $ 4.7 $ 5.3 $ 6.4Inventories ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 10.3 1.0 5.0

Interest cost on projectedOther current assets ÏÏÏÏÏÏÏÏÏÏÏÏ .5 .1 .3
beneÑt obligationÏÏÏÏÏÏÏÏÏÏ 35.9 35.1 33.5Property, plant and equipment ÏÏÏ 14.7 .1 4.5

Expected return on planGoodwill ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 10.0 3.5 21.6
assetsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (45.1) (43.5) (40.1)

Other noncurrent assets ÏÏÏÏÏÏÏÏ Ì Ì .5
Supplemental retirement

beneÑts ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ .8 Ì 1.5Total assetsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 44.3 5.7 36.6
Amortization of unrecognizedShort term borrowings and long-

prior service costÏÏÏÏÏÏÏÏÏÏ .5 .5 .5term debt due within
one year ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì 1.0 Amortization of unrecognized

gains and losses ÏÏÏÏÏÏÏÏÏÏ (.2) .3 1.0Other current liabilities ÏÏÏÏÏÏÏÏÏÏ 11.9 1.0 1.6
Amortization of unrecognizedLong-term debtÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì .8

transition (asset) liability ÏÏ Ì .1 (1.5)
Total liabilities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 11.9 1.0 3.4

Pension (income) expense ÏÏ $ (3.4) $ (2.2) $ 1.3
Total acquisition cost ÏÏÏÏÏÏÏÏÏÏÏ $32.4 $ 4.7 $33.2

The following table summarizes changes in the pro-
In the 2001 allocation of acquisition cost, other current jected beneÑt obligation for all deÑned beneÑt plans.

liabilities includes $2.1 million for the integration of EOC and
Reform with the company's existing D-M-E mold compo- Projected BeneÑt Obligation
nents business in Europe (see Restructuring Costs).

(In millions) 2001 2000
Unaudited pro forma sales and earnings information for

Balance at beginning of year ÏÏÏÏÏÏÏÏ $(464.0) $(455.3)2001, 2000 and 1999 is not presented because the amounts
Service cost ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (4.7) (5.3)would not vary materially from the comparable amounts
Interest cost ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (35.9) (35.1)reÖected in the company's historical Consolidated State-
BeneÑts paid ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 37.5 37.4ments of Earnings.
Actuarial loss ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (6.4) (11.1)

Plan amendment ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (3.6) ÌResearch and Development
Supplemental retirement beneÑts ÏÏÏÏ (.8) ÌCharges to operations for research and development
Change in discount rate ÏÏÏÏÏÏÏÏÏÏÏÏ (24.3) Ìactivities are summarized below.
Sale of industrial magnets business Ì 1.5

Research and Development Foreign currency translation
adjustments ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ .4 3.9

(In millions) 2001 2000 1999
Balance at end of year ÏÏÏÏÏÏÏÏÏÏÏ $(501.8) $(464.0)

Research and developmentÏÏÏÏÏÏ $30.8 $34.4 $34.5

The following table summarizes the changes in plan
assets for the U.S. plans. Consistent with customary prac-
tice in Germany, the plans for employees in that country
have not been funded.
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The following table presents the weighted-average ac-Plan Assets
tuarial assumptions used for all deÑned beneÑt plans in

(In millions) 2001 2000
2001, 2000 and 1999.

Balance at beginning of year ÏÏÏÏÏÏÏÏÏ $ 482.3 $ 501.5
Actuarial AssumptionsActual investment return (loss) ÏÏÏÏÏÏ (16.1) 15.0

BeneÑts paid ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (34.2) (34.2) 2001 2000 1999

Balance at end of year ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 432.0 $ 482.3 Discount rate ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 7.2% 7.6% 7.6%

Expected long-term rate of return
on plan assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 9.5% 9.5% 9.5%

The following table sets forth the funded status of the
Rate of increase in future

plans for U.S. employees at year-end 2001 and 2000. compensation levels ÏÏÏÏÏÏÏÏÏÏÏÏ 4.1% 5.0% 5.0%

Funded Status at Year-End
The company also maintains certain deÑned contribu-

(In millions) 2001 2000 tion and 401(k) plans. Participation in these plans is availa-
ble to certain U.S. employees. Costs for these plans wereVested beneÑt obligationÏÏÏÏÏÏÏÏÏÏÏÏ $(419.3) $(373.0)
$5.3 million, $9.9 million and $10.0 million in 2001, 2000 and

Accumulated beneÑt obligation ÏÏÏÏÏÏ $(431.5) $(390.1) 1999, respectively.

Projected beneÑt obligation ÏÏÏÏÏÏÏÏÏ $(463.7) $(426.9) In addition to pension beneÑts, the company also pro-
Plan assets at fair value ÏÏÏÏÏÏÏÏÏÏÏÏ 432.0 482.3 vides varying levels of postretirement health care beneÑts

to certain U.S. employees. Substantially all such employeesExcess (deÑciency) of plan assets in
relation to projected beneÑt are covered by the company's principal plan, under which
obligationÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (31.7) 55.4 beneÑts are provided to employees who retire from active

Unrecognized net loss (gain) ÏÏÏÏÏÏÏ 40.4 (51.5) service after having attained age 55 and ten years of
Unrecognized prior service cost ÏÏÏÏÏ 5.7 2.7 service. The plan is contributory in nature. For employees

retiring prior to 1980, such contributions are based onPrepaid pension cost ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 14.4 $ 6.6
varying percentages of the current per-contract cost of
beneÑts, with the company funding any excess over these
amounts. For employees retiring after 1979, the dollarThe assets of the principal U.S. plan consist primarily of
amount of the company's current and future contributions isstocks, debt securities and mutual funds. The plan also
frozen.includes common shares of the company with a market

value of $38.3 million in 2001 and $37.2 million in 2000.
The following table presents the components of the

company's postretirement health care cost under the princi-The following table sets forth the status of the com-
pal U.S. plan.pany's deÑned beneÑt pension plans for certain employees

in Germany.
Postretirement Health Care Cost

Status at Year-End (In millions) 2001 2000 1999

(In millions) 2001 2000 Service cost (beneÑts earned during
the period) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ .1 $ .1 $ .2Vested beneÑt obligationÏÏÏÏÏÏÏÏÏÏÏ $ (32.8) $ (32.3)

Interest cost on accumulated
Accumulated beneÑt obligation ÏÏÏÏÏ $ (35.1) $ (34.5) postretirement beneÑt obligation ÏÏ 1.9 2.0 1.9

Amortization of unrecognized gains (.5) (.5) (.4)Projected beneÑt obligation ÏÏÏÏÏÏÏÏ $ (38.1) $ (37.1)
Postretirement health care cost ÏÏÏÏÏ $1.5 $1.6 $1.7Unrecognized net lossÏÏÏÏÏÏÏÏÏÏÏÏÏ 1.6 1.3

Accrued pension cost ÏÏÏÏÏÏÏÏÏÏÏÏÏ $ (36.5) $ (35.8)
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The following table summarizes changes in the accu- Income Taxes
mulated postretirement beneÑt obligation for the principal Deferred income taxes reÖect the net tax eÅects of
U.S. plan. temporary diÅerences between the carrying amounts of

assets and liabilities for Ñnancial reporting purposes and
Accumulated Postretirement BeneÑt Obligation the amounts used for income tax purposes. The signiÑcant

components of the company's deferred tax assets and(In millions) 2001 2000
liabilities as of year-end 2001 and 2000 are as follows:

Balance at beginning of year ÏÏÏÏÏÏÏÏÏ $(25.6) $(25.9)

Service cost ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (.1) (.1) Components of Deferred Tax Assets and Liabilities
Interest cost ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (1.9) (2.0)

(In millions) 2001 2000
BeneÑts paid net of contributions ÏÏÏÏÏ 3.3 3.3

Deferred tax assetsActuarial loss ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (.4) (.9)
Net operating loss carryforwards ÏÏÏ $ 68.5 $ 41.9Change in discount rateÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (1.8) Ì
Tax credit carryforwards ÏÏÏÏÏÏÏÏÏÏÏ 6.4 ÌBalance at end of yearÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(26.5) $(25.6)
Accrued postretirement health care

beneÑtsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 12.0 11.3

Inventories, principally due toThe following table presents the components of the
obsolescence reserves andcompany's liability for postretirement health care beneÑts
additional costs inventoried for tax

under the principal U.S. plan. purposes ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 10.6 6.2

Accrued employee beneÑts other
Accrued Postretirement Health Care BeneÑts than pensions and retiree health

care beneÑts ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 7.5 9.5(In millions) 2001 2000
Accrued pension costÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 10.5 10.3

Accumulated postretirement beneÑt
Accrued warranty cost ÏÏÏÏÏÏÏÏÏÏÏÏÏ 2.6 2.7obligation
Accrued taxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2.9 3.3Retirees ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(20.5) $(20.2)

Fully eligible active participants ÏÏÏ (2.4) (2.3) Accounts receivable, principally due
Other active participants ÏÏÏÏÏÏÏÏÏ (3.6) (3.1) to allowances for doubtful

accountsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2.9 3.8(26.5) (25.6)
Accrued liabilities and other ÏÏÏÏÏÏÏÏ 25.2 23.8Unrecognized net gain ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (5.5) (8.1)
Total deferred tax assets ÏÏÏÏÏÏÏÏÏÏ 149.1 112.8Accrued postretirement health care
Less valuation allowancesÏÏÏÏÏÏÏÏÏÏ (18.6) (23.7)beneÑtsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(32.0) $(33.7)

Deferred tax assets net of
valuation allowancesÏÏÏÏÏÏÏÏÏÏÏ 130.5 89.1

The discount rate used in calculating the accumulated
Deferred tax liabilities

postretirement beneÑt obligation was 7.25% for 2001 and
Property, plant and equipment,

7.75% for 2000. For 2002, the assumed rate of increase in principally due to diÅerences in
health care costs used to calculate the accumulated postre- depreciation methods ÏÏÏÏÏÏÏÏÏÏÏÏ 24.3 23.4
tirement beneÑt obligation is 6.7%. This rate is assumed to InventoriesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 9.0 11.7
decrease to varying degrees annually to 5.0% for years after Goodwill ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 21.4 15.0
2005. Because the dollar amount of the company's contri-

Prepaid pension costs ÏÏÏÏÏÏÏÏÏÏÏÏÏ 9.7 6.6
butions for most employees is frozen, a one percent change

Total deferred tax liabilitiesÏÏÏÏÏÏÏÏÏ 64.4 56.7in each year in relation to the above assumptions would not
signiÑcantly change the accumulated postretirement beneÑt Net deferred tax assets ÏÏÏÏÏÏÏÏÏÏ $ 66.1 $ 32.4
obligation or the total cost of the plan.

Summarized in the following tables are the company's
earnings before income taxes, its provision for income
taxes, the components of the provision for deferred income
taxes and a reconciliation of the U.S. statutory rate to the
tax provision rate.
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Components of the Provision (BeneÑt)Earnings (Loss) Before Income Taxes
for Deferred Income Taxes

(In millions) 2001 2000 1999
(In millions) 2001 2000 1999

United States ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(64.5) $ 63.2 $61.9
Change in valuation allowances $ (5.1) $(11.6) $ (1.7)

Non-U.S ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (15.8) 37.5 37.0
Change in deferred taxes

$(80.3) $100.7 $98.9 related to operating loss and
tax credit carryforwards ÏÏÏÏÏ (33.0) 10.6 13.2

Depreciation and amortization ÏÏÏ 7.3 4.7 4.0
As presented in the above table, earnings (loss) from Inventories and accounts

U.S. operations in 2001 includes restructuring costs of receivable ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (6.2) (1.6) (0.5)
$15.1 million, while earnings from non-U.S. operations in- Accrued pension and other
cludes $15.3 million of such costs. Earnings from U.S. and employee costs ÏÏÏÏÏÏÏÏÏÏÏÏÏ 4.2 2.4 0.5
non-U.S. operations in 2000 include restructuring costs $1.5 OtherÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (.8) 4.6 (5.4)
million and $1.2 million, respectively. Non-U.S. operations

$(33.6) $ 9.1 $ 10.1
for 2000 also includes a gain of $1.5 million on the sale of
the company's industrial magnets business. In 1999, earn-
ings from U.S. operations includes restructuring costs of

Reconciliation of the U.S. Statutory Rate
$5.2 million. Earnings from non-U.S. operations in 1999 to the Tax Provision Rate
includes restructuring costs of $11.0 million and the gain on

2001 2000 1999the sale of the company's European extrusion systems
business of $13.1 million. U.S. statutory tax rate ÏÏÏÏÏÏÏ (35.0)% 35.0% 35.0%

Increase (decrease)
Provision (BeneÑt) for Income Taxes resulting from

Tax beneÑts from net
(In millions) 2001 2000 1999 reversal of valuation

allowances ÏÏÏÏÏÏÏÏÏÏÏÏÏ (14.2) (15.6) (1.2)Current provision (beneÑt)
United States ÏÏÏÏÏÏÏÏÏÏÏÏ $(16.7) $ 12.1 $ 2.0 Losses without current tax

beneÑts ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 7.8 4.0 1.7State and local ÏÏÏÏÏÏÏÏÏÏÏ (.2) (4.6) 2.3
Adjustment of tax reservesÏÏ (11.0) (5.8) (7.1)Non-U.S ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4.4 8.8 12.0
Statutory tax rate changes ÏÏ 1.2 4.3 5.3

(12.5) 16.3 16.3
U.S. federal income tax

Deferred provision (beneÑt) credits ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì (.7) (3.0)
United States ÏÏÏÏÏÏÏÏÏÏÏÏ (13.7) 10.7 10.6

EÅect of operations outside
Non-U.S ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (19.9) (1.6) (.5) the U.SÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (1.0) 1.3 (4.2)

(33.6) 9.1 10.1 State and local income
taxes, net of federal

$(46.1) $ 25.4 $26.4 beneÑt ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (3.1) 3.1 1.5

OtherÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (2.1) (.4) (1.3)

(57.4)% 25.2% 26.7%

At year-end 2001 the company had a U.S. net operating
loss carryforward of approximately $23.8 million that ex-
pires in 2021. In addition, certain of the company's non-U.S.
subsidiaries had net operating loss carryforwards aggregat-
ing approximately $169.7 million, substantially all of which
have no expiration dates. Approximately 36% of these loss
carryforwards are subject to restrictive covenants under a
Ñve year contractual agreement through 2004 with the tax
authorities in Germany.
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Undistributed earnings of foreign subsidiaries which then sells, on a revolving basis, an undivided percentage
are intended to be indeÑnitely reinvested aggregated $126.4 interest in designated pools of accounts receivable to the
million at the end of 2001. No deferred income taxes have Ñnancial institution. As existing receivables are collected,
been recorded with respect to this amount. MCC sells undivided percentage interests in new eligible

receivables. Accounts that become 90 days past due are no
Income taxes of $11.1 million, $14.7 million and $3.0

longer eligible to be sold and the company is at risk for
million were paid in 2001, 2000 and 1999, respectively.

credit losses for which the company maintains an allowance
for doubtful accounts.

Earnings Per Common Share
The current agreement allows the company to receiveThe following tables present the calculation of earnings

up to $75 million at a cost of funds linked to commercialavailable to common shareholders and a reconciliation of
paper rates. The receivables purchase agreement expiresthe shares used to calculate basic and diluted earnings per
in 2004; the related liquidity facility backed by the Ñnancialcommon share.
institution and three other commercial banks currently re-
quires annual renewals, at their option.Earnings Applicable to Common Shareholders

At December 31, 2001, 2000 and 1999, the undivided(In millions) 2001 2000 1999
interest in the company's gross accounts receivable that

Net earnings (loss) ÏÏÏÏÏÏÏÏÏÏÏ $(35.7) $72.3 $70.1 had been sold to the purchaser aggregated $59.8 million,
Dividends on Preferred sharesÏÏ (.2) (.2) (.2) $85.0 million, and $75.0 million, respectively. The amounts

sold are reÖected as reductions of accounts receivable inEarnings (loss) applicable to
common shareholders ÏÏÏÏÏÏÏ $(35.9) $72.1 $69.9 the Consolidated Balance Sheets as of the respective

dates. Increases and decreases in the amount sold are
reported as operating cash Öows in the consolidated State-Reconciliation of Shares
ments of Cash Flows. Costs related to the sales were

(In thousands) 2001 2000 1999
$3.5 million in 2001, $5.6 million in 2000 and $4.1 million in

Weighted-average common 1999. These amounts are included in other costs and ex-
shares outstanding ÏÏÏÏÏÏÏÏ 33,222 34,935 36,847 penses-net in the Consolidated Statements of Earnings.

EÅect of dilutive stock options
Certain of the company's operations also sell accountsand restricted shares ÏÏÏÏÏÏ Ì 111 202

receivable on an ongoing basis. In some cases, these sales
Weighted-average common

are made with recourse, in which case appropriate reservesshares assuming dilutionÏÏÏ 33,222 35,046 37,049
for potential losses are recorded at the sale date. At De-
cember 31, 2001 and December 31, 2000, the gross amount
of accounts receivable that had been sold under theseIn 2001, weighted-average shares assuming dilution
arrangements totaled $11.1 million and $15.2 million,excludes the eÅect of potentially dilutive stock options and
respectively.restricted shares because their inclusion would result in a

smaller loss per common share. Had they been included,
The company also periodically sells with recourse

weighted-average shares assuming dilution would have
notes receivable arising from customer purchases of plas-

been 33,340 thousand. The weighted-average shares as-
tics processing machinery and, in a limited number of

suming dilution amounts presented and discussed above
cases, guarantees the repayment of notes from its custom-

exclude restricted shares subject to contingent vesting
ers to third party lenders. At December 31, 2001, the

based on the attainment of speciÑed earnings objectives
company's maximum exposure under these arrangements

(see Stock-Based Compensation).
totaled $14.8 million. In the event a customer were to fail to
repay a note, the company would generally regain title to

Receivables the machinery for later resale as used equipment. Costs
The company maintains a receivables purchase agree- related to sales of notes and guarantees have not been

ment with a third party Ñnancial institution. As accounts material in the past.
receivable are generated from customer sales made by
certain of the company's U.S. consolidated subsidiaries, Inventories
those receivables are sold to Milacron Commercial Corp. Inventories amounting to $76.3 million in 2001 and
(MCC), a wholly-owned, consolidated subsidiary. MCC $111.3 million in 2000 are stated at LIFO cost. If stated at
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FIFO cost, such inventories would be greater by approxi- Long-Term Accrued Liabilities
mately $16.4 million in 2001 and $16.5 million in 2000. (In millions) 2001 2000

As presented in the Consolidated Balance Sheets, in- Accrued pensions and other
ventories are net of reserves for obsolescence of $44.0 compensation ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 61.6 $ 63.1
million and $36.2 million in 2001 and 2000, respectively. Accrued postretirement health care

beneÑtsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 35.1 37.3

Accrued and deferred income taxesÏÏÏ 59.5 34.8Property, Plant and Equipment
Minority shareholders' interestsÏÏÏÏÏÏÏ 21.1 23.3The components of property, plant and equipment are
OtherÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 33.0 33.3shown in the following table.

$210.3 $191.8
Property, Plant and Equipment Ì Net

(In millions) 2001 2000

Land ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 13.1 $ 12.7 Long-Term Debt
The components of long-term debt are shown in theBuildings ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 149.6 143.2

following table.Machinery and equipmentÏÏÏÏÏÏÏÏÏÏ 478.9 443.7

641.6 599.6
Long-Term Debt

Less accumulated depreciationÏÏÏÏÏ (346.1) (294.1)
(In millions) 2001 2000

$ 295.5 $ 305.5
83/8% Notes due 2004ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $115.0 $115.0

75/8% Eurobonds due 2005 ÏÏÏÏÏÏÏÏÏÏÏ 103.5 104.6

Revolving credit facility ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 274.3 146.1
Liabilities

OtherÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 25.3 25.3
The components of accrued and other current liabilities

518.1 391.0and long-term accrued liabilities are shown in the following
Less current maturities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (4.8) (8.4)tables.

$513.3 $382.6
Accrued and Other Current Liabilities

(In millions) 2001 2000
As of December 31, 2001, borrowings under the com-

Accrued salaries, wages and other pany's revolving credit facility (see Lines of Credit) totaled
compensation ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 45.7 $ 48.1

$326.3 million, of which $274.3 million is included in long-
Accrued and deferred income taxesÏÏÏ 10.3 17.9 term debt and $52.0 million is included in borrowings under
Other accrued expenses ÏÏÏÏÏÏÏÏÏÏÏÏÏ 97.4 92.9 lines of credit in the Consolidated Balance Sheet. At De-

cember 31, 2000, long-term debt included $146.1 million of$153.4 $158.9
the total of $204.1 million borrowed under the facility. The
amounts included in long-term debt are based on the ex-
pectation that these borrowings will remain outstanding for
more than one year. The borrowings are at variable interest
rates, which had a weighted average of 5.3% per year at
December 31, 2001 and 7.4% per year at December 31,
2000.

Except for the 83/8% Notes due 2004 and the 75/8%
Eurobonds due 2005, the carrying amount of the company's
long-term debt approximates fair value. At year-end 2001,
the fair value of the 83/8% Notes due 2004 was approxi-
mately $90.8 million and the fair value of the 75/8%
Eurobonds due 2005 was approximately $77.4 million.
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These amounts are based on quoted prices as of Decem- facilities support letters of credit and leases in addition to
ber 31, 2001. providing borrowings under varying terms. At December 31,

2001, $333 million was drawn against the revolving creditCertain of the above long-term debt obligations contain
facility including outstanding letters of credit of $7 million.various restrictions and Ñnancial covenants. Amounts bor-
The revolving credit facility, which includes certain Ñnancialrowed under the revolving credit facility are collateralized.
covenants, was amended in 2001. As amended, the facilityExcept for minor amounts borrowed under Industrial Reve-
limits the payment of cash dividends and imposes certainnue Development Bonds and similar Ñnancings and certain
restrictions on share repurchases, capital expenditures andnon-U.S. bank borrowings, none of the company's other
cash acquisitions. In connection with the amendment, theindebtedness is secured.
company pledged as collateral the capital stock of its princi-

Interest paid was $40.5 million in 2001, $33.1 million in
pal direct domestic subsidiaries as well as the inventories of

2000 and $38.1 million in 1999.
the company and all of its domestic subsidiaries and certain

Maturities of long-term debt for the Ñve years after other domestic tangible and intangible assets.
2001 are shown in the following table.

The company uses a ""net debt capacity'' concept for
internal liquidity management purposes and calculates it asMaturities of Long-Term Debt
the sum of (i) the additional amount that can be borrowed

(In millions) in compliance with its net debt to EBITDA (earnings before
2002ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 4.8 interest, taxes, depreciation and amortization) Ñnancial

covenant in the revolving credit facility and (ii) the amount2003ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 3.3
of cash and cash equivalents on hand. Increases in cash2004ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 116.5
and cash equivalents serve to increase the amount of net2005ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 379.0
debt capacity as of any given time whereas decreases in2006ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1.4
cash and cash equivalents serve to reduce the net debt
capacity. As of December 31, 2001, the company's net debt
capacity totaled approximately $116 million, which con-The company leases certain equipment and facilities
sisted of $110 million in cash and an additional $6 million inunder operating leases, some of which include varying
borrowing ability from all otherwise available lines of credit.renewal and purchase options. Future minimum rental pay-

ments applicable to noncancellable operating leases during
EÅective March 14, 2002, the revolving credit facility

the next Ñve years and in the aggregate thereafter are
was further amended to, among other things, adjust certain

shown in the following table.
Ñnancial covenants including suspension of the leverage
test (ratio of net debt to EBITDA) for the Ñrst two quarters

Rental Payments
of 2002. Under the terms of the amended agreement, the

(In millions) maximum borrowing under the facility reduces from $335
million to $325 million at June 15, 2002 and $310 million at2002ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $18.6
December 31, 2002. The amended agreement includes a2003ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 14.7
number of Ñnancial and other covenants, including those

2004ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 12.5
which require the company to achieve speciÑed minimum

2005ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 7.9
levels of quarterly EBITDA and maintain certain ratios of net

2006ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 5.9 debt to EBITDA and limit the incurrence of new debt. If the
After 2006 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 27.4 amended facility had been in eÅect as of January 1, 2002, in

addition to the $110 million of cash and cash equivalents,
the company would have been able to borrow approxi-

Rent expense was $21.2 million, $23.6 million and
mately $2 million in additional funds under the facility and up

$22.3 million in 2001, 2000 and 1999, respectively.
to $68 million from other lines of credit. The facility also
allows for over $40 million of additional indebtedness fromLines of Credit
other sources.

At year-end 2001, the company had lines of credit with
various U.S. and non-U.S. banks totaling approximately The weighted-average interest rate on borrowings
$476 million, including a $335 million committed revolving under lines of credit outstanding as of year-end was 5.4%
credit facility which expires in June, 2005. These credit for 2001 and 7.5% for 2000.
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Shareholders' Equity Ì Preferred and Common SharesShareholders' Equity
On October 2, 1998, the company announced its inten- (In millions, except per-share

tion to repurchase up to two million of its outstanding amounts) 2001 2000
common shares on the open market, of which 1,239,700

4% Cumulative Preferred shares
were repurchased during the fourth quarter of 1998. The

authorized, issued and outstanding,
remaining 760,300 shares were repurchased in the Ñrst 60,000 shares at $100 par value,
quarter of 1999. For all of 1999, the company repurchased a redeemable at $105 a share ÏÏÏÏÏÏÏÏÏÏÏ $6.0 $6.0
total of 960,300 treasury shares at a cost of $16.3 million.

Common shares, $1 par value, authorized
During 1999, 948 treasury shares were reissued. Additional 50,000,000 shares, issued and
shares totaling 103,168 were repurchased in 1999 in con- outstanding, 2001: 33,467,506 shares;
nection with current exercises of stock options and re- 2000: 33,346,596 shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 33.5 33.3
stricted share grants in lieu of the use of authorized but
unissued shares or treasury shares.

As presented in the previous table, common shares
On February 4, 2000, the company's Board of Directors

outstanding are net of treasury shares of 6,140,582 in 2001
approved an additional share repurchase program authoriz-

and 6,307,125 in 2000.
ing the repurchase of up to four million common shares on
the open market, of which 3,271,800 were repurchased The company has authorized ten million serial prefer-
during 2000. An additional 200,000 shares were repur- ence shares with $1 par value. None of these shares have
chased in the Ñrst quarter of 2001 in connection with this been issued.
authorization. Under the terms of the amended revolving

Holders of company common shares have one vote percredit facility (see Lines of Credit) the company agreed that
share until they have held their shares at least 36 consecu-no additional repurchases will be made. In total, the com-
tive months, after which they are entitled to ten votes perpany purchased 3,349,938 treasury shares in 2000 at a cost
share.of $48.7 million. An additional 43,516 shares were pur-

chased on the open market for management incentive and The company has a stockholder rights plan which pro-
employee beneÑt programs. A total of 78,000 treasury vides for the issuance of one nonvoting preferred stock
shares were reissued in 2000 in connection with restricted right for each common share issued as of February 5, 1999
share grants. or issued subsequent thereto. Each right, if activated, will

entitle the holder to purchase 1/1000 of a share of Series AFor all of 2001, the company repurchased a total of
Participating Cumulative Preferred Stock at an initial exer-260,000 treasury shares at a cost of $5.2 million. An addi-
cise price of $70.00. Each 1/1000 of a preferred share willtional 109,440 shares were repurchased on the open mar-
be entitled to participate in dividends and vote on anket in connection with stock option exercises, restricted
equivalent basis with one whole common share. Initially, thestock grants and employee beneÑt programs. Stock option
rights are not exercisable. The rights will become exercisa-exercises also resulted in the issuance of 28,500 previously
ble if any person or group acquires, or makes a tender oÅerunissued shares. A total of 426,543 treasury shares were
for, more than 15% of the company's outstanding commonreissued in 2001 in connection with management incentive
shares. In the event that any party should acquire more thanand employee beneÑt programs.
15% of the company's common shares without the approval
of the Board of Directors, the rights entitle all other share-
holders to purchase the preferred shares at a substantial
discount. In addition, if a merger occurs with any potential
acquirer owning more than 15% of the shares outstanding,
holders of rights other than the potential acquirer will be
able to purchase the acquirer's common stock at a substan-
tial discount. The rights plan expires in February, 2009.

Comprehensive Income (Loss)
Total comprehensive income or loss represents the net

change in shareholders' equity during a period from
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sources other than transactions with shareholders and, as eÅect on the company's consolidated Ñnancial position or
such, includes net earnings or loss for the period. For the results of operations.
company, the only other components of total comprehen-
sive income are the change in cumulative foreign currency Foreign Exchange Contracts
translation adjustments and, beginning in 2001, the change At December 31, 2001, the company had outstanding
in the fair value of foreign currency exchange contracts forward contracts totaling $2.8 million, which generally ma-
accounted for as cash Öow hedges. The components of ture in periods of six months or less. These contracts
total comprehensive income (loss) are as follows: require the company and its subsidiaries to exchange cur-

rencies on the maturity dates at exchange rates agreed
Comprehensive Income (Loss) upon at inception. Substantially all of these contracts have
(In millions) 2001 2000 1999 been designated as cash Öow hedges with any gains or

losses resulting from changes in their fair value being
Net earnings (loss) ÏÏÏÏÏÏ $(35.7) $ 72.3 $ 70.1

recorded as a component of other comprehensive income
Foreign currency or loss pending completion of the transaction being hedged.

translation adjustments (1.3) (14.3) (21.0)

Cumulative eÅect of Stock-Based Compensationchange in method of
The 1997 Long-Term Incentive Plan (1997 Plan) per-accounting ÏÏÏÏÏÏÏÏÏÏÏÏ (.3) Ì Ì

mits the company to grant its common shares in the form of
Change in fair value of

non-qualiÑed stock options, incentive stock options, re-foreign currency
stricted stock and performance awards.exchange contracts ÏÏÏÏ .3 Ì Ì

Under the 1997 Plan, non-qualiÑed and incentive stockTotal comprehensive
options are granted at market value, vest in increments overincome (loss) ÏÏÏÏÏÏÏÏÏ $(37.0) $ 58.0 $ 49.1
a four or Ñve year period, and expire ten years subsequent
to the award. Of the 4,214,775 stock options outstanding at

At December 31, 2001, the company's accumulated year-end 2001, 331,000 are incentive stock options.
other comprehensive loss consisted almost entirely of for-

Summaries of stock options granted under the 1997eign currency translation adjustments. The amount related
Plan and prior plans are presented in the following tables.to foreign currency exchange contracts was insigniÑcant.

Stock Option ActivityContingencies
Weighted-The company is involved in remedial investigations and

Averageactions at various locations, including former plant facilities,
Exercise

and EPA Superfund sites where the company and other Shares Price
companies have been designated as potentially responsible

Outstanding at year-end 1998 ÏÏ 3,409,403 $ 22.34parties. The company accrues remediation costs, on an
Granted ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 455,500 19.67undiscounted basis, when it is probable that a liability has
ExercisedÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (8,440) 15.21been incurred and the amount of the liability can be reason-
CancelledÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (106,184) 22.78ably estimated. Accruals for estimated losses from environ-

Outstanding at year-end 1999 ÏÏ 3,750,279 22.02mental remediation obligations generally are recognized no
Granted ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 717,800 13.51later than the completion of a remediation feasibility study.
ExercisedÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (28,500) 9.50The accruals are adjusted as further information becomes
CancelledÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (358,304) 20.71

available or circumstances change. Environmental costs
Outstanding at year-end 2000 ÏÏ 4,081,275 20.65have not been material in the past.

Granted ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 603,000 19.79
Various lawsuits arising during the normal course of ExercisedÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (311,350) 13.26

CancelledÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (158,150) 20.91business are pending against the company and its consoli-
dated subsidiaries. Outstanding at year-end 2001 ÏÏ 4,214,775 21.06

In the opinion of management, the ultimate liability, if
any, resulting from these matters will have no signiÑcant
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determined under Statement of Financial Accounting Stan-Exercisable Stock Options at Year-End
dards No. 123, ""Accounting for Stock-Based Compensa-

Stock
tion,'' are presented in the following table.Options

Pro Forma Earnings (Loss)1999 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,871,467

2000 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,134,700 (In millions, except 
per-share amounts) 2001 2000 19992001 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,261,538

Net earnings (loss) ÏÏÏÏÏÏÏÏ $(37.7) $70.7 $67.1

Shares Available for Future Grant at Year-End Net earnings (loss) per
common shareShares

BasicÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(1.14) $2.02 $1.81
1999 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 141,552

Diluted ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(1.14) $2.01 $1.81
2000 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,130,595

2001 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,658,721
The weighted-average per-share fair value of stock

options granted during 2001, 2000 and 1999 was $7.61,
The following tables summarize information about $4.15 and $6.02, respectively. The fair values of the options

stock options outstanding at December 31, 2001. were calculated as of the grant dates using the Black-
Scholes option pricing model using the followingComponents of Outstanding Stock Options
assumptions:

Average Weighted-
Range of Remaining Average

Fair Value AssumptionsExercise Number Contract Exercise
Prices Outstanding Life Price 2001 2000 1999

$13.00-19.56 961,950 6.7 $ 13.87 Dividend yield ÏÏÏÏÏÏ .8-1.2% 3.7% 2.4%
20.00-27.91 3,252,825 5.3 23.19 Expected volatilityÏÏÏ 39-50% 38-48% 35-41%

Risk free interest14.50-27.91 4,214,775 5.7 21.06
rate at grant date 4.74-5.15% 6.61-6.63% 4.9-5.6%

Expected life in
Components of Exercisable Stock Options years ÏÏÏÏÏÏÏÏÏÏÏÏ 2-7 2-7 2-7

Weighted-
Range of Average Under the 1997 Plan, performance awards are granted
Exercise Number Exercise in the form of restricted stock awards which vest based on

Prices Exercisable Price
the achievement of speciÑed earnings objectives over a

$14.50-19.56 186,750 $ 14.87 three year period. The 1997 Plan also permits the granting
of other restricted stock awards, which also vest three20.00-27.91 2,074,788 23.80
years from the date of grant. During the restriction period,

14.50-27.91 2,261,538 23.06 restricted stock awards entitle the holder to all the rights of
a holder of common shares, including dividend and voting
rights. Unvested shares are restricted as to disposition andBecause the company accounts for stock-based com-
subject to forfeiture under certain circumstances. In 2001,pensation in accordance with Accounting Principles Board
reversals of prior years' accruals for performance grants ofOpinion No. 25 and because stock options outstanding
$.3 million oÅset charges to expense totaling $.3 million forunder the 1997 Plan and prior plans have exercise prices
other restricted stock awards. The amount of compensationequal to the market price of the company's common shares
expense recognized in 2000 for restricted stock, includingat the grant dates, no compensation expense is recognized.
performance awards, was $.5 million. In 1999, reversals ofPro forma earnings amounts prepared under the assump-
prior years' accruals for performance grants resulted in ation that the stock options granted in years 1995 through

2001 had been accounted for based on their fair value as
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net beneÑt from restricted stock of $5.8 million. Restricted company has operations in the United States, Canada,
stock award activity is as follows: Mexico and other countries located principally in western

Europe and Asia.
Restricted Stock Activity

The company's business segments are determined
2001 2000 1999 based on the nature of the products produced and the

markets served. The plastics technologies segment in-Restricted stock
cludes the production of injection molding machines, moldgranted ÏÏÏÏÏÏÏÏÏÏÏÏ 90,500 86,000 81,974
bases, systems for extrusion and blow molding and various

Weighted-average other specialty equipment. The market is driven by the
market value on

consumer economy and the automotive and construction
date of grant ÏÏÏÏÏÏÏ $ 19.21 $ 13.13 $ 20.09

industries. The metalworking technologies segment serves
a variety of industries, including the automotive industry. It

Restricted shares awarded as performance awards produces four basic types of industrial products: metalcut-
subject to contingent vesting totaled 51,000 in 2001, 68,000 ting tools (carbide inserts and round tools), metalworking
in 2000 and 68,174 in 1999. Outstanding restricted shares Öuids, precision grinding wheels and carbide wear parts.
subject to contingent vesting totaled 159,493, 173,075 and The markets for both business segments are highly com-
267,808 at year-end 2001, 2000 and 1999, respectively. The petitive and can be cyclical in nature.
amount outstanding at year-end 2001 includes 52,806

Financial data for the past three years for the com-shares that will be cancelled in February, 2002 because the
pany's business segments are shown in the following ta-basic earnings per common share objective for 2001 was
bles. The accounting policies followed by the segments arenot attained. In February, 2001 and 2000, restricted shares
identical to those used in the preparation of the company'ssubject to contingent vesting of 42,345 and 153,488, re-
consolidated Ñnancial statements. The eÅects of interseg-spectively, were also cancelled.
ment transactions, which are not material in amount, have

Cancellations of restricted stock, including shares can- been eliminated. The company incurs costs and expenses
celled to pay employee withholding taxes at maturity, to- and holds certain assets at the corporate level which relate
taled 73,133 in 2001, 190,434 in 2000 and 38,262 in 1999. to its business as a whole. Certain of these amounts have

been allocated to the company's business segments by
Issuances of shares related to performance awards

various methods, largely on the basis of usage. Manage-
earned under a prior plan and to deferred directors' fees

ment believes that all such allocations are reasonable.
totaled 18,525 in 2001, 7,016 in 2000 and 12,754 in 1999.

Organization
The company operates in two business segments:

plastics technologies and metalworking technologies. The
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Operating Information by SegmentSales by Segment

(In millions) 2001 2000 1999(In millions) 2001 2000 1999

Capital expendituresPlastics technologies ÏÏÏÏÏÏ $ 662.4 $ 873.8 $ 904.2
Plastics technologies ÏÏÏÏ $ 12.4 $ 22.1 $ 18.9Metalworking technologies 600.3 710.4 720.5
Metalworking

Total salesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $1,262.7 $1,584.2 $1,624.7 technologies ÏÏÏÏÏÏÏÏÏÏ 19.0 23.7 26.7
Unallocated corporate ÏÏÏ .2 1.2 1.7

Total capital expendituresÏÏ $ 31.6 $ 47.0 $ 47.3
Operating Information by Segment

Depreciation and(In millions) 2001 2000 1999
amortization

Operating earnings (loss) Plastics technologies ÏÏÏÏ $ 31.6 $ 30.8 $ 32.8
Plastics technologies ÏÏÏÏ $ (9.9) $ 97.0 $ 89.3 Metalworking
Metalworking technologies ÏÏÏÏÏÏÏÏÏÏ 26.8 26.9 24.9

technologies ÏÏÏÏÏÏÏÏÏÏ 19.9 70.7 72.8 Unallocated corporate ÏÏÏ .8 .7 .6
Restructuring costs (a) (30.4) (2.7) (16.2) Total depreciation and
Gains on divestitures of amortization ÏÏÏÏÏÏÏÏÏÏÏÏ $ 59.2 $ 58.4 $ 58.3

businesses (b) ÏÏÏÏÏÏÏ Ì 1.5 13.1
Corporate expensesÏÏÏÏÏ (16.3) (18.7) (16.5)

(a) In 2001, $17.2 million relates to the plastics technolo-Other unallocated
gies segment and $13.2 million relates to the metal-expenses (c)ÏÏÏÏÏÏÏÏÏ (4.3) (7.6) (5.4)
working technologies segment. In 2000, $1.1 millionOperating earnings (loss) (41.0) 140.2 137.1
relates to the plastics technologies segment and

Interest expense-net ÏÏÏÏÏÏ (39.3) (39.5) (38.2)
$1.6 million relates to the metalworking technologies

Earnings (loss) before segment. In 1999, $6.7 million relates to the plastics
income taxes and technologies segment and $9.5 million relates to the
minority shareholders'

metalworking technologies segment.
interestsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ (80.3) $ 100.7 $ 98.9

(b) The 2000 amount relates to the metalworking technol-
ogies segment and the 1999 amount relates to theSegment assets (d)
plastics technologies segment.Plastics technologies ÏÏÏÏ $ 773.8 $ 850.5 $ 850.8

Metalworking (c) Includes Ñnancing costs related to the sale of accounts
technologies ÏÏÏÏÏÏÏÏÏÏ 464.1 517.7 552.8 receivable.

1,237.9 1,368.2 1,403.6 (d) Segment assets consist principally of accounts receiv-
Cash and cash

able, inventories, goodwill and property, plant and
equivalents ÏÏÏÏÏÏÏÏÏÏÏ 110.4 41.2 81.3

equipment which are considered controllable assetsReceivables sold ÏÏÏÏÏÏÏÏ (59.8) (85.0) (75.0)
for management reporting purposes.Deferred income taxesÏÏÏ 125.3 52.4 52.4

Unallocated corporate (e) Consists principally of corporate assets, nonconsoli-
and other (e)ÏÏÏÏÏÏÏÏÏ 98.5 88.1 74.4 dated investments, certain intangible assets, cash sur-

Total assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $1,512.3 $1,464.9 $1,536.7 render value of company-owned life insurance, prepaid
expenses and deferred charges.
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Sales of U.S. operations include export sales ofGeographic Information
$108.7 million in 2001, $132.9 million in 2000 and

(In millions) 2001 2000 1999
$148.4 million in 1999.

Sales (a)
Total sales of the company's U.S. and non-U.S. opera-

United States ÏÏÏÏÏÏÏÏÏÏÏ $ 737.2 $1,038.8 $1,002.9
tions to unaÇliated customers outside the U.S. wereNon-U.S. operations
$582.9 million, $612.7 million and $714.7 million in 2001,Germany ÏÏÏÏÏÏÏÏÏÏÏÏÏ 205.4 217.5 234.5
2000 and 1999, respectively.Other western Europe 182.0 176.4 252.2

AsiaÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 85.0 90.5 83.3
Other ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 53.1 61.0 51.8

Total salesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $1,262.7 $1,584.2 $1,624.7

Noncurrent assets
United States ÏÏÏÏÏÏÏÏÏÏÏ $ 554.1 $ 574.4 $ 579.3
Non-U.S. operations

Germany ÏÏÏÏÏÏÏÏÏÏÏÏÏ 122.3 102.7 112.6
Other western Europe 73.6 76.9 75.7
AsiaÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 21.8 19.2 20.3
Other ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 7.9 7.4 6.2

Total noncurrent assetsÏÏÏÏ $ 779.7 $ 780.6 $ 794.1

(a) Sales are attributed to speciÑc countries or geographic
areas based on the origin of the shipment.
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Report of Independent Auditors Supplementary Financial Information

Board of Directors Operating Results by Quarter (Unaudited)
Milacron Inc.

(In millions, except per-share amounts) 2001
We have audited the accompanying Consolidated Bal-

Qtr 1 Qtr 2 Qtr 3 Qtr 4
ance Sheets of Milacron Inc. and subsidiaries as of Decem-
ber 31, 2001 and 2000, and the related Consolidated Sales ÏÏÏÏÏÏÏÏÏÏÏÏ $339.1 $323.2 $294.9 $305.5
Statements of Earnings, Comprehensive Income and Manufacturing
Shareholders' Equity, and Cash Flows for each of the three margins ÏÏÏÏÏÏÏÏ 79.5 69.4 46.6 48.8
years in the period ended December 31, 2001. Our audits Percent of sales 23.4% 21.5% 15.8% 16.0%
also included the Ñnancial statement schedule listed in the Net earnings
Index at Item 14 (a). These Ñnancial statements and sched- (loss) (a) ÏÏÏÏÏ 3.5 1.1 (18.4) (21.9)
ule are the responsibility of the Company's management. Per common

shareOur responsibility is to express an opinion on these Ñnan-
Basic ÏÏÏÏÏÏÏÏ .10 .03 (.55) (.66)cial statements and schedule based on our audits.
DilutedÏÏÏÏÏÏÏ .10 .03 (.55) (.66)

We conducted our audits in accordance with auditing
standards generally accepted in the United States. Those 2000
standards require that we plan and perform the audit to

Sales ÏÏÏÏÏÏÏÏÏÏÏÏ $396.9 $404.5 $394.0 $388.8obtain reasonable assurance about whether the Ñnancial
Manufacturingstatements are free of material misstatement. An audit

margins ÏÏÏÏÏÏÏÏ 102.9 105.4 102.0 99.8includes examining, on a test basis, evidence supporting
Percent of sales 25.9% 26.1% 25.9% 25.7%the amounts and disclosures in the Ñnancial statements. An

Net earnings (b) 15.1 16.7 18.5 22.0audit also includes assessing the accounting principles
Per commonused and signiÑcant estimates made by management, as

sharewell as evaluating the overall Ñnancial statement presenta-
Basic ÏÏÏÏÏÏÏÏ .42 .47 .53 .65

tion. We believe that our audits provide a reasonable basis
DilutedÏÏÏÏÏÏÏ .41 .47 .53 .65

for our opinion.

In our opinion, the Ñnancial statements referred to (a) Includes restructuring costs of $12.6 million ($7.8 mil-
above present fairly, in all material respects, the consoli- lion after tax) in quarter 3 and $17.8 million ($11.3 mil-
dated Ñnancial position of Milacron Inc. and subsidiaries at lion after tax) in quarter 4.
December 31, 2001 and 2000, and the consolidated results

(b) Includes restructuring costs of $1.2 million ($.8 millionof their operations and their cash Öows for each of the three
after tax) in quarter 1, $.3 million ($.2 million after tax)years in the period ended December 31, 2001, in conformity
in quarter 2, $.6 million ($.4 million after tax) in quar-with accounting principles generally accepted in the United
ter 3, and $.6 million ($.5 million after tax) in quarter 4.States. Also, in our opinion, the related Ñnancial statement
In quarter 3, also includes a gain of $1.5 millionschedule, when considered in relation to the basic Ñnancial
($.8 million after tax) on the sale of the company'sstatements taken as a whole, presents fairly in all material
industrial magnets business.respects the information set forth therein.

/s/ Ernst & Young LLP

Cincinnati, Ohio
March 14, 2002
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure

Not applicable.

PART III

Item 10. Directors and Executive OÇcers of the Registrant
The information required by the Ñrst part of Item 10 is (i) incorporated herein by reference to the ""Election of Directors''
section of the company's proxy statement dated March 29, 2002 and (ii) included in Part I ""Executive OÇcers of the
Registrant'', on page 9 of this Form 10-K.

The information required by the second part of Item 10 is incorporated herein by reference to the ""Section 16(a) BeneÑcial
Ownership Reporting Compliance'' section of the company's proxy statement dated March 29, 2002.

Item 11. Executive Compensation
The following sections of the company's proxy statement dated March 29, 2002 are incorporated herein by reference: 

""Board of Directors and Board Committees Ì Compensation and BeneÑts'', ""Retirement'', ""Executive Severance
Agreements'', ""Personnel and Compensation Committee Report on Executive Compensation'', ""Summary Compen-
sation Table'', ""Option Grants in Last Fiscal Year'', ""Aggregated Option Exercises in Last Year and Fiscal Year-End
Option Values'', and ""Performance Graph''.

Item 12. Security Ownership of Certain BeneÑcial Owners and Management
The ""Principal Holders of Voting Securities'' section and the ""Share Ownership of Directors and Executive OÇcers''
section of the company's proxy statement dated March 29, 2002 is incorporated herein by reference.

Item 13. Certain Relationships and Related Transactions
The ""Certain Transactions'' and ""Stock Loan Programs'' sections of the company's proxy statement dated March 29, 2002
is incorporated herein by reference.

PART IV

Item 14. Exhibits, Financial Statement Schedules and Reports on Form 8-K
Item 14(a) (1) & (2) Ì List of Financial Statements and Financial Statement Schedules.

The following consolidated Ñnancial statements of Milacron Inc. and subsidiaries are included in Item 8:

Page

Consolidated Statements of Earnings Ì 2001, 2000 and 1999 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 26

Consolidated Balance Sheets Ì 2001 and 2000 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 27

Consolidated Statements of Comprehensive Income and Shareholders' Equity Ì 2001, 2000 and 1999 ÏÏ 28

Consolidated Statements of Cash Flows Ì 2001, 2000 and 1999 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 29

Notes to Consolidated Financial Statements ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 30

Report of Independent Auditors ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 48

Supplementary Financial InformationÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 48

The following consolidated Ñnancial statement schedule of Milacron Inc. and subsidiaries for the years ended 2001, 2000
and 1999 is Ñled herewith pursuant to Item 14(d):

Page

Schedule II Ì Valuation and Qualifying Accounts and Reserves ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 53
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All other schedules for which provision is made in the applicable accounting regulation of the Securities and Exchange
Commission are not required under the related instructions or are inapplicable, and therefore have been omitted.

Item 14 (a) (3) Ì List of Exhibits

2. Plan of Acquisition, Reorganization, Arrangement, Liquidation, or Succession Ì not applicable.

3. Articles of Incorporation and By-Laws.

3.1 Restated CertiÑcate of Incorporation Ñled with the Secretary of State of the State of Delaware on November 17,
1998

Ì Incorporated herein by reference to the company's Registration Statement on Form S-8 (Registration
No. 333-70733).

3.2 By-Laws, as amended

Ì Incorporated herein by reference to the company's Registration Statement on Form S-8 (Registration
No. 333-70733).

4. Instruments DeÑning the Rights of Security Holders, Including Indentures:

4.1 83/8% Notes due 2004

Ì Incorporated herein by reference to the company's Amendment No. 3 to Form S-4 Registration Statement
dated July 7, 1994 (File No. 33-53009).

4.2 Milacron Inc. hereby agrees to furnish to the Securities and Exchange Commission, upon its request, the
instruments with respect to long-term debt for securities authorized thereunder which do not exceed 10% of the
registrant's total consolidated assets.

9. Voting Trust Agreement Ì not applicable

10. Material Contracts:

10.1 Milacron 1991 Long-Term Incentive Plan

Ì Incorporated herein by reference to the company's Proxy Statement dated March 22, 1991.

10.2 Milacron 1994 Long-Term Incentive Plan

Ì Incorporated herein by reference to the company's Proxy Statement dated March 24, 1994.

10.3 Milacron 1997 Long-Term Incentive Plan, as amended

Ì Incorporated herein by reference to the company's Form 10-Q for the quarter ended March 31, 2001.

10.4 Milacron 1996 Short-Term Management Incentive Plan

Ì Incorporated herein by reference to the company's Form 10-K for the Ñscal year ended December 28, 1996.

10.5 Milacron Supplemental Pension Plan, as amended

Ì Incorporated by reference to the company's Form 10-K for the Ñscal year ended December 31, 1999.

10.6 Milacron Supplemental Retirement Plan, as amended

Ì Incorporated by reference to the company's Form 10-K for the Ñscal year ended December 31, 1999.

10.7 Milacron Inc. Plan for the Deferral of Director's Compensation, as amended

Ì Incorporated by reference to the company's Form 10-K for the Ñscal year ended December 31, 1998.

10.8 Milacron Inc. Retirement Plan for Non-Employee Directors, as amended

Ì Incorporated by reference to the company's Form 10-K for the Ñscal year ended December 31, 1998.

10.9 Milacron Supplemental Executive Retirement Plan, as amended

Ì Incorporated by reference to the company's Form 10-K for the Ñscal year ended December 31, 1999.

10.10 Amended and Restated Revolving Credit Agreement dated as of November 30, 1998 among Milacron Inc.,
Cincinnati Milacron KunststoÅmaschinen Europe GmbH, the lenders listed therein and Bankers Trust Company,
as agent.

Ì Incorporated by reference to the company's Form 10-K for the Ñscal year ended December 31, 1998.

10.11 Milacron Compensation Deferral Plan, as amended

Ì Incorporated by reference to the company's Form 10-K for the Ñscal year ended December 31, 1999.
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10.12 Rights Agreement dated as of February 5, 1999, between Milacron Inc. and Chase Mellon Shareholder Services,
L.L.C., as Rights Agent

Ì Incorporated herein by reference to the company's Registration Statement on Form 8-A (File
No. 001-08485).

10.13 Purchase and Sale Agreement between UNOVA, Inc., UNOVA Industrial Automation Systems, Inc., UNOVA U.K.
Limited and Cincinnati Milacron Inc. dated August 20, 1998.

Ì Incorporated herein by reference to the company's Form 8-K dated October 2, 1998.

10.14 Purchase and Sale Agreement between Johnson Controls, Inc., Hoover Universal, Inc. and Cincinnati Milacron
Inc., dated August 3, 1998.

Ì Incorporated herein by reference to the company's Form 8-K dated September 30, 1998.

10.15 Amendment Number One dated as of March 31, 1999 to the Amended and Restated Revolving Credit
Agreement dated as of November 30, 1998 among Milacron Inc., Cincinnati Milacron KunststoÅmaschinen
Europe GmbH, the lenders listed therein and Bankers Trust Company, as agent.

Ì Incorporated by reference to the company's Form 10-K for the Ñscal year ended December 31, 1999.

10.16 Milacron Supplemental Executive Pension Plan.

Ì Incorporated by reference to the company's Form 10-K for the Ñscal year ended December 31, 1999.

10.17 Milacron Compensation Deferral Plan Trust Agreement by and between Milacron Inc. and Reliance Trust
Company.

Ì Incorporated by reference to the company's Form 10-K for the Ñscal year ended December 31, 1999.

10.18 Milacron Supplemental Retirement Plan Trust Agreement by and between Milacron Inc. and Reliance Trust
Company.

Ì Incorporated by reference to the company's Form 10-K for the Ñscal year ended December 31, 1999.

10.19 Amendment Number Two dated as of January 31, 2000 to the Amended and Restated Revolving Credit
Agreement dated as of November 30, 1998 among Milacron Inc., Cincinnati Grundstucksverwaltung GmbH,
Milacron KunststoÅmaschinen Europe GmbH, the lenders listed therein and Bankers Trust Company as Agent.

Ì Incorporated by reference to the company's Form 10-Q for the quarter ended March 31, 2000.

10.20 Amendment Number Three dated as of July 13, 2000 to the Amended and Restated Revolving Credit Agreement
dated as of November 30, 1998 among Milacron Inc., Milacron KunststoÅmaschinen Europe GmbH, Milacron
Metalworking Technologies Holding GmbH, Milacron B.V., the lenders listed therein and Bankers Trust
Company as Agent.

Ì Incorporated by reference to the company's Form 10-Q for the quarter ended June 30, 2000.

10.21 Amendment Number Four dated as of August 8, 2001 to the Amended and Restated Revolving Credit
Agreement dated as of November 30, 1998 among Milacron Inc., Milacron KunststoÅmaschinen Europe GmbH,
Milacron Metalworking Technologies Holding GmbH, Milacron B.V., the lenders listed therein and Bankers Trust
Company as Agent.

Ì Incorporated by reference to the company's Form 10-Q for the quarter ended June 30, 2001.

10.22 Amendment Number Five dated as of September 30, 2001 to the Amended and Restated Revolving Credit
Agreement dated as of November 30, 1998 among Milacron Inc., Milacron KunststoÅmaschinen Europe GmbH,
Milacron Metalworking Technologies Holding GmbH, Milacron B.V., the lenders listed therein and Bankers Trust
Company as Agent.

Ì Incorporated by reference to the company's Form 8-K dated October 15, 2001.

11. Statement Regarding Computation of Per-Share Earnings

12. Statement Regarding Computation of Ratios Ì not applicable

13. Annual report to security holders, Form 10-Q or quarterly report to security holders Ì not applicable

16. Letter regarding Change in Certifying Accountant Ì not applicable

18. Letter regarding Change in Accounting Principles Ì not applicable

21. Subsidiaries of the Registrant

22. Published Report Regarding Matters Submitted to Vote of Security Holders Ì none
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23. Consent of Experts and Counsel

24. Power of Attorney Ì not applicable

99. Additional Exhibits Ì not applicable

Item 14(b) Ì Reports on Form 8-K

Ì A current report on Form 8-K, Items 7 and 9, dated September 27, 2001, was Ñled concerning the company's press
release lowering its third and fourth quarter 2001 earnings guidance.

Ì A current report on Form 8-K, Items 5 and 7, dated October 15, 2001, was Ñled concerning the company's
Amendment Number Five (the ""Amendment'') to its Amended and Restated Revolving Credit Agreement.

Ì A current report on Form 8-K, items 7 and 9, dated October 16, 2001, was Ñled concerning the company's press
release regarding the reduction in the Registrant's quarterly dividend on common stock and the signing of an
amended revolving credit agreement is incorporated by reference

Ì A current report on Form 8-K, Items 5,7 and 9, dated November 9, 2001 was Ñled concerning the company's press
release regarding earnings for the third quarter 2001.

Item 14 (c) & (d) Ì Index to Certain Exhibits and Financial Statement Schedules

The responses to these portions of Item 14 are submitted as a separate section of this report.
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Milacron Inc. and Subsidiaries
Schedule II Ó Valuation and Qualifying Accounts and Reserves
Years ended 2001, 2000 and 1999
(In thousands)

Col. A Col. B Col. C Col. D Col. E

Additions

Balance at Charged to Balance
Beginning Cost and Other Deductions at End

Description of Period Expenses Ì Describe Ì Describe of Period

Year ended 2001

Allowance for doubtful accountsÏÏÏÏÏÏÏÏÏÏ $12,875 $ 5,359 $ 324(a) $ 4,422(b) $14,071

65(c)

Restructuring and consolidation reserves ÏÏÏ $ 2,570 $21,227 $1,133(a) $ 5,119(b) $19,442

132(c) 501(e)

Allowance for inventory obsolescence ÏÏÏÏ $36,235 $12,880 $ Ì $ 4,945(b) $43,968

202(c)

Year ended 2000

Allowance for doubtful accountsÏÏÏÏÏÏÏÏÏÏ $12,103 $ 4,459 $ Ì $ 2,981(b) $12,875

490(c)

216(d)

Restructuring and consolidation reserves $17,836 $ Ì $ Ì $13,955(b) $ 2,570

1,029(c)

282(e)

Allowance for inventory obsolescence ÏÏÏÏ $37,645 $ 6,263 $ Ì $ 5,306(b) $36,235

2,177(c)

190(d)

Year ended 1999

Allowance for doubtful accountsÏÏÏÏÏÏÏÏÏÏ $12,083 $ 5,021 $ 46(a) $ 2,618(b) $12,103

534(c)

1,895(d)

Restructuring and consolidation reserves ÏÏÏ $ 521 $14,137 $5,722(a) $ 1,852(b) $17,836

692(c)

Allowance for inventory obsolescence ÏÏÏÏ $37,350 $ 9,920 $ 271(a) $ 6,791(b) $37,645

2,512(c)

593(d)

(a) Consists of reserves of subsidiaries purchased during the year.
(b) Represents amounts charged against the reserves during the year.
(c) Represents foreign currency translation adjustment during the year.
(d) Consists of reserves of the business sold during the year.
(e) Represents reversals of excess reserves.
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Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Milacron Inc.

By: /s/ Ronald D. Brown

Ronald D. Brown; Chairman,
President and Chief Executive OÇcer,
Director
(Chief Executive OÇcer)

By: /s/ Robert P. Lienesch

Robert P. Lienesch; Vice President Ì
Finance and Chief Financial OÇcer
(Chief Financial OÇcer)

By: /s/ Jerome L. Fedders

Jerome L. Fedders; Controller
(Chief Accounting OÇcer)

Date: March 20, 2002

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons
on behalf of the registrant and in capacities and on the dates indicated.

/s/ Harry A. Hammerly /s/ Darryl F. Allen

Harry A. Hammerly; March 20, 2002 Darryl F. Allen; March 20, 2002
(Director) (Director)

/s/ David L. Burner /s/ Barbara Hackman Franklin

David L. Burner; March 20, 2002 Barbara Hackman Franklin; March 20, 2002
(Director) (Director)

/s/ Daniel J. Meyer

Daniel J. Meyer; March 20, 2002
(Director)
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Item 14 (c) and (d) Ì Index to Certain Exhibits and Financial Statement Schedules

Exhibit 11 Computation of Per-Share Earnings Bound Separately

Exhibit 21 Subsidiaries of the Registrant Bound Separately

Exhibit 23 Consent of Experts and Counsel Bound Separately
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