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Alcon moving 
100 jobs to 
Fort Worth in 
· consolidation 
~ Marketing and administration jobs 

are coming to the area from Atlanta. 

By Jim Fuquay c,{ 3l { l L 
jfuquay@star-~elegram.com 

O 
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Alcon Labs is moving about 100 posi
tions from Atlanta to Fort Worth as the 
companyconsolidates its eye-care head
quarters operations. 

The move follows the acquisition of 
Alcon J:>y Switzerland-based Novartis in 
April. As part of the merger, Alcon be
caine the Novartis eye-care division, in
corporating the company's Ciba Vision 
and Novartis Ophthalmics units. Nestle 
had had majority ownership of Alcon. 

The jobs moving to Fort Worth are in 
marketing and other administrative 

· functions that were part of Atlanta- ., 
based Ciba Vision, which produces con - ". 
tact lenses and lens-care products, said 
Bettina Maunz, Alcon's vice president of 
corporate communications. Ciba Vi
sionrs contact lens manufacturing and 
research operations will remain in Atlan -

· ta, Maunz said Tuesday. 
Alcon has been based in Fort Worth 

since its founding in 1945. It employs 
about 22,000 people, including about 
More on ALCON. 2C 
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· six months, up 11 percent· 
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to Novartis'' latest eqtnings 
release.·It contributed '$1.8 
billion in operating income 
during the period,' up 10 
percent. 

Novarti$ rep0rted $28.9 
billion in sales and $6.9 
billion in net income dur
ing _the first six months. 

Jim Fuquay, 817-390-7552 
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Alc~n moving 
100-jobs.to 
Fort Worth in 
consolidation 
0 ry-lprketing and administra'tlon J-00s 
are.c-orning to the area from Atl.~nt,a.

1 ,, By Jim Fuquay o\ ;3 ( I( -
jfuqµay@star-telegram.c<;>rn ' D . 

Alcon La_bs is 'moving about 100 posi-
tions fi:qm Atlanta to Fort Worth as the I 
comp!ijiy ~onso}idate,s:its.eY.e-c~e head- :: · 
quartets operatipns. . 

Th~ move fpllow~ the acquisition pf 
A.Ico!J by- SwitzE_!rl_i;md '." biwed Noy?I"MS .in ' l 
April. As P,.art of the me,ger,. Neon lie- · -·---. · .. 
came the Novartis eye-care.division, in-

. corporatiµg t~e: .~Ji>anf's Ciba .V~11 

[
~ aml Novartisl1pl;ffilm:rilcs''Wlits~ Nestle 
. h:9~ llad majority owne1'."6'}µJl· !i>'f Alcon.. . 

~- .The jobs mov.ihg to F1Drt Worth ge,\in 
· · mark'eµng . a,id · p~ei:·. ~~&fr6it:ive 
.. function~ ' :that -w~re,.;p~t· ,r 4,~:anta-
1 .• base<lGi'l;la ':Visio.nr,which pJodi.i~·con
~- ~({~~es ~d ·1eriS.i~ate ·p~ijJ:10'ts,' s~d 

B'ehip,~ ~a1.1U,;:JAfoon1s vip~ r:p,tl=l~iaent of 
~, C(?rP,'erat-ei -eo~~cilti0~~i. Gib.a; Vi
' . •si~n!s CO,hfacti( lens 11).®ufae.turmg· and 

rese~ch ~P,«;irations_ will remaip in Atlan- . 
• ·• ta"~auniz.sitjel Tuesday. . , . 
' AlC.Qn has been based in.fort WoJilh 
I since its Jowiding,. in J945. ~It ::'employs 
. about 22,000 people, including about 
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Lilboralory Will Be Built 
Oit South Freeway. Plol 

.,; 

: · Purchase of an 85-acre tract on offices of the firm, now located at 
.the South F.reeway· as a site for 1400 Henderson. · 

Conner saL, construction will 
. consµ'Uction of a $500,000 phar• get under way as soon as cur-
. maceutic~l lab&atory was an- rent lease commitments permit. 
-noull.ced Wednesday by W. C. 11.lcon plans ta. make a part of 
,Conner; president of 'Alcon Lab• the 85-acre site available for in

: oratories. The · price was r:i• dustrial development. 
i. ported to be $93,000. . · Alcon had its start here soon 

· The site on the east ~tde of after the end of . World War II. 
., : the Freew~y !}ear the i.1tersec- Two pharmacists, Conner and R . 

. • tion with the Southwest Loop, D. Alexander, vice president, 
; was sold by Mrs. Dora E. Gosney, formed a partnership in rounding 
· • who with · her husband, 0. L. Gos_- the Alcon Prescription Labora-

~ 
ey lives near Everman. The tory on W. 7th. . 
roP.erty has been ~nder l~as_e to Rapid growth of the ~usiness 

Russell Field, a private a1rf1eld. brought a~out separa_t1_on of 
Conner said the new laboratory manufacturing and retailing be-

uilding will be designed by John fore the ·end _of the first year's 

~ 
W. Floore, architect, for the o.perati<in. Alcon Laboratories 

· ;highly specialized production of y,as incorporated with Harold C. 
·sterile drug preparations 'for use "Johnson as sales manager. The 

· -Lee Angle Photo. . '1 in the eye. ear, nose and throat retail .phari;nacy continued in op-
. · 'field of medicine. . eration as a separate business 

PLAN NEW PLANT-R. D. Alexander, left, vice preSl· r·· The air-conditioned building with Conner and Alexander as 
dent', and W. C. Conner,. president of Alcon Laboratories; ·will be free of ·dust and bacteria. co-owners until it was sold in 1· 

are shown as they ,announce plans to build a $500,000 j In addition to the laboratories, 1954. 
plan.t on the South. Freeway-. .- the building will liouse general -· 

1 ,-----------·---------- -
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Board of Directors 
Alcon Laboratories, Inc. 
Fort Worth, Texas 

W . T . WAGGONE R BUILDIN G 

F"ORT WORTH 2. TEXAS 

June 10, 1955 

FORT W ORTH 

D A LLAS 
ABILENE 

We have examined the balance sheet of Alcon Laboratories, Inc. 
as of April 30, 1955, and the related statements of income and earnings 
retained in the business for the fiscal year then ended . Our examination 
was made in accordance with generally accepted auditing standards and 
accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

During the year a plan of recapitalization and reorganization as 
to the financial structure of the Company was approved by the Board 
of Directors. All preferred stock and bonds payable were transferred 
out for common stock, thereby cancelling the preferred stock and bonds. 
The Company's authorized stock was increased to 475,000 shares of 
common stock only, with all old common stock being called in and new 
common stock being issued therefor. The new stock was issued two for 
one for the old common stock as the result of a stock spHt previously 
approved, The remaining available shares, except 30,000 shares to be 
sold at a later date, were put up for sale. At the present time a sub
stantial amount of such shares have been sold. 

At the time of calling in all preferred stock the total cumulative 
dividends on such stock was paid in full in the amount of $12, 42L 50. 

On March 1, 1955 a profit sharing trust creating a retirement 
plan for employees of the Company was entered into and the Company 
made an initial deposit to the trust in the amount of $500. 00. Briefly 
the plan provides that the Company contribute to the trust annually an 
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amount in excess of the first $40,000.00 in profits, not to exceed 10% 
of the annual compensation of the covered employees; plus any carry
overs permitted as an income tax deduction by law. Each employee 
must contribute to the trui;,t 5 % of his total salary or wage on a monthly 
basis; The trust provides a retirement plan for the employee through 
an investment in insurance contracts and also an auxiliary investment 
account. The funds in the auxiliary investment account . can be in
vested according to the limitations set forth in the trust agreement. 
Earnings from such investments become a pro rata increase in tLe 
vested amount owned in the trust by the various qualified participants. 
The trust agreement has not yet been submitted or approved by the 
Director of Internal Revenue. However, when such approval has been 
granted the contributions made to the trust by the Company will be 
deductible as an expense for Federal Income tax pusposes. 

On April 22, 1955 the Company acquired approximatel y 84 acres 
of land about seven miles South of downtown Fort Worth on the North
South Expressway. The total cost of such land in the amount of 
$92,719.70 is included in the balance sheet as a non-current asset. 
However, it is intended that only about twenty acres of the land is to 
be used by the Company at any time. This leaves approximately 64 
acres which will be hald for resale in the future when such sales and 
sale prices appear to be most advantageous to the Company. 

OPINION 

In our opinion, the accompanying balance sheet and statements of 
income and earnings retained in the business present fairly the 
financial position of Alcon Laboratories, Inc . at April 30, 1955, 
and the results of its operations for the fiscal year then ended, in 

-4-
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conformity with generally accepted accounting principles applied 
on a basis consistent with that of the p_receedlng year. 

LARUE, LAWRENCE, WOOD & KELLY 
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ALCON LABORATORIES, INC. 
STOCKHOLDERS MEETING 

The annual meeti.ng of the Stockholders of Alcon Laboratori.es, Inc. was 
held Tuesday, June 14, 1955 at the Cattleman's Cafe, Fort Worth, Texas with the 
following St~_ckh9lders present: Mr. W. C. Con~er, Mr. R. D. Alexander, Mr. Harold 
C. Johnson, Mr. D. L. Merrill, Mr. R. W. Carter, Mr. W. A. Padgett, Mr. H. L. 
Abbott, Mr. Dave, Pitts, Mr. C.H. Richardson, Doctors Ronald Smith, Noel Bailey, 
W. H. McKenzie, Walter West, W. N. Jenkins, John Garnett, Willi.am Skokan, Keith 
Barnes, John Arrington, Harold Beasley, A . E. Jackson, Oscar Marchman, DeWitt 
Neighbors and Mrs. Robert Newton. 

The. meeting was called to order by the President and the minutes of the 
called meeting of December 17, 1954 were read and there being no corrections or 
addittons were approved as read. 

The President welcomed the new Stockholders and introduced and comment
ed briefly on the various department heads who we r e present. The members of the 
Board of D irectors were also recognized, with the President expressing appreciation 
for their guidance and support. 

Financial statements for the fiscal year ended April 30, 1955 were dis
tributed with the President commenting tnat the report was very detailed and he felt 
a suggestion in order to the Board of Directors that in the future these reports be 
more condensed. He further commented that the reports were of a highly confidenti.al 
nature and hoped they would be maintained as such. 

The President pointed out that the sales quota of $615,000 for the year 
was $100,000 short, which would have contributed approximately $60,000 more in 
profits . He commented further that the fact that $14, 000 worth of merchandise was 
invoiced in April but not shipped until May also reduced the net profit , since the 
auditors recommended that it be included in May business for the purpose of reducing 
income taxes and bonuses. 

The 1955 - 1956 sales quota of $ 755, 000 was presented on a blackboard 
with the various departmental budgets outlined and commented on briefly, which re
flected a profit of $73,800 after taxes . The President commented the goal for the 
year just started is one of consolidation, with an intensified training program and 
decentralization of dee is ion. 

The President commented that the management consultant firm wi.th 
whom we spent appro_xi.mately $8,000 last year had given us some very valuable 
counseling in management - and aft "r a rather careful appraisal of our operation 
it was their opinion that the firm was putting an additional $100,000 into arr growth 
factor for the past year over and above what you would normally expect. 

f<(:... The President announced the purchase of 85 acres of land for a plant site 
at a total i.nvestment of $93,000 - with $30,000 having already been paid and the balance 
to be paid over a four \rear period. Approximately 20- acres will be needed for the 
plant and the Directors believe it might be desirable to dispose of the excess acreage. 



..<.holders Meeting, June 14, 1955 -2-

It was poi.nted out by the President that the fi.rm i.s now seeing a firm 
upsurge i.n busi.ness and that he felt the prestige growth had been remarkable. 

A discussi.on was held relative to the many inqui.ri.es from foreion 
0 

countries asking about distri.bution, with the President advi.si.ng that the fi.rm is now 
negotiating with an exporting firm and hope to be _in a position shortly to do some ex
porting in a few months. and feeling that there i.s real interest - particularly in the 
Latin American countries. 

The President called attention to the fact that the terms of five Directors 
will expire on December 31, 1955. Doctor Garnett moved re-election of the five 
Directors; namely, Mr. W. C. Conner, Mr: R. D. Alexander, Mr. Harold c. 
Johnson, Doctor Walter West and Doctor James N. Walker. Motion was seconded by 
Doctor Wiggins ,and carried unani.mously. 

Appreciation was again expressed by the President to the Directors for 
their faithfulness in attendi.ng meetings with the further comment that he felt they 
had helped a great deal in the progress the firm has made. 

There being no further business the meeting adjourned • 

. , ' 1 ~' {) 
I I .! 
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Firm 'Begins 
$1,000,000 Joh 
Of Expansion 

; 

i 
A C h a m b e r of Commerce ; 

breakfast and a groundbreaking 
ceremony Saturday morning sig
naled the start of the first unit 
of a $1,000,000 group of buildings 
to be built for Alcon Labora
tories, Inc. 

The company is a pharmaceu
tical manufacturer specializing 
in nasal preparations and sterile 
eye drops. 

The new facilities will be built 
on an 87-acre tract on the South 
Expressway just north •of Russell 
Field. The building now starting 
construction will house manufac
turing and shipping. Two other 
buildings f o r research labora
tories and general offices will be 
built later. 

The 20,000 square feet plant is 
designed for twin automatic as
sembly lines for ma!Aiii' medi
cinal preparations. Elaborate air
conditioning a n d air - filtering 

I
. equipment is being custom made 

Turn to Firm on Page 8. j __________ _ 

--::0 

rA R -TE LE GRAM Sunday, June 15, 1958 · 

FIRM BEGINS $1,000,000 PLAN 

IllG PLANS - Looking over a sketch of Alcon 
Laboratories, Inc. , buildings are, left to right in 
rear , Mayor Mccann and William C. Conner, presi
dent of the company. Seated are, left to r ight, Robert 
D. Alexander, Alcon vice president, and Clay Berry, 
pre~ident of the Chamber of Commerce. 

Continued from Page 1. 
bottles used for packaging !he 
eye drops will go through a maze 
of complex conveyors and pro
cessing equipment for washing, 
sterilization, filling, sealing and 
labeling. Windows opening into 
!he hallways will allow visitors to 
observe the complete operation. 

The three buildings when com
pleted will form an inter ior court
yard and will be built in such 
a m anner as to permit future ex
pansion in three directions. 

Third Plans. 
The building plans are the 

third set drawn up by officials 
of Alcon in recent years. 'The 
company has grown so fast that 
two earlier sets were outmoded 
before construction could begin, 
officials of' the company said. 

Officers of the company were 
guests of honor Saturday morn
ing at a breakfast at Hotel Texas 
sponsored by the Chamber of 
Commerce. Members' of, the City 
Council, the head officers of Fort 
Worth's major utility companies 
and banks also attended. 

At the groundbreaking cere
mony later, Clay Berry, p resi
dent of the Chamber of Com
merce, called the new facilities 
"one of the most significant in
dustrial developments we' ve hacl 
come a long in a long time." 

He said Alcon Laboratories has 
grown "from a humble and 

ALCON FACILITIES - This is Architect John W. Floore's sketch of the $1,000,-
000 group of buildings which will be built on the South Freeway for Alcon Labora
tories, Inc. Baughman Construction Com oanv has thP. ron f r:1r1. 

mo<icst beginning here a little 
ovet· 10 years ago to an organi
zation of international import
ance with distribution through
out the Unitrd Statrs and in J?. 
foreign countries." 

Recognition. 
'·Jn addition lo its payroll and 

economic importance to Fort 
vVnrth, wh ic:h has been substan
tial, A I c o n Laboratories J;as 
brought international publicity 
and r ecognition to our city a nd 
has caused :Forl Worth to be
come r ecognized as one of the 
pharmaceutical manufacturing 
centers of !he nation," he said. 

"This growth and progress has 
not come automatically nor can 
it be credited to luck. The com
pany has grown because of the 
vision, planning, determination 
and hard work of ils manage
ment team and the devotion, 
spirit, personal pride and hard 
work of its employes and r.s
sociates." 

The company had its begin
ning in 11144 when W. C. Conner 
and R. D. Alexander established 
a prescription laboratory in down
town Fort \\'orlh. The next year, 
Harold C. Johnson joined the 
firm and work began on a nasal 
decongestant now known as Al
con-efrin Nasal Drops. 

Specialization. 
In 1947 the firm began to spc

c:ialize in pharmaceutical prepar
ations for t he eye, ear, nose and 
throat. 

Alcon todav manufactures a 
tota l of 4;i nos.• and eye prepara
tions and is still the only man
ufacturer of such a speciality 
line with national distribution. 
The company's annual payroll, 
approximately $15,000 in 1947, 
now is more than $500.000. Sales 
over the JO-year period have ex
panded with an aver age . yearly 
increase of 43.6 per cent. ·,. 

Conner is president of,tlie icom
pany. Alexander is vice ~~resi
clent a nd director ~ f sales,·11ncl 
.Johnson is vice presidC'nl and d1-
,."' ... , .... .. .. r ·- ·· -r · , 



2 Tarfant firms . 
' . . - . \. . . . 

on Fortuiie list . ' . \ ' .. 

$'fAR-TELEGRAM · compacies.
1 ~03 

Fo~tune magiiz'iri:e's n,ewe;t . · . The Container ·stote, the 
"100 Best Co!l).panies to. Work Dalla:s-based retailer that is 
For;' ranking in.chides two Fort lqiown for ~ome ·of the highest 
Worth companies and a hanpful wag~s in the industry, once · 
of other Metroplex employers. again.nabbed the No. 2 spot on 
. Eye-care giant Akon.µ.bm;a- Fortiineis list. The company 

. tories moved up to •No. 40 'fi:o:r.il ranked No. I or No. 2 in each of 
its 2002 spot a(N·o.' 47.·-The · thepre-vi.ousthreeyears., : 
cdmpany; which weht .ptil,lic .in . . '.'The year has been challeng~ 
April, has·· about 2,600 employ- ing for many industtjes - espe: 

· ees adts Fort Worth headquirr- dally the retail industry ---:-; an,d · 
teys. · , . . . we · feel ins:recllbly: fortµnate to 

AmeriCredit; which -has have not .only mamtained ow: 
more than . s,()oo. emplbyeiis positiop. .· as an_ efu,pfoyer of 

~ des pk. ite 
1
recdendtly cutt1

3
· ng 3thSO · choice,, bu

1
t als_o dthe_ ~~pany'~ 

. !r wor ers, an e at No. 4 .on e strong sa es an . eariimgs, as 
~ 2003. racltings .. The lebde~ bas well as our commitment to the . t abtmt 2,300 workers .in Tarrant principled way\ve do business,'' ' 

Gounty - _with 600 at its'dowu~ ChiefExecri:tive Kip Tindell said 
town Fort Worth. l\eadquatt:ers. in a written statement. · 
and another]:,700 attwb Aflirig-' . Fl:naricial~ser~i~es 'fi~ni 
ton buildings~ . · . _ . _ . . Edward Jones topped the 2003 

The compilers ·ofFortun~1s list · · · . · · · 
ari.nual rankings praiseq. compa- Other Metroplex companies 
nies on the list for offering that made the cut included: ·
workers innovadve perks .and TD Industries, No. 7; vHA. No'. 
for handling layoffs in an . 49; ~l:,erly~Clark, No, 69; and 
upstanding manner du.ring· Texas !nstruments, No. 95. · 

) 2002's economic do~iiturrt. . .' The entire U,St is supposed to 
, They consid.ered more than be available on.line today at . 
:1 1,000 · bU:1linesses and· sl)crv-eyed www.fortune.com. 

_g ~ous~ds-pf employees at 269 
:t . 

!-,· tl I I It,,. 
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7 area companies rated ~ 
~among best to work for 
+ By FEMI LEWIS . 

STAR-TELEGRAM STAFF WRITER 

. ··Seven Metroplex compa
nies have made Fortune maga
riae's annual list of "100 Best 
Gompanies to Work For," and 
tyi.~ made the top five. 
~·::Fort Worth-based Alcon 
Laboratories was ranked for 
the'. fourth consecutive year, 
~~g in 47th. Last year, the 
company ranked 34th. 
'. '"This is a company that 
respects and values its 
~niployees," said Jack Walters, 
;A..lcon's vice president of 
j:iuman resources. 
- . ·The Container Store of Dal
ia;, which held the No. 1 spot 
for. two years in a row, 
dropped to No. 2 this year. But 
the slight decline doesn't both
er Container Store officials. 
: "We are really proud that 
we've been at the top," said 
Garrett .Boone, chairman and 
co-founder. "It's a wonderful 
list, but we got there not from 
focusing on the list, but just 
working hard." 

This past year, The Con
tainer Store expanded its 
employee benefits, offering a 
100 percent match for 401(k) 
plans. The company also 
added medical, dental and 
vacation for its part-time 
employees, Boone said. 

Dallas-based TDindustries, 
a construction company that 
specializes in heat installation· 
and air conditioning in tall 
buildings, ranked No. 4. 

Creativity, teamwork and 

Alcon Labora
tories of Fort 

Worth makes Fortune's list 
of "100 Best Companies. to 
Work For" for the fourth 
year. 

extensive on-the-job training 
are just a few of the attributes 
that Fortune used to rank the 
companies. 

To make the list, companies 
had to submit a detailed appli
cation and distribute a confi
dential survey to 150 randomly 
selected employees. 

"Even in a time that is diffi
cult for business, you've got to 
focus on employees," said Bet- . 
ty Purkey, managar of Texas 
Instruments' work/life pro
gram. "Let employees know 
they are valued." 

TI ranked 95th. 
Employees at Edward Jones, 

a St. Louis-based stockbroker, 
nudged-The Container Store 
from the top perch. A full 97 
p'ercent of surveyed employ
ees at that firm praised the 

. company for its honesty in a 
difficult economic year. 

Voluntary Hospital Associa
tion ranked 38th and Kimber
ly-Clark ranked 92nd. Both 
companies are based in Irving. 

·At The Beck Group, compa
ny officials increased employ
ee training and avoided layoffs 
by reorganizing departments. _ 

The result: The Dallas
based architecture, real estate 
and construction services firm 
moved up to No. 17 on the list 
from last year's rank of 29. 

Best of the Metroplex 
The seven Metroplex compa

nies that have made Fortune 
magazine's annual list of "100 
Best Companies to Work For," 
thejr rank, revenues in the mil
lions and total number of 
employees: 

The Container Store, Dallas 
Rank: 2 
Revenues:$225 
Employees: 1,677 

TDlndustries, Dallas 
Rank: 4 
Revenues: $205 
Employees: 1,368 

The Beck Group, Dallas 
Rank: 17 
Revenues: $995 
Employees: 649 

VHA, Irving 
Rank: 38 
Revenues: $442 
Employees: 1.416 

Alcon Laboratories, Fort Worth 
Rank: 47 
Revenues: $2,554 
Employees: 5,994 

Kimberly-Clark Corp., Irving 
Rank: 92 
Revenues: $13,982 
Employees: 22,449 

Texas Instruments, Dallas 
Rank: 95 
Revenues: $11,875 
Employees: 17,897 

"When employees are train
ing and developing, it increas
es morale and enthusiasm in 
an organization-," said Jerry 
Cooper, a company managing 
director. 

:-
1 
t-



... .__.~,"" :----

xf:tvv - e:.-0~-- ,'1.-: ~-
-C: . • i .. ·, , .. 

0 cC . ., 'r 13).2014 

L..-----------------------------------------------~--~:::"'..:Jr.::.::-,_ _ _ _ 

, Busines~3-4s 

$35 million data center 
to be built at Alcon site 
Novartis, eye-care company's parent, says 
Fort Worth facility will serve the Americas 
By Sandra Baker 
sabaker@star-telegram.com 

Novartis, which owns Alcon Labora
tories, will begin construction soon on 
a $35 million global data center at Al-

/ con's campus in south Fort Worth that 
\ will serve the Swiss phannaceutical 

giant's operations in North America 
and South America. 

The project is the latest invest
ment in Fort Worth since Novartis 
acquired Alcon, a producer of eye -
care surgical products and pharma -
ceuticals, in 20ll. Fort Worth was 
chosen as the site for the data cen -
ter last year after Novartis conduct
ed a study to compare potential lo
cations, said Elizabeth Harness 

Murphy, an Alcon spokeswoman. 
"Novartis is pleased to have the 

1 

city of Fort Worth become one of its 
two primary global data centers, 
dedicated to serve its operations in 
the Americas:• she said in a state
ment. "This move further rein
forces Novartis's commitment to 
the community where Alcon is 
headquartered!' 

Murphy said the 10,000-
square-foot data center will be 
More on NOVARTIS, 10B 

1/;z_ 
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Novartis 
Continued from 1B 

built near Alta Mesa 
Boulevard at Alcon's 
campus on the east side of 
Interstate 35W and south 
of Interstate 20. It is 
scheduled to be completed 
in the fall of 2015, she said. 

Novartis also operates a 
data center in Basel, Swit
zerland, which serves its 
operations in Europe, the 
Middle East and Africa . 

In addition to Alcon, 
Novartis has 58 locations 
in the United States, in

..,, eluding its generics busi
; ness Sandoz, the Novartis 
~ Institutes for Biomedical f Research and Novartis ad
i ministrative offices. 

_ Murphy offered few de
~ tails about the facility, saying 
( it will be "industry-leading:• 
.. , and requiring "highly spe- . 
- cialized personnel for design 

and construction:' 
Murphy said Alcon, 

which has expanded em
I ployment in Fort Worth 
since it was acquired by 

The Fort Worth council approved a tax abatement for Alcon Lab
oratories in 2011 and has amended it to include the data center. 

Novartis, would not be 
adding new jobs for the da
ta center at this point. Al
con has about 4,500 em
ployees in Fort Worth. 

In January, the Fort Worth 
City Council amended a tax 
abatement agreement it ap
proved for Alcon in 2011 es
tablishing a reinvestment 
zone for the campus and 
granting an 80 percent 
abatement on incremental 
real and personal property 
taxes for 10 years. 

At that time, Alcon said 
it was only adding a Fi -
nance Service Center for 
the company's North 
American operations. 

Star-Telegram archives 

Hundreds of employees 
were moved to Fort Worth 
after the sale to Novartis as 
its Ciba Vision and Novar
tis Ophthalmic operations 
were integrated into Alcon. 

Alcon was expected to 
invest at least $ll million in 
the expansion, with $3 
million on new facilities 
and the remainder in busi -
ness personal property by 
Dec. 31, 2013. The amend
ment added the new global 
data center, which city re
cords show will be a mini -
mum investment of $30 
million in real property and 
$4.7 million in business 
personal property. 

Because the first phase 
of the abatement was to be 
completed by Dec. 31, 2013, 
the city will conduct its 
first audit of the tax abate -
ment this year and award 
any payment under the 
agreement in 2015. 

In May, Alcon Labs laid 
off about 200 employees 
who handled general and 
administrative functions 
as part of a companywide 
cost-cutting measure to 
reduce its workforce by 
about 2 percent. Alcon em
ploys more than 25,000 
workers in 75 countries. 

In April, Novartis 
named Jeff George, 40, an 
executive in its Sandoz ge
neric drugs division, as 
president of Alcon Labs to 
succeed Kevin Buehler, 
who is retiring. 

In April 2013, Novartis 
closed its Institutes for 
BioMedical Research group 
at the Alcon campus, mov
ing that operation to Cam -
bridge, Mass. About 120 
employees were affected 
by that move. 

Sandra Baker, 817-390-n27 
Twitter: @SandraBakerFWST 
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After great run, tinie to leave 
· · · · . . . m (U2(..4, w 0 ¥ 
ey MARIA M. PEROTIN New leadership . . I l 
mperotin@star-tel~gram.com Dr. Sabri Markabi will take over as senior vice president of research and 

When Gerald Cagle joined Alcon in 1976; the scien
tist's high-tech work space amounted to a bench in a 
laboratory. 

The company's research team shared a building 
with a couple of other departments. And Alcon was , 
selling roughly $65 million in products annually. 

It's a wonder he still recognizes the place. 
· Cagle, who rose through the 

, . . 
...L.-~· 

Cagle · 

ranks to chief scientific officer over
seeing Alcon's research and devel
opment efforts, said the company 
has expanded enormously during 
his tenure - largely because of ex
ecutives' decision to fo\:US almost 
exclusively on eye-care drugs and 
equipment. 

Alcon expects· to post about $6.2 billion in global 
sales this year. And it has one of the world's largest 

. ophthalmic-research endeavors. 
"The company has just grown disproportionately 

to what I think anybody would've anticipated," Cagle 
said Monday. "Today, we have something approxi
mating 750,000 square feet of research and develop
ment space." 

After 32 y~ars of service, Cagle plans to walk away 
from that space in the summer. 

On Monday, he announced plq.Ils to retire in June 
at age 64 . 

.. ~ .-- u • • • - · . - . -.. - ... p 

development this month. Markabi, who was educated in Syria and 
France, has worked for !!bout 17 years at Novartis and an associated 
company. He has held positions in Fra:n·ce, Switzerland and New Jersey 
and was previously global head of development for the ophthalmic
business unit. 

eagle's tenure 
Under eagle's leadership, Alcon's research and development group has 
grown to 1,300 employees in 18 countries. The company has developed 
products including allergy drugs Patanol and Pataday, antibiotic trt?at-· 
ment Vigamox, TobraDex for eye infections and inflamrnati.on, the Opti-
Free line of disinfecting solutions and eye-surger:y devices. . 

For the most part, Alcon has concentrated on creating products in its 
own research pipeline instead of acquiring technology invented by other 
businesses. 

Retirement 
Cagle, a native Texan, has degrees from Wayland College and the Univer
sity of North Texas. He holds_several patents for technology associated 
with Alcon products. He has been married for about 29 years and has 
two sons. He says he plans to stay in Fort Worth and remain act ive in 
organizations including Tech Fort Worth and the governor's emergir:ig
technology advisory committee. He also hopes to develop some new 
pastimes. · 

"I don't have a lot of hobbies:' he said. "Alcon has been a very con
suming hobby for the last 32 years." 

MARIAM. PEROTIN,_817-390-7339 
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Journal looks at how 
market will ~nd year 

What's putting a winter . 
chill on the stock market's fall 
rally? The Wall Street Journal 
Sunday takes a look at what's 
behind the December slide in 
stocks ancj. how the market is 
likely to finish out th$! year. 

Money 

- ;• : :, • • a • • fb 4«.J £,VU ,_, \ 

Alcon 1st in U.S. with improved Lasik system\ 

COMMENTARY 

Alcon Labs missed the first 
growth spurt in laser eye surgery, . 
but it maylead the next one. 

Two years ago, the Fort Worth 
eye-care company leaped into the 

. Lasik business just as it was peak
ing. Alcon paid a hefty premium 
to acqci.re a laser maker and then 
watched }:ielplessly as the econo
my and industry went south. 

That's not how a $948 million 
investment is supposed to pay 

(jij:jfll)Mf.fl• This time, th~ 
... .,., .,.(; • Fort Worth com-
pany is ahea_d of the curve in 
the' laser eye surgery business. 

off . . 
This is more like it: Aleen's 

next-generation laser system was· 
. recently the first to be approved 
by U.S. regulators, holding.out 
the _promise of fewer side effects 
and sharper vision. 

Thos·e -~provements are like
ly t0 spur demand for the new 
~ik and perhaps make it a 
growth story again. 

A Louisiana surgeon was 
scheduled to use the new Alco~ 
system today in the first com
mercial prciqedure in the United 
States. · . 

, · Tiiat puts Alcon three to six 
· months ahead of rivals Visx and 
• Bausch & Lomb in the U.S. in 

. "wavefront" technology and \ · 
gives .it a chance to pick up mar\ 
_ket share in the near term. 

More importantly, it ensures
1 that Alcon will be in the middle • 

of the game when patients. are \ 
clamoring for the latest Lasik . ; 
innovation. \ 

. ''Down the road, we expect . , 
this to become the standard for · I 
refractive surgery," said Cary 1. 

More on SCHNURMAN on 7C 

I • - . . . ' ., : . . ~ . . , • i , . • • . .}. 
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SCHNU-RMAN 
Continued from JC 

Rayment, an Alcon senior vice letes who want vision that's 
president. sqarper than 20/20. 

The process, also called About 3 million Americans 
custom Lasik, uses new tech- have had Lasik since it was 
nology to create a 3-D map of approved in 1995, and another 
a patient's eye and direct the 50 million are good candidates 
laser to correct more visual for it, said Dave Harmon of 
distortions. Conventional Market Scope, a research firm 
Lasik treats the surface of the near St. Louis . 
eye, .but the wavefront system Price remains a hurdle for 

04 
also goes inside the eye. many, because Lasik is elective 

fl Halos, star bursts and other surgery that's usually not cov-
~ night-vision problems, which erect by health insurance. The 
i have troubled many Lasik average U.S. procedure is 
1 patients, were virtually elimi- about $1,600 an eye, Harmon 
: nated in some trials with the said, and the new-generation 
l new system, one doctor said. process will command a pre-
; And that could be a boon mium of $300 to $500 per eye. 
~ for the market. Brint charges $2,000 an eye, 
1 • "People care about price, plus another $350 if the patient 

but safety is the No. 1 issue," chooses the new procedure. 
said Dr. Stephen Brint, an eye Lasik sales were meteoric in 
surgeon in Metairie, La. "The the late 1990s, when the econ-
primary reason for not having omy was boo~ng and people 

I Lasik is the fear that it could were first. discovering that the 
make your vision wotse." outpp.tient surgery could end 

Brint has·been testing the need for glasses and
1
con-

Alcon's wavefropt system for ,tacts. 
two years, and he begins ne~t- , _· __ · ______ ._ __ 
ing regular patients: with the -
system this'week. 

In his practice, p.e· said, 
about lS'pei:cent of patients 
mentioned night-vision'. prob~ 
,iems after convep.tional Lasik; 
norie of the 200 i'n the wave- · 
front trials comRlained, he 
sai.d. . 
· In Canada, where wav~front 
laser surgt;ry is already avail
able, doctors have used it to fix 
side ~ffects frqm earlier eye 
surgery: Custom Lasik also is 
being touted for pilots and' ~th.: 

Then the value of stock 
portfolios plunged and news 
reports documented Lasik 
problems, many involving 
night vision. 

U.S. procedures hit a wall. 
The number doubled almost 
every year and peaked at 1.4 
million in 2000, before declin
ing. The total has fallen steadi
ly in the past two years, and is 
on pace to drop to 1.15 million 
this year, Harmon said. 

In 2000, when Alcon 
bought Summit Autonomous 
of Waltham, Mass., 491 lasers 
were sold. in the United States 
for eye surgery: About 130 are 
expected to be sold this year, 
Harmon said. 

Alcon's results reflect those 
trends. In the third quarter, the 
company reported that rev
enue from refractive products 
fell nearly 28 percent to $14.4 
million. 

Several of the company's 
pharmaceuticals easily topped 
that sales number. Patanol, an 
eye treatment for allergies, 
generated. $44 million in rev
enue in the last quarter, and 
that was just oµe drµg. 

/t' /4.u 1.D() ""l..-
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Against that measure, the 
laser surgery business looks · · 
puny. 

But there's hope that it 
could become a growth driver, 
especially with Aleen's sales 
force pushing the product 
around the globe. Alcon has 
350 to 375 lasers installed 
worldwide, and each is a can
didate for a wavefront upgrade 
- a software system and coma 
plementary equipment that 
cost about $55,000. 

A new laser sells for about 
$350,000, Rayment said. 

There's also a licensing pay
ment. In the-United States, 
doctors pay Alcon $150 each 
time they use the laser; with 
the new system, the royalty 
climbs to $250. 

Alcon does more than $3 
billion in annual sales, so it 
will take a seismic shift in buy
ing patterns for Lasik to 
become a key contributor. 

But eventually that could 
happen. Being the first to mar
ket with a hot new product is a 
good way to start. 

Mitchell Schnurman's column appears 
Wednesdays and Sundays. (817) 390·7821 

schnurman@star·telegram.com 
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Alcon: 2 companies; eye-care. businesses called complementary 
COf,ITINUED FROM lC 

"This is the right time to simpli
fy Alcon's ownership to eliminate 
uncertainties for employees and 
shareholders," Daniel Vasella, No
vartis' chief executive, said in a 
statement. 

"It will also allow us to strength
en innovation power by combining 
R&D efforts and grow our global 
market presence thanks to our 
complementary product portfoli
os," he said. 

Novartis, based in Switzerland, 
bought 25 percent of Alcon from 
Nestle in April 2008 for $11 billion 
and took an option to buy the rest 
of Nestle's stake later. 

Alcon lnc.'s executive offices in Fort Worth. Alcon is already partly owned by 
Novartis AG of Switzerland. · STAR-TELEGRAM ARCHIVES/l<ELLEv CHINN) 

Novartis said Monday that it will 
exercise its option to buy Nestle's 
52 percent stake in Alcon for $28 
billion in cash, then carry out a 
merger under the Swiss Merger Act 
with Alcon that would give Novar
tis control of the 23 percent of the 
stock held publicly. 

The deal marks the third major 
Fort Worth company to change 
hands in recent months. In No
vember, Warren Buffett's 'Berkshire 
Hathaway said it would pay $26.3 
billion to buy out Burlington 
Northern Santa Fe, which it had 
built a 23 percent stake in. And last 
month, Exxon Mobil said it would 
buy XTO Energy for $31 billion in 
stock. 

The Novartis Institutes for Biomedical Research campus in Cambridge, Mass. 

the minority shareholders. 
"Our view is this offer is a very 

fair one," Breu said. 
Nestle, as majority shareholder, 

commanded a higher premium, he 
said. 

"TheY. controlled the company," 
Breu said. 

Price too low? In its initial purchase from Nes: 
Novartis would pay a weighted tie of a 25 percent stake in.Alcon, 
average price of$180 per share for Novartis paid $168 per share, or a 
the Nestle stake, based on the 17 percent premium over what the 
agreement the companies reached . two sides agreed was an "unaffect-
in 2008. ed price" of $143. 

For the minority public shares, Analyst Tim Anderson of San-
Novartis would pay about $153 per ford C. Bernstein said Novartis may 
share. Alcon shareholders would . have the upper hand in a struggle 
receive 2.8 Novartis shares for each with minority shareholders, as 
Alcon share. Swiss merger law requires only a 

That price is a premium over simple majority. of Alcon board 
what Novartis believes is a true val- votes and two-thuds of sharehold
ue of $137 per share, before the ers to support the deal. 
stock traded up in recent weeks on Alcon said a corrunittee com
spf!culation that Novartis would posed of its three independent 
exercise its option, Raymund Breu, board members has engaged ti.
Novartis' chief financial officer, nancial and legal counsel to eval~-
said in an interview Monday: ate the proposed merger. 

Alcon shares (ticker: ACL), trad- The deal also requi.res regulato-
ed on the New York Stock Ex- ry approval. 
change dropped $9.37 to $154.98 "The businesses ar.e very com-
after M~nday's announcement. plementary," Breu said. "We don't 

Some analysts said Novartis is expect major issues with the regu
under pressure tornise its price for latory authorities." 

BLOOMBERG NEWS/MICHAEL FEIN 

Combining companies 
Novartis executives said they ex
pect to save up to $300 million 
within the first three years of the 
merger in efficiencies. 

Breu said that the companjes 
should be able to eliminate some 
duplicate functions and jobs but 
that the growth prospects in the 
combined businesses should end 
up adding jobs. 

"This is good news for Fort 
Worth," Breu said. "Alcon Will be 
the eye-care division of Novartis." 

He added that it is too soon to 
say what the Fort Worth operation 
will look like after the merger. 

"The detail will be left to Alcon 
management," Breu said. "We have 
to be patient." 

Vasella fold reporters in a con
ference call Monday tl1at the take
over represents a "great strategic 
fit." The world market for eye-care 
products is ~een as growing, as 
populations age in developed 
countries and as people in poorer 
countries get more access to prod
ucts such as contact lenses. 

Staff writer Scott Nishimura contributed to 

this report, which includes material from The 

Associated Press. 

The companies 
Through its merger with Alcon, Novartis 
says it wants to reach 70 percent of the 
$26 billion global market for eye-care 
products and generate annual sales of $8.5 
billion. 

Alcon 
Headquarters: Fort Worth and Huenen
berg. Switzerland 
2008 financials: $6.3 billion sales, $2 
billion net profit · 
Employees: 15,000 people worldwide, 
3,299 in Fort Worth, according to Fort 
Worth Major Employers Directory, Fort 
Worth Chamber of Commerce. 
Businesses: Surgical equipment and 
devices; pharmaceuticals; contact lens 
solutiC?ns and other consumer products. 
Surgical market: $2.9 billion sales, 2008, 
Global leader in products for cataract and 
vitreoretinal surgery. 
Pharmaceuticals: $2.6 pillion sales, 2008. 
Medications for eye ailments. Strong 
growth from product introductions and 
global expansion, "particularly in Japan, 
where three new medicines have been 
launched· since 2006." 
Consumer products: $800 million sales, 
2008. Lens care products, over-the-count
er dry eyedrops and ocular vitamins. 
Post-merger with Novartis: "New eye
care division will have enhanced opportu
nities to accelerate expansion in high
growth regions, generate greater value 
from combined product portfolios and 
capitalize on strengthened research and 
development capabilities," Novartis said. 

Novartis 
Headquarten: Basel, Switzerland 
2008 financials: $41.5 billion sales 
Busin1osses: Pharmaceuticals (63 percent 
of 2008 sales); vaccines and diagnostics; 
Sandoz generic pharmaceuticals; consum
er health, which includes CIBA Vision 
contact lens products. CIBA Vision had 
$1.7 billion in 2008 sales. Ophthalmic 
pharmaceuticals had $900 million in 2008 
sales. · 
Research and development: Basel, Swit
zerland; Cambridge, Mass.; East Hanover, 
N.J.; Horsham, England; Shanghai, China, 
Production: Basel, Switzerland; Grimsby, 
England; Huhingue, France; Kundl, Austria; 
Kurtkoy, Turkey; Lincoln, Neb.; Ringaskiddy, 
Ireland; Schaftenau, Austria; Schweizer
halle, Switzerland; Singapore; Stein, Swit
zerland; Suffern, N.Y. 

Sou.: .. ·: The comp¥11 .S. Fort Worth (t\(.l.'lber ol CYnmerce, 
.M-T6rf 'tffrtk-lltl\ The 1-.:.; ...dated~ 





Financial & Operating Highlights 
(in m,lliom, except share data) 

Years ended December 31, 

Sales 
Cost of goods sold 
Selling, general and administrative 
Research and development 
In process research and development 
Amortization of intangibles 

Operating income 
Other income (expense): 

Gain (loss) from foreign currency, net 
Interest income 
Interest expense 
Other 

Earnings before income taxes 
Income taxes 

Net earnings 
Basic and diluted earnings per 

common share 
Basic and diluted weighted average 

common shares 

See accompanying notes to consolidated financial statements. 

2001 

$2,747.7 
798.3 
953.7 
289.8 

117.0 
588.9 

(4.8) 
46.6 

(107.7) 
9.1 

513.9 
198.3 

$ 315.6 

$ 1.05 

300,000,000 

Alcori 
At-A-Glance 

$2,747.7 
$2,553.6 

$2,401.0 

Sales 
(in millions) ____i_---1__.., _ _,__....,____,__ 

1999 2000 2001 

2000 1999 

$2,553.6 $2,401.0 
749.7 719.1 
855.8 805.2 
246.3 213.1 

18.5 
86.5 46.4 

596.8 617.2 

0.1 10.7 
44.1 13.7 

(86.3) (54.4) 

554.7 587.2 
223.0 240.3 

$ 331.7 $ 346.9 

$ 1.11 $ 1.22 

300,000,000 283,973,000 

" 

History 
Alcon was founded in 1945 when two pharmacists, 
Robert Alexander and William Conner, opened a 
small pharmacy in Fort Worth, Texas, combining the 
first syllables of their last hames to call it ALCON. 
After strong growth, our leadership in the ophthalmic 
market was well established and in 1977 we were 
wholly acquired off the New York Stock Exchange 
by Nestle S.A. (the world's largest food company). 
We re-entered the NYSE forty times larger than we 
left it when we completed an IPO of a portion of our 
shares on March 21, 2002. Our shares trade under 
the ticker symbol ACL. 

Incorporated in Hunenberg, Switzerland, with our U.S. 
general office in Fort Worth, Texas, we have operations 
in more than 75 countries. Our products are sold in more 
than 180 countries and we have a highly skilled workforce 
of more than 11,000 employees worldwide. Competing in 
a large and growing $11 billion market place, our global 
sales represent 17% of the ophthalmic pharmaceutical 
market, 43% of the ophthalmic surgical market and 18% 
of the ophthalmic consumer market, making Alcon the 
largest specialty ophthalmic company worldwide. 



To Our 
Shareholders, 

Following our successful initial public offering on March 21, 2002, I'm 

delighted to welcome all of our new Alcon shareholders. Your company 

is an exciting, global enterprise with a long history. We are already the 

largest and most innovative eye care company in the world: we intend to 

build on this position and continue to create value for our shareholders. 

NYSE: ACL Vision for the Future. 

I have often been asked how Alcon has achieved such enviable and steady 

growth in the past. The answer has always been the same: as a management 

team and as a company, we are focused on one industry and have a passion 

for providing innovative products for the highest quality eye care around the 

world. This focus holds the key to our future growth. 

Alcon entered the realm of publicly traded companies with an impressive 

array of competitive strengths nurtured and developed over the 25 years 

that we were wholly owned by Nestle S.A. Ophthalmologists and other 

eye care professionals are constantly using our extensive portfolio of high

quality pharmaceutica l and surgical products. Consumers around the world 

rely on us for their contact lens care needs. Now, as a public company with 

common stock traded on the New York Stock Exchange, Alcon looks 

forward to continuing to serve all our customers with the vision and 

commitment that have characterized this company since it was founded 

ore than 50 years ago. 

/' ' 

We understand customers, 
value people and reward success. 

I joined Alcon in 1971 and since then have been privileged to work w ith 

extraordinary people at all levels of th i~ company. I have seen our business 

grow dramatically. In 2001, our sales reached $2.75 bil lion - more than 

twice the global ophthalmic sales of our nearest competitor, 40 times our 

sales when Nestle acquired Alcon and 100 times our sales back in 1971. 

Excluding eye glasses and contact lenses, we offer eye care professionals 

"one-stop shopping" with products t hat address the entire range of vision 

disease and disorders, from cataracts and vitreoretinal pathologies to 

g laucoma, ocular allergy and ocular infection. Today, Alcon's three product 

categories - Pharmaceutical, Surg ica l and Consumer - compete in a large 

and growing $11 billion market place. We estimate that we have about 17% 

of the global ophthalmic pharmaceutical market, 43% of the ophthalmic 

surgical market and 18% of the ophthalmic consumer market. Alcon is the 

largest participant in the ophthalmic market worldw ide. 

We believe our growth in sales and profits is the direct result of a company 

phi losophy that values people, rewards success, listens to customers and 

delights in progress. 

Alcon's Research & Development group's investment in intellect ual ta lent, its 

physical fac ilit ies and the financial support it receives are by far the largest in 

the ophthalmic industry. Approximately 1,100 R&D staff members maintain 

close working relationships w ith leading ophthalmologists, university 

research scientists and ot her eye care professionals. This dedicated team 

not only produces original prescription medicines to combat sight-threatening 

diseases, but also develops innovative surgical equipment and devices of 

increasingly sophisticated medical technology, as well as providing leadership 

in developing consumer products. 

3 
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Our Medical Missions team supplied 
Alcon products to support more than 
800 humanitarian efforts worldwide. 

Alcon's production. distribution and equipment servicing facilities permit 

cost-effective support of our customers throughout the world. In the U.S., 

Alcon is the first ophthalmic company to establish a direct sales force 

dedicated exclusively to serving primary care physicians. Primary care 

doctors are increasingly involved in specialized health care and they have 

welcomed our ophthalmic sales representatives. 

Alcon is a global corporation. We have operations in more than 75 countries 

and our products are sold in more than 180 nations - in fact anywhere 

ophthalmologists practice, an Alcon representative can be found. 

Alcon's most fundamental asset is its more than 11,000 skilled employees 

around the world. We understand how valuable our experienced employees 

are, and, I am pleased to report, turnover is very low. For the last four years, 

Alcon has earned a place on Fortune magazine's list of the · 100 Best 

Companies to Work For' in the United States. We are particularly proud 

to be the highest ranked pharmaceutical company on that list. 

Because Alcon is dedicated to the highest quality eye care and the 

prevention of blindness around the world, we have for many years 

enthusiastically supported the humanitarian efforts of eye care 

professionals. Last year, Alcon's Medical Missions team supplied our 

products free of charge to support more than 800 such projects around 

the world. Within the United States, we also maintain a Glaucoma Patient 

Assistance Program, providing products free of charge to patients unable 

to afford them. In 2001, we provided sight-saving medication for more 

than 18,000 patients. each of whom had been personally recommended 

by an ophthalmologist. 
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• Where is Alcon Headed? 

For the past 50 years, we have been successful precisely because the 

company has developed products that ophthalmologists and optometrists 

have to ld us they need. Our customers have always driven our research and 

they will continue to do so. Apart from working to develop better products 

to treat common eye disorders, we will carry on intensive research into 

compounds that may cure the most intractable ophthalmic diseases. 

World wide, the market for our products continues to grow because of 

advances in medical technology, improved therapies, increased numbers 

of ophthalmologists, economic growth in emerging markets and the 

increasing proportion of older people w ho have access to health care. 

Alcon is in an excellent position to take advantage of these trends because 

of our close working relationships w ith the ophthalmologists and other eye 

care professionals. 

We thank our customers for their support and dedication. We appreciate 

our remarkable employees whose hard work, dedication and creativity have 

helped us deliver solid resu lts year after year. We affirm our commitment to 

our shareholders to generate earnings growth and create va lue over the 

long term. I am looking forward to reporting to you on our progress 

during the year ahead . 

Sincerely, 

T :~ c-,...., .. 



' 

~ 

full~ expecf to 

• 



8 

Surgical 
Products 

Alcon is the undisputed global leader in the manufacture and sale of products used in eye 
surgery, with 2001 global sales of $1.36 billion and an estimated 43 percent share of the global 
ophthalmic surgical market. Our surgical business generates almost half Qf Alcon's total sales and is 
the basis of the global infrastructure through which we have gained much of our success. Through our 
network of more than 75 global affiliates, we maintain direct sales and technical service relationships 
with surgeons and hospitals in virtually every major market around the globe. 

Our sales force spends thousands of hours with surgeons in the operating rooms, supporting their 
surgical techniques, needs and preferences. The up-to-date knowledge derived from this frequent and 
extensive involvement with physicians allows Alcon to continue to tailor products to doctors' needs and to 
build on relationships that may have begun years before at an Alcon-sponsored surgical training program. 

The breadth and depth of our product offerings and global scope of our business distinguishes 
Alcon within the industry and leads to our strong leadership position in it. We compete on a global basis 
in all three major surgical areas: cataract, vitreoretinal and refractive. Within each of these segments, 
we offer complete lines of the highest quality and most technologically advanced surgical equipment 
and devices available today. We have dedicated ourselves to developing innovative technologies in our 
relentless pursuit of new surgical products that improve clinical results and efficiency in the ophthalmic 
operating room. 

With our unmatched global scope and ever-advancing technology platforms, Alcon is posit ioned 
to benefit from the demographics of aging populations and economic growth in the developed world 
and to tap into the unfulfilled needs for eye surgery in developing and emerging markets. 

t Surgery. Cataract surgery is one of the most frequently performed surgical 
procedures in the developed world . Estimates place the number of cataract surgeries performed each 
year in the United States at 2.5 million, and more than six million outside the United States. The primary 
cause of cataracts is the natural aging process, although factors such as smoking, extended exposure to 
intense sunlight and genetics appear to contribute to cataract formation. These factors cause the eye's 
naturally clear lens to become cloudy, which reduces visual capacity over time. With modern medical 
technologies, vision deterioration or loss from cataracts is completely reversible, regardless of how long 
ago the cataract was formed. This is especially important in developing and emerging markets, because 
there exist large populations with untreated cataracts who could benefit from our products. 

A/con's Series 20000® Legacy® phacoemulsification system is one of the leading cataract 
surgery systems in the world. Our surveys indicate that more than half the cataract surgery systems in 
place today are Legacy models, with up to 60 percent of all surgeries in the United States employing our 
technology. In addition, we estimate that there are more than 25,000 Alcon cataract systems in place 
outside the United States today. In 2001, we significantly upgraded the Legacy 20000's performance 
w ith the introduction of the AdvanTec TM hardware and software package. The main feature of this 
package is the NeoSoniX™ nucleus removal technology, which combines traditional linear ultrasound 
with sonic oscillations to facilitate efficient removal of all types of cataracts. This proprietary oscillatory 
motion generates virtually no heat and contributes to surgical hand piece efficiency, which makes this 
technology advance more friendly to the eye and promotes faster recovery. 

A hallmark of our cataract business is the AcrySof® intraocular lens, which is the most w idely 
implanted foldable intraocular lens on the market today. The acrylic material used in AcrySof was the 
first material developed specifically for intraocular lenses and is extremely compatible with eye tissues. 
The unparalleled success of this lens was marked in 2001 when the ten millionth AcrySof lens was 
implanted, an event broadcast at the American Academy of Ophthalmology meeting. Our new single
piece version of the AcrySof lens made significant strides in 2001 as it grew to over 40 percent of our 
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total AcrySof® sales for the year. The revolutionary single-piece acrylic design has significant medical 
advantages over multi-piece versions, including its unique folding and unfolding characteristics and 

ease of insertion. 

Vitreoretinal Surgery. Vitreoretinal surgery is delicate surgery on the ret ina and 
in the vitreous in the back of the eye to treat diabetic retinopathy, retinal detachment, trauma, tumors 
and other abnormalities. Less common than cataract surgery, it is a much longer procedure usually 
performed in the dark with electronic surgical equipment, lasers and hand-held surgica l instruments 
as well as gases and liquids injected into the eye. We estimate that about 515,000 vitreoretina l 
procedures were done globally in 2001, with more than 35 percent of those in the United States. 
However, vitreoretinal surgery is growing 8-10% per year, uses several surgical products and has 
not experienced significant government price pressure. These factors, plus the influential role 
vitreoretinal surgeons play in the ophthalmic commun ity, make this an attractive market for us. 

Our leading vitreoretinal offeri ng is the Accurus® surgical system, which we believe is used in 
more than 50 percent of the vitreoretinal surgeries performed worldwide. The Accurus incorporates a 
unique computer operating system that is highly responsive to the surgeon's needs and integrates all 
the automated, non-laser surgical functions the surgeon performs. Some Accurus models have dual 
functionality and can be used to remove cataracts, which is frequently done immediately after the 

vitreoretinal surgery is completed. 
Rounding out our line of vitreoretinal p roducts are the Eyelite® laser, Grieshaber® hand-held 

microsurgical instruments used to remove membranes and other tissues and repair the retina , light 
probes to illuminate the surgical area, and va rious gases and liquids that stabilize the ret ina during 

vitreoret1nal procedures. ' 
In addition to products used exclusively in one type of surgery, we have a broad portfolio of 

products used in both cataract and vitreoretinal surgery. Among these are BSS Plus® intraocular 
solution, which irrigates the surgical field, and our fami ly of viscoelastics, including Viscoat®, Pro Vise® 
and Duo Vise® viscoelastic solutions, which maintain the shape and volume of the eye and its structures 
and protect surrounding tissues. We also have a complete line of precision knives, needles and 
cannulas used in all types of surgical procedures. Our unmatched breadth of products and distribution 
capabil1t1es provides us the unique abil ity to package all these offerings into Custom Pak® surgical 
procedure packs. These packs are individually tailored to meet the specific preferences and needs of each 
surgeon. While these packs are comprised mostly of proprietary Alcon products, we w ill include other 
items that the surgeon requests to make his or her operating room more efficient and easier to manage. 

~ ve Surgery. Laser vision correction employs a cool laser to sculpt the 
surface or sub-surface of the cornea to correct most visual refractive errors, including myopia (near 
sightedness), hyperopia (far sightedness} and both conditions w ith astigmatism (uneven corneal shape}, 
and offers an alternative to spectacles and contact lenses. Because patients generally must pay for 
laser vision surgery themselves, this part of our surgical business is affected by the global economic 
environment and trends. In 2001 an estimated 2.3 mill ion procedures were performed globally, about 
the same number that were performed in 2000. About 60% of this total, o r 1.3 million surgeries, were 
performed in the United States, where we collect a per-procedure fee. Industry experts project 
procedure volumes in the United States to approach two million within the next three-to-five years . 

Alcon entered the laser vision correction market in the summer of 2000 when we acquired 
Summit/Autonomous Technologies, Inc. W ith this acquisition, we obtained the LADARVision® 4000 
excimer laser, which employs one of the most advanced refractive laser systems available today . 
Its cutting-edge features include active radar eye tracking and true small-beam corneal shaping that 
improve its accuracy and give it the widest range of refractive correction approved by the U.S. Food 
and Drug Administration. In addition to the first-rate technology Alcon obtained, the Summit acquisit ion 
gave us royalty-free access to certain key patents covering refractive surgery in the United States. 
Combining these patent rights with the technology advantages of the LADARVision 4000 allows us to 
receive a premium technology fee for every procedure done in the United States with our laser. Alcon 
also markets the SKBM™ microkeratome, which is a precision instrument used to create a corneal f lap 
as part of the most frequently performed laser refractive procedure, known as the LASIK procedure . 

11 
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Pharmaceutical 
Products 

Pharmaceutical Products. From its inception morE: than 50 years ago, Alcon 
has committed itself to the discovery and development of specialty pharmaceuticals that address 
both chronic and acute diseases of the eye. We are committed not just to the treatment of a single 
eye disease or disorder, such as glaucoma, but to all of the major diseases of the eye including 
infection, inflammation, allergy, dry eye and macular degeneration. Over the years, Alcon has become 
the global leader in specialty ophthalmic pharmaceuticals, w ith the broadest array of products of any 
company in the industry around the world. With a large sales force covering ophthalmologists, 
optometrists, pediatricians, allergists and primary care physicians, we are uniquely positioned in 
the industry to market effectively to all physicians and eye care professionals who might prescribe 
our eye medications. 

With 2001 global sales of $928 million and 17% of the global ophthalmic pharmaceuticals 
market, we plan to build on our leadership position in this growing market. We are focused on 
developing more advanced drugs that treat existing diseases and discovering and bringing to market 
entirely new therapies for currently untreated ones. With these new products and the continuing 
success of our existing products, we expect pharmaceuticals will play an increasingly important role 
in our growth in future years. 

L d Glaucoma is one of the leading causes of blindness in the developed world. 
It is sometimes called "the silent thief of sight," because it is a pain-free disease that usually advances 
slowly by deteriorating peripheral vision first. It is caused primari ly by an increase in intraocular pressure 
that eventually damages the optic nerve, result ing in irreversible damage and ultimately permanent 
blindness if left untreated. Treatments for glaucoma account for almost half of the present market for 
ophthalmic pharmaceuticals. 

Alcon offers a complete portfolio of products to treat glaucoma, including our latest entry, 
TRAVATAN® ophthalmic solution. A patented prostaglandin analogue, it is one of a new class of 
compounds to reduce intraocular pressure. Dosed once daily and requiring no refrigeration, this 
drug provides eye care professionals with a convenient and highly effective choice for treating their 
glaucoma patients. In addition, TRAVATAN® is the only glaucoma medication to receive U.S. Food and 
Drug Administration labeling approval for its increased efficacy in black patients, who suffer more 
frequently and severely from glaucoma and represent approximately 25% of glaucoma patients in the 
United States. Launched in the United States in March 2001, TRAVATAN® is steadily gaining market share 
there. After gaining European Union approval in December 2001 , it is now approved in 54 countries 
around the world and has had excellent acceptance in all markets where it has been launched. 

In addition to TRAVATAN®, Aleen's line of glaucoma products includes other therapeutic 
compounds with a long track record of success, ,including Betoptic S® ophthalmic suspension, Azopt® 
ophthalmic suspension and Timolol GFS. These products all play important roles in treating this multi
faceted disease. In this regard, Timolol GFS has an especially attractive profile, because it is the only 
generic product that can currently be substituted at the pharmacy for the popular glaucoma treatment 
Timoptic XE* in the United States. 

*Timoptic XE is a registered trademark of M erck & Co., Inc. 
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Infection and Inflammation. Alcon manufactures and markets a broad 
range of topical eye medications to treat bacterial, viral and fungal eye infections and to control ocular 
inflammation. Uses range from bacterial conjunctivitis. commonly known as "pink eye," to the surgical 
arena, where it is used before and after surgery to prevent eye infections. 

The key drivers of our success in this area are TobraDex® ophthalmic suspension and Ciloxan® 
ophthalmic solution. TobraDex has the leading market share for combination ocular anti-infective/ 
anti-inflammatory treatment in the United States. Combination treatment is important because it 
eliminates the need for the patient to apply two medicines multiple times a day, leading to increased 
patient compliance. TobraDex is currently the only branded combinatidn product on the U.S. market 
without a generic equivalent and its patents run to 2007. Ciloxan is a topical solution containing 
ciprofloxacin. an antibiotic in the fluoroquinolone class, and is effective against a broad spectrum of 
bacteria. including strains resistant to more than one antibiotic. It is extensively prescribed by primary 
care physicians and pediatricians in the treatment of pink eye (bacterial conjunctivitis), and is also used 
to prevent infection before and after surgery. 

For many years. we have observed that physicians use our topical ophthalmic products to treat 
ear infections, partly because there was little else offered for topical treatment. With the licensing of 
Cipro** HC Otic from Bayer, we used topical ophthalmic technology to enter the otic market. We made 
this tactical move because there were a number of synergies we could obtain, including capitalizing on 
our knowledge of the molecule itself, capabilities in formulation and manufacture of topical antibiotics 
and an already established Primary Care sales force. When launched, Cipro HC Otic became the first 
combination anti-infective/anti-inflammatory product in 25 years to be approved for the treatment 
of otitis externa, commonly known as "swimmer's ear." A key part of its success in the market is 
that physicians increasingly seek to avoid the side effects of systemic antibiotic therapy for localized 
infection. Cipro HC Otic allows physicians to treat infection and the painful inflammation that 
accompanies it with a single topically applied medicine that is more convenient for patients and 
their families. 

Allergy. Ocular allergies, known scientifically as allergic conjunctivitis. affect an estimated 
20 million in the United States and countless millions in the rest of the world. In recent years, especially 
after the introduction of effective systemic allergy treatments, the market experienced little growth and 
innovation. However, when Alcon introduced Patanol® ophthalmic solution in the United States in 1997, 
its success transformed the ocular allergy market. more than doubling it in the next two years. Patanol 
received the lion's share of this growth and now has a 57 percent share of the U.S. market. Patanol, 
which is currently marketed in 29 countries, employs the dual action of an antihistamine and a mast 
cell stabilizer to provide rapid and continuous relief of allergic conjunctivitis for up to eight hours. 

Patanol is the only product in this class to receive U.S. Food and Drug Administration approval 
for treating both the signs and symptoms of allergic conjunctivitis, and is safe and effective for use in 
patients as young as three years old. Because systemic medications do not always reach the eye in 
sufficient dosage to have a favorable impact, allergists and other physicians frequently prescribe 
Patanol in addition to systemic medications, especially for people who have severe ocular symptoms. 
Alcon recently received approval to market Patanol in Europe under the name Opatanol® and is 
currently seeking approval in Japan. 

Generic Pharmaceuticals. We are keenly aware that governments, insurance 
companies, health maintenance organizations and other third-party payors constantly seek ways to 
reduce their health care costs. After evaluating the generic pharmaceutical market extensively, we 
determined that we had the research, regulatory, manufacturing, distribution and marketing capabilities 
to profitably participate in this growing market. Alcon is the largest manufacturer and marketer of 
generic ophthalmic pharmaceuticals in the United States. The company sells more than 45 products 
to treat glaucoma, infection, inflammation. allergy and other conditions. 

**Cipro is a registered trademark of Bayer AG, licensed by Bayer AG 
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_ onsumer 
Products 

Consumer Eye Care. Alcon is among the most recog nized names in the 

world for contact lens care and other over-the-counter consumer eye care products. As we do 
with all our consumer product lines, we base our success on lead ing edge technology and keen 
market awareness to anticipate changes in consumer preferences. Our consumer eye care 
products address most general eye care needs w ith a comprehensive line of high quality 
products, including contact lens disinfectant solutions and cleaners, drops that soothe dry eye 
symptoms and ocular vitamins. Consumer Eye Care sales totaled $462 million in 2001 . 

These products reach consumers through grocery, drug and general merchandise stores 
and pharmacies in many count ries around the globe, and through vision care specialists' offices 
In others. However, optometrists, opticians and ophthalmologists are key to our success in this 
field because they play a vital role in educating consumers and recommending products that 
offer the highest quality eye care available today. Recognizing this, we work closely with and 
support these eye care professionals to help them communicate the advantages of our products 
to their patients. In the United States, we support these efforts with appropriate television and 
other media advertising to increase consumer awareness of product features and benef its. 

tact Lens Care. We offer a full line of solutions and other products 
to clean and care for all types of contact lenses made today. We were the f irst company to fulfill 
consumer desire for a product that simpl if ies and shortens the lens cleaning and disinfecting 
process without the rubbing step when we introduced the No Rub TM formula of Opti-Free® 
Express® multi-purpose disinfecting solution in the United States. This solution has a patented, 
triple-action cleaning system that is the f irst soft lens d isinfecting solution c leared by the U.S. 
Food and Drug Administration for cleaning all lenses without the rubbing step. Elim inating 
rubbing makes cleaning and caring for contact lenses simpler, more convenient and less 
expensive. This scientif ic innovation, supported by effective consum er advertising, drove 
Opti-Free® Express® No Rub TM to the top of the market in the United States in 2001 , with a 

24 percent share of the soft lens disinfectant market. Another of our contact lens solutions, 
Opti-Free®, is the market leader in Japan. We have a strong market presence in many other 

count ries across our contact lens care product line. 
Alcon's other contact lens care products include Clerz® Plus lens rewetting drops, 

which moisten contact lenses during wear and help reduce protein build-up; Opti-Free 
SupraClens® preservative-free active cleaning solution ; and Unique™ pH multi-purpose 
disinfecting and cleaning solution for rig id gas permeable contact lenses. 

17 
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Optometrists, opticians and ophtnalmologists 
are key to our success in this field because 
they play a vital role in educating consumers 
and recommending products that offer 
the highest quality eye care available to9ay. 

Dry Eye. Dry eye is a condition caused either by a deficiency in tear pro
duction or the excessive evaporation of tears. Because dry eye is associated with aging, 
hormonal changes, environmental pollution, computer use and even certain ophthalmic 
surgical procedures, the number of people suffering from dry eye symptoms grows each 
year. Alcon's dry eye products compete in the premium sector of the market and base their 
success on quality science combined with an appreciation of consumer preferences. 

Our flagship U.S. brand, Tears Natura le® Forte lubricant eye drops, employs Trisorb™ 
triple demulcent system, an exclusive polymer system that adheres to the eye and maintains 
moisture in the eye longer. It contains a proprietary preservative called Polyquad®, which is 
extremely gentle to the eyes of patients who suffer from dry eye syndrome. 

Alcon also has developed an artificial tear product designed for people suffering from 
severe and chronic dry eye symptoms. Bion® Tears lubricant eye drops are specially formulated 
with zinc and bicarbonate - two essential components of natural tears - to more closely 
resemble the composition of human tears. 

Ocular Vi tam ins. Many people in the world have been brought up with 
the knowledge that eating carrots is good for vision. This is true because carrots contain a 
substance called beta-carotene, which has been shown to be beneficial to vision. However, 
few people are aware that several other vitamins and minerals have recently been shown to 
improve eye health, including lutein, zeaxanthin, zinc and anti-oxidants. 

Our commitment to general eye care led us to acquire an eye vitamin product in 1999 
called !Caps®. After being reformulated to include some new vitamins and minerals, it is now 
one of the most advanced eye vitamin products on the market. Anti-oxidants, including 
vitamins A, C and E and copper and zinc minerals, are key components of ICaps. Products 
containing these vitamins and minerals have been shown in clinical trials to reduce the risk of 
progression of age-related macular degeneration. Increasing consumer awareness of these 
effects, especially among older segments of the population, is helping this market grow. 
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Research & Development 
Focused on the Future 

Research & Development is the lifeblood of our company and the foundation of our future 
success. Every day our 1,100 dedicated R&D professionals, incluqing more than 270 Ph.D.s, M.D.s 
and O.D.s, come to work with one goal in mind: to discover how to improve vision and prevent 
diseases of the eye that can lead to blindness. In terms of people, investment and facilities, Alcon 
has the largest commitment of any company in the world to ophthalmic research. Over the next five 
years, we plan to invest more than $1.5 billion in research and development in our never-ending 
search for new medications, surgical devices and treatments for diseases and disorders of the eye. 

What are the benchmarks of research success? One key measure is the percentage of sales 
derived from new products. The past decade has been a fert ile period for Alcon's R&D. In 2001 , 
approximately 45 percent of Alcon's total sales came from products we developed and introduced 
since 1994. 

Another important benchmark is the ability to lead the industry in registering new products. 
Over the past decade, Alcon has had twice as many new drug approvals as our next ophthalmic 
competitor. Moreover, we obtained them faster on average than the industry as a whole. We have 
also registered more than 2,000 individual products in more than 150 countries around the world. 

A third standard is the breadth and duration of a company's patent estate. By the end of 
2001, Alcon held more than 2,250 patents and more than 1,350 pending patents, with less than six 
percent of 2001 product sales subject to patent expiration in the next five years. 

By all of these measures, Alcon has demonstrated its ability to transfer our passion for 
ophthalmic research and science into commercial success. 

,,/ 

Alcon's drive to innovate means we are always focused on the future. We intend to improve 
upon therapies available today as well as develop entirely new treatments for diseases and conditions 
that are not effectively addressed today. We have a deep and rich product pipeline in all our product 
segments, which we summarize in the following paragraphs. 

Pharmaceutical. We are currently in Phase Ill clinical trials on several important 
new drugs. If and when they are approved, they will enhance our product mix for many years to 
come. We expect moxifloxacin to replace Ciloxan® ophthalmic solut ion and bring added benefits 
to the ocu lar infection area because of its potentially broader spectrum and its increased tissue 
absorption. CiproDex* suspension for ocular and otic infection and inflammation will complement 
TobraDex® ophthalmic suspension by offering physicians a combination anti-infective/anti-inflammatory 
based on a broad spectrum antibiotic from the fluoroquinolone class of antibiotics. We are also 
seeking approval of this medication to treat ear infections, including otitis media. Patanol® Plus 
ophthalmic solution for ocular allergy will bring added convenience to people who suffer from 
ocular allergies because this new formulation will only need to be applied once a day. 

One of our most interesting products in development is anecortave acetate for the treatment 
of age-related macular degeneration (AMD), the leading cause of blindness in the developed world. 
Preliminary results of clinical studies have demonstrated anecortave acetate's effectiveness in 
maintaining or improving functional vision, with no significant side effects of treatment. The drug is 
currently in Phase II studies. We expect to move into Phase Ill in the near futu re and are targeting 
approval in early 2005. Industry experts have projected a multi-billion dollar potential market for AMD 
treatments within the next five years. This represents a significant potential market for us, as no 
pharmaceutical therapies have been approved to treat this disabling disease and existing laser 
procedures are of limited effectiveness. 
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Alcon has been the leader in ophthalmic 
research in the past and our commitment 
is to remain the leader into the future. 
We believe the products highlighted 
above and those expected to come 
out of our laboratories in coming 
years will be integral to our 
ongoing efforts to improve 
visual health and function 
and to reduce the incidence 
of bl ndness and ocular 
disease around the world. 

•c,proDex s ,eg,srer d r, d mark of 

Bay, r AG an I s ltcensed by Bayer AG 



Manufacturing & Technical Support 
A Strategic Global Process 

Alcon's wide array of products encompasses more than 10,000 unique items, 
from contact lens care solutions and ethical drugs to intraocular lenses and refractive 
lasers. To ensure that every ophthalmic product we make meets the highest quality 
standards, Alcon has built a global manufacturing capability committed to continuous 
improvement. To reduce overall c·osts, we have built a Manufacturing and Technical 
Support group that provides effident services, including constructing factories, 
purchasing materials, manufacturing products, providing quality assurance, processing 
orders, and delivering f inished goods to their f inal dest inations around the world. 

Today, Alcon operates 17 manufacturing faci lities strategically located in nine 
countries. Our pharmaceutical and medical device manufacturing plants are state of 
the art. Our people are among the best and most experienced people in the industry. 
Our 4,300 manufacturing employees have one of the lowest turnover rates in the industry. 
The dedication and expertise of our employees helps us enhance manufacturing quality 

and efficiency while controlling costs. 
To maintain excellent standards of regulatory compliance, our Quality 

Assurance group monitors and tests products, processes and procedures on a 
continuous basis at every Alcon manufacturing site throughout the world. The Quality 
Assurance process is in place from the moment raw materials are delivered until well 

after the expiration date of each production batch. 
This group also oversees Alcon's adoption of ISO 9001 standards. These 

stringent standards require developing quality management systems that promote 
consistent quality in products and services. Meeting the standards, atta ining ISO 9001 
registration and winning authorization to use the CE mark have improved our business 
and qual ity systems and reduced operating costs. The CE mark allows products to be 
marketed in a number of countries w ith minimal regulatory review once it has been 
accepted and registered by one participating country. 

Purchasing, Customer Service and Distribution are also part of the MTS group. 
This ensures that raw materials are available w hen required by manufacturing plants, 
that product is shipped in a timely manner and that customers receive what they order · 

when they need it , no matter where they are. 
Alcon also controls costs and enhances quality by having a team of engineers 

who coordinate all company construction - of plants, of research centers and of office 
space. This group of experts deals w ith local regu latory officials and contractors to 
ensure that all A lcon facilities are built to our specifications, wil l pass regulatory 

inspections and operate efficiently. 
While quality is paramount, efficiency is also important in the manufacturing 

process. Each facility has continuous improvement programs to reduce costs and 
improve quality through cycle-time reductions, efficiency improvements and automation. 

Our flexible strategy is focused on making the best use of our assets. Al con's 
leadership team constantly monitors business needs and is set to continue expansion 
and adjustment of manufacturing sites as necessary. Our efforts have helped reduce 
the cost of manufactured goods sold as a percentage of sales over the past f ive years. 
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As the global leader in eye care, we believe we have a responsibility to 
bring ophthalmic products to those who otherwise would not have access to them. 
This commitment to humanitarian efforts is longstanding and deeply felt by people 
throughout our company. Each year, tens of thousands of people suffering from 
blindness or other serious vision problems benefit from the programs we support 

throughout the world. 

Humanitarian Seivice · 
Helping Global Vision 

:?4 

In 2001, we supported more than 800 humanitarian efforts involving some 
2,500 volunteer eye care professionals. Using products provided by Alcon without 
charge, these eye care professionals performed 24,000 charitable cataract 

procedures in 83 countries during the year. 
For nearly four decades, our Medical Missions Program has been an 

industry leader in support of ophthalmic foreign missions. Each year, Alcon 
supplies millions of dollars worth of drugs and devices to assist eye-care specialists 
who volunteer their t ime and skills. Our long-standing commitment to these 
missions encourages physicians worldwide to participate in volunteer efforts. 

For more than 20 years, Alcon has been one of the largest contributors 
of ophthalmic products to ORBIS, the flying eye hospital, to support its mission of 
providing ophthalmic education and skills transfer between countries. Since the 
early 1980s, Alcon has also supported Mercy Ships, which offers ophthalmic 
services on board its fleet of hospital ships. 

Similarly, within the United States, our Glaucoma Patient Assistance 
Program provided free Alcoa glaucoma medications to more than 18,000 patients 
in 2001. This U.S. program further demonstrates Alcon's heart-felt philosophy of 
saving sight for those in need. Since the mid-1960s, we have made Alcon 
glaucoma medications available at no charge to patients who have no insurance 
reimbursement and cannot otherwise afford these sight-saving drugs. 

Each year, te s oft oll8ands of peop e surf¢r 
from blindness or othe erio s tsion prob ems 
benefit m ou hun an tariar rograq,. 
throu world 
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Martin Schneider, Attorney-in-Fact (Prokurist) 
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Michael V. Bergamini, Ph.D., Vice President, Pharmaceutical Development, R&D 
Steven E. Bott, Vice President, Refractive R&D 

Robert W. Brobst, Ph.D., Vice President, Information Technology and Chief Information Officer 
Kevin J. Buehler, Vice President/Regional Manager, LACAR 

Karen A. Burdack, Vice President, Associate General Counsel, International Counsel 

William R. Burns, Vice President, Global Marketing - Consumer Products 

Gerald D. Cagle, Ph.D., Senior Vice President, Research & Development 
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William D. Fairbairn, Vice President, Regulatory Affairs 
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Gareth E. Glaser, Vice President, U.S. Taxes and Associate General Tax Counsel 

Robert 8. Hackett, Ph.D., Vice President, Biological Sciences, R&D 

,:-Directors of Alcon, Inc. have been in place since March 21, 2002 

Michael B. Hemric, Vice President/General Manager, Consumer Products, Falcon and Managed Care 

Joseph W. Hiddemen, Ph.D., Vice President, Preclinical Sciences, R&D 
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Kurtis c. Klein, Vice President, Global Marketing - Pharmaceutical Products 
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Kenneth F. Lickel, Vice President/General Manager, Operations, Irvine 

Douglas A. Mac Hatton, Vice President, Investor Relations _ 

Scott A. Manning, Vice President/Gener~\ Manager, Pharmaceutical 

Donald I. Martin, Vice President, Manufapturing, Orlando Operations 

Thomas O. McDonald, Ph.D., Vice President, Therapeutic Research, R&D 
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Charles E. Miller, Sr., Senior Vice President, Finance and Chief Financial Officer 
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George P. Morey, Vice President, Administration and Services, R&D 
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George H. Pettit, Vice President, Refractive R&D 

Cary R. Rayment, Senior Vice President, United States Operations 

J.W. Richardson, Vice President, Manufacturing, Surgical Operations 
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Stella M. Robertson, Ph.D., Vice President, Pharmaceutical Products, R&D 

Alex Sacharoff, Vice President, Refractive R&D 
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Discussion and Analysis 
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of Financial Condition and Results of Operations 

You should read the following discussion and analysis in conjunction with our financial statements 
and notes thereto included elsewhere in this report. This Management's Discussion and Analysis 
of Financial Condition and Results of Operations contains forward-looking statements. Please see 
"Cautionary Note Regarding Forward-Looking Statements" on page 44 of this report for a discussion 
of the risks, uncertainties and assumptions relating to these statements. 

Ovetview of Our Business 
General 
We develop, manufacture and market pharmaceuticals, surgical equipment and devices and contact 
lens care and other vision care products that treat eye diseases and disorders and promote the general 
health and function of the human eye. Founded in 1945, we have local operations in over 75 countries 
and our products are sold in more than 180 countries around the world. In 1977, we were acquired 
by Nestle. Since then, we have operated largely as an independent company, separate from most 
of Nestle's other businesses and have grown our annual sales from $82 million to over $2.7 billion 
primarily as a result of internal development and selected acquisitions. 

We conduct our global business through two business segments: Alcon United States and Alcon 
International. Alcon United States includes sales to unaffil iated customers located in the United States 
of America, excluding Puerto Rico. Alcon United States operating profit is derived from operating 
profits within the United States as well as operating profits earned outside of the United States re lated 
to the United States business. Alcon International includes sales to all other unaffil iated customers. 
Each business segment markets and sells products principally in three product categories of the 
ophthalmic market: (i) pharmaceutical (e.g., prescription ophthalmic drugs); (ii) surgical equipment 
and devices (e.g., cataract, vitreoretinal and refractive); and (iii) contact lens care (e.g., disinfecting and 
cleaning solutions) and other vision care products (e.g., artificial tears). Business segment operations 
generally do not include research and development, manufacturing and other corporate functions. 
We market our products to eye care professionals as well as to the direct purchasers of our products, 
such as hospitals, managed care organizations, governments and individuals. 

Market Environment 
Demand for health care products and services is increasing in established markets as a result of the 
aging of the population and the emergence of new drug therapies and treatments for previously 
untreatable conditions. Likewise, demand for health care products and services in emerging markets 
is increasing primarily due to the adoption of medically advanced technologies and improvements in 
living standards. As a result of these factors, health care costs are ri sing at a faster rate than economic 
growth in many countries. This faster rate of growth has led governments and other purchasers of 
health care products and services, either directly or through patient reimbursement, to exert pressu re 
on the prices of health care products and services. These cost-containment efforts vary by jurisdiction. 

In the United States, government policies and the influence of managed care organizations continue 
to impact the pricing of health care products and services. In an effort to control Medicare costs, the 
United States government implemented reimbursement ceilings on cataract surgery in 2000 resulting 
in increased price sensitivity by hospitals and surgery centers that perform cataract procedures. Also 
under consideration is the addition of a prescription drug benefit program under Medicare, which, if 
approved, would present opportunities and challenges for pharmaceutical companies. Some states are 
also moving to implement more aggressive price control programs and more liberal generic substitu
t ion rules that could result in price reductions. In addition, managed care organizations use formularies 
and their buying power to demand more effective t reatments at lower prices. Both governments and 
managed care organizations have supported increased use of generic pharmaceuticals at the expense 
of branded pharmaceuticals. We are well-positioned to address this market opportunity with Falcon 

Pharmaceuticals Ltd., our generic pharmaceutical business, which currently has the #1 market_ 
share position in generic ophthalmic pharmaceutica ls in the United States, based on r~venues in 
2001. we also use third-party data to demonstrate both the therapeutic and_ ~ost effect1venes~ of our 
pharmaceutical products. Moreover, to achieve and maintain attract_ive pos_1t1ons on formulanes, w~ 
need to continuously introduce medically advanced products that d1fferent1ate us from our competitors 
and are competitively priced. 

Outside of t he United States, thi rd-party payor reimbursement of patients and health care provid~rs 
and prices for health care products and services vary significantly and, in the case of pharma~eut1cals, 
are generally lower than those in the United States. In Western ~~ rope'. where government re1mbu~se
ment of health care costs is widespread, governments are requ1nng pnce reduct1o~s. The_ econ?r_ri1c. 
integration by European Union members and the introduction of the euro are also impacting pricing in 
these markets, as more affluent member countries are requesting prices for h~alth care produc:s and 
services comparable to those in less afflue11t member countries. In Latin Amer~ca, where ~here 1s less 
government reimbursement of health care costs, many of our products are paid for ~~ pn~ate ~ealt~ 
care systems covering a small portion of the popu lation. As a result, economic cond1t1ons in th is region 
have a significant impact on prices and demand for health care products and service~. For exar_riple, we 
have recently experienced a decline in sales in Argentina, one of our largest markets in the region, as 
a result of economic conditions in that country. In most of the countries in Asia, average income levels 
are low, government reimbursement for the cost of health care products and service~ is lim ited_ and 
prices and demand are sensitive to general economic conditions. However, many As!an c_ountr_ies have 
rebounded from the economic c risis of 1997 and 1998 and demand for our products in this region has 
been rising. By contrast, Japan, which has extensive private and government rnimbursemen: for health 
care costs, has not seen sign ificant efforts to control prices despite experiencing a combination of flat 
economic growth and an ag ing population. However, regulatory approval t imes are long and costs are 
very high in Japan, which delays the marketing of our pharmaceutical products there. 

Currency Fluctuat ions . . 
Our products are sold in over 180 countries, and we sell products in a number of _currencies in our 
Alcon Internationa l business segment. Ou r consolidated financia l statements, which are presented 
in U.S. dollars, are impacted by currency exchange rate fluctuations through both tra~slation r'.sk 
and transaction risk. Translation risk is the risk that our financial statements for a particular penod 
are affected by changes in the prevail ing exchange rates of the various currencies of our subsidiaries 
relative to the U.S. dollar. Transaction risk is t he risk that the currency structure of our costs and 
liabilities deviates to some extent from the currency structure of our sales proceeds and assets. 

Our t ranslation risk exposures are principally to the euro and Japanese yen. W ith respect to t ransaction 
risk, because a significant percentage of our operating expenses are incurred i~_the currency_ in which 
sales proceeds are received, we do not have a significant net exposure. In add1t1on, substant ially all of 
our assets which are denominated in currencies other than the U.S. dollar are supported by loans or 
other liabilities of similar amount denominated in the same currency. From time to time, we purchase 
or sell currencies forward to hedge currency risk in obligations or receivables; these transactions are 
designed to add ress transaction risk, not translation risk. Our Japanese and South African subsidiaries 
purchase goods from some of our subsidiaries in U.S. dollars and hedge a portion of these intercom
pany liabilities using forward contracts. We have not experienced significant gains or losses as a result 
of these hedging activities. 

Generally, a weakening of the U.S. dollar against other currencies has a positive effect on our sales and 
profits while a strengthening of the U.S. dollar aga inst other currencies has a negative effect on our 
sales and profits. We experienced negative currency impacts as a result of the strengthening o~ the _U.S. 
dollar during 1999, 2000 and 2001. During 1999 and 2000, the negative currency impact was pnmanly 
due to the increase in the value of the U.S. dollar versus the major European currencies. During 2001, 
the primary cause of the negative currency impact was the strengthen ing of the U.S._ dollar against th_e 
major European currencies and the Japanese yen, with lesser negative impacts relating to ~he Can~?1an, 
Australian and Brazilian currencies. We expect the currency devaluation and weak economic cond1t1ons 
in Argentina to have a negative impact on our revenues and profits in Argentina in 2002. We refer to 
the effects of currency fluctuations and exchange rate movements throughout th is "Management's 
Discussion and Analysis of Financial Condition and Results of Operations," which we have computed 
by applying translation rates from the prior comparative period to the more recent period amounts and 
comparing those results to the more recent period actual resu lts. 
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We generate revenues largely from sales of ophthalmic pharmaceutical products, ophthalmic surgical 
equipment and devices and contact lens care and other vision care products. Our operating revenues 
and operating income are affected by various factors including unit volume, price, currency fluctuations, 
acquisitions, licensing and the mix between lower-margin and higher-margin products. 

Sales of ophthalmic pharmaceutical products are primarily driven by the development of safe and effec
tive products that can be differentiated from competing products in the treatment of ophthalmic diseases 
and disorders and increased market acceptance of these new products. Inclusion of pharmaceutical 
products on managed care formularies covering the largest possible number of patients is another key 
competitive factor. We face significant competition in ophthalmic pharmaceuticals, including competition 
from other companies with an ophthalmic focus and from larger pharmaceutical companies. In general, 
sales of our pharmaceutical products are not affected by general economic conditions, although we face 
pressure to reduce prices from governments and United States managed care organizations. We experi
ence seasonality in our ocular allergy medicines, with a large increase in sales in the spring and a lesser 
increase during the fall. Costs of goods sold for our pharmaceutical products include materials, labor, 
overhead and royalties. 

Our surgical product category includes three product lines: cataract, vitreoretinal and refractive. Sales of 
our products for cataract and vitreoretinal surgery are driven by technological innovation, demographic 
trends and relationships with surgeons. We believe that our innovative and leading technology, the 
strong relationships we establish by supporting physician training and our ability to package a broad 
range of proprietary products into customized surgical procedure packs, tailored to each surgeon's pref
erence, are the keys to our success in these product categories. Declining government reimbursements 
for cataract procedures continually puts pressure on our prices. However, the number of cataract and 
vitreoretinal surgical procedures is not generally affected by general economic conditions. Sales of our 
refractive surgical equipment and the related technology fees are driven by consumer demand for laser 
refractive surgery. We sell lasers and other surgical equipment used to perform laser refractive surgeries 
and, in the United States, charge a technology fee for each surgery performed (one eye equals one 
surgery). Outside of the United States, we generally do not charge a technology fee, although we antici
pate charging a technology fee upon the introduction of our LADARWave 'M Custom Cornea• Wavefront 
System when it is used to guide our laser to perform a customized procedure. Because governments and 
private insurance companies generally do not cover the costs of laser refractive surgery, sales of laser 
refractive surgical products and related technology fees are sensitive to changes in general economic 
conditions and consumer confidence. There is no significant seasonality in our surgical business. Costs 
of goods sold for our surgical products include raw materials, labor, overhead, royalties to licensors and 
warranty costs. Operating income from cataract and vitreoretinal products is driven by the number of 
procedures in which our products are used. Operating income from laser refractive surgical equipment 
depends primarily on the number of procedures for which we are able to collect technology fees. 

Sales of our contact lens care products are driven by ophthalmologist, optometrist and optician recom
mendations of lens care systems, our provision of starter kits to eye care professionals, and consumer 
preferences for more convenient contact lens care solutions. Contact lens care products compete 
largely on product attributes, brand familiarity, professional recommendations and price. The use of 
less-advanced cleaning methods, especially outside of the United States, also affects demand for our 
contact lens care products. There is no seasonality in sales of contact lens care products, and we have 
experienced little impact from general economic conditions to date, although in low-growth economic 
environments consumers may switch to lower-priced brands. Costs of goods sold for contact lens care 
products include materials, labor, overhead and royalties. Operating income from contact lens care 
products is driven by market penetration and unit volumes. 

Our selling, general and administrative costs include the costs of selling, promoting and distributing our 
products and managing the organizational infrastructure of our business. The largest portion of these 
costs is salary for sales and marketing staff. During the first half of 2002, we expect to incur additional 
marketing expenses related to the launch of TRAVATAN" in Europe and higher TRAVATAN"' marketing 
expenses in the United States than were incurred in the first half of 2001. 

Research and development costs include basic research, pre-clinical development of products, clinical 
trials, regulatory expenses and certain technology licensing costs. The largest portion of our research 
and development expenses relates to the research, development and regulatory approval of pharma
ceutical products. During 2000 and 2001, a greater proportion of our research and development 
expenses were incurred during the second half of the year than during the first half. 

Our amortization costs relate to our acquisitions and the licensing of intangible assets. Effective July 7, 
2000, we acquired Summit for a total purchase price of $948.0 million, which resulted in intangible 
assets of $954.5 million that we will amortize over their estimated useful lives. 

We expect to incur a one-time $22.4 million charge to operating income during the first quarter of 
2002 related to the conversion of an employee deferred compensation plan. 

We made a CHF 2.1 billion (or approximately $1.23 billion) dividend payment to Nestle on March 20, 
2002 in connection with Alcon's initial public offering of common shares as discussed in Note 1 to the 
Consolidated Financial Statements. This payment was funded by the liquidation of cash equivalents as 
well as additional short-term borrowings. The decrease in cash, liquidation of cash equivalents and 
increase in short-term borrowings will reduce our interest income and increase our interest expense 
following this payment. Using the average interest rates for 2001, the dividend payment to Nestle would 
decrease annual interest income by approximately $37.6 million and increase annual interest expense by 
approximately $17.0 million from comparable amounts in 2001. 

Results of Operations 
The following table sets forth, for the periods indicated, selected items from our consolidated financial 
statements prepared under U.S. GMP. 

As a % of Sales 
1999 2000 2001 1999 2000 )1 

(in millions, except percentages) 

United States $1,263.2 $1,333.4 14646 52.6% 52.2% 53 3° 
International 1,137.8 1,220.2 1,283 1 47.4 47.8 46 7 

Total sales 2,401 .0 2,553.6 2,747 7 100.0 100.0 100.0 
Costs of goods sold 719.1 749.7 798 3 30.0 29.4 29.1 

Gross profit 1,681.9 1,803.9 1,949.4 70.0 70.6 70.9 
Selling, general and administrative 805.2 855.8 953 7 33.5 33.5 34 7 
Research and development 213.1 246.3 289 8 8.9 9.6 10 5 
In process research and development 18.5 0.7 
Amortization of intangibles 46.4 86.5 117 0 1.9 3.4 43 

Operating income 617.2 596.8 588.9 25.7 23.4 21 4 
Gain (loss) from foreign currency, net 10.7 0.1 (4 8) 0.4 0.0 (0 2) 
Interest income 13.7 44.1 466 0.6 1.7 1 7 
Interest expense (54.4) (86.3) (107 7) (2.3) (3.4) (3.9) 
Other, net (9 1) (0.3) 

Earnings before income taxes 587.2 554.7 513 9 24.4 21 .7 18.7 
Income taxes 240.3 223.0 198 3 10.0 8.7 7.2 

Net earnings $ 346.9 $ 331.7 315 6 14.4% 13.0% 11.5% 

The following table sets forth, for the periods indicated, our sales and operating profit by business 
segment under IAS. 

As a % of Sales 
1999 2000 2001 1999 2000 1)1 

fin millions, except percentages) 

L "' IAI I:~ 
Pharmaceutical $ 455.5 $ 513.9 582 9 36.1 % 38.5% 39 8° . 
Surgical 562.9 589.2 639 7 44.6 44.2 43 7 
Contact lens care and other vision care 244.8 230.3 242.0 19.3 17.3 16 5 

Total sales $1,263.2 $1,333.4 14646 100.0% 100.0% 100 0°. 
Oeerating incomel11 $ 557.2 $ 519.6 571.1 44.1% 39.0% 39.0°0 
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Sales and operating profit by business segment under IAS (Continued) 

As a % of Sales 

1999 2000 2001 1999 2000 2001 

(in millions, except percentages) 

AL 01\1 IN NATIONAL: 
Pharmaceutical $ 324.1 
Surgical 597.2 
Contact lens care and other vision care 216.5 

Total sales $1,137.8 
Operating income1' 1 $ 328.0 

$ 322.3 jj 344.9 28.5% 26.4% 26.9% 

674.7 718.0 52.5 55.3 55 9 

223.2 220.2 19.0 18.3 17 2 

$1,220.2 t,1,283.1 100.0%' 100.0% 100 0% 

$ 380.1 ~ 402.6 28.8% 31.2% 31 .4% 

o, Segment performance is measured based on sales and operating income reported in accordance with /AS. 
The principal differences between the /AS accounting policies used to generate segment results and our overall 

t . 1· ·es nder us GAAP include differences m mtang,ble asset cost and lives and in-process research accoun mg po ,c, u . . _ _ . 
and development (expensed for U.S. GAAP but not for /AS). Certain manufacturing costs and manufactunng van
ances are not assigned to business segments because most manufacturing operations produce products for more 
than one business segment. Research and development costs, excluding regulatory costs which are included m 
the business segments, are treated as general corporate costs and are not assigned to business segments. 

The following table sets forth, for the periods indicated, A lcon lnternatio~al's sal~s and our conso lidated 
sales by product category, and includes the change in sales and ch~nge in sal?s in constant currency 
calculated by applying rates from the earlier period. All of Alcon United States sales are in U.S. dollars, 
and therefore it does not experience any currency translation gains or losses. 

Change in Change in 
Constant Constant 

1999 2000 Change Currenc:r 2000 200 Change Currenc:r 

(in millions, except percentages) 

N C I IOl'AL 
7.0% 13.5% Pharmaceutical $ 324.1 $ 322.3 (0.6)% 5.6% $ 322.3 344 9 

Surgical 597.2 674.7 13.0 17.9 674.7 /18.0 6.4 14.2 

Contact lens care and 
(1.3) 6.3 other vision care 216.5 223.2 3.1 7.2 223.2 220.2 

Total sales $1,137.8 $1,220.2 7.2 12.4 $1,220.2 1' ,283.1 5.2 12.5 

QA 
$ 836.2 927 8 11.0 13.5 Pharmaceutical $ 779.6 $ 836.2 7.3 9.9 ~ 

Surgical 1,160. 1 1,263.9 8.9 11.3 1,263.9 ,357 7 7.4 11.6 

Contact lens care and 
1.9 5.7 other vision care 461.3 453.5 (1.7) 0.1 453.5 462.2 

Total sales $2,401 .0 $2,553.6 6.4 % 8.8% $2,553.6 _ -,747 7 7.6% 11.1 % 

Year ended December 31 , 2000 Compared to Year Ended December 31, 2001 

Sales increased 7.6% from $2,553.6 million in the year ended December 31, 2000 to $2,747.7_ ~illion in 
2001, mainly due to a weighted growth of 9.2% in unit volume (excluding the Summit acquis1t1on) and 
offset in part by a 3.5% negative currency impact due to the strength of the U.S. dollar comp~~~d to most 
major currencies. At a constant exchange rate and excluding the im?act ~f the _summit a_cqu1s1t1on, sales 
increased by 9.5% during this period. Our pharmaceutical sales during this period experienced growt~ 
of 11.0%, driven by increased sales of our key pharmaceutical products and the launch ~f TRAVAT:-N . 
Sales of surgical products and contact lens care and other vision care products grew 7.41/o and 1.9 1/o, 
respectively, during the period. Our surgical sales for the year ended ~ecember 31 , 2001 incl~ded twelve 
months of sales of refractive products and related fees while our surgical sales for 200? only ~n_c_luded sales 
of refractive products from July 7, 2000 to December 31 , 2000, as a result of the Summit acqu1s1t1on. 

Sales by Alcon United States increased 9.8% from $1,333.4 million in the ye~r ended Dece_mber ~1.' _2000 
to $1,464.6 million in 2001, principally from increases in unit volume (excludin~ the Summit acqu1s1t1on) 
and a 2.4% increase in sales as a result of the Summit acquisition. Pharmaceutical sales by Al~o_n United 
States increased 13.4% from $513.9 million in the year ended December 31, 2000 to $582.9 m1ll1on in. 
2001, with strong performance across major products, including TobraDex®, Patanol®, Ciloxan® and Cipro® 

HC Otic, and the launch of TRAVATAN®. Surgical product sales by Alcon United States rose 8.6% from 
$589.2 m illion in the year ended December 31 , 2000 to $639. 7 million in 2001 , mainly due to the Summit 
acquisition, but partially offset by weaker refractive sales during the second half of 2001 , and growth 
of 3.4% in sales of cataract and vitreoretinal products, mostly arising from increases in market share. 
Contact lens care and other vision care product sa les by A lcon United States increased 5.1 % from 
$230.3 million in the year ended December 31, 2000 to $242.0 mill ion in 2001 . Most of th is growth 
in contact lens care product sa les resulted from market share gains by OPTI-FREE'" EXPRESS\!) NoRub ™, 

partially offset by decl ines in sales of our daily and enzymatic contact lens care products. 

Sa les by Alcon International increased 5.2 % from $1,220.2 million in the year ended December 31, 2000 
to $1,283.1 million in 2001, mainly due to a strong increase in unit volumes (excluding the Summit 
acquisition) that was la rgely offset by a 7.4% decline due to negative currency fluctuations from the 
strengthening of the U.S. dollar against most major currencies. At a constant exchange rate and 
exc luding the Summit acquisition, sales outside of the United States increased 11.8%, driven largely 
by growth across all major European countries, Canada, Taiwan and Brazil in addition to developing 
countries in Eastern Europe and Asia. Pharmaceutical sales by Alcon International increased 7.0% 
(or 13.5% excluding the impact of currency fluctuations) from $322.3 million in the year ended 
December 31, 2000 to $344.9 million in 2001, mainly due to the registration and launch of Azopt® in 
additional countries and to a lesser extent due to growth in sales of TobraDex'". Surgical product sales 
by Alcon International increased 6.4% (or 14.2% excluding the impact of currency fluctuations) from 
$674.7 million in the year ended December 31, 2000 to $718.0 million in 2001 as a resu lt of increases 
in sales of cataract products, particularly AcrySof® single-piece intraocular lenses, Custom Paks'" and 
v iscoelastics, which are viscous liquids used to maintain the shape of the eye during cataract surgery, 
and vitreoretinal products, together with additional sales associated with our acquisition of Summit, w hich 
accounted for almost half of the growth. Contact lens care and other vision care products sales by A lcon 
International decl ined 1.3% (but would have risen 6.3% on a constant currency basis) from $223.2 mill ion 
in t~e year ended December 31 , 2000 to $220.2 million in 2001 reflecting negative currency fluctuations, 
which were largely offset by increased sales of OPTI-FREE® multi-purpose disinfect ing solution in Japan. 
In most markets outside of Japan, the contact lens care market declined as consumers continued to 
convert to frequent replacement lenses and one-step multi-purpose disinfecting solutions which 
sharply reduced sa les of enzymatic and other daily cleaners. 

C ·oss Po 

Gross profit increased 8.1 % from $1 ,803.9 million in the year ended December 31, 2000 to $1,949.4 
million in 2001 , resu lting in an increase in gross profit as a percentage of sales from 70.6% in the year 
ended December 31, 2000 to 70.9% in 2001. This increase in gross margin was due ma inly to strong 
sales of our _pharmaceutical products and intraocular lenses and lower average manufacturing costs 
per unit, which offset the negative currency impact of the strengthening of the U.S. dollar during the 
last three quarters of 2001. 

Opera mg Fxpe e" 

Selling, general and administrative expenses increased 11.4% from $855.8 million in the year ended 
December 31, 2000 to $953.7 million in 2001. This increase was due mainly to an increase in the size 
of our sales force, principally in the second half of 2001, in connection with the launch of TRAVATAN® 
and ot~er expenses related to this launch and more frequent use of direct-to-consumer advertising 
campaigns. Research and development expenses increased 17.7% from $246.3 million in the year 
ended December 31, 2000 to $289.8 mill ion in 2001 , excluding our w rite-off of in-process research 
and ?evel~pment of $18.5 million in 2000 as a resu lt of the Summit acquisit ion. Th is increase represents 
continued investment across all major therapeutic areas. Amortization of intangible assets increased 
35.3% from $86.5 million in the year ended December 31, 2000 to $117 .0 mill ion in 2001. Amortization 
of intangible assets arising as a result of the acquisition of Summit (totaling approximately $36.0 million 
m 2000 and $72.0 mi llion in 2001 ) is primarily responsible for th is increase. 

Operating Income 

O~~rating income decreased 1.3% from $596.8 million in the year ended December 31, 2000 to $588.9 
mill_1on in 2001 and decreased as a percentage of sales from 23.4% to 21.4% mainly due to increased 
selling ex penses, research and development expenses and amortization. 

Alcon United States business segment operating income increased 9.9% from $519.6 mill ion in the year 
ended December 31 , 2000 to $571 .1 million in 2001. This increase was due mainly to improved gross 
margi~s ~nd control of general and administrative expenses, which were partially offset by add itional 
amortization expenses associated w ith the Summit acquisition, an increase in the size of our sales force 
and higher marketing expenditures. 
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Alcon International business segment operating income increased 5.9% from $380.1 million in the 
year ended December 31, 2000 to $402.6 million in 2001, reflecting higher gross margins and improved 
cost controls. 

Operating income for the Alcon United States and Alcon International business segments does not 
include: (1) certain manufacturing costs (e.g., manufacturing operation period costs and manufacturing 
variances); (2) all research and development costs other than regulatory costs; and (3) certa in other 
general corporate expenses. Operating income for these two business segments is determined in 
accordance with IAS. 

e est and Othe x J~nses 
Interest income increased 5.7% from $44.1 million in the year ended December 31, 2000 to $46.6 mil lion 
in 2001, due to higher levels of short-term investments. Interest expense increased 24.8% from $86.3 
million in the year ended December 31, 2000 to $107 .7 million in 2001, mainly due to increased interest 
expense (totaling approximately $33.0 million in 2000 and $60.0 million in 2001) arising from higher 
borrowings used to finance the Summit acquisition. Foreign currency gain decreased from a $0.1 
million gain in the year ended December 31, 2000 to a $4.8 million loss in 2001. Other, net for the year 
ended December 31, 2001 includes a $9.1 million impairment loss on a marketable equity investment 
acquired as a result of the acquisition of Summit. 

Inc Me · x L" e c;e 
Income taxes declined 11.1 % from $223.0 million in the year ended December 31, 2000 to $198.3 
million in 2001 as a result of the taxation of a larger portion of our earnings in jurisdictions with lower 
tax rates, thereby reducing our effective tax rate from 40.2% during 2000 to 38.6% during 2001. 

a , qs 
Net earnings decreased 4.9% from $331.7 million in the year ended December 31, 2000 to $315.6 
million in 2001. Excluding the impact of interest and amortization expense related to the acquisition 
of Summit, net of taxes, net earnings increased by 7.7% from 2000 to 2001. 

Year ended December 31 , 1~9~ ~ompared to the Year Ended December 31, 2000 

Sc.> es 
Sales increased 6.4% from $2,401.0 million in the year ended December 31, 1999 to $2,553.6 million in 
2000, largely as a result of growth in unit volume (excluding the Summit acquisition) of 7.1 %, whic h was 
partially offset by a negative 2.4% impact from currency fluctuations. During this period, growth across 
much of our pharmaceutical and surgical product categories drove the increase whi le sales of contact 
lens care and other vision care products declined by 1.7%. 

Alcon United States' sales increased 5.6% from $1,263.2 million in the year ended December 31 , 1999 
to $1,333.4 million in 2000, mainly due to an increase in unit volume (excluding the Summit acquisition) 
and a 2.4% increase as a result of the Summit acquisition. Pharmaceutical sales by Alcon United States 
increased 12.8% from $455.5 million in the year ended December 31, 1999 to $513.9 mil lion in 2000, 
with strong sales performance across key pharmaceutical products, including TobraDex" , Patanol®, 
Ciloxan" , Azopt", Timolol GFS and Cipro" HC Otic. Surgical product sales by Alcon United States 
increased 4.7% from $562.9 million in the year ended December 31, 1999 to $589.2 million in 2000, 
reflecting the Summit acquisition during the second half of 2000. Contact lens care and other vision 
care product sales by Alcon United States declined 5.9% from $244.8 million during the year ended 
December 31, 1999 to $230.3 million in 2000, due to a decrease in contact lens care product sales 
resulting from the continued conversion by consumers to frequent replacement lenses and one-step, 
multi-purpose disinfecting solutions. 

Sales by Alcon International increased 7.2% from $1,137.8 million in the year ended December 31, 1999 
to $1,220.2 million in 2000, mainly due to a strong increase in unit volume (excluding the Summit 
acquisition) partially offset by a negative 5.2% impact from currency fluctuations resulting from a 
strengthening of the U.S. dollar against most major currencies. At constant exchange rates and excluding 
the Summit acquisition, sales by Alcon International increased 12.2%, driven mainly by increases in 
most major European markets, Australia, Japan, Brazil and Mexico. Pharmaceutical sales by A lcon 
International were flat in the year ended December 31, 2000 as compared to sales in 1999, mainly due to 
unfavorable currency fluctuations. Excluding the impact of currency fluctuations, pharmaceutical sales 
by Alcon International increased 5.6% mainly due to the registration and launch of Azopt" in additional 
countries and growth from several other pharmaceutical products. Surgical product sales by Alcon 

International increased 13.0% (or 17 9 01, e 1 . . 
million in the year ended December 31,o 19~~ ~~';l/he impact of currency ! luctuations) from $597.2 
major cataract and vitreoretinal products particula i4': mil~o~,,'" ~000, ma_mly due to growth across all 
equipment and related accessories and ciisposabl r Y S ~ry o , v1scoelast1cs, Custom Paks", surgical 
products by Alcon International increased 3 1 % ( e\ 2:/4 es ofl ou_r conta~t lens care and other v ision care 
:rom $216.5 million in t he year ended Dece~b;r ~; i99~ ex\~~mg the ~mp_act of curr~ncy fluctuations) 
increased sales of our OPTI-FREE" d's• f f I '. . to 3.2 m1ll1on in 2000, primarily due to 
wh ich offset a decline in contact lens' c'"a ec ,Ing so ut,on in Japan and sales of other vision care products 

rec eaning product sales. 

Goss ·o t 

Gross profit increased 7.3% from $l 681 9 ·w . 
in 2000, resulting in a slight increase,in ~o::'' ,o~. in the year ended December 31, 1999 to $1,803.9 million 
December 31 1999 to 70 6% in 2000 /h. 1· phro. ,t as a p~rcentage of sales from 70.0% in the year ended 
h ' · 0 • 1s s Ig t increase in gross margin w d · I 

P armaceutical products and intraocular lense d I as ue main y to sales of our 
' s an ower average manufacturing costs per unit. 

OpP t n,1 ses 

Selling, genera l and administrative expenses incre d 6 30 
December 31, 1999 to $855.8 million in 2000 but rease . . 1/o from $805.2 million in the year ended 
increase in expenses resulted largely f ro . mained constant as a percentage of sales. This 
h . . m an increase in the size of our pr' 1 t e integration costs related to the Summit . . . R ,mary care sa es force and 

15.6% _from $213.1 million in the year endei~:~:~~~-r 3 ~search and develo~~en: expenses increased 
our write-off of in-process research and develo m f $' 1999 _to $2~6.3 mil!1on in 2000, excluding 
Summit acquisition. This increase in research Pd ~nt ol 18.5 m1ll1on in 2000 in connection with the 
ment across pharmaceutical and surgical prod~~t ev; :.p~ent expenses represen~s continued invest-
countries in connection with the registration of s ;n ,g er r~gu!atory ~xpen~es incurred in several 
86.4% from $46.4 m illion in the year end d D probucts. Amort1zat1on of intangible assets increased 

h . . . e ecem er 31 1999 to $86 5 mil l' · 2000 · · 
tot e acquIsItIon of Summit resulting in app . t 1 $•
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. . · ion in primarily due 

' rox,ma e Y .0 million of additional amortization. 

Opera nq nco e 

Operating income declined 3 3% from $617 2 ·1r . 
million in 2000 and fell as a p~rc:ntage of s~le::r~on ~; ~ho; year en~ed D_ecem~er ~1 , 1999 to $596.8 
was due mainly to increased selling general and ;;-1 . : o t_o 23.4 1/o. This _decline in operating income 
goodwill and other intangible asset~ and our writ:. ;in;5tr~t1ve expenses, increased amortization of 
related to the Summit acquisition and . d o o in process research and development, all 

' increase research and development spending. 

Operating income for the Alcon United States business se . 
the year ended December 31 1999 to $519 6 ·11· . 2 gment declined 6.7% from $557.2 million in 

• ' · m, ion in 000 mainly due to a · · 
expense and integration costs related to the S ·t . .'. n increase in amortization umm, acquIsItIon. 

Operating income for the Alcon International b . . 
the year ended December 31, 1999 to $380.1 ~~::~si~ ;~~~ent ,_ncreased 1_5.9% from $328.0 m il~ion in 
control of general and administrative expens ' mainly due to improved gross margins and es. 

Operating income for the Alcon United St . 
include: (1) certain manufacturin cost ates and Alcon l_nternat,on_al busi~ess segments does not 
variances); (2) al l research and d~velops~:·;;·c::t~~:hctu;~g operation period costs and manufacturing 
general corporate expenses. Operating income f h er an reg~latory costs; and (3) certain other 
accordance with IAS. or t ese two business segments is determined in 

Interest a d h ,,. Jen s 
Interest income increased 221 9% fr $13 7 . . . 
in 2000, _reflecting higher level~ o; sh~~-ter~ i:~~~~~nnt~ Y;g~;nded December 3!, 1999 to $44.1 million 
$54.4 m illion in the year ended December 31 1999 t $8: ~n ·1 . . l~terest expens~ in~reased 58.6% from 
expense (totaling approximately $33.0 millio~) res I~ . m, hon in 2000, reflecting_ increased interest 
the Summit acquisition Foreign . d u ting from higher levels of borrowing used to finance 
31, 1999 to $0.1 million.in 2000. currency gain ecreased from $10.7 million in the year ended December 

Income Tax Expense 

Income tax expense declined 7 2% fr $240 3 ·1 . . 
million in 2000 mainly due to I~ o om. b. fm, l1?n in the year ended December 31, 1999 to $223 0 
ded 'b , wer earnings e ore income taxes As It f h . . 

uct, le expenses associated with th S ·t . . . . a resu o t e increase in non-
and in-process resear~h and develop e t umm1ffacq_u1s1t1on, including goodwill amortization expense 
40.2% in 2000. men , our e ect1ve tax rate decreased from 40.9% in 1999 to ' 
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I\ e F rn •s 
Net earnings declined 4.4% from $346.9 million in the year ended December 31, 1999 to $331.7 million 
in 2000. Excluding the impact of interest and amortization expenses related to the Summit acquisition, 
net of taxes, net earnings increased by 9.7%. 

Sales by Qyarter 
The following table sets forth our sales by quarter since 1999. 

Unaudited 
1999 2000 2001 

(in millions) 

First $ 583 $ 610 s 655 
Second 622 699 746 
Third 595 608 676 
Fourth 601 637 671 
Total $2,401 $2 554 $2,748 

Our quarterly sales trends reflect the seasonality in several products, including ocular allergy products 
and Cipro• HC Otic, in the form of increased sales during the spring months. Sales of selected products 
increased in the second quarter of 2000 due to promotional activities, which resulted in increased 
wholesaler inventory levels and decreased wholesaler purchases of these products in the third quarter 
of 2000. In the fourth quarter of 2000, we experienced an increase in wholesaler inventory levels, which 
we believe were due to expected price increases in 2001. 

Liquidity and Capital Resources 
In the year ended December 31, 2001, we generated operating cash flow of $528.5 million. Net cash 
used in investing activities in the year ended December 31 , 2001 was $134.1 million, including $127.4 
million of capital expenditures primarily related to improvements in our manufacturing facilities. During 
this period, we also acquired intangible assets at a cost of $10.9 million. Our annual capital expenditures 
over the last three years were $99.4 million in 1999 and $117.1 million in 2000, and $127.4 million in 
2001, principally to expand and upgrade our manufacturing facilities. We have capita l expenditure 
commitments of $16.0 million at December 31, 2001, principally to expand and upgrade our manufac
turing facilities. We expect to fund these capital expenditures through operating cash flow and, if neces
sary, short-term borrowings. Financing activities in the year ended December 31, 2001 used cash of 
$155.5 million, as cash generated by our operations was used to pay down outstanding short-term debt. 

We expect to meet our current liquidity needs, including the CHF 2.1 billion (or approximately $1.23 
billion) dividend payment to Nestle, principally through cash and cash equivalents, the liquidation of 
short-term investments and, to the extent necessary, short-term borrowings. We expect to meet future 
liquidity requirements through our operating cash flows and through sales of commercial paper under 
the facility described below under the heading "Credit Facilities", the combination of which we believe 
would be sufficient even if our sales were adversely impacted. 

C d F I es 
We have approximately $2.9 billion in total lines of credit available worldwide. We had a $600 million 
unsecured revolving credit facility with Nestle with an outstanding balance of $315 million as of 
December 31, 2001. Alcon Holdings, Inc., one of our U.S. subsidiaries, has a $1 billion unsecured, 
revolving credit facility with Nestle Capital Corporation under which there was an outstanding balance of 
$167 million as of December 31, 2001. Nestle Capital Corporation loans funds to Alcon Holdings under 
this facility at interest rates approximately equal to the rate at which Nestle Capital Corporation is able to 
sell commercial paper. Alcon Holdings also has a $600 million term loan from Nestle, which matures in 
2009 with an annual interest rate of 7.89%. The remainder of our subsidiaries had lines of credit totaling 
$599 million under which there was an aggregate outstanding balance of $323 million as of December 
31 , 2001. Approximately $83 million of these outstanding balances were under lines with Nestle 
subsidiaries in their respective countries. Additional lines are arranged or provided by a number of 
international financial institutions, the most significant of which had the following aggregate limits: 

Qyantitative Disclosure Concerning 
Marl<et Risl< 

ency R sirs 

Wear~ exposed to market risk from chan es in 

:~:~::;~~:~:~-finan~ial po~i!i?n. We ma;age 0 ~~;:;:u~:ct~at~~: rates that c~uld impact our results of 
ina~cing actIv1t1es and, when a ro ri e currency risks through our re ular 

ments. We use derivative financial instrument/! ri~k ::•n!rough the use of derivative financial ins~ru
gement tools and not for speculative purposes. 
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h fl ws resulting from 
. . f non-functional currency cas o 

We use forward contracts to mar~~~~ ~xec~~~a;~i~o~tracts are used to hedge interc~:iear:il ~~~C:s:~:sto 

chadng~s i\e:~~::go~ ;~:es: ~~;ivative fi~ancial instrumen~sh:~::~~t~;~t:esduubcs~aon~ially offset losses and 
an sa es. . . e the gains and losses on 
exchange rate fluctu~ti~~-~: si:~d transactions being hedged. 
gains on the assets, ha i i ies . xchange rates. For the 

b. t t changes m currency e . k 
h e contracts is su 1ec O . h fleets that market ris 

The fair value of c~rrency ~f ~ rfs~; we use a sensitivity analysis to d~termi~e ~f :~erations. The finan-
purpose of assessing spe~~\air value of our financial instruments an resuo:tracts. Such contracts 

~~!~~~:r~~~:s~~~~u~.:~ inf ~~;es:~:i:\~i%~~:~~s~~~r=r~u~~=~~~ f~;;;;_~r~n~a:i::~~~:i:~~n f~;~onths 
gener~lly have a duratio~ oforward contract is entered into or a~e antic1pa e denominated receivables 

~~;:'::1e ~~::::~:~i~~i:~a~~~i~ ::!~~~:t; ;;l~~~r~ f:;';en~~~~~~~ci~~l~::h;~:s:;~: r::;i:~d 
and payabl~s because o effect of a hypothetical 10% ch~nge m curre ber 31, 2001, a 10% 
of loss in fair values fro~ the t rates For contracts outstanding as of Decem Tng market rates would 
assuming no _change in mter~:nge r~tes against the U.S. dollar_f~om ~e prev:;~ a 10% depreciation in 

appre_ciatio:S~~ ~u~;:~~t=:~arnings by approximately $13.~d ~~~:ndec~:::;~ o~r pre-tax earnings by 
have mere tes from the prevailing market rates wou nomic hedge of such currency 
these e~cha~ge$;; 2 million. Consistent with the nature of the eco onding decreases or increases, 
approximate y . ins or losses would be offset b~ corresp 
exchange contracts, such g~ . t ent or transaction being hedged. 

. I f the underlying ms rum 
respective y, o II I h"ft in all currency exchange spot 

1 · ssumes a para e s I h 
d I d to perform the sensitivity ana ys1s a d. fon The assumption that all exc ange 

The mo e use wever rarely move in the same irec I • al changes in fair value we 
rates. Exchan~e rates,!~~ mann~r does not necessarily repre~ent the ~ct~han the specific market risk are 
rates change in a para e k t ditions because all variables ot er 
would incur under normal mar e con 

/I'°) 

held constant. . the decline in value of non-U.S. dollar 
-U S dollar currency transactions, roduct sales in U.S. dollars 

While w_e hedge ~o:f :e~:rs~d: adversely affect our ability t~ con~ra~t~o~~llars for local customers 
currencies may, i n b me more expensive to pure ase in .. 
because our pr~ducts may _eco f the affected currencies. 
doing business m the countries o 

R s at could impact our results of operations 
P t risk from changes in interest rates th debt was long-term fixed-rate 

We are exposed~~ marke December 31, 2001, approximately 40?o of our a roximately 136% of our 
and financial posi~onh A~_:frm floating-rate investments and deposits e{u:1~:r ::Ort-term investments and 
loans. We also ~a s o December 31, 2001. The exce_ss amoun o . st rates. A 1 % increase 
short-term floating-rate ~eb~ a~ebt is exposed to fluctuations m short-ter_m m:;;5 8 million and a 1 % 

1ne~~;~:~t~~~ri~~;r::~:-t:; would have in~t:::i ;~;r!~~;:~:-~~;r;;;~:x earnings by $5.8 million. 
decrease in short-term interest rates wou 

In-Process Research and Development 
d $18 5 million of the Summit 

. . c uisition of Summit, we immediately expense roc~ss research and develop-
In connect1o_n "".1th our ~rd uarter of 2000, representing amounts for m-~PR&D represented the value 
purchase price in the t ~PR&D estimated at fair value. The ex~ensed ercial feasibility and for 
ment, which we refer to a~ a~ had not yet reached technological or comm ct that roducts 
of the Custom Cornea ~;~~ci~t:uch project had no alternative future us:it:: ;:~: flows :eginning in 
which the assets to be . d IPR&D will begin to generate sales and po h aining effort to achieve 
developed from ~~::1~~u~:nt of this technology remains at risk d~;~os:a~;:~s for new products and 
2002. However, . . "di changing customer markets, uncer 
technological viability, rap1 y 

· · threats competitive · h d IPR&D using a 
f . lue of the pure ase 

outside appraiser who estimated the air va value assigned to acquired IPR&D was 
w_e engagded anh flow model similar to the income approac\ The hich technological feasibility had not 
discounte cas. . . ducts under research m areas or w 
determined by identifying pro 

been established. The IPR&D technology was then segmented into two classifications: (i) completed 
and (i i) to-be-completed, giving explicit consideration to the value created by research and develop
ment efforts of Summit prior to the acquisition and to be created by us after the acquisition. The 
analysis focused on the income-producing capability of the in-process technologies and taking into 
consideration (i) the analysis of the stage of completion of the project and (ii) the exclusion of value 
related to research and development to be completed as part of the on-going IPR&D project. Revenue 
estimates were based on (i) individual product revenues, (ii ) anticipated growth rates, (iii) anticipated 
product development and introduction schedules, (iv) product sales cycles and (v) the estimated life 
of a product's underlying technology. 

From the revenue estimates, operating expense estimates, including income taxes, and a charge for 
contributory assets were deducted to arrive at operating income. Revenue growth rates were estimated 
by our management and gave consideration to relevant market sizes and growth factors, expected 
industry trends and the anticipated nature ·and t iming of new product introductions by us and our 
competitors. Operating expense estimates reflect our historical expense ratios. The resulting operating 
income stream was discounted to reflect its present value at the date of the acquisition. The rate used 
to discount the net cash flows from the purchased IPR&D was 25% which considered rates of return 
from investments in various areas of Alcon, and the inherent uncertainties in future revenue estimates 
from technology investments including the uncertainty surrounding the successful development of the 
acquired IPR&D. 

We expect to fund all research and development efforts, including acquired IPR&D from cash flows from 
operations. As of December 2001, the Custom Cornea project was moving forward, with an expected 
launch date of 2002. Custom Cornea technology is designed to take advanced eye measurements from 
an aberrometer to determine the more subtle errors of the human visual optical system and combine 
this with the use of the LADARVision* laser and software, to define a customized pattern of ablations, 
which are removals of tissue, for the patient that will correct for these subtle errors. In the United States, 
th is technology requires FDA approval. At the acquisition date, costs to complete these research and 
development efforts were expected to be $1.3 million. The estimated stage of completion at acquisition 
was 85%. 

New Accounting Standards 
In July 2001, the Financial Accounting Standards Board, or FASS, issued Statement No. 141, Business 
Combinations, and Statement No. 142, Goodwill and Other Intangible Assets. Statement 141 requires 
that the purchase method of accounting be used for all business combinations. Statement 141 also 
specifies the criteria that intangible assets acquired in a purchase method business combination must 
meet to be recognized and reported apart from goodwill. Statement 142 requires that goodwill and 
intangible assets with indefinite useful lives no longer be amortized, but instead tested for impairment 
at least annually. Statement 142 also requires that intangible assets with estimable useful lives be amor
tized over their respective estimated useful lives to their est imated residual values, and reviewed for 
impairment. Amortization expense related to goodwill and other intangible assets that will not be 
amortized under t hese new accounting standards was $8.6 million, $22.0 million and $36.0 million for 
the years ended December 31, 1999, 2000 and 2001, respectively. We do not expect to recognize any 
transitional impairment losses as a result of the adoption of these Statements. 

In August 2001, the FASS issued Statement No. 144, Accounting for the Impairment or Disposal of Long 
Lived Assets. This statement supersedes Statement No. 121, Accounting for the Impairment of Long Lived 
Assets and for Long-Lived Assets to be Disposed Of and the accounting and reporting provisions of 
Accounting Principles Board Opinion No. 30, Reporting the Results of Operations Reporting the Effects 
of Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events 
and Transactions. Statement 144 retains the fundamental provisions of Statement 121 but el iminates the 
requirement to allocate goodwill to long lived assets to be tested for impairment. This statement also 
requires discontinued operations to be carried at the lower of cost or fair value less costs to sell and 
broadens the presentation of discontinued operations to include a component of an entity rather than 
a segment of a business. Statement 144 is effective for fiscal years beginning after December 15, 2001 , 
and interim periods within those fiscal years, with early application encouraged. We do not expect the 
adoption of th is statement to have a material impact on our results of operations or f inancial position. 
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This report contains forward-looking statements. These statements involve known arid unknown risks, 
uncertainties and other factors which may cause our actual results, performance or achievements to be 
materially different from any future results, performances or achievements expressed or implied by our 
forward-looking statements. Forward-looking statements include, but are not limited to, statements about: 
the progress of our research and development programs; the receipt of regulatory approvals; competi
tion in our industry; the impact of pending or future litigation; the impact of any future product recalls; 
changes in, or the failure or inability to comply with, governmental regulation; the opportunities for growth, 
whether through internal development or acquisitions; exchange rate fluctuations; general economic 
conditions; and trends affecting the ophthalmic industry, our financial condition or results of operations. 

Words such as "may," "will," "should," "could," "would," "expect," "plan," "anticipate," "believe," 
"intend," "estimate," "project," "predict," "potential" and similar expressions are intended to identify 
forward-looking statements. These statements reflect our current views with respect to future events 
and are based on assumptions and subject to risks and uncertainties. Given these uncertainties, you 
should not place undue reliance on these forward-looking statements. These forward-looking statements 
represent our estimates and assumptions only as of the date of this report and are not intended to give 
any assurance as to future results. Factors that might cause future results to differ include, but are not 
limited to, the following: 

· the production and launch of commercially viable products may take longer and cost more 
than expected; 

· changes in reimbursement procedures by third-party payors; 
· competition may lead to worse than expected financial condition and results of operations; 
· currency exchange rate fluctuations may negatively affect our financial condition and results 
of operations; 

· pending or future litigation may negatively impact our financial condition and results of operations; 
· product recalls or withdrawals may negatively impact our financial condition or results of operations; 
· government regulation or legislation may negatively impact our financial cond ition or results 
of operations; 

· supply and manufacturing disruptions could negatively impact our financ ial condition or results of 
operations; and 

· qualified personnel may not be available, which could negatively impact our ability to grow 
our business. 

You should read this report with the understanding that our actual future results may be materially 
different from what we expect. We qualify all of our forward-looking statements by these cautionary 
statements. Except to the extent required under the federal securities laws and the rules and regulations 
promulgated by the Securities and Exchange Commission, we undertake no obligation to publicly 
update or revise any of these forward-looking statements, whether to reflect new information or future 
events or circumstances or otherwise. 

Indepel).dent 
Auditors' Report 

To the Board of Directors and Shareholder of Alcon I 
, nc. 

We have audited the accompan in . 
of December 31 2000 d Y g consolidated balance sheets of Al 
equity and com~rehen:~e 1::01, and the rela,ted consolidated stateme~~: Inc. a~d subsidiaries as 
December 31 2001 Th com~, and cash flows for each of the th f e~rnings, shareholder's 

:a::~g:;;;:rt~~i~;~spi~:i~~i~:~~11;:ex~;i;sash~~a~;ti~~~~~~t:h::et~i ~::f;~:~~i~t~~ft~:ogo:i:~y's 
. nso I ated financial statements 

We conducted our audits in ac . 
States of America Th cordance with auditing standards 
assurance about .;.,het~:~ stan~ards_require that we plan and perfo::rally ac~epted in the United 
examining, on a test basis the :inanc1al staten:ients are free of material : .e audit to obtain rea_sonable 
ments. An audit also includ evidence _supporting the amounts and disclo:sstatement. ~n audit includes 
made by mana e es assessing the accounting princi I ures_ in ~~e financial state-
that our audits ~r:.fd:, as well as evaluating the overall finan:a~:t~~ed and s1gn,f1cant estimates 

a reasonable basis for our opinion. ement presentation. We believe 

In our opinion, the consolidated fina . 
respects, the financial . . nc1al statements referred to above 
and the results of thei pos1t10~ of Alcon, Inc. and subsidiaries as of D present fairly, in all material 
December 31, 2001 i; ~~erat1o~s and their cash flows for each ofth:~:mber 31 , ~000 and 2001, 
of America. ' nform1ty with accounting principles gene II ree years_ in the period ended 

/s/ KPMG LLP 

Fort Worth, Texas 
February 1, 2002 

ra Y accepted in the United States 
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December 31 
(in millions, except share data) 

Assets 
Current assets: 

Cash and cash equivalents 
Investments 
Trade receivables, net 
Inventories 
Deferred income tax assets 
Other current assets 

Total current assets 
Property, plant and equipment, net 
Intangible assets, net 
Long term deferred income tax assets 
Other assets 

Total assets 

Liabilities and Shareholders' Equity (Deficit) 
Current liabilities: 

Accounts payable 
Short term borrowings 
Current maturities of long term debt 
Other current liabilities 

Total current liabilities 
Long term debt, net of current ~atur_it_ies 
Long term deferred income tax habil1t1es 
Other long term liabilities 
Redeemable preferred shares 
Contingencies (Note 14) 
Shareholders' equity {deficit): 

Common shares, par value CHF 0.20 per 
share, 300,000,000 shares authorized, 
issued and outstanding at December 31 , 
2000 and 2001; as adjusted for 
recapitalization, 230,250,000 issued 
and outstanding 

Additional (deficit) paid-in capital 
Accumulated other comprehensive loss 
Retained earnings 

Total shareholders' equity (deficit} 
Total liabilities and shareholders' equity 

See accompanying notes to consolidated financial statements. 

2000 

$ 912.0 
54.3 

489.7 
344.2 
143.9 
100.7 

$2,044.8 
613.4 

1,138.8 
40.5 
44.0 

$3,881.5 

$ 114.3 
1,038.1 

45.8 
596.3 

1,794.5 
699.8 

45.5 
240.3 

42.9 
592.0 
(91.4) 
557.9 

1,101.4 
$3,881.5 

2001 

$1,140.5 
61.9 

492.0 
379.5 
147.4 
48.5 

2,269.8 
643.8 

1,008.2 
98.1 
50.9 

$4,070.8 

$ 108.6 
805.5 

29.4 
667 8 

1,611.3 
697.4 
103.3 
269.2 

42.9 
592.0 

(110.8) 
865.5 

1,389.6 
$4,070.8 

2001 
Pro Forma 

(Note 1) 

$ 140.5 
61 .9 

492.0 
379.5 
147.4 
48.5 

1,269.8 
643.8 

1,008.2 
98.1 
50.9 

$3,070.8 

$ 108.6 
1,037.5 

29.4 
667.8 

1,843.3 
697.4 
103.3 
269.2 

2,188.1 

32.9 
(1,952.6) 

(110.8) 

(2,030.5) 
$3,070.8 

Consoli ated 
Statements of Earnings 

Years ended December 31 
1999 (in millions, except share data) 

2000 2001 
Sales 
Cost of goods sold $2,401.0 $2,553.6 $2,747.7 Selling, general and administrative 719.1 749.7 798.3 Research and development 805.2 855.8 953 7 In pro~ess research and development 213.1 246.3 289.8 Amortization of intan ibles 18.5 

Operating income 46.4 86.5 117.0 Other income (expense): 617.2 596.8 588.9 Gain (loss) from foreign currency net 
10.7 0. 1 

Interest income ' 
(4.8) Interest expense 13.7 44.1 46.6 Other (54.4) (86.3) (107.7) Earnings before income taxes 

587.2 9.1 Income taxes 
554.7 513 9 Net earnin s 240.3 223.0 198.3 Basic and diluted earnings per $ 346.9 $ 331 .7 $ 315.6 common share 

$ 1.22 Basic and diluted weighted average $ 1. 11 $ 1.05 common shares 
283,973,000 300,000,000 300,00 ,000 

See accompanying notes to consolidated financial statements. 



Consolidated 
Statements of Shareholders' Equity 

and Comprehensive Income 

Consolidated 
Statements of Cash Flows 

Accumulated 

Years ended December 31 
Common stock Additional other Retained 

comprehensive earnings 
(in millions) ' 1999 2000 

Number paid-in 
income (loss) (deficit) Total 

2001 
of shares Amount capital 

(in millions, except share data) 

Cash prov,_ded by (used in) operating activities: 
$361.0 $ (32 0) $ (3.9) $ 364.2 Net earnings 

$346.9 

Balance, January 1, 1999 270,000,000 $39.1 

AdjuStments t~ reconcile net earnings $331.7 $ 315.6 
Comprehensive income: 

346.9 346.9 
to cash provided from operating activities· 

/1 

Net earnings 
Depreciation · 

70.7 

Unrealized gains on 

Amortization of intangibles 74.2 
78.3 

0.1 0.1 

46.4 

investments 

Deterred income taxes 86.5 117.0 
Foreign currency translation 

(39.3) In process research and development (17.2) 4.4 (2.4) 
adjustments (39.3) 

(Gain) loss on sale of assets 18.5 
1.7 (1 .5) 

Total comprehensive 
307.7 

Changes in operating assets and liabilities: 
1.4 

income 
3.8 231.0 234.8 Trade receivables 

(90.2) 

Capital contribution 30,000,000 
Inventories 

(54.6) 
(27.6) 

(112.6) (112.6) 

17.1 (31.2) 

Dividends 
Other assets 

(57 4) 
Accounts payable and other current liabilities 81.9 (54.7) 15.8 

(71 2) 2304 7941 Balance, December 31, 1999 300,000,000 42.9 592.0 

Other Ion term liabilities 42.6 (16.2) 58.0 
Comprehensive income: 

331.7 Net cash from o eratin activities (48.1) 35.7 29.8 
331.7 

451.8 

Net earnings 

392.8 528.5 
Unrealized losses on 

(7.0) (7.0) 
Cash provided by (used in) investing activities· investments 

Proceeds from sale of assets Foreign currency translation 

Purchases of property, plant and equipment 3.7 107.9 4.2 
(13.2) __(1).2)_ 

(99.4) 

adjustments 

Purchase of intang ible assets (117.1) (127 4) 
Total comprehensive 

311.5 Acquisitions, net of cash ac uired (15.2) 
(10.9) 

income 

Net cash from investin activities (863.0) 
(4.2) (4.2) 

(110.9) (872.2) 

Dividends 

(134.1 300,000,000 42.9 592.0 (91 4) 557.9 1,101.4 Cash provided by (used in) financing activities· Balance, December 31, 2000 

Proceeds from issuance of long term debt 
1.3 612.8 

Comprehensive income: 
315.6 315.6 N:~ proceeds (repayment) from short term debt 

42.2 
Net earnings 

D1v1dends to shareholder 198.8 307.3 (194.8) 
Unrealized gain on 

0.4 Repayment of long term debt (112.6) (4.2) (8.0) 
0.4 

(66.1) (32.9) 

investments 
Other 

(37.7) 
Impairment loss on 

7.3 7.3 Net cash from financing activities 
21.4 42.8 

investment 

Effect of exchange rates on cash and 883.0 155.5 
Foreign currency translation 

(27.1) (27.1 ) cash equivalents 

(1.6) 

adjustments 

Net increase in cash and cash equivalents (2.1) (10.41 
Total comprehensive 

Cash and cash e uivalents, be innin of ear 360.7 401.5 228.5 
296.2 

149.8 

income 

Cash and cash equivalents, end of year 510.5 912.0 
(8.0) (8.0) 

$510.5 

Dividends 

$912.0 $1 ,140.5 300,000,000 $42.9 $592.0 ${110.8} $865.5 $1 ,389.6 Suppleme_ntal d_isclosure of cash flow information: Balance, December 31 , 2001 

Cash paid dunng the year for the following: 
lntereSt ex ense, net of amount ca italized 

$ 55.1 $ 85.6 
Income taxes 

$ 111.6 $178.9 $192.7 $ 146.1 
See accompanying notes to consolidated financial statements. 

See accompanying notes to consolidated financial statements. 
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( 1) Subsequent Events . "NestlO"J 

" . wholly-owned subsidiary of Nestle S.A. ( . . . . bli Alcon, Inc., a Swiss corporation ("Alcon_ ), is a f Nestle approved the exploration of an initial pu c b 20 2001 the Board of Directors o On Septem er , , . Al 
. (th "IPO") of a minority stake in con. 

offering e · ration for 
lit on its common shares, in prepa_ 

In December 2001, Alcon declared a 5,000 f~r 1 s:a~;s::nding. The impact of this share split has been the IPO resulting in 300,000,000 common sd ares 

,etmaciively appHed to all pedods p,esente . I , f CHF 2100 Io, 

k dividend payment to Neste o ' I
mmediately prior to the IPO, Alcon expects to mt a ef Ua S $1 00 = CHF 1.704) which is expected to hbe 

b d an exchange ra e 
O 

· · · . d' . 
1 
b rrowings. Tot e ~~~~~:~ mi;e~~i::i~

2

:~as'::': .::ash eq,iva len~ at~! t
0
c;;;~:~s;,7;e'::'.~e~d e:t;~~:s, ~he excess is t oonsid• 

extent that the amount of this payment e~~e:c:epted accounting principles. The entire paymen is ered a return of capital under U.~. genera Y 

considered a dividend under Swiss law. . . f ·t 

. 0 the Company expects to replace the maJonty? ' s In addition, prior to or immed1a!ely after the IP : most of which will be guaranteed by Nestle. 
borrowings from Nestle with third-party borrowings . 

. . . of its deferred compensation 
Contingent upon . , . $22 4 charge to operating income · 

-11 h ge certain provIsIons h • the IPO the Company wi c an . • ($14 1 net of tax) upon t e plan. These changes will result in a . 
completion of the IPO. 

t 69 750 000 of the Alcon common shares Prior to the completion of the IPO, Nestle expects to c~~:~;ed share's are not convertible into common 
. . to 69 750 000 Alcon preferred shares. The P d et of related costs including taxes, from 
"h:::s~~d no ~,ef~ned dividends wrn be paid. The pm~:: ,:d:mption will become payable appmxi• 
:he I PO ace to be osed to cedeem the pcefecc~d _ shac;:he IPO If the ,nde,w,itecs' ovec-allotment 7"t,on 
mately two months subsequent to_ the comp :1i~nb~ used to ~epay short-term indebtedness and or . . d the proceeds from this exercise Is exercise , 

eneral corporate purposes. 

g rox imately $1 232) dividend payment to 

~~:tf :~~~r;: :~~:;r:i:~e~: :~f~~~~h:h~~::f~D~~~~Ei::f ~ s2~a;~~ T~i!hp~~ :;rs~~~=l:~~: ~~!: nd~~~e 
h th had occurred as o e . , 

of $2, 188.1 as thoug ey h demption of the preferred shares. not reflect the IPO proceeds or t ere 

(2) Summary of Significant Accounting Policies 
and Practices 
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(b) Principles of Consolidation 

The consolidated financial statements include the accounts of the Company. All significant balances and 
transactions among the consolidated entities have been eliminated in consolidation. All consolidated 
entities are included on the basis of a calendar year. 

(c) Management Estimates 

Management of the Company has made a n,mbe, of estimates and ass,mptions ,elating to the ceporting 
of assets and liabilities and the disclosure of contingent assets and liabilities to prepare these financial 
statements in conformity with accounting principles generally accepted in the United States of America 
("U.S. GAAP"). Actual results could differ from those estimates. 

(d) Foreign Currency 

The reporting currency of the Company is the United States dollar. The financial position and results of 
operations of the Company's foreign subsidiaries are generally determined using the local currency as 
the functional currency. Assets and liabilities of these subsidiaries have been translated at the rate of 
exchange at the end of each period. Revenues and expenses have been translated at the weighted 
average rate of exchange in effect during the period. Gains and losses resulting from translation adjust
ments are included in accumulated other comprehensive loss in shareholders' equity. The impact of 
subsidiaries located in countries whose economies are considered highly inflationary is insignificant. 
Gains and losses resulting from foreign currency transactions are included in non operating earnings. 

(e) Cash and Cash Equivalents 

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

(f) Inventories 

Inventories are stated at the lower of cost or market. Cost is determined primarily using the first-in, first-out method. 

(g) Investments 

Investments consist of equity and fixed income securities classified as available-for-sale. Available-for
sale securities are recorded at fair value. Unrealized holding gains and losses, net of the re lated tax 
effect, on available-for-sale securities are excluded from earnings and are reported as a separate 
component of accumulated other comprehensive income until realized. Realized gains and losses from 
the sale of available-for-sale securities are determined on a specific identification basis. 

A decline in the market value of any available-for-sale investments that is deemed to be other than tempo
rary results in a reduction in carrying amount to fair value. The impairment is charged to earnings and a 
new cost basis for the security is established. Dividend and interest income are recognized when earned. 

(h) Financial Instruments 

The Company uses various derivative financial instruments on a limited basis as part of a strategy to 
manage the Company's exposure to certain market risks associated w ith interest rate and foreign 
currency exchange rate fluctuations. The Company evaluates the use of interest rate swaps and periodi
cally uses such agreements to manage its interest risk on selected debt instruments. The Company does 
not enter into financial instruments for trading or speculative purposes. 

The Company periodically uses foreign currency forward contracts to reduce the effect of fluctuating 
foreign currencies on foreign currency denominated intercompany transactions. The forward contracts 
establish the exchange rates at which the Company purchases or sells the contracted amount of local 
currencies for specified foreign currencies at a future date. The Company uses forward contracts, which 
are short-term in nature, and receives or pays the difference between the contracted forward rate and the exchange rate at the settlement date. 

A ll derivatives are recognized on the balance sheet at their fa ir value. The Company currently has no 
material derivative instruments that qualify as a hedge as defined by Financial Accounting Standards 
Board Statement Number 133, Accounting for Derivative Instruments and Statement Number 138, 
Accounting for Derivative Instruments and Certain Hedging Activities. Accordingly, all changes in fair 
value of derivative instruments are recognized in the statements of earnings. 
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(i) Property, P ant and Equipment 
Property, plant and equipment are stated at historical cost. Additions, major renewals and improve
ments are capitalized while repairs and maintenance costs are expensed. Upon disposition, the book 
value of assets and related accumulated depreciation is relieved and the resulting gains or losses are 
reflected in earnings. 

Depreciation on plant and equipment is calculated on the straight-line method over the estimated useful 
lives of the assets which are as follows: 

Land improvements 
Buildings and improvements 
Machinery, other equipment and software 

(j) lmangib e Assets 

25 years 
25-50 years 
3-12 years 

Goodwill, which represents the excess of purchase price over fair value of net assets acquired, is amortized 
on a straight-line basis over the expected periods to be benefited, which are 10 to 20 years. The Company 
assesses the recoverability of goodwill by determining whether the amortization of the goodwill balance over 
its remaining life can be recovered through undiscounted future operating cash flows of the acquired opera
tion. The amount of goodwill impairment, if any, is measured based on projected discounted future operating 
cash flows using a discount rate reflecting the Company's average cost of funds. The assessment of the 
recoverability of goodwill will be impacted if estimated future operating cash flows are not achieved. 

Other intangible assets consist of workforce, customer base, trademarks and patents, and licensed tech
nology. The cost of other intangible assets is amortized straight line over the estimated useful lives of 
the respective assets, which are 5 to 20 years. 

(kl lmpa rment 
Long-lived assets and certain identifiable intangible assets are reviewed for impairment whenever 
events or changes in circumstances indicate that the carrying amount of an asset may not be recover
able. Recoverabil ity of assets to be held and used is measured by a comparison of the carrying amount 
of an asset to future net cash flows expected to be generated by the asset. If such assets are considered 
to be impaired, the impairment to be recognized is measured by the amount by which the carrying 
amount of the assets exceeds the fair value of the assets. Assets to be disposed of are reported at the 
lower of the carrying amount or fair value less costs to sell. 

(I) Pension and Other Postretirement Plans 
The Company sponsors several defined contribution plans, defined benefit retirement plans and a 
postretirement health care plan. 

The Company provides for the benefits payable to employees on retirement by charging cu rrent service 
costs to income systematically over the expected service lives of employees who participate in defined 
benefit plans. An actuarially computed amount is determined at the beginning of each year by using 
valuation methods that attribute the cost of the retirement benefits to periods of employee service. Such 
valuation methods incorporate assumptions conceming employees' projected compensation and health 
care cost trends. Past service costs are generally charged to income systematically over the remaining 
expected service lives of participating employees. 

The cost recognized for defined contribution plans is based upon the contribution required for the period. 

n) Revenue Recognition 
The Company recognizes revenue on product sales when the customer takes title and assumes risk of loss 
except for refractive laser system sales. If the customer takes title and assumes risk of loss upon shipment, 
revenue is recognized on the shipment date. If the customer takes title and assumes risk of loss upon 
delivery, revenue is recognized on the delivery date. Revenue is recognized as the net amount to be 
received after deducting estimated amounts for rebates and product returns. The Company recognizes 
revenue on refractive laser system equipment sales when the customer takes t itle and assumes risk of loss 

and when installation and training have bee I 
!aser systems are recognized when the proc:~~~P ete~ Per proce~ure license fees related to refractive 
in cost of goods sold when the related equipmen~ is pe or'.11ed. Est1'.11ated costs for warranty are recorded 

revenue 1s recognized. 

In De~ember 1999, the United States Securitie . 
Bulletin (SAB) No. 101 - "Revenue Reco ·r s ~n~_Exch~nge Commission issued Staff Accounting 
October 1, 2000. SAB No. 101 summarize~~~~t: i~ inanc1al ~tat~men_ts," as amended, effective 
f~nerally accepted in the United States of America ~:the staffs views I~ apply~ng accounting principles 

e Company recognizes revenue in accordance with ~~:nNue recogn1t1on in financia l statements. 
0. 101. 

n) Research and Developmen 
Internal research and development are ex ensed . . 
costs are expensed as the contracted worf is p fas incdurred. Th_1rd-party research and development 

er orme or as milestone results have been achieved 
o) ~fling Ge er an Ad . . - , . 

. . r11 s at,v 
Advertising costs are expensed as incurr . . 
1999, 2000 and 2001, respectively. ed. Advertising costs amounted to $83.7, $83.4 and $96.0 in 

Sh. · 
ipping and handling costs amounted to $28.1, $31 .2 and $33.5 in 1999 2000 and 2001 . 

) ' , respectively. 
P co e, es 

The C?mpany recognizes deferred income tax . . . . 
f1~~~c1al reporting basis and the tax basis of thea~:e! :~d )1abll1t1es for t~m~?rary differences between the 
ut1l1zing net operating loss and credit carryfo d ih Y s assets and l1ab1l1t1es and expected benefits of 
tax rates and laws, if any, are applied to the y:~: :· . e im~act on deferred income taxes of changes in 
settl~d and reflected in the financial statements in t:rrng "."'~1ch temporary differences are expected to be 
p~ov1ded on unremitted earnings of subsidiaries wht :erro of e~actment Withholding taxes have been 
D1v1dends to Alcon do not result in Swiss income tax~/re not reinvested indefinitely in such operations. 

(q) ~asic and D lutea ~arnings Pe C S 
B · d . ommon hare 

as1c an diluted earnings per common share are b . 
shares outstanding for the relevant period Th ased on_the weighted average number of common 
31, 1999, 2000 and 2001 . . ere were no dilutive securities outstanding at December 

(r) Coriprehensive ncom 

~ompr~hensive income consists of net earnin s . . 
ized_ ga ins (losses) on investments and is pres;n;:~~e1g~ currency translation adjustments and unreal-
eqwty and comprehensive income. n t e consolidated statements of shareholders' 

{s) Stock Based Compensation 

The Co°;~any applies the intrinsic value based method 
by Nestles stock option plan. Under this method c to ac~ount for grants to Company employees 
nu,:nber of shares and the exercise price is know~ ompensatr~n expen_se is measured as soon as the 
"".h1ch the current market price of the underlying ~ Cokmpensat1on cost is measured by the amount by 
discloses t~e proforma impact of the fair value b s o~ exceeded the exer_cise price. The Company 
compensation plans. ase method of accounting for stock based employee 

(3) Summit Acquisition 
On July 7, 2000, the Company purchased substantiall II f 
Summit Autonomous, Inc. ("Summit") for a total ur Ya o the outstanding stock and options of 
S_u'.71m1t_ manufactures, sells and services excime~la:ehase ~nee of $948.0 including acquisition costs. 
v1s1on disorders. The acquisition was financed with b ;hsy~ ems and re lated products which correct 
accounted f?r using the purchase method. Under the o u/ Ort-term and long-term borrowings and w as 
purchase price to the identified assets (including ta -~I chas~ met~od, the Company allocated the 
and development ("IPR&D") and liabilities based on ~~~/rand in~ang1~le assets), in process research 
purchase price over the value of the ide t'f d espect1ve fair values. The excess of the 

n , ie assets, IPR&D and liabilities was recorded as goodwill and 



is being amortized on a straight-line basis over twenty years. The useful lives of the identified intangible 
assets and goodwill were determined based upon an evaluation of pertinent factors, including consider
ation of legal, regulatory and contractual provisions which could limit the maximum useful life, manage
ment judgement and reports of independent appraisers. 

Acquired IPR&D of $18.5 related to the LADARWave TM Custom Cornea Wavefront System project was 
expensed immediately, resulting in a noncash charge to 2000 earnings, since the project had not 
reached technological feasibility and the assets to be used in such project had no alternative future use. 
The value of the IPR&D was determined by an independent appraiser. 

Summit's operations since the acquisition date have been included in the Company's accompanying 
consolidated financial statements. The total purchase price was allocated as follows: 

Current assets $ 197.4 
Property, plant and equipment 17.3 
Other assets 1.0 
Goodwill 539.1 
IPR&D 18.5 
Licensed technology 321.0 
Other intangible assets 94.4 

Total assets 1,188.7 
Current liabilities (86.4) 
Long term debt (2.0) 
Long term deferred tax liabilities (151.3) 
Other long term liabilities (1.0) 

Acguisition cost $ 948.0 

The following unaudited proforma summary presents information as if Summit had been acquired on 
January 1, 1999. The proforma amounts include adjustments to recognize additional interest expense, 
amortization and related income taxes arising from the acquisition. IPR&D has been excluded from this 
proforma information. The proforma information does not necessarily reflect the actual results that 
would have occurred nor is it necessarily indicative of future results of the operations of the combined 
companies. Proforma net earnings below include Summit's discontinued operations. 

Year ended December 31, 
Sales 
Net earnings 
Earnings per share 

1999 
$2,465.2 

259.6 
$ 0.46 

2000 
$2,585.8 

244.9 
$ 0.41 

Summit, VISX, and certain of their affiliates (including Pillar Point Partners, a partnership between affili
ates of Summit and VISX) were involved in a number of antitrust lawsuits which, among other things, 
alleged price-fixing in connection with per-procedure patent royalties charged by Summit and VISX. 
These suits were settled in July 2001 for $25.0. This settlement was accrued on the July 7, 2000 balance 
sheet of Summit and is included in the proforma net earnings above. 

Summit and certain of its present and former officers were defendants in two class action shareholder 
suits claiming, among other things, violations of the Securities Act of 1933 and the Securities Exchange 
Act of 1934. These suits were settled for $10.0 during the fourth quarter of 2000. This settlement was 
accrued on the July 7, 2000 balance sheet of Summit and is included in the proforma net earnings above. 

(4) Supplemental Balance Sheet Information 
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December 31, 
Cash and Cash Equivalents 

Cash 
Cash equivalents - Nestle 
Cash equivalents - Other 

2000 

$ 41.2 
844.5 

26.3 
$912.0 

2001 

$ 45.8 
1,094.0 

0 .7 
$1 ,140.5 

Cash equivalents consist of interest bearin d . 
less than three months. Certain cash equiv;le~iso:;:s :;~ repu:ch~se agre:ment~ "'."it~ an initial term of 

LIBOR plus a margin and have orig inal maturities of less t~~i~~\:~t~~~;~; subs1d1arres, bear interest of 

December 31 , 
Trade Receivables. Net 

Trade receivables 

A llowance for doubtful accounts 

2000 

$ 510.0 
20.3 

$ 489.7 

2001 

$ 516.0 
24.0 

$ 492.0 
Bad debt expense for the years ended Decemb 31 19 
respectively. The allowance for doubtful accou:;s at' th 9;, 2_00~ and 2001 was $0.8, $3.1 and $11.9, 
$17.0, respectively. Char e offs (r . . e egrnning of 1999 and 2000 was $23.1 and, 
2001 were $6.9, $(0.2) an~ $8.2, r:sc;:c~~~:~;. net, for the years ended December 31, 1999, 2000 and 

December 31, 
Inventories 

Finished products 
Work in process 
Raw materials 

December 31, 
Other Current Assets 

Prepaid expenses 
Receivables from affiliates 
Other 

December 31 

Property, Plant and Equipment, Net 

2000 

$ 220.9 
32.2 
91.1 

$ 344.2 

2000 

$ 31.9 
1.4 

67.4 
$ 100.7 

2000 

2001 

$ 219.8 
36.2 

123.5 
$ 379.5 

2001 

$ 18.4 
1.3 

28.8 
$ 48.5 

2001 Land and improvements 
Buildings and improvements $ 19.0 $ 21 .5 
Machinery, other equipment and software 396.2 439.5 
Construction in regress 596.9 665.2 

----------------~7~4~.5:___ __ __J3~8~.4:_ 
Accumulated de{?reciation 1,086.6 1,164.6 

===::=-----------------;;-~4~7?3.42 __ ----:~ 5~2'.Q0J!.8~ 
$ 613.4 $ 643.8 

Construction in progress at December 31 2001 c . . . . 
Commitments related to these proi·ects at' Decemobns,3st1s 2p0rr0m1arrly of various plant expansion projects. 

er , tota led $16.0. 
December 31, 
Intangible Assets, Net 

Goodwill 
Licensed technology 
Other intangible assets 

Accumulated amortization 

December 31 , 
Other Current Liabilities 

Deferred income tax liabilities 
Payables to affi liates 
Accrued payroll 
Accrued taxes 
Other 

2000 

$ 660.9 
526.1 
176.9 

1,363.9 
225. 1 

$1,138.8 

2000 

$ 11.9 
1.9 

140.0 
203.4 
239.1 

$ 596.3 

2001 

$ 657.6 
502.0 
187.7 

1,347.3 
339.1 

$1,008.2 

2001 

$ 15.5 
47.1 

159.0 
214.0 
232.2 

$ 667.8 



December 31, 
Other Long Term Liabilities 

Pension plans 
Postretirement healthcare plan 
Deferred compensation 
Other 

2000 

$135.8 
23.3 
54.1 
27.1 

$240.3 

2001 

$146.8 
32.1 
65.7 
24.6 

$269.2 

(5) Short Term Borrowings 
December 31 
Lines of credit 
Affiliates 
Bank overdrafts 

2000 
$ 219.4 

790.6 
28.1 

$1 038.1 

2001 
$192.1 
565.4 

48.0 
$805.5 

The Company has several unsecured line of credit agreements totaling $324.6 at December 31 , 2001, 
with third parties that are denominated in various currencies. The comm itment fees related to unused 
borrowings under these facilities were nominal during 1999, 2000 and 2001. The weighted average 
interest rate at December 31, 2000 and 2001 was 10.0% and 6.3%, respectively. Amounts outstanding 
under these agreements at December 31, 2001 are due at various dates during 2002. 

The Company has various unsecured promissory notes and line of credit agreements denominated in 
various currencies with several subsidiaries of Nestle. These short term borrowings at December 31, 
2001 are either due on demand or at various dates during 2002. The weighted average interest rate at 
December 31, 2000 and 2001 was 6.8% and 2.9%, respectively. The unused portion under the line of 
credit agreements is $1,126.9 at December 31, 2001. 

The Company has several unsecured bank overdraft lines of credit denominated in various currencies 
totalling $182.0 at December 31, 2001. The weighted average interest rate on bank overdrafts at 
December 31, 2000 and 2001 were 7.3% and 7.4% , respectively. 

( 6) Long Term Debt 
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December 31 
Long term debt - affiliates 
License obligations 
Bonds 
Other 

Total long term debt 
Less: current maturities 

Long term debt less current maturities 

2000 2001 
$604.5 $600.0 

124.1 70.6 
39.6 

17.0 16.6 
745.6 726.8 

45.8 29.4 
$699.8 $697.4 

To finance the July 2000 acquisition of Summit, the Company entered into an unsecured promissory 
note, due March 2009, with a subsidiary of Nestle for $600.0 at an interest rate of 7.89%. 

License obligations represent the present value of non interest bearing future fixed payments through 
2007 which have been capitalized as intangibles. These obligations have been discounted at the 
Company's borrowing rate (6.25% to 8.50%) at the time each license was obtained . 

During January 2001, the Company's Japanese subsidiary issued bonds with interest at LIBOR (0.1 % at 
December 31, 2001) due 2011. Such bonds are guaranteed by Nestle for a fee of approximately $0.10 per year. 

Long term maturities for each of the next five years are $29.4 in 2002, $23.4 in 2003, $9.0 in 2004, $4.9 
in 2005, and $4.7 in 2006. 

Interest costs.of $1.4, $2.3 and $2.2 in 1999, 2000 and 2001 , respectively, were capital ized as part of 
property, plant and equipment. 

(7) Income Taxes 
The components of earnings before income t 

Switzerland 
Outside of Switzerland 

Ea rnings before income taxes 

axes were: 

Income tax expense (benefit) consists of the following: 

Current: 
Switzerland 

1999 
$128.3 

458.9 
$587.2 

1999 

$ 29.4 

2000 
$172.4 

382.3 
$554.7 

2000 

$ 25.4 

2001 
$ 267.7 

246.2 
$ 513.9 

2001 

Outside of Switzerland 

Total current ==========------~~M----~~~--Deferred: 

$ 33.4 
228.8 193.4 167.3 
258.2 218.8 200.7 

Sw itzerland 

Outside of Switzerland 
Tota l deferred 
Total 

0.4 
(18.3) 
(17.9) 

$240.3 

2.5 3.2 
1. 7 (5.6) 
4.2 (2.4) 

$223.0 $ 198.3 

A comparison of income tax expense at the statutor o . . 
effect ive tax rate is as follows : Y tax rate of 7.81/o in Switzerland to the consolidated 

Statutory income tax rate 

Effect o_f higher tax rates in other jurisdictions 

0
Goodw 1II amortizat ion and other nondeductible items 

ther 
Effective tax rate 

1999 
7.8% 

25.6 
8.7 

(1.2) 
40.9% 

2000 
7.8% 

14.1 
14.0 
4 .3 

40.2% 
At December 3 1 2001 Alco , b .d. . 

, , n s su s1 ianes had net operating loss carryforwards as follows: 

Year of Expiration 
2002 
2003 
2004 
2005 
2006 
2007-2009 
Indefinite 

Amount 
$ 0.1 

1.3 
1.4 
4 .0 
1.9 
1.6 

11.1 
21.4 

2001 
7.8% 

13.0 
17.2 
0.6 

38.6% 

Deferred income taxes are recognized for tax conse ue " 
enacted statutory tax rates app licable to f t q nc~s of temporary differences" by applying 
th t b . . . ' u ure years, to differences b t h . . 

e ax as1s of ex1st1ng assets and liabilities. e ween t e financia l reporting and 

I 
I 

11 



Temporary differences and carryforwards at December 31, 2000 and 2001 are as follows: 

2000 2001 

Deferred income tax assets: 
Trade receivables $ 20.0 $ 16.7 

Inventories 50.8 42.1 

Other current assets 30.8 23.5 

Other assets 6.8 
Accounts payable and other current liabilities 36.7 49.8 

Other liabilities 117.3 112.2 

Net or2erating loss carr}:'.forwards 6.7 6.3 

Gross deferred income tax assets 269.1 250.6 

Valuation allowance (6.7) (4.6) 

Total deferred income tax assets 262.4 246.0 
Deferred income tax liabilities: 

Property, plant and equipment 23.4 30.8 

Intangible assets 104.3 82.9 

Other 7.7 5.6 

Total deferred income tax liabilities 135.4 119.3 

Net deferred income tax assets $127.0 $126.7 

Based on the Company's historical pre-tax earnings, management believes it is more likely than not 
that the Company will realize the benefit of the existing net deferred income tax assets at December 31, 
2001. Management believes the existing net deductible temporary differences will reverse during 
periods in which the Company generates net taxable earnings; however, there can be no assurance that 
the Company will generate any earnings or any specific level of continuing earnings in future years. 
Certain tax planning or other strategies could be implemented, if necessary, to supplement earnings 
from operations to fully realize tax benefits. 

Withholding taxes of approximately $32.0 have not been provided on approximately $627.0 of 
unremitted earnings of certain subsidiaries since such earnings are, or will be, reinvested in 
operations indefinitely. Dividends to Alcon do not result in Swiss income taxes. 

(8) Business Segments 
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The Company conducts its global business through two business segments: Alcon United States and 
Alcon International. Alcon United States includes sales to unaffiliated customers located in the United 
States of America, excluding Puerto Rico. Alcon United States operating profit is derived from operating 
profits within the United States as well as operating profits earned outside of the United States related to 
the United States business. Alcon International includes sales to all other unaffiliated customers. Each 
business segment markets and sells products principally in three product categories of the ophthalmic 
market: ( 1) pharmaceutical (e.g., prescription ophthalmic drugs), (2) surgical equipment and devices, 
(e.g., cataract, retinal, and refractive) and (3) contact lens care (e.g., disinfecting and cleaning solutions} 
and other vision care products (e.g., artificial tears}. Business segment operations generally do not 
include research and development, manufacturing and other corporate functions. Each business 
segment is managed by a single business segment manager who reports to the Chief Executive Officer 
who is the chief operating decision maker of the Company. 

Segment performance is measured based on sales and operating income reported in accordance 
with International Accounting Standards ("IAS"). The principal differences between the IAS accounting 
policies used to generate segment results and the Company's overall accounting po licies under U.S. 
GAAP include differences in intangible asset cost and lives and in process research and development 
(expensed for U.S. GAAP, but not for IAS). Certain manufacturing costs and manufacturing variances 
are not assigned to business segments because most manufacturing operations produce products for 
more than one business segment. Research and development costs, excluding regulatory costs which 
are included in the business segments, are treated as general corporate costs and are not assigned to 
business segments. 

,/ 

-- -

Identifiable assets are not assigned by b . 
performance of the business segments. us1ness segment and are not considered in evaluating the 

Sales Or2erating Income 
Depreciation and 

1999 2000 Amortization 
IAS: 2001 1999 2000 2001 1999 2000 2001 

United States $1,263.2 $1,333.4 $1,464.6 $557.2 International 1,1 37.8 $519.6 $571 .1 $ 30.7 $ 53.2 $ 66.5 
Segments total 

1,220.2 1,283.1 328.0 380. 1 402.6 2A01.0 2,553.6 2,747.7 42.5 48.6 55.4 
Manufacturing 885.2 899.7 973.7 73.2 101.8 121.9 

operations 
(44.2) Research and (1 0.8) (27.3) 25.9 26.4 25.0 

development 
General corporate (197.9) (220.8) (269.8) 5.7 6 .7 1.4 

U.S. GAAP adjustments · (26.9) (29.4) (36.8) 
Amortization 

(11.9) IPR&D (24.2) (36.8) 11.9 24.2 36.8 
Other (1 8.5) 

U.S. GAAP total $2,401.0 $2,553.6 $2,747.7 
12.9 0.8 (14.1) 0.4 1.6 $617.2 $596.8 $588.9 

4.2 
$117.1 $160.7 $195.3 

(9) Geographic, Customer and 
Product Information 
Sales for the Com , 

0 pany s country of domicile and all ind· ·d -
10 1/o of total sales are noted below along w"th I r 1v1 ual countnes accounting for more than 
market segment are also included. Sales b~lowoa~~ ~~:~issets in thos_e countries. Sales by ophthalmic 
customer accounts for more than 10% of total sales. on the location of the customer. No single 

Sales Property, Plant 

For the Year and Equipment 

1999 
Ended December 31, 

At December 31, 2000 2001 2000 2001 
United States $1 ,263.2 $1,333.4 Japan $1,464.6 

266.2 309.4 $430.6 $463.1 
Switzerland 284.8 

13.2 14.7 
6.0 5.2 

Rest of World 16.2 
858.4 896.1 4.9 4.1 

Total $2,401 .0 $2,553.6 
982.1 171.9 171.4 

Pharmaceutical $2,747.7 
$ 779.6 $ 836.2 $613.4 $643.8 

Surgical 1,160.1 
$ 927.8 

Contact lens 
1,263.9 1,357.7 

care and other 
vision care 461.3 453.5 Total 462.2 $2,401.0 $2,553.6 $2,741.7 



. 
(lO) Deferred Compensation 

. n Ian referred to as the 1994 Phantom Stock Plan 
The Company has an unfunded deferred comiens;t~~r ~mployees are eligible to be considered for 

for which key management member~ ~n~hc:~~;rd of Directors administers the plan. Pla$n7~aci~ents 
articipation. A committee appointe Y . Th Ian's liability was $63.1 and . a 

~ere $13.5 and $16.1 for 2000 and 20?1, respeh~th1vely. clu~~d in other current liabilities and other long 
d 2001 respectively w ic is in 

December 31, 2000 an ' . consolidated balance sheets. . 
term liabilities in the accompanying · 

(11) Financial Instruments 
. d d h cash equiva lents, ' f ial instruments inclu e cas ' . t December 31, 2000 and 2001, the Company s inane borrowings and long term debt. The ~stI-

~vestments, trade receivables, acco~nt_s payable, s~o~tst~~~ed below. Due to the short term maturities 
mated fair value of all of these f inanc_,al instrument~~: ayable and short term borrowings, the carrying 
of cash, cash equivalents, t rade rece1v~bles, acc;lu n :rm debt is based on interest ra~es then cu~rently 
amount approximates fair val~e. The fa1rfvdalubet :it~ sfmilar terms and remaining matuntIes. The fair 

h C ny for issuance o e 
available tot e ompa d ted market prices at year end. value of investments was base on quo 

December 31, 

Cash and cash equivalents 
Investments: 

Marketable equity 
Fixed income 

Trade receivables, net 
Accounts payable 
Short term borrowings 
Long term debt 

Carrying 
Amounts 

$912.0 

5.6 
48.7 

489.7 
98.2 

1,054.2 
745.6 

2000 
Fair 

Value 
$912.0 

5.6 
48.7 

489.7 
98.2 

1,054.2 
763.3 

Carrying 
Amounts 
$1,140.5 

4.8 
57.1 

492.0 
108.6 
805.5 
726.8 

2001 
Fair 

Value 
$1,140.5 

4.8 
57.1 

492.0 
108.6 
805.5 
832.0 

. . ains of $6.9 and $(0.7) at December 31, 
Investment amounts include net unrealized h~ldin~ ~:~~~~;s on)a marketable equity investment of $9.1 
2000 and 2001, respectively. Duri_ng 2001,n:~~~i5a; net of tax). 
was recorded in other nonoperating expe . 

(lZ) Related Party Transactions ... 
. . h e been with Nestle and its subs1d1anes. 

The Company's material transact_ions with related::;~~::d ae~sewhere in these notes are included below. 
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All material related party transactions that are not ' - , . 

n had investments and borrowings with Nestle and its 
During 1999, 2000 and 2001 _ the C~~pa . Y g impact to earnings before income taxes: 
subsidiaries which resulted in the o owin 

Interest expense 
Interest income 

1999 2000 
$21,9 $49.9 
$ 3.6 $28.2 

2001 
$80.8 
$37.6 

__ ,,, ---~-----

During June 1999, Nestle contributed to the Company the debt that a subsidiary of the Company owed 
Nestle. The book value of this debt, which was $234.8, was recorded as a capital contribut ion in 1999 . 

The Company had a minority interest in a finance company that was owned jo intly with a Nestle 
subsidiary. The investment was recorded using the equity method of accounting. During 2000, this 
investment was sold to a Nestle subsidiary at book value for $76.4. 

The Company leases certain facilities from Nestle subsidiaries which resulted in rent expense of $0.6 in 1999, 2000 and 2001. 

At December 31, 1999, 2000 and 2001, certain employees of the Company participated in a Nestle stock 
option plan. The Company uses the intrinsic-value method to account for the employee's participation in this 
plan. The impact of these options under the intrinsic-value method or the fa ir-value method is negligible. 

Under the Nestle stock option plan, the employee is granted options to purchase Nestle common stock 
with an exercise price equal to the market value on the date of grant. The options have lives of five and 
seven years and vest after two and three years, respective ly. The plan provides the employees with the 
option of taking cash for the intrinsic value or paying the exercise price and taking the stock of Nestle. 
Since the participants have the option to take net settlement in cash, t he plan has been treated as a 
variable plan under the intrinsic-value method. 

A summary of the options is as follows: 

1999 2000 2001 Weighted Weighted Weighted Average Average Average Exercise Exercise Exercise Shares Price Shares Price Shares Price (Actual) (Actual CHF) (Actual) (Actual CHF) Actual (Actual CHF 
Outstanding at beginning of year 19,980 155.9 24,660 175.8 12,810 258.8 
Granted 

4,680 260.9 4,290 281 .9 4,300 343.2 
Exercised 

16,140 138.3 Outstanding at end of year 24,660 175.8 12,810 258.8 17,110 280.0 Options exercisable at end 
of year 

16,140 138.3 3,840 230.3 8,520 247.1 Weighted average fair value 
of options granted during 
the tear (Actual U.S.$) $45.55 $49.51 $55.83 

The fair value of options granted was calculated using the Black Scholes option pricing model with the 
following assumptions, w ith respect to Nestle: dividend yield of 1.6% in 1999 and 2000 and 1.2% in 
2001; volatility of 22% in 1999 and 2000 and 24% in 2001; risk free interest rate of 4.6%, 6.5% and 4.9% 
in 1999, 2000 and 2001, respectively; and an expected term offive years. 

(13)Pension and Postretirement Benefits 
The Company's pension and postretirement benefit plans, wh ich in aggregate cover substantially all 
employees in the United States and employees in certain other countries, consist of defined benefit 
pension plans, defined contribution plans and a postretirement health care plan. The Company's cost 
of defined contribution plans was $34.4, $40.3 and $45.4 in 1999, 2000 and 2001 , respectively. The infor
mation provided below pertains to the Company's defined benefit pension plans and postretirement 
health care plan. The following table reconciles the changes in benefit obligations, fair value of plan 
assets, and funded status for the two-year period ending December 31 , 2001 : 
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Change in benefit obligation 
Benefit obligation at beginning of year 
Service cost 
Interest cost 
Amendments 
Benefit paid 
Actuarial (gain)/loss 
Benefit obligation at end of year 
Change in plan assets 
Fair value of plan assets at beginning of year 
Actual return on plan assets 
Employer contribution 
Benefits paid 
Fair value of plan assets at end of year L. bTt 
Reconciliation of Funded Status to Balance Sheet ia I ' V 
Funded status 
Unrecognized prior service cost 
Unrecognized actuarial (gain)/loss . bTf 
Net amount recognized in other long term l1a I I ie; 1 
Weighted-average assumptions as of December , 
Discount rate 
Expected return on plan assets 
Rate of compensation increase 

Pension 
benefits 

2000 2001 

$ 125.3 $ 154.4 
10.6 12.0 
7.9 9.7 
0.9 

(4.5) (5.7) 
14.2 13.8 

154.4 184.2 

7.6 8.1 
(1.2) (1 .2) 
6.2 11.6 

(4.5) (5.7) 
8.1 12.8 

(1 46.3) (171 .4) 
0.8 
9.7 24.6 

$(135.8) $(146.8) 

3.0-7.5% 3.0-7.3% 
3.0% 3.0% 
5.0% 6.25% 

Postretirement 
benefits 

2000 2001 

$109.8 $120.3 
6.7 7.6 
8.1 9.3 

(2.2) (3.4) 
(2. l) (9.9) 

120.3 123.9 

100.3 97.8 
(0.3) (7.2) 

(2.2) (3.4) 
97.8 87.2 

(22.5) (36.7) 
4.9 4.3 

(5.7) 0.3 
$(23.3) $(32.1) 

7.8% 7.5% 
9.0% 9.0% 

N/A N/A 

Pension benefits Postretirement benefits 
1999 2000 2001 

Components of net periodic benefit cost $10.2 $10.6 
Service cost 

7 
.1 7 .9 

Interest cost (0.2) (0.2) 
Expected return on ass~ts . 0.6 0.7 

$12.0 
9.7 

(0.2) 

1999 2000 2001 

$ 5.8 
7.3 

(0.8) 
0.4 

$ 6.7 
8.1 

(6.5) 
2.7 

$7.6 
9.3 

(8.6) 
0.5 Prior service cost amort1zat1on 0.6 4.0 0.2 

Recognized actuarial loss $
18

_
3 

$
23

_
0 

$
2

l.7 $12.7 $11.0 $8,8 Net periodic benefit cost . 

the expected cost of benefits covered by the postretIre
The health care cost trend rate ~~ed to me~;.sure2006 dafter. The effect of a one percentage point 
ment plan is 9.0% in 2001, declining to 4.5 o _in f /n . 
change in assumed medical cost trend rates is as o ows. 

Effect on total of service and inter~st co.st c?mponents 
Effect on the postretirement benefit obligation 

1% 
Increase 

$ 3.4 
21.2 

1% 
Dec rease 

$ (2.7) 
(17 .1) 

, I ees articipate in defined benefit plans of Nestle. No sepa-
ln certain countries, the Compa,ny s emp oys hai historically been prepared for the pla.ns as they are 
rate valuation for the Company s emplo~e~ d. I these plans are treated as multi-employer plans. 
not material to the Company or to Nestle. cco~ i~gby Nestle and charged to the Compan.y. Company 
Annual contributions to these pl.ans are de~~~~~~ 20~1 were $1.6, $1.6 and $2.6, respectively. 
contributions to these plans during 1999, 2 

(14) Commitments and Contingencies 
The Company and its subsidiaries are parties to a variety of legal proceedings arising out of the ordinary 
course of business, including product liability and patent infringement. The Company believes that it has 
valid defenses and is vigorously defending the litigation pending against it. 

The Company is a defendant in three separate cases which were initiated during the first half of 2001 
whereby the plaintiff alleges that one of the Company's products infringes on their patents and trademark. 
The Company has denied infringement and asserted that the plaintiff's patent is invalid and unenforceable. 

The Company's tax returns are subject to examination by various taxing authorities. Management 
records current tax liabilities based on their best estimate of what they will ultimately settle with the 
taxing authorities upon examination. 

Wh ile the results of the aforementioned contingencies cannot be predicted with certa inty, management 
believes that the final outcome of these contingencies are adequately covered by insurance and/or the 
ultimate liability, if any, w ill not have a material adverse effect on the Company's consolidated financial 
position. Although management believes that the tax treatments reflected in the accompanying financial 
statements comply with the various tax laws and regulations, some of the tax treatments may change if 
challenged by the taxing authorities. Litigation contingencies are subject to change based on settle
ments and court decisions. 

The Company leases certain facil ities and equipment under operating leases. Lease expense incurred 
was $21.5, $21.9 and $23.8 during 1999, 2000 and 2001, respectively. Future m inimum aggregate lease 
payments under non-cancelable operating leases with a term of more than one year are as follows: 

Year 
2002 
2003 
2004 
2005 
2006 
Thereafter 

Total minimum lease payments 

(15) Exit Activities 

Amount 
$ 22.0 

15.3 
12.7 
10.9 
7.5 

34.5 
$102.9 

In 1998, the Company announced the closure of its manufacturing facility in Puerto Rico. As a result 
of this decision, the Company accrued in 1998 certain severance costs for approximately 300 affected 
employees based on the statutory requirements for severance. The facility w as sold in December 2000. 
Virtually all of the severance costs were paid in 2000. 

In 1999, the Company announced the closure of a manufacturing facil ity in St. Louis, which resulted in 
the accrual of severance costs for approximately 60 employees in 1999. These costs were pa id in 2000. 
The severance expense is included in cost of goods sold in the consolidated statement of earnings. 



Prior to the purchase of Summit in July 2000, the Company began assessing and formulating a plan to 
exit the leased facility which represented Summit's corporate headquarters. These actions resulted in 
the accrual of severance for approximately 180 employees and other costs, as well as lease payments 
on the vacated fac ility as of the acquisition date which was recorded as part of the purchase price of 
Summit. During the first half of 2001, the closure of this facility was completed and severance payments 
were made. The remaining lease costs will be paid out over the remaining lease term through 2005. 

Balance, December 31, 1998 
Accrued 
Spendin 
Balance, December 31, 1999 
Accrued 
Summit acquisition 
Spending 
Balance, December 31, 2000 
Accrued 
Spending 
Balance, December 31, 2001 

Employee 
Termination 

Benefits 
$ 6.1 

1.3 

$ 

7.4 

10.5 
(11.2) 

6.7 

(6.7) 

Other 
Exit 

Costs 
$ ,-

2.8 

2.8 

(0.2) 
$ 2.6 

Total 
$ 6.1 

1.3 

7.4 

13.3 
( 11.2) 

9.5 

(6.9) 
$ 2.6 

The exit cost accrual is included in other current liabilities in the accompanying consolidated balance sheets. 

(16) Unaudited Qyarterly Information 

2001 
Three Months Ended March 31 June 30 SeQtember 30 December 31 
(in millions) 

Sales $655 $746 $676 $671 
Cost of goods sold 185 219 195 199 
Selling, general and administrative 223 250 242 239 

Research and development 65 72 72 81 
Amortization of intangibles 30 29 29 29 

Operating income 152 176 138 123 
Gain (loss) from foreign currency, net (1) 9 (9) (4) 

Interest income 16 13 13 5 
Interest expense (29) (30) (26) (23) 

Other, net (9) 

Earnings before income taxes 138 168 116 92 
Income taxes 53 65 45 35 

Net earnings $ 85 $103 $ 71 $ 57 

Our quarterly sales trends reflect the seasonality in several products, including ocular allergy and otic 
products, in the form of increased sales during the spring months. 

64 

Corporattrmation 
Alcon, Inc. Corporate Headquarters 
Bosch 69 
CH-6331 Hunenberg 
Switzerland 
+41 (41) 785 88 88 

Alcon U.S. General Office 
6201 South Freeway 
Fort Worth, Texas 76134 
(817) 293-0450 

Website 
www.alconinc.com 

Common Stock 
The Company's common stock is listed on the 
NYSE under the ticker symbol ACL. 

Investor Relations 
Vice President of Investor Relations 
6201 South Freeway 
Fort Worth, Texas 76134 
(800) 400-8599 

Auditors and Group Auditors 
KPMG Klynveld Peat Marwick Goerdeler SA 
Badenerstrasse 172 
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www.kpmg.com 
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The smile on your granddaughter's face. 
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Over 2 million people a year lose central vision due to age-related macular degeneration. 
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A drive to the city. 
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More than 300 million adults in the developed world are near- or far-sighted. 
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Mayl: 
thing 
than I 
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Maybe the only 
thing more frightening 
than losing one's 
sense of s ..... 
is losing one's 

1at fear, 
eare 

o helping doctors 
preseNe, restore 
:and enhance vision 
!throughout the wortd. 
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Dear Shareholders 

The images you see in the 
opening pages of this year's 
annual report dramatically 
illustrate the impact of the 
loss of clear vision on a 
person's quality of life. For 
more than half a centu~ 
Alcon has been dedicated 
to developing and commer
cializing specialized phar
maceutical, surgical and 
consumer products that 
prevent the loss of vision 
or restore visual function 
to the eye. 

Glaucoma patients 
around the wor1d use our 
pharmaceutical therapies to 
control elevated intraocular 
pressure and delay deterio
ration of their visual capabil
ities. Surgeons implant 
more than three and a half 
million of our intraocular 
lenses each year to restore 
clear vision to people 
whose eyesight is impaired 
by cataracts, and they pre
scribe our powerful topical 
antibiotics to prevent infec.. 
tions from occurring after 
SUrgel)t 

Millions of contact lens 
wearers depend on our 
vision care products to 
moisten their eyes and to 
keep their lenses free of 
bacteria and other contami
nants that can lead to eye 
infections and discomfort. 
Thanks to our advanced 
refractive surgery system 
that customizes treatment 

to each patient, more and 
more people each year who 
are near-sighted, far-sighted 
or suffer from astigmatism 

- will see clearty without 
glasses or contact lenses. 

Though there is no cure 
today for age-related macu
lar degeneration (AMO), our 
research into b'eatments 
for this disease has been 
promising. We are opti
mistic it will yield important 
contributions to managing 
this debilitating disease, 
the leading cause of blind
ness among people over 
the age of 50 in the devel
oped wortd. 

Preservation,restoration 
and enhancement of e,e
sight and care for the health 
of people's eyes: this is our 
focus, this is our commit
ment, this is our passion. 
Our success in this effort 
depends on inspired re
search, quality people and 
products, dedicated techni
cal and customer service, 
knowledge development, 
global reach and compas
sion for those who suffer 
from eye disease or visual 
dysfunction. We undertake 
these efforts in partnership 
with a commWlity of eye 
care professionals around 
the wortd who help people 
see clearty and live their 
lives to the fullest These 
attributes have defined 
Alcon for more than half a 

cenlur)(, They have made 
our company the largest 
and, we believe, the most 
innovative eye care com
pany in the wortd. They also 
have led to a histoly of 
financial stability and suc
cess, exemplified by another 
year of solid growth in rev
enues and profits in 2002. 

Alcon reported 
healthy sales 
growth and 
strong financial 
results for 2002 

Highlighting Aleen's per
formance in 2002 was a 
9.5% increase in global 
sales to $3.01 billion, paced 
by exceptionally strong 
growth of our pharmaceu
tical products. All five 
featured products in this 
sector experienced double
digit growth, and Alcon's 
total pharmaceutical sales 
grew 17.4% over the pre
vious year. 

Strong performance in 
ophthalmic pharmaceuti
cals was complemented by 
solid growth of our surgical 
products, with sales rising 
6.0% in 2002, despite a 
decline in the refractive 
surgery segment that held 
back overall surgical 
growth. Consumer eye 
care sales performed well 
in a flat market, growing 
4. 1 % for the year. 

Research and 
development 
of new products 
is at the heart 
of our success 

portant as OU 

c1a1 performance was in 
2002, our progress in adJfaturaJ 

1r research arCusmm1 
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We capitalized on our and development invest-
established global infra- ment by any company in 
sbUcture to translate this the wortd, feeding our exist• 
strong and balanced sales ing pipeline of products and 

0 
growth into even taster leading to new therapies 
growth in operating inco and products to treat eye 
which increased 19.5% to disease and prevent blind-

aer $703,7 million. Reduced I ness-products we can 
interest costs, ~erived only dream of today. 
declining interest rates a Of course, what really 
the repayment of almost matters to us, to our share-
$500 million in debt since holders and to the oph-
our IPO, along with a low thalmic community is trans
effectiVe tax rate, allowed forming research and 
Alcon to achieve net development projects into 
income of $466.9 million, , market-ready products. In 
47 .9% increase over 20011 this regard, we had a very 

productive year in 2002, 
Research and receiving 343 regulatory 
c1evelopmeffl approvals and filing 340 

lced of new products new product submissions 
is at the heart in more than 75 counbies 

eu- of our success around the wor1d. These 
. filings and approvals in-

is As important as our finan eluded key future revenue 
Jble- cial performance was in drivers such as AcrySof® 
i's 2002, our progress in ad~1 Natura/ intraocular lens, 
ales vancing our research a . CustomCornea™ wave-

,re-

dn 
Jti
:!d by 
-gical 
sing 

development pipeline w . front system, once-a-day 
even more encouraging ' no/0 ophthalmic solu
and it bodes well for Al 

1 
·on, ~x™ ophthalmic 

future. New products are ution and CiproDex otic 
the lifeblood of our busi- j ution (CIPRO is a trade-
ness. We invested $323 rk of and licensed from 
million in research and er AG) in the United 
development programs i, Opatano/® oph-

,e 2002, and we expect to lmic solution in Europe 
held invest a total of $2 billi nd Azopt® ophthalmic 

a 

re 
iwell 
~ng 

a broad range of resea · and Betoptic S® 
and development prog 

I 

phthalmic suspension 
over the next five years. Japan. 
We believe this will be We also made signifi
largest eye-related rese$2nl progress on several 

important development 
projects, as we moved into 
Phase Ill clinical studies 
with Anecortave Acetate 
for AMD, 15(S)-HETE for dry 
eye and Patanase® nasal 
spray for allergies. We have 
been achieving powerful 
clinical results with our 
.AcrySof® ReStor™ intraocu
lar lens. Earty results of 
clinical trials show the 
unique design of this inno
vative lens has the potential 
to deliver excellent vision, 
both far and near, virtually 
eliminating the need for 
reading glasses after 
cataract surgery. H these 
earty results are confirmed 
by additional ~ this lens 
could also prove important 
in the correction of refrac
tive errors and presby
opia-the inevitable age
driven inability to focus on 
nearby objects-by far the 
most prevalent vision defi
ciencies in the world. 

Finally, in April of 2003 
we commenced the global 
launch of the lnfinitiTM vision 
system at the annual meet
ing of the American Society 
of Cataract and Refractive 
Surgery. This new system 
brings revolutionary tech
nology to lens removal for 
the first time in many years. 
With its bi-modal design, 
incorporating advanced 
phacoemulsification, 
NeoSonix® oscillation and 

our innovative AquaL.ase ™ 
liquefaction device, it repre
sents a new platform to fur
ther enhance our cataract 
equipment market position. 
AquaL.ase ™ uses pulses of 
warm fluid to remove the 
eye's natural lens material 
with enhanced safety. 

Of great importance 
to our future, more than 
2,500 registered patents 
and 1,600 pending patents 
support our broad offering 
of current products and our 
rich pipeline of potential 
new ones. We look forward 
to the commercial success 
of many of these pipeline 
productsin2003andfor 
many years to come. 

By maintaining 
our focus we 
increased our 
indusby leadership 

As we have been for more 
than 50 years, Alcon 
remains focused almost 
entirely on one healthcare 
need: the treatment: of eye 
disease and dysfunction. 
Unlike other companies 
that offer a limited product 
line or serve only one 
segment of the eye care 
industry, our strategy is to 
provide doctors who treat 
eye diseases and condi
tions with a broad suite of 
high-quality products to 
meet their every need. 

_..,..... 

This commitment be
came even more important 
in 2002, as favorable 
changes in the competitive', 
environment gave Alcon 
unparalleled access to 
customers, and further 
enhanced our ability to 
capitalize on the individual 
strengths of each Alcon 
product segment to ad
vance the entire breadth 
of our product line. These 
changes also allowed us to 
widen our lead in terms of 
direct geographic reach, 
positioning Alcon better 
than our competitors for 
the inevitable return to eco
nomic growth in developing 
countries. We firmly believe 
that emerging markets will 
be important sources of 
future growth. Finally, these 
indusby changes have 
helped to strengthen our 
leadership position in 
the eye care market and 
allowed us to expand the 
depth and breadth of our 
customer relationships 
around the wor1d. 

Sales force 
expansion 
drove market 
share gains in 
several segments 

One of the hallmarks of 
Alcon's success is that we 
never take our leadership 
position for granted, and we 

10/ 11 
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worked hard to strengthen 
that position in 2002. The 
tremendous efforts and 
energies of our more than 
2,300 person global sales · 
force led to market share 
gains in most of our major 
product lines and in many 
geographic areas. In the 
United States, we gained 
share in glaucoma, alle,w 
ocular anti-infectives and 
combinations, otic anti
infectives and soft contact 
lens care disinfectants. 

Outside the U.S., we exe
cuted a highly successful 
rollout of Travatan® oph
thalmic solution in Europe, 
which, combined with the 
continuing growth of~ 
expanded our glaucoma 
market share in most major 
markets around the world. 
On a global basis, we 
cemented our leadership in 
ophthalmic surgery as we 
added another year of mar
ket share gains in intraocu
lar lenses, viscoelastics, 
cataract and vitreoretinal 
equipment and the surgical 
cassettes used to perform 
eye surgery. 

We gained 
valuable operating 
synergies with 
our broad 
product line 

With our intense focus on 
the eye, we are committed 

to being all things to all eye 
care professionals through
out the wor1d. As we re
entered the public arena in 

- 2002, our product portfolio 
boasted entries in every sig 
nificant segment of the eye 
care market except eye
glasses and contact lenses. 

No other company 
matches our breadth of 
product offerings. With 
these products spanning 
the three major medical 
segments of eye care, we 
believe we are able to 
achieve marketing syner
gies where others may not 
As an example, in 2002 
almost 10% of our pharma
::eutical sales in the United 
States came from prescrip
tions written by optom
etrists, a group of eye care 
professionals that has 
gained the right to prescribe 
most ophthalmic medica
tions in each of the 50 
states. We also incorporate 
samples of our anti-infec
tive, anti-inflammatory or 
combination products into 
surgical post-operative kits, 
increasing the frequency of 
a prescription being filled 
for one or more of them. 

Eye care professionals 
can depend on Alcon to pro
vide high quality products 
and services, no matter their 
specialty or where they 
practice. We are the only 
company that comes close 

to offering a one-stop shop 
for ophthalmic products to 
eye care professionals. 

We are a global 
company 
committed to 
serving customers 
in all regions 
ofthewortd 

In addition to our product 
line breadth, we approach 
the eye care market with a 
broadly global perspective, 
a strategy that offers two 
powerful benefits. First, it 
helps to protect us from 
the economic vagaries of 
any one counby or region. 
Second, and even more 
important, we have learned 
that we maximize our 
growth opportunities by 
dealing directly with our 
customers wherever they 
are as soon as the practice 
of ophthalmology takes 
root. Alcon now has direct 
sales and marketing opera
tions in all key markets, and 
our products are sold in 
more than 180 countries. 

We generally develop our 
leadership in new markets 
by establishing surgical 
training laboratories to fur
nish hands-on training in 
surgical techniques to doc
tors in countries where 
such training may otherwise 
be unavailable. We then aim 
to profitably introduce the 

~ 

ees sennng eye care p 
ionals in this importa 

market. This very 
team has led Alcon to 
top of the Japanese 

Demog 



rest of our product line int 
these markets and reap 
growth from them for yea' 
to come. Furthermore, by 
bemg first into a country 
wrth a direct sales force, 
we are wen-positioned to 
quickly gain a significant 
foothold m that country's 
ophthalmic m~,rket. Once 
we enter a country, we 

Demographics 
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patients. It is our expe · 
that we enhance our o 
tomer relationships and 
expand our global leader· 
ship by being the first 
ophthalmic company in , _ 
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As evidence of the sui 
cess of this strategy, in 
2002 we celebrated the 
30th anniversary of our 
iate's presence in Ja 
the course of the last th 
ctecades,ourJapanese 
iate has grown from a 
operation of 1 O people 
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[herwise 

our second largest 1 
operating company, 
with more than 400 
ees serving eye care p 
sionals in this importa 
market. This very capa
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in ophthalmic surgery and in 
soft contact lens care disin
fection. With the launches 
of Azopt® and Betoptic S® 

in developing counbies, 
allowing them to regain 
their independence and 
enjoy richer and fuller lives. 

in 2002, and with several -
pharmaceutical products 
expected to be registered 

- In the United States, we 
dramatically increased 

in the next few years, we 
are optimistic about our 
chances to gain significant 
market share on the phar
maceutical side of the 
Japanese market in the 
future. 

Alcon's support 
of medical 
missions helped 
thousands of 
people see 
clear1y again 

To be a tJ\le partner in the 
global eye care community, 
Alcon has long believed that 
we must reach out to peo
ple around the wor1d who 
cannot afford or do not have 
access to the services that 
can save or restore their 
sight. For more than 40 
years we have supported 
tens of thousands of caring 
physicians in bringing the 
miracle of sight to those in 
need. In 2002, Alcon con
tributed products at no 
charge to 840 independent, 
philanthropic eye care med
ical missions in 82 coun
tries. We estimate that this 
support helped restore clear 
vision to 19,000 indMduals 

our Glaucoma Patient 
Assistance Program, pro
viding free medication for 
almost 27,000 glaucoma 
patients who could not 
afford such sight-saving 
drugs on their own. This is 
an increase of almost 50% 
over the previous year. All 
told, Alcon contributed 
almost $20 million in cash 
and retail value of products 
in 2002 to these important 
programs, further demon
strating our strong support 
for the humanitarian efforts 
of our community of physi-
cians and our deep concern 
for those who can be 
helped with our products. 

Global 
demographic 
trends are 
particular1y 
beneficial to 
ophthalmology 

The global market for eye 
care products is already 
large, approximately $11 bil
lion in sales in 2002, and 
Alcon accounted for more 
than 25% of that figure. 
More importantly, the mar
ket is growing at a healthy 
pace, one that will likely con-

tinue in the years to come 
as demographic factors 
evolve and new therapies 
that address currently 
unmet eye care medical 
needs reach the market. 
Although vision correction 
needs and eye disease can 
arise at virtually any stage 
of rrte, most of the eye prob
lems that Alcon addresses 
with our products and re
search efforts are associ
ated with advancing age. 
As people get older, their 
eyes are prone to a number 
of diseases, especially those 
that can cause partial or 
complete blindness such 
as cataracts, glaucoma and 
age-related macular degen
eration. Other age-related 
ocular maladies that can 
affect quality of life include 
presbyopia and dry eye 
syndrome. 

The aging populations 
of the world's developed 
economies-the baby-boom 
generation will begin turning 
60 in 2007-are entering 
the phase in life when eye
related problems are much 
more likely. As people reach 
this stage of life and live 
longer, there will be an 
inevitable increase in the 
number of people who expe
rience eye disease and 
visual dysfunction, which wall 
fuel the market for eye care 
products. Many in this gen
eration already suffer from 
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dry eye, while a large mal°i sales force of any oph

ity of them are presby~· · thalmic company and a 
Despite their generally promising pipeline of new 

younger demographics, , products under develop-
developing countnes ' ment, Alcon expects to gain 
account for the majority . a significant share of the 
the world's population :'5 growth in the eye care mar
represent an integral fa~ ket w_e believe ground-
in eye care mark~t growtr

1 
~ng new_ products, 

As their natJcnal incomes aging populations and 
rise, it is likely that these I global economic growth 
counbies wJI spend should expand the eye care 
increasing amounts on market significantty over the 
health care. We expect next five years. Factoring in 
care to be a first-line potential markets for the 
ciary of this spending otic and nasal applications 
because it is highly cost of some of our ophthalmic 
effective to treat many . drugs, we estimate that our 
related diseases to mai product lineup could com
people's independence, pete in markets totaling as 
return them to produ · . much as $20 billion in 2007. 
and enhance their quar We anticipate that much 
of life. Nowhere is this . of this market growth will 
obvious than an cataract' in the pharmaceuti-
surgery, where a relativ 'cal segment of our busi-
quick surgical procedu · especially in the 
combined with an i nited States. Recognizing 

ed 
v-boom 
turning 
ring 

lar lens, can immedi is, in the fourth quarter of 
restore clear vision, no we again expanded 
ter how long cataracts ij>ur U.S. pharmaceutical 
impaired the patient's vi;;a)es force. This highly 
While cataract surgery ipapable team will continue 
commonplace in develo~ broaden our penetration 
counbies, it is in its i~ f the key markets that pre
in many parts of the ~be our products. They 
developed world. There)re well-prepared to sup
huge pool of people in '°rt the three major phar
counbies who could~ · · I launches we 

,eyer 
much 
:! reach 
live 
m 
,the 
hoexpe
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ilhichwill 
't'jecare 
,isgen
~from 

from cataract surgery. e planned for 2003: 
As the c~ear leader i oc™ for eye infeo-

industry, with the b once-a-day Patano/® 
product line, unmatclle9r eye allergies and 
global scope, the 1arae§.0roDex otic for ear infeo-

tions. They will also be 
integral to the launch of 
Systane™ dry eye therap~ 
as this product will be pro
moted extensively with 
ophthalmologists and 
optometrists alike. We will 
continue to invest appropri
ately in our sales force 
throughout the wortd to 
support all of our growing 
product segments in order 
to position ourselves to call 
on all eye care profession
als, no matter where they 
practice. 

Our performance 
derives from 
the dedication 
and talents of 
our employees 
and support of 
our customers 

I would be remiss if I ended 
this letter without thanking 
those people so critical to 
Alcon's success in 2002. 
They include the physicians 
and other professionals 
who make up the eye care 
commun~ and who work 
so hard to advance the 
standard of healthcare for 
the eye in virtually every 
region around the wor1d. 
They include our talented 
and dedicated employees, 
now totaling almost 12,000 
people across the globe, 
who wake up every day 
with the desire to serve 

these customers better 
and to fulfill our mission as 
a con,pany. They include 
our new shareholders, who 
invested their funds in our 
company in the belief that 
their invesbnent would 
increase in value this year 
and, we hope, for many 
years to come. Finally, they 
include our colleagues at 
Nestle, our exemplary cor
porate parent for a quarter 
of a centu'}(, Wtth their 
decision to launch an IPO of 
approximately 25% of our 
shares, they demonstrated 
confidence in our entire 
management team to chart 
a more open course and to 
shepl,erd their remaining 
invesbnent as we pursue 
our corporate geals. I am 
personally honored to have 
the support of this truly 
great global company. 

In closing, we serve an 
attractive industry with 
excellent demographic 
characteristics and several 
significant unaddressed 
disease opportunities to 
be explored. We have the 
global infrastructure and 
resources to penetrate and 
grow new markets and to 
continue investing heavily 
in research and develop
ment to develop and deploy 
new products for existing 
and unmet needs. We con,
pete in this indusby as the 
clear leader, with the broad-

est product line and with 
enviable financial strength 
and flexibil~ all of which 
position us well to build on 
our long history of growth. 
Our excellent results in 
2002, our first year as a 
public compa~ give us 
confidence that we can 
successfully execute our 
strategy for long-term 
growth, which we believe 
will create value for all our 
shareholders as we move 
forward. I want every share
holder to know that all our 
employees are hard at work 
transforming our global eye 
care leadership and our 
passion for preserving and 
restoring sight into share
holder value. 

v{~ 
Tim Sear 
Chairman, President, and 
Chief Executive Officer 
Alcon, Inc. 
April 18, 2003 
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Pharmaceutical Products 

Our deepest roo1s at Alcon 
are in the discovery and 
development of pharmaceu
ticals that address di~ 
of the eye. Since Alcons 
founding 57 years ago, we 
have become the largest 
specialty ophthalmic phar
maceuticals company in the 
world. Our leadership posi
tion reflects deep market 
penetration and the most 
comprehensive set of oph
thalmic pharmaceutical 
products in the eye care 
industry. In 2002, Alcons 
pharmaceutical revenues 
grew 17 .4% to $1.09 billion, 
representing an approxi
mate 19% share of the 
global market for oph
thalmic pharmaceuticals. 
Pharmaceutical products 
have been our fastest grow
ing segment in recent years, 
climbing from about 30% of 
total sales in 1997 to over 
36% in 2002, a trend we 
expect to continue. 

Our pharmaceutical 
success derives primarily 
from the productivity of our 
research and development 
efforts. New products intro
duced in the last five years 
were the major drivers of 
our pharmaceutical sales 
growth in 2002, includ-
ing Patanol® ophthalmic 
solution for eye allergies, 
Travatan® ophthalmic solu
tion and Azopt® ophthalmic 
suspension for glaucoma, 

and Cipro HC otic suspen
sion for ear infections 
(CIPRO is a trademark of 
and licensed from Bayer 
AG). We believe the produc
tivity of our R&D efforts 
justifies our optimism for 
the future. 

In 2003, we expect to 
launch Vlgamox™ oph
thalmic solution, a fourth
generation fluoroquinolone 
for eye infections, CiproDex 
otic suspension for ear 
infections and a once-a-day 
version of Patanol®. Other 
key pipeline products that 
we expect to introduce in 
the next few years include 
CiproDex ophthalmic sus
pension for eye infections, 
Anecortave Acetate for age
related macular degenera
tion (AMO), a combination 
of Travatan® and timolol 
for glaucoma, Patanase® 
nasal spray for allergies and 
15(S)-HETE for dry eye. 

Given the breadth of our 
product pipeline, we made 
the strategic decision in 
1998 to expand our phar
maceutical sales force. 
Since then we have almost 
tripled its size in the United 
States and broadened its 
scope to reach all medical 
sPeCiatties that prescribe 
ophthalmic products. These 
include not only ophthalmol
ogists and optometrists, but 
also pediatricians, allergists, 
otolaryngologists and family 

practice physicians. 
While the vast majority 

of Alcons pharmaceutical 
sales come from patent
protected drugs, we recog
nize generic drugs play an 
important role in today's 
healthcare environment 
In 1998, Alcon established 
Falcon Pharmaceuticals, 
Ltd., which is now the lead
ing U.S. producer of generic 
drugs for the eye and ear, 
based on 2002 revenues. 

Treating 
glaucoma 

Glaucoma is primarily 
caused by increased pres
sure within the eye that 
progressively damages the 
optic nerve. Without treat
ment, this inevitably and 
irreversibly leads to loss of 
visual function and ultimate
ly can result in total blind
ness. A chronic disease 
generally associated with 
aging, glaucoma may afflict 
as many as 1 O million peo
ple in the developed world 
and countless more in 
less-developed countries. 
Glaucoma has no cure, so 
patients will typically use 
one or more medications to 
control its progress for the 
rest of their lives. 

Because it is usually 
painless, slow to advance 
and typically begins by 
impairing peripheral vision 

• 

only, many people with 
coma remain undiagl105~ 
Some experts estimate 
as many as 50% of 
in the developed w orld 
glaucoma remain u 
nosed or untreated. In 
minority populations, 
statistically suffer from 
coma in greater num 
and with greater sev. 
even higher percentaael 
undiagnosed. These 
create a large pool of 
tial patients who could 
benefit from glaucomci 
medications and pro · 
powerful growth 
what is already the 
ophthalmic pharm 
segment 

Alcons flagship 
glaucoma, 1i 

was launched in the 
States in April 2001 
steadily gained marl< 
share. Since then, 1i 

had successful 
es 1n more than 50 
countries, and is the 

ling prostaglandin 
logue in most of 

markets. Alcon also 
enced rapid growth 
AzopY' which has 
especially well 
United States and 

inched in Japan 
end of 2002. R . 
Alcons robust family 

•I 

1ucoma medicati 
!foptic S" ophthal 

pension and 1imolol 
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Surgical Products 

A large number of eye con
ditions, including cataracts, 
vib'eal and retinal disease, 
refractive errors and presby
opia, do not respond to drug 
therapies but can be cor
rected or treated with sur
gery. Alcon provides the 
most comprehensive offer
ing of high-quality oph
thalmic surgical products in 
the eye care industl)(. Our 
sales of surgical products 
and services increased 
6.0% in 2002 to $1.44 bil
lion, or 48% of our total 
sales. Alcon's surgical busi
ness has become the clear 
leader with an estimated 
45% of the global market 
for ophthalmic surgical 
products. We have consis
tently enhanced the capabil
ities of the equipment and 
supplies used by doctors 
to treat these conditions. 

Most eye problems 
addressed surgically are 
associated with aging, so 
the number of people who 
need eye surgery will grow 
as the baby boom genera
tion enters the age range 
when eye disease and 
visual dysfunction become 
more common. Additional~ 
the number of ophthalmolo
gists in developing countries 
trained to perform eye sur
gery increases every year. 
Our global presence and 
40 clinical training centers 
around the world increase 

the likelihood that surgeons 
in these countries are 
trained on Alcon equipment 
Armed with our advanced 
technology, we expect these 
surgeons to play a major 
role in treating the large 
pool of patients suffering 
from cataracts in counbies 
where cataract surgery is 
not yet commonplace. 

Alcon's pipeline of new 
surgical products embodies 
innovative designs to aid 
surgeons in restoring and 
preserving sight. A key 
product we plan to intro
duce in 2003 is the lnfinitf™ 
vision system, which adds 
the AquaLase® liquefaction 
device to cunerrt lens 
removal technology. 
AquaLase® uses pulses of a 
surgical solution to safely 
break up and remove lens 
material. 

We have high hopes for 
our new intraocular lenses 
OOLs). IOLs are used to 
replace the human crys
talline lens after it has been 
removed. Wrth a CE mark 
already in hand, we expect 
to receive United States 
Food & Drug Administration 
(FD.A) approval of the 
AcrySor Natural IOL in 
2003. AcrySof" Natural is 
specially designed to mimic 
the light-filtering properties 
of the human crystalline 
lens by filtering high fre
quencies of blue light asso-

ciated with retinal damage. 
Other planned additions to 
the AcrySor family include 
a toric version to correct 
astigmatism in 2004 and 
AcrySof® ReStor™, which is 
designed to allow patients 
to eliminate or significantly 
reduce their dependence 
on eyeglasses for distance 
and near vision after their 
natural lens has been 
removed. This exciting new 
lens is scheduled for intro
duction in 2003 in selected 
international markets and in 
2005 in the United States. 

Cataract surgical 
products 

As people age, the eye's 
natural crystalline lens hard
ens and becomes clouded, 
which can impair vision and 
eventually lead to blindness. 
Thanks to modern micro
surgical equipment and 
techniques to remove and 
replace the clouded lens, 
this debilitating condition 
can be addressed in a safe 
and highly successful surgi
cal procedure. For this rea
son, cataract surgery has 
become one of the most 
frequently performed med
ical procedures in the devel
oped wortd. Cataract sur
gery involves the use of a 
wide variety of products, 
including IOLs, sophisti
cated electronic equipment, 

., 
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s to tmg instruments, sutu · replaces i~ with an IOL. The laser that reshapes the FDA approval of a wave- Over the last ten years, 
ude inigating solutions and · purJ>O!.:~ of this lens is to cornea to the desired front-guided refractive p~ Alcon has assembled a 
:t coelastic devices (com- 1 rep!200 the function of the curvature. LASIK is an elec- cedure, and we launched portfolio of high-quality pre-\ 
Ki pounds that protect sur•:, ri.-, ~:.-u ..i'. lens and property tive procedure that most this new technology in the cision equipment and hand-
ch is rounding ocular tissue ~ foclrJ lig'.,t on the retina patients pay for themselves, fourth quarter of 2002. held microsurgical instru-
ms maintain the structural I to re:-.~ vision. Alcon's so it is highly affected by ments that vitreoretinal 
intly integrity of the eye duzj: Ac,vSof lenses were by the economic environment Vrtreoretinal surgical surgeons depend on to 
ice surgery). '. far ttle most frequently Nevertheless, in 2002 doc- products perform these delicate p~ 
ince The suec-nss of Al . imp~::nted foldable lenses tors performed more than cedures. Our flagship 
,eir cataract business toda"(; in U,:; d:::v('loped world two million LASIK proce- Cataracts and refractive product in this arena is the 

dures around the world. errors are relatively com- Accurus® surgical system, 

1 new senes ~ \,Cll,Ol·a\,' .1.:.,., •: .. Vl,l:_1 111c111\t:l :»r1c:1n: We beli~e Alcon's !11~~ but diseases of and whic~ we estimate was 
mro- removal system. This ~ exr-c.:zrl1ng 40%. After LADARVision® 4000 1nJunes to the eye's poste- used 1n more than half of 
!C1:ed tern uses ultrasound an7 be ,i 'J 1,'liroduced in 2001, excimer laser is the most rior segment and retina are all vitreoretinal procedures 
and in mechanical action to b~ the '= :1?,le-piece version advanced refractive laser rarer and more challenging. performed globally in 2002. 
rtes. up the cataract, along_ v{of !I·12 ActySof now com- system on the market The posterior segment con- We delivered a complete 

today. Wtth a true small- 1ains vitreous, a clear, jelly- software upgrade to the 
spot laser beam and the like substance that provides Accurus® in 2002 and ere-
fastest and most precise structural integrity to the atecl a new performance 
eye tracker, it has gained a eye. VISUal impairment s1andartl for vitreoretinal 
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LJipment, the sumeon removes ~5:~t. (laser assisted in situ each patient Alcon was the catecl and require special- like the retina. 
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Consumer Products 

Wrth a 19% share of the fessional recommendations eyecare professionals, many 20 years ago, but only 

global market, Alcon is the to consumers because of of whom have expanded recently have we gai 

second largest manufac- Alcon's dedication to apply- their primary eye care role in leadership position in 

turer and marketer of con- ing quality science to devel- managed care organizations. lens disinfection in 

sumer products for the eye oping all our consumer Our U.S. consumer sales largest and most im 

(excluding eyeglasses or products. We implement a force calls on these eye doc- markets, the United 

contact lenses, which we do comprehensive program of tors and our sales people and Japan. This is the 

not make or selQ. Our port- clinical studies to support have been trained to pro- of diligently applying 

folio of products includes the science behind our mote not only our consumer research efforts to 

contact lens care solutions, products. In the U.S., Japan products, but also our entire superior lens cleaning 

artificial tears and ocular and several other markets, line of pharmaceutical terns that can bed" 

vitamins. Within these three we also use consumer products applicable to an ated in the minds of 

main areas, Alcon is the advertising programs to optometrist's practice. eye care professional 

market leader in the multi- generate awareness of our We also gain synergies in contact lens wearers, 

purpose soft lens disinfec- products and the new and the research and develop- ported by aggressive 

tion markets in the United differentiated benefits they ment and manufacturing of keting and sales e 

States and Japan, and the deliver. We believe the com- our consumer products. For In 1999, we introd 

number two company glob- bination of these two mar- example, the effort that goes a solution that clea 

ally in total contact lens keting sbategies is integral into the development of disinfected so well 

solutions, artificial tears and to our success with eye some of the preservatives 
ocular vitamins. Total con- care professionals and con- for our contact lens solu-
sumer eye care sales for sumers in this segment of tions can also be applied to 

\ 
2002 were $480 million, the ophthalmic market. preservatives in our pharma- No Rub™ multi-pu 

4.1 % ahead of the previous An important aspect of ceutical products. Finally, the disinfecting solution. 

year, which represented our consumer eye care production volumes associ- revolutionary prod 

16% of our total revenues. business is its contribution ated with many of our con- significantly en 

Consumer eye care prod- to our position as the lead- sumer products conbibute position in the 

ucts are sold primarily over ing provider of ophthalmic to the cost efficiency of our care market. Upon · 

the counter through drug pharmaceuticals. Optom- manufacturing processes at duction in the Un· 

stores and other retailers etrists in the U.S. that rec- several of our plants. OPTI-FREE 
in the United States and ommend our consumer No Rub™ rapidly gai 
through opticians elsewhere products also prescribe Contact share in this com 

in the wor1d. Although con- with increasing frequency lens care market, going from 1 
sumers purchase most of ophthalmic drugs to treat the beginning of 2 

these products at retail, many eye diseases and Contact lenses are worn by 26% by the end of~ tears 
their purchase decisions conditions. In fact, oph- millions of people around The innovative be;f dry eyes 

are highly influenced by the thalmic prescriptions the wor1d, and every user of this product were 
product recommendations written by optometrists needs to keep his or her demonstrated in 

given to them by eye care approached 10% of our lenses clean, clear and free when we were 1he 

professionals, including total prescription volume from germs that might only company to 

ophthalmologists, optom- in the United States. cause eye infections. Alcon FDA approval for a 

etrists and opticians. We Alcon is well-positioned entered the contact lens of "lasting Co 
believe we earn their pro- to meet the needs of these care business more than labeling. Alcon ach" 
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----- -,, -----------.. reduced mucin production to improve effectiveness many people do not receive 

!Cl 
- ~~ ~ ~ superior or inflammation. Dry eye in patients with severe sufficient levels of these 

role in 
.. - :,,,."']??J-rREE' ' also is associated with envi- symptoms. vitamins, ophthalmologists 

:JtionS. 
' ~ \:s ) ;,:J"~ l ., COffl- ronmental pollution and In 2002, Alcon com- frequently recommend \ 

' 

es 
',I-, i ::._ ~!ling lifestyle changes, but age pleted development of a specially formulated eye 

edoc-
~ I : .J.Jtions. We and hormonal changes are revolutionary product that vitamins for patients who 

pie 
, 1 .I'.,. 1~ tn:.s attrib- more important factors, we believe will bring a new are at a higher risk of retinal 

;r:._ - , :..:::onal especially in women after level of relief to people disease. The publication of 
KO-

sumer 
/ 10ctober20m" menopause. As a result, the suffering from dry eye this sb.ldy led to an acceler-

·entire 
:"c:-d consumer global market for products symptoms. Systane ™ dry ation of demand for ocular 

ti 
,· : , j th.; first quar- to treat dry eye conditions eye therapy has a unique vitamins in 2002. 

>an 
·r , :. fl f: I-. :r!)eet is growing in the range of formula that bonds with To meet the needs of 

. -~ - -__ '"l't~''.'lts to 6% to 8% annual~ damaged portions of the this rapidly growing market, . .. •j,'· .:Jwareness Doctors primarily have 
gies in 

cornea to form a protective Alcon introduced /CAPS® 

elop-
· • '.11~ · rm-:.:~1e our used artificial tears to treat layer, allowing the body to AREDS ocular vitamins in 

ring of 
~ ~<-L:' contact the symptoms of dry eye repair the damaged por- 2002. This is a reformula-

;ts.For 
- ;t-_. and provide temporary relief tions of the cornea. Clinical tion of our previous /CAPS® 

latgoes 
I ... • [l1 roducts for this irritating condition. sb.ldies demonstrated vitamins to include all the 

tof 
_ criJ c'.~ning Periodic application of these that Systane ™, launched vitamins and compounds 

mves 
l . •-:-.~ - ,:' ~ products works relatively in ear1y 2003, provided the AREDS sbJdy found 

solu-
1 --,,-r-\ led by well for intermittent cases relief by reducing both the beneficial to the health of 

·---.,._ -'I ) 

plied to 
. - ~ ), 1lUrpose of moderate dry eye. More signs and the symptoms the eye. We expanded our 

pt,arma-
. ' . j ~:=ning severe, chronic cases re- of dry eye better than the promotion of this product 

inally, the 
• ; .·_ • C ~~ .. i full linE quire frequent application leading artificial tear on the to reach all eye care pro-

associ-
.--1 1:::ooucts. and products that include market today. fessionals who recommend 

urcon-
'' .,..,t, rnclude special polymers and other vitamin therapy, with a 

,tribute 
. ·,r; r.:·.'Jetting compounds to make them Ocular special focus on retinal 

-;yofour 
,~.JC_~, protein more effective. vitamins specialists. Our strong 

:esses at 
. ,l t ·:;_--:;, lenses Alcon currently sells a relationships with these 

s. 
. Lil L~: eye and variety of artificial tears, Recently published results surgeons, who are the 

(', -~Ir,.,_. including Tears Natura/e® from long-term clinical specialists who treat most 

Forte lubricant eye drops sb.ldies demonstrate that AMO patients, should help 

for mild to moderate dry certain vitamins have a us gain increased physician 
eye conditions and Bion® beneficial impact on eye recommendations for 

~worn by 26% bymeenu u• "- . Tears lubricant eye drops health. The Age-Related /CAPS® vitamins in the 

around The innovative for more severe cases. Eye Disease Study (AREDS) coming years. We believe 

~user of this product were { Tears Naturale® Forte is conducted by the National /CAPS® AREDS formula has 

or her demonstrated in 2002· J] :_, ·:!8'.Krience very similar to natural tears Eye Institute revealed that a bright future as the popu-

1randfree when we were the fi r , , , 1:ooic eye dis- in composition but includes consumption of high levels lation ages and more peo-

only company to rece' - -, - · .., by corneal a polymer that helps re- of antioxidants are associ- pie become aware of the 
night 

- ' - __,. ,,:,.·_ 

)ns.Alcon FDA approval for a I •t ::::1 may be tain moisture in the eye. ated with reduced inci- benefits of ocular vitamins 

1ct lenS of "Lasting Comfort''· : ,:!',' l.'.NI L:::: pro- Bion® Tears adds zinc and dences of age-related mac- in reducing the incidence of 

>re than 
•-"'-1;...,. AIN\n achiel: , c: i:.;- tear qual~ bicarbonate to the formula ular degeneration. Because retinal disease. 
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Management Team 

Chairman, President and Chief Executive Officer (1) 

Senior Vice President, Alcon International (2) 

Senior Vice President, Alcon United Staites (2) 

Senior Vice President, Global Manufacturing and Technical Support (2) 

Senior Vice President, Finance and Chief Financial Officer (1) 

Senior Vice President, Research and .Development (2) 
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Financial Highlights 

Alcon has now completed 
its first year as a public 
company and I am pleased 
to report strong financial 
results for 2002. In the fol
lowing pages, you will find 
a detailed management 
discussion and analysis 
of these results, which I 
encourage you to read 
along with our entire Form 
20-F to gain a more com
plete understanding of 

Sales (in millions) 

00 

$3,009 

$2,748 

01 02 

Alcon's 2002 financial 
performance. However, 
before you turn the page, 
I would like to take this 
opportunity to highlight the 
key financial metrics ·that 
drove our performance 
during the year. As you 
will see, Alcon is off to a 
great start as a public 
compan}t Nevertheless, we 
know performance is not 

measured by one year, 
but rather by the consis
tent delivery of earnings 
growth and increases in 
shareholder value. This is 
~ ~ --

Operating Income before 
Amortization (in millions) 

$778 

- -· 
.. 

'. - -
=____: 4- ==~ 

- ....:__ = -==-- == 
-

. - . 
- . - - -

00 01 02 

what we intend to deliver 
to you for many years into 
the future. 

Our financial success in 
2002 began with healthy 
and balanced sales growth 
across our major product 
lines. Global sales reached 
$3.01 billion, which repre
sented a 9.5% increase 
compared to 2001. Our 
U.S. business grew a 
healthy 11.5%, while sales 
outside the U.S. gained 
7 .3%. Excluding foreign 
currency fluctuations, our 
global sales would have 
grown 10.0% in 2002. 
Pharmaceutical sales 

increased 17A% over 
2001, driven mainly by 
underlying growth in most 
product categories, as well 
as by market share gains 
within them. The pharma
ceutical growth rate also 
benefited from more severe 
than normal allergy sea
sons in the U.S. and from a 
rapid buildup of Travatan® 
ophthalmic solution sales 
since its introduction in 
April 2001. Broad market
share gains in cataract and 
vitreoretinal procedures 
and intraocular lenses, 
somewhat offset by a 
decline in refractive sales 
due to a weak market for 
LASIK surgery, drove surgi
cal product sales 6% ahead 
of 2001. Sales of consumer 
eye care products rose 
4.1 % over 2001, in line 
with our expectations for 
this segment in a flat mar
ket environment 

Alcon entered 2002 with 
a global sales, marketing 
and manufacturing infra
structure already in place 
around the wor1d. Even 
with the expansion of our 
U.S. sales force, we grew 
selling, general and admin
istrative expenses more 
slowly than sales. This 
allowed us to invest addi
tional funds in research 
and development projects 
and absorb several one
time charges without com-

ment 
actions were consi:m:1~ 
with our long-standi 
strategy of investing 
drive future growth. 
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strategy of investing 
drive future growth. 
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flow 1hat are then reinvest
ed into more research. 
More simply put, product 
flow equals cash flow, and 
Alcon has over 50 years 
experience delivering prod
uct flow through the com
bination of our research 
and sales and marketing 
organizations. 

Strong operational cash 
flow combined with diligent 
asset management allowed 
us to reduce our net debt 
by almost $500 million 
since our IPO in March 

Net Earnings (in millions) 

$467 

$332 

00 01 02 

(adjusted for the redemp
tion of Nestle-owned pre
ferred stock with IPO pro
ceeds). Net debt reduction, 
along with lower interest 
rates, drove net interest 
expense down by $29.5 
million in 2002. We also 

benefited from a significant 
decline in our effective tax 
rate, partly as a result of 
a change in accounting 
standards, but also due to 
settlements of certain tax 
audits and changes in the 
mix of income earned in 
various countries. These 
financial factors had a rela
tively large impact on our 
earnings in 2002, but are 
not expected to be as 
important, in a relative 
sense, to earnings growth 
going forwartl. 

Balanced sales growth 
from new products, market 
growth and share gains, 
combined with operational 
leverage, reduced interest 
costs, and a lower tax rate 
pushed net earnings 1o ·· 
$466.9 million in 2002, 
47.9% ahead of last year. 
All in all, 2002 was a suc
cessful first year for us as a 
public company and our 
results bolstered Alcon's 
financial sbength, leaving 
us with the financial flexi
bility that is so critical to 
the continuation of our 
value creation cycle. 

Alcon is a new company 
to many of our sharehold
ers, but we have been 
building our leadership 
position in this industry for 
over half a century. During 
that time we have learned 
that our financial success 
is not just about the next 

quarter's numbers. Instead, 
it is about remaining intent
ly focused on the longer
term opportunities that 
exist in our industry and 
maintaining a high ethical 
standartl in our business 
conduct. We are a compa
ny that cares deeply about 
our reputation with our 
customers, our employees, 
our communities and our 
shareholders. I want to 
reassure you that Alcon 
is committed to reporting 
our financial results with 
integ~ clarity and trans
pa~ Furthermore, even 
though we have had good 
financial controls and pro
cedures in the past, we 
have strengthened them 
even further in the last year 
to take into account the 
financial reporting obliga
tions that accompany our 
new status as a public 
company and new laws 
reflecting heightened 
concerns about corporate 
governance. 

Thank you for your 
support and confidence 
in Alcon. 

4\~ 
Jacqualyn Fouse 
Senior Vice President, 
Finance and 
Chief Financial Officer 
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Alcon achieved 
or exceeded 
our financial goals 
each quarter of fiscal 2002. 
Our unwavering focus 

and 31.:21 

eye care professionals, 
patients and consumers 
is what has driven and 
will continue to fuel 
Alcon's growth. 
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Management's 
Discussion and Analysis 
of Financial Condition 
ancd! Resu~ of Operations 

You should read the following discussion and analysis 
in conjunction wffh our financial statements and notes 
thereto included elsewhere in this report This Manage
ments Discussion and Analysis of Financial Condition and 
Results of Operations contains forward-looking statements. 
Please see "Cautionary Note Regarding Forward-Looking 
Statements" for a discussion of the risks, uncertainties 
and assumptions relating to these statements. 

Overview of Our Business 

General 

Alcon, Inc. and its subsidiaries develop, manufacture and 
market pharmaceuticals, surgical equipment and devices 
and contact lens care and other vision care products that 
treat eye diseases and disorders and promote the general 
health and function of the human eye. Founded in 1945, 
we have local operations in over 75 countries and our 
products are sold in more than 180 countries around the 
world. In 1977, we were acquired by Nestle S.A. Since 
then, we have operated largely as an independent com
pany, separate from most of Nestle's other businesses 
and have grown our annual sales from $82 million to over 
$3.0 billion primarily as a result of internal development 
and selected acquisitions. In March 2002, Nestle sold 
approximately 25% of its ownership of Alcon through 
an initial public offering ~PO). 

We conduct our global business through two business 
segments: Alcon United States and Alcon International. 
Alcon United States includes sales to unaffiliated cus
tomers located in the United States of America, excluding 
Puerto Rico. Alcon United States operating profit is derived 
from operating profits within the United States, as well 
as operating profits earned outside of the United States 
related to the United States business. Alcon International 
includes sales to all other unaffiliated customers. Each 
business segment markets and sells products principally 
in three product categories of the ophthalmic market 
(i) pharmaceutical (e.g., prescription ophthalmic drugs); 
00 surgical equipment and devices (e.g., cataract, vitreo
retinal and refractive); and OiO contact lens care (e.g., 
disinfecting and cleaning solutions) and other vision 

care p~ucts (e.g., artificial tears). Business segment ·: in the United S1ates, 
operations generally do not include research and dev~ use third-party data 11 
ment, manufacturing and other corporate functions. We ! and cost ~ 
market our products to eye care professionals as well as! products. Moreover. t 
to the direct purchasers of our products, such as hospi- : positions on for ~ 1 

tals, managed care organizations, government agenciesl' duce medically :::,J 
entities and individuals. from our competitors 

Market Environment \ The prospect of a Me 
Demand for health care products and services is increif'; puts additional presst] 
ing in established markets as a result of the aging of tht progra':"'s cost by COf1 
population and the emergence of new drug therapies~ to ~rg!cal facilities. 
treatments for previously untreatable conditions. Likewe maintain premium pn 
demand for health care products and services in emerg1 non-differentiated p,ol 
markets is increasing primarily due to the adoption of '. ~ures are being 
medically advanced technologies and improvements in higher cost is accomp 
living standards. As a result of these factors, health cal\1 ~ for Medicare bE 
costs are rising at a faster rate than economic growth ! = challenge by~ 
in many countries. This faster rate of growth has led gal • ~ to M 
ernments and other purchasers of health care produc!Si pipeline are cost effeci 
and services, either directly or through patient reimbur,'i compared to 1heir mecl 
ment, to exert ~ure on the prices of health care , Outside of the United ~ 
products and sennces. These cost-containment efforts . ment of patients and h 
vary by jurisdiction. · for health care producl 

In the United States, Medicare reimbursement policies . and, in the case of ~ 
and the influence of managed care organizations conth than those in the Un~ 
to impact the pricing of health care products and sel'Vii government reimbu~ 
For example, a Medicare prescription drug benefit pro-·. spread, governments ~ 
gram is being considered which would present opportt ~ic integration b 
ties and challenges for pharmaceutical companies. ~ :::entrocluction of the l 
states are also moving to implement more aggressive 1 ~rkels, as ITIOr'E 
price control programs and more liberal generic subsW requesting Prices for 1141 

tion rules that could ~It in price reducti?"5- In add~ :xn~rable ~ those in, 
managed care organizations use formulanes and their· ~nca, when:i 
buying power to demand more effective treatments ( . of health Cell 
at lower prices. Both governments and managed care' paid_ for by private heattl 
organizations have supported increased use of generi;:~ of _the popu~ 
phar_maceuticals at thee~ of branded p~rma· 1~ reg1011 have a sig 
ceuticals. We are well-positioned to address this marl,f for health care 
opportunity with Falcon Pharmaceuticals, Ltd., our ~example, _we have 
pharmaceutical business, which currently has the #1 T Argentina, one of our 
ket share position in generic ophthalmic phar_.,,....,. rffl

8 
result of economic cor 
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the United States, based on revenues in 2002. We also 
ir<t-party data to demonstrate both the therapeutic 

cost effectiveness of our branded pharmaceutical 
lucts. Moreover, to achieve and maintain attractive 

positions on formularies, we need to continuously intro
medically advanced products that differentiate us 
our competitors and are value priced. 

prospect of a Medicare prescription drug benefit 
, additional pressure on policy makers to offset the 

program's cost by controlling budge1s for reimbursement 
surgical facilities. This impacts our indus1rys ability to 

maintain premium pricing for older technologies and 
lifferentiated products. New technologies for surgical 

[ procedures are being challenged to substantiate that their 
hvier cost is accompanied by significant clinical improve

r -,+c for Medicare beneficiaries. We are preparing for 
llenge by gathering the scientific and clinical data 

demonstrate to Medicare that the products in our 
I pipeline are cost effective when their higher costs are 
II r.nmrn:ired to their measurable benefits. 

IUUISKJe of the United States, third-party payor reimburse
patients and health care providers and prices 

care products and services vary significantly 
the case of pharmaceuticals, are generally lower 

those in the United States. In Western Europe, where 
ment reimbursement of health care costs is wide

lll)read, governments are requiring price reductions. The 
1C0110mic integration by European Union members and 

luction of the euro are also impacting pricing in 
rmets, as more affluent member countries are 

(IIQUeSbng prices for health care products and services 
.rable to those in less affluent member countries. 
n America, where there is less government reim-

tusement of health care costs, many of our products are 
by private health care systems covering a small 
of the population. As a result, economic conditions 

region have a significant impact on prices and 
lamand for health care products and services. As one 
llranPle, we have recently experienced a decline in sales 

Argentina, one of our largest markets in the region, as 
of economic conditions in that counby. 

In most of the countries in Asia, average income levels are 
relatively low, government reimbursement for the cost of 
health care products and services is limited and prices 
and demand are sensitive to general economic conditions. 
However, many Asian countries have rebounded from the 
economic crises of 1997 and 1998 and demand for our 
products in this region has been rising. In addition, regu
latory approval times are long and costs are very high in 
Japan, which delays the marketing of our pharmaceutical 
products there. In Japan, the National Health Minisby 
reviews pharmaceutical prices of individual products 
biannually. In the past, these reviews have resulted in 
price decreases. In April 2002, a round of overall price 
decreases went into effect, including a reduction in the 
total reimbursement amount for cataract and vitreoretinal 
surgery procedures, which puts downward pressure 
on products we supply. We expect a similar price review 
in 2004, in line with the Japanese government's previously 
announced plan for controlling health care costs. 

Currency Fluctuations 

Our products are sold in over 180 countries, and we 
sell products in a number of currencies in our Alcon 
International business segment. Our consolidated finan
cial statements, which are presented in U.S. dollars, are 
impacted by currency exchange rate fluctuations through 
both translation risk and transaction risk. Translation risk 
is the risk that our financial statements for a particular 
period are affected by changes in the prevailing exchange 
rates of the various currencies of our subsidiaries relative 
to the U.S. dollar. Transaction risk is the risk that the 
currency structure of our costs and liabilities deviates 
to some extent from the currency structure of our sales 
proceeds and assets. 

Our translation risk exposures are principally to the 
euro and Japanese yen. With respect to transaction 
risk, because a significant percentage of our operating 
expenses are incurred in the currency in which sales 
proceeds are received, we do not have a significant net 
exposure. In addition, substantially all of our assets which 
are denominated in currencies other than the U.S. dollar 
are supported by loans or other liabilities of similar 
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amounts denominated in the same currency. From time to 
time, we purchase or sell currencies forward to hedge cur
rency risk in obligations or receivables; these transactions 
are designed to address transaction risk, not translation 
risk. Our Japanese and South African subsidiaries pur
chase goods from some of our subsidiaries in U.S. dollars 
and hedge a portion of these intercompany liabilities using 
forward conb'acts. We have not experienced significant 
gains or losses as a result of these hedging activities. 

Operating Revenues and ExpenseS 

We generate revenues largely from sales of ophthalmic 
pharmaceutical products, ophthalmic surgical equi 
and devices and contact lens care and other vision care 
products. our operating revenues and operating i 
are affected by various factors including unit volume, 
price, currency fluctuations, acquisitions, licensing and 

Generally, a weakening of the U.S. dollar against other 
currencies has a positive effect on our sales and profits 
while a strengthening of the U.S. dollar against other 
currencies has a negative effect on our sales and profits. 
We experienced negative currency impacts as a result of 
the strengthening of the U.S. dollar during 2002, 2001 and 
2000. In 2002, we experienced the positive effect of the 
weakening of the U.S. dollar against the major European 
currencies; however, this positive effect was offset by the 
increase in the value of the U.S. dollar versus the Japanese 
yen and Latin American currencies. During 2001, the 
primary cause of the negative currency impact was the 
strengthening of the U.S. dollar against the Japanese yen 
and the major European currencies, with lesser negative 
impacts relating to the Canadian, Australian and Brazilian 
currencies. During 2000, the negative currency impact 
was primarily due to the increase in the value of the 
U.S. dollar versus the major European currencies. We refer 
to the effects of currency fluctuationS and exchange rate 
movements throughout this "Management's Discussion 
and Analysis of Financial Condition and Results of Opera
tions;' which we have computed by applying translation 
rates from the prior comparative period to the more recent 
period amounts and comparing those results to the more 
recent period actual results. 

mix between lower-margin and higher-margin products. 

Sales of ophthalmic pharmaceutical products are pri 
driven by the development of safe and effective prod 
that can be differentiated from competing products in 
the treatment of ophthalmic diseases and disorders 
increased market acceptance of these new products. 
Inclusion of pharmaceutical products on managed 
formularies covering the largest possible number of 
patientS is another key competitive factor. We face · 
cant competition in ophthalmic pharmaceuticals, incl 
competition from other companies with an ophthalmic 
focus and from larger pharmaceutical companies. In 
eral, sales of our pharmaceutical products are not 
by general economic conditions, although we face 
sure to reduce prices from governments and United 
managed care organizations. We experience seasot 
our ocular allergy medicines, with a large increase in 
in the spring and a lesser increase during the fall. 
of goods sold for our pharmaceutical products include 
materials, labor, overhead and royalties. 

Our surgical product category includes three product 
cataract, vttreoretinal and refractive. Sales of our 
for cataract and vttreoretinal surgery are driven by 
logical innovation and aging demographic trends. 
the number of cataract and vttreoretinal surgical p 
dures is not generally affected by economic concl""' 
We believe that our innovative and leading technologj l goods 
our ability to provide customized O,e., tailored to each 
geon's preference} surgical procedure packs with a IYi: l!ll'lnbrt 

range of proprietary products are the keys to our 
in these product categories. Sales of our refractive 
cal equipment and the related technology fees are 
by consumer demand for laser refractive su~ We 
lasers and other surgical equipment used to perform 
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refractive suf9eries and, in the United States, charge a 
technology fee for each surgery performed (one eye equals 

1rgery). Outside of the United States, we generally 
charge a technology fee, although we charge a 

technology fee when our LADARWalle'M Custom Cornea® 
Wavefront System is used to guide our laser to perform a 

ized procedure. Because governments and private 
companies generally do not cover the costs of 

refractive su~ sales of laser refractive surgical 
products and related technology fees are sensitive to 
c:hal iges in general economic conditions and consumer 
confidence. There is no significant seasonality in our 
IU'gical business. Costs of goods sold for our surgical 
products include raw materials, labor, overhead, royalties 

wammty costs. Operating income from cataract and 
vilreoretinal products is driven by the number of proce

which our products are used. Operating income 
refractive surgical equipment depends primarily 

number of procedures for which we are able to 
colect technology fees. 

our contact lens care products are driven by 
. ophthalmologist, optometrist and optician recommenda

lens care systems, our provision of starter kits 
re professionals, and consumer preferences 
convenient contact lens care solutions. Contact 
products compete largely on product atbibutes, 
!~ professional recommendations and price. 

of less-advanced cleaning methods, especially 
tCUSKJe of the United States, also affects demand for our 
Jcontact lens care products. There is no seasonality in 

contact lens care products, and we have expe
,.. .. """'4 little impact from general economic conditions 

although in low-growth economic environments 
may switch to lower-priced brands. Costs of 

sold for contact lens care products include mate-
,, overhead and royalties. Operating income from 

IMl'lt:ri lens care products is driven by market penetration 
volumes. 

Our selling, general and administrative costs include the 
costs of selling, promoting and disbibuting our products 
and managing the organizational infrastructure of our 
business. The largest portion of these costs is salary for 
sales and marketing staff. 

Research and development costs include basic research, 
pre-clinical development of products, clinical trials, regula
tory expenses and certain technology licensing costs. The 
largest portion of our research and development expenses 
relates to the research, development and regulatory 
approval of pharmaceutical products. During each of the 
years 2002, 2001 and 2000, a greater proportion of our 
research and development expenses were incurred during 
the second half of the year than during the first half. 

Our amortization costs relate to our acquisitions and the 
licensing of intangible assets. Effective July 7, 2000, we 
acquired Summit Autonomous Inc. for a total purchase 
price of $948.0 million, which resulted in goodwill and 
intangible assets of $954.5 million. Effective January 1, 
2002, Alcon adopted Statement of Financial Accounting 
Standards No. 142, ''Goodwill and Other Intangible Assets;' 
which requires that go:odwill and intangible assets with 
indefinite useful lives no longer be amortized, but instead 
be tested for impairment at least annuall}(, See note 3 to 
the consolidated financial statements. In the absence of 
new acquisitions, annual amortization expense on intan
gible assets with definite useful lives at December 31, 
2002 is estimated to decrease from $74.5 million in 2002 
to $51.4 million in 2007. 

In connection with the IPO, Alcon changed certain provi
sions of its 1994 Phantom Stock Plan. These changes 
resulted in a one time $22.6 million charge to operating 
income during the first quarter of 2002. 
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Results of Operations The following table ~ forth, for the_ periods indicated, r· change in sales in c 
our sales and operating profit by business segment sales are in U.S. doll 

The following table sets forth, for 1he periods indicated, 
selected it from I.dated fi · I statements. As a % of Sales ems our conso I nanc1a 2002 2001 2000 2002 2001 200 

As a % of Sales On millions, except percentages) 

2002 2001 2000 2002 2001 2000 Alcon United States: I· fin millions. r..-rr-~ ~ 
On millions, except percentages) Pharmaceutical $ 707.7 $ 582.9 $ 513.9 43.3% 39.8% 38.' Alcon lntarnational: 

United States $ 1,632.6 $ 1,464.6 $ 1,333A 54.3% 53.3% 52.2% Surgical 678.3 639.7 589.2 41.6 43.7 44.: 

International 1,376.5 1,283.1 1,220.2 45.7 46.7 47 .8 Contact lens 
-- - ---- care and other 

Total sales 3,009.1 2,747.7 2,553.6 100.0 100.0 100.0 
Costs of goods vision care 246.6 242.0 230.3 15.1 16.5 17 

sold 892.7 798.3 749.7 29_7 29_1 2QA Total sales $1,632.6 S 1,464.6 S 1,333.4 100.0% 100.0% 100'( Total: 

Gross profit 2, 116.4 1,949.4 1,803.9 70.3 70.9 70.6 Segment 
Selling, operating 

general and income1'1 $ 675.3 $ 544.7 S 527.7 41.4% 37.2% 39 

administrative 1,014.7 953.7 855.8 33.7 34.7 33.5 Alcon International: 

Research and Pharmaceutical $ 381 .8 $ 344.9 $ 322.3 27.7% 26.9% 2E.• (a) . 
development 323.5 289.8 246.3 10.7 10.5 9.6 Surgical 760_2 71s.o 674.7 55_2 55_9 55_, Currency effect is determi1 

In process Contact leris reported amounts. The same 
research and and ther growth. This measure provide 

care o constant 
development - - 18·5 - - 0. 7 vision care 234.5 220.2 223.2 17 .1 •., "' " CUITel'ley, as defined 

Amortization of Total sales $ 1,376.5 $ 1,283.1 $ 1,220.2 100.070 ,uv.u-,o '"" 1&..-
intangibles 74.5 111.0 sa.s 2.5 4.3 3.4 RM6T"endedDecembe,, 

- - ---------- - ---- - Segment • 
, Operating operating ended December 3 1, ; 
\ . income) 703.7 588.9 596.8 23A 21.4 23.4 income<'1 $ 428.1 $ 405.9 S 384.4 31.1 % 31.6% 31 Sales Gain ~oss _____ .....; ___ .....; ___ .....; ___ .....;.....; ___ -.: -- -

from foreign (1) Beginning in 2002, segment performance is measured based on sales111 Global• . 
cu~ net 4.2 (4.8) 0.1 0.1 (0.2) - operating income reported in accordance with generally accepted accountc • Global sales 1114 

Interest income 22.2 46.6 44. 1 0.8 1. 7 1. 7 principles in the United States (U.S. GAAP). Prior to 2002, Alcon measured 1 2002 from $2,747. 7 m 
Interest expense (53.8) (107.7) (86.3) (1.8) (3.9) (3.4) performance on the basis of International Accounting Standards. For consr of constant cu~ v 
Other, net 1.2 (9.1) - - (0.3) - tency of presentation, business segment information for 2001 and 2000 ha negative impact of ton: 

Earnings been restated on a U.S. GAAP basis. Certain manufacturing costs and nm growth was mostly COi' 
before turing variances are not assigned to business segments because most nm and Japan. 
income facturing operations produce products for more than one business segmert 

taxes 677.5 513.9 554.7 22.5 18.7 21.7 Research and development costs, excluding regulatory costs which are i Global sales growth wa 
Income taxes 210.6 198.3 223.0 7.0 7.2 8.7 in the business segments, are treated as general corporate costs and are rt . pharmaceutical busi 

Netearnings $ 466.9 $ 315.6 $ 331.7 15.5% 11.5% 13.0% assignedtobusinesssegments. inrevenuefor2002 ne , an 
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ides the change in sales 

~ in sales in constant currency calculated by applying rates from the ear1ier period. All of Alcon United States' 
in U.S. dollars, and therefore it does not experience any currency translation gains or losses. 

Change in Change in 

Constant Constant 
2002 2001 Change Currency'" 2001 2000 Change Currency'" 

$ 381.8 $ 344.9 10.7% 13.7% $ 344.9 $ 322.3 7.0% 13.5% 
760.2 11ao 5.9 5.6 718.0 674.7 6.4 14.2 
234.5 220.2 6.5 a1 220.2 223.2 (1 .3) 6.3 

$ 1,376.5 $ 1,283.1 7.3 8.3 $ 1,283.1 $ 1,220.2 5.2 12.5 

$ 1,089.5 $ 927.8 17.4 1a6 $ 927.8 $ 836.2 11.0 13.5 
1,438.5 1,357.7 6.0 5 .8 1,357.7 1,263.9 7A 11.6 

481.1 462.2 4.1 5.1 462.2 453.5 1.9 5.7 
$ 3,009.1 $ 2,747.7 9.5% 10.0% $ 2,747.7 $ 2,553.6 7.6% 11.1% 

Is deternried by comparing adjusted 2002 reported amounts, calculated using 2001 monthly average exchange rates, to the actual 2001 
anouits. The same process was used to compare 2001 to 2000. Sales change in constant currency is not a U.S. GAAP defined measure of revenue 

measure provides information on sales growth assuming that foreign currency exchange rates have not changed between years. Sales change in 
. currencv. as defined and presented by the Com~ may not be comparable to similar measures reported by other companies. 

~ Global sales increased 9.5% to $3,009.1 million in 
$2,747.7 million in 2001. Sales growth, in terms 

· constant cu~ was slightly higher at 10.0%. The 
impact of foreign currency fluctuations on sales 

mostly confined to Latin American counbies 

growth was led by the performance of our 
ilharmaceutical business which delivered $1,089.5 million 

for 2002, an increase of 17.4% (18.6% in con
rrency) over 2001. 1RAVAT~® our newest entrant 
glaucoma market, generated $70.9 million in global 
2002 compan!d to $15.8 million in 2001. The set

... ..,,,ll of all pending patent and trademark litigation over 
with Pharmacia Corporation during the fourth 

2002 assun!d Alcon's continued right to sell 
globally without restriction. Our major allergy 

llftXll,ICt, Patano/,• had .. ., outstanding year and generated 
1198.3 million ., 2002, a 28.3% (29.0% in constant 

currency) increase over 2001 sales of $154.5 million. 
2002 sales of our other key branded pharmaceutical 
products Tobradex,® Ciloxan® and Cipro® HC increased 
by 10.9%, 19.8% and 41.1%, respectively, over 2001. 

Global sales of our surgical business grew 6.0% during 
2002 to $1,438.5 million from $1,357.7 million in 2001. 
The growth was primarily attributable to cataract and 
vitrectomy products, which include intraocular lenses, 
surgical equipment, devices and disposable products. 
Sales of products in our refractive product line declined by 
$16.0 million, in line with the trend of the indusby in 2002, 
and reflected a slowdown in global economic activity that 
diminished both consumer confidence and demand for 
elective laser corrective surgery. Excluding the refractive 
line, sales for our surgical business increased 7 .6% to 
$1,377.9 million from $1,281.1 million. We initiated a 
voluntary recall and termination of our SKBM® micro
keratome product line during the fourth quarter of 2002 
due to a small number of complaints that the applanation 
glass on the head of the handpiece could loosen or 
become misaligned. SKBM® microkeratome sales in 2002 
were approximately $3 million. 
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Our global consumer eye care business, which consists 
of contact lens care and other general eye care products, 
grew 4.1 % (5.1 % in constant currency) to $481.1 million 
in 2002 from $462.2 million in 2001. Sales of OPTI-FREE® 
disinfectants accounted for over 50% of the consumer 
line, or $264.5 million, and grew 5.4% over 2001 sales 
of $250.9 million. 

United States: Sales in the United States increased 11.5% 
to $1,632.6 million in 2002 from $1,464.6 million in 2001. 
Sales in our pharmaceutical business were consistent 
with the global trend and were primarily responsible for 
the growth in U.S. sales, with 2002 sales of $707. 7 mil
lion, representing a 21.4% increase over 2001 sales of 
$582.9 million. Sales of TRAVATAN,® which was launched 
in the U.S. for glaucoma treatment in 2001, increased to 
$44.5 million in 2002 from $13.4 million in 2001. Strong 
double-digit growth rates in U.S. sales were achieved 
for key therapeutic market segments by our branded 
products Patano/® at 29.2%, Ciloxan® at 21.3%, Tobradex® 
at 12.0% and Cipro® HC at 42.8%. Late in 2002, we filed 
a New Drug Application with the United States Food and 
Drug Administration (FDA) for the ophthalmic use of moxi
floxacin, a fourth-generation fluoroquinolone antibiotic 
that we believe will be a significant advance in the topical 
treatment and prevention of ocular infections. 

Sales in our U.S. surgical business totaled $678.3 million 
in 2002, a 6.0% gain over prior year sales of $639. 7 mil
lion. Sales from our line of cataract and vitrectomy 
products increased 9.2% to $641.1 million in 2002 from 
$587 .3 million in 2001, but were offset by a decline of 
29.0% in the refractive line to $37 .2 million in 2002 from 
$52A million in 2001. We were pleased to receive FDA 
approval in late 2002 for our new LADARWave'M technol
ogy for customized wavefront-guided laser eye surgery in 
the treatment of myopia. Our consumer eye care business 
achieved modest growth of 1.9% in 2002 to $246.6 mil
lion from $242.0 million in 2001. Within the contact lens 
care line, sales related to our OPTI-FREE® disinfectant 
franchise increased 2.9% in 2002 to $143.0 million from 

$139.0 million in 2001 in a slow growing market seg
ment Following FDA approval, we commenced shippi ..• 
OPT1-FREE® EXPRESS® No Rub'" multipurpose disinfecti111 
solution during the fourth quarter of 2002 with our new 
"Lasting Comfort'' claim. 

International: Sales outside the United States increasec 
1.3% (8.3% in constant currency) to $1,376.5 million in 
2002 from $1,283.1 million in 2001. The market econon 
of Brazil and Argentina were largely accountable for 1hE 
negative impact of cunency exchange on sales growth. 
Sales growth in Japan, our second largest global maric 
lagged behind 2001 due to a weak yen and downward 
pricing pressures inflicted by reimbursement redu ~._. 
and new generic competition against our BSS Plus® 
surgical irTigating solution. The euro and other major 
currencies sbengthened against the U.S. dollar over 
the course of the year. 

Sales for our pharmaceutical business outside the 
United States in 2002 increased to $381.8 million from 
$344.9 million in 2001, registering growth of 10. 7% 
(13.7% in constant currency). TRAVATAN® was succes, 
fully launched in several major European markets in 
and recorded sales in more than 50 countries outside 
United States. Tobradex® and CiloxarfJ also made sign· 
cant contributions to the pharmaceutical business 
$55.5 million in 2002 sales. Sales of our international 
gical business increased 5.9% (5.6% in constant cum 
in 2002 to $760.2 million in 2002 from $718.0 million 
2001 with broad based growth across our line of 
and vitrectomy products. Sales from our refractive 
ness were also subject to difficult global economic co: 
tions and declined 3.3% (3.7% in constant currency) 
2002 to $23A million from $24.2 million in 2001. Ho 
in December 2002, the first international sale of our 
LADARWave'" custom ablation system was recorded · 
Australia. Sales for our consumer eye care business 
side the United States advanced 6.5% (8. 7% in COR 

currency) to $234.5 million in 2002 from $220.2 mill10 
2001. Our OPTI-FREE® disinfectant franchise grew 8.( 
(9.4% in constant currency) to $121.5 million in 2002 
$111.9 million in 2001. 

Gross Profit 
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Gross Profit 

profit increased a6% to $2, 116.4 million in the year 
December 31, 2002 from $1,949.4 million in 2001. 

However, gross profit as a percent of sales decreased 
~ in the year ended December 31, 2002 from 
n 2001. Some of this decrease was due to charges 
million in 2002 related to changes made to an 

employee deferred compensation plan (see note 1 to the 
lidated financial statements) and costs associated 

the write-off of SKBM® microkeratome inventory and 
related manufacturing equipment of $5.9 million, as well 

negative currency effects and variations in product mix. 
pact of these particular charges and costs reduced 

profit as a pen:et1t of sales for the year ended 
December 31 _ ?ll02 by 0.3 percentage points. 

9,eratiig~ 

generd, c:md administrative expenses increased 
$1,014.7 million in the year ended December 31, 

from $953. 7 million in 2001. This increase in 
~ included charges of $9.3 million in 2002 related 

made to an employee deferred compensation 
$14.1 million of customer refunds and other 

. associated with the decision to recall and terminate 
rnicrokeratome product line. Selling, general 
~ expenses decreased as a percent of 

33. 7% in the year ended December 31, 2002 
,7% in 2001. This percentage decrease is primarily 

overall attention to cost control, as well as lower 
•to-consumer advertising in 2002 as compared to 
and reduction of legal expenses as certain intellec

property dispute cases were settled in 2002. 

i1'Ch and development expenses increased 11.6% 
5323.5 million in the year ended December 31, 2002 

$289.8 million in 2001. This increase in research and 
lopment expenses represents a continued invesbnent 

~\across pharmaceutical and surgical products and charges 
lion incurred in 2002 related to changes made 

employee deferred compensation plan. Research 
evelopment expenses increased slightly as a percent 

to 10.7% in the year ended December 31, 2002 
0.5% in 2001. 

Amortization of intangibles decreased 36.3% to 
$74.5 million in the year ended December 31, 2002 
from $117 .0 million in 2001. The decrease is primarily 
due to the implementation of the Financial Accounting \ 
Standards Board's Statement of Financial Accounting Stan
dards No. 142, "Goodwill and Other Intangible Assets,'' as 
discussed in note 3 to the consolidated financial state
ments. In connection with the voluntary recall and termi
nation of the SKBM® microkeratome product line in the 
fourth quarter of 2002, a $5.9 million impairment loss on 
intangible assets was recorded as amortization. 

Operating Income 

Operating income increased 19.5% to $703. 7 million in 
the year ended December 31, 2002 from $588.9 million 
in 2001. Operating income was negatively impacted 
by charges of $16.6 million in 2002 related to changes 
made to an employee deferred compensation plan and 
$25.9 million of SKBM® microkeratome recall and ter
mination costs. Compared to 2001, operating income 
was favorably impacted by $42.5 million due to the change 
in accounting for goodwill and intangibles resulting from 
implementation of FASB Statement 142. The impact 
of these items on operating income was a decrease of 
$42.5 million in 2002 and $42.5 million in 2001. 

Alcon United States business segment operating income 
increased 24.0% to $675.3 million in the year ended 
December 31, 2002 from $544. 7 million in 2001. Operat
ing income was favorably impacted by $20. 7 million due 
to the change in accounting for goodwill and intangibles 
resulting from implementation of FASB Statement 142. In 
addition, gross margin improvements and reduced selling, 
general and administrative spending were partially offset 
by $12.6 million of costs associated with the decision to 
recall and terminate the SKBM® microkeratome. 
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Alcon International business segment operating income 
increased 5.5% to $428.1 million in the year ended 
December 31, 2002 from $405.9 million in 2001. Operat
ing income was favorably impacted by $21.8 million due 
to the change in accounting for goodwill and intangibles 
resulting from implemen1ation of FASS Statement 142. This 
favorability was offset by one time costs of $13.3 million 
related to the decision to recall and terminate the SKBM® 
microkeratome. Gross margins as a percentage of sales 
were negatively impacted due to the geographical sales 
mix and the difficult economic conditions in Latin America. 
Changes in exchange rates also negatively affected 
International business segment results. 

Operating income for the Alcon United States and Alcon 
International business segments does not include: (1) cer
tain manufacturing costs (e.g., manufacturing operation 
period costs and manufacturing variances); (2) all research 
and development costs other than regulatory costs; and 
(3) certain other general corporate expenses. Operating 
income for these two business segments is determined in 
accordance with U.S. GAAP. Prior to 2002, Alcon meas
ured performance on the basis of International Accounting 
Standards. For consistency of presentation, business 
segment information for 2001 has been restated on a 
U.S. GAAP basis. 

Interest and Other Expenses 

Interest income decreased 52A% to $22.2 million in 
the year ended December 31, 2002 from $46.6 million 
in 2001, as a result of lower short term interest rates in 
2002 and a lower average investment balance. Interest 
expense decreased 50.0% to $53.8 million in the year 
ended December 31, 2002 from $107.7 million in 2001, 
as a result of lower short term interest rates and lower 
average borrowings. 

Because the proceeds from the March 2002 IPO of 
Alcon common shares were not used to redeem 1he 
preferred shares held by Nestle until May 29, 2002, 
were used to reduce short term borrowings and to 
short term investments during that period. If the p1 
share redemption had occurred at the time of the IPO, 
management estimates that interest expense, net of· 
est income, would have been approximately $9.5 mill' 
more than actually incurred. 

Other, net, for the year ended December 31, 2002 
reflected a $1.2 million gain on the sale of a mart<etal 
equity investment acquired as a result of the Summit 
acquisition. An impairment loss of $9.1 million was 
recorded in 2001 on this investment 

Income Tax Expense 

Income tax expense increased 6.2% to $210.6 million 
the year ended December 31, 2002 from $198.3 millio' 
in 2001, mainly due to higher earnings. The effective 
rate decreased to 31.1 % in the year ended December 
2002 from 38.6% in 2001 mainly due to a larger ·· 
our earnings relating to jurisdictions with lower tax 
than in 2001, tax settlements and the impact of imple, 
menting FASS Statement 142. 

Net Earnings 

Net earnings increased 47.9% to $466.9 million in the 
year ended December 31, 2002 from $315.6 million in 
2001. Excluding the impact of certain expenses for. 

· changes to an employee deferred compensation pl 
of $10.4 million, net of income taxes, SKBW micro
keratome recall and termination costs of $17.9 mill' 
net of income taxes, and the estimated impact of ti\: 
IPO proceeds on net interest expense of $6.5 milliOI'\ 
net of income taxes in 2002, and 

adjusting 2001 for tt 
$40.2 million, net 
ange in accounti 

marketable equity 
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ma net earnings 
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Actual to 

,-.ended December 3 · 
ended December 31, 20C 

Sala~s 

Global: Sales increased 7 
ended December 31 

mainly due to a we! 
:eluding the Sumri 

.5% negative cuner 
I U.S. dollar compare 

r-.mmit acquisition conbil 
2001 growth. At a ~ 

impact of the Sumi 
'o during this period 
, period experiencec 

•h:reased sales of our key I 
of 1R4VATAN.~ Sale 



e March 2002 IPO of 
ot used to redeem the 
e until May 29, 2002, 
m bom>Wings and to 
I that period. H the p1 
!d at the time of the IPO, 
rterest expense, net of ir 
approximately $9.5 mill" 

December 31, 2002 
n the sale of a marketable 
; a result of the Summit 
ss of $9.1 million was 
stmenl 

d 6.2% to $210.6 million 
, 2002 from $198.3 mm· 
earnings. The effective · 
,e year ended December 3 
1inly due to a larger portii 
lictions with lower tax 
, and the impact of imple-
2. 

1/o to $466.9 million in the 
>02 from $315.6 million in 
>f certain expenses for. 

~rred compensation plan 
me taxes, SKBMID micro-
1ation costs of $17 .9 mim 
ie estimated impact of 
st expense of $6.5 million, 
2,and 

ing 2001 for the impact of goodwill amortization 
$40.2 million, net of income taxes, to reflect the 2002 

change in accounting method and impairment loss on 
1rketable equity invesbnent acquired as a result of 

acquisition of Summit of $6.1 million, net of income 

ma net earnings increased 35.0% to $488. 7 million 
the year ended December 31, 2002 from $361.9 mil
in 2001. 

Actual to Proforma Reconciliation 

compensation plan 

estimated impact of IPO proceeds 

interest expense 

2002 2001 

$ 466.9 $ 315.6 

16.6 

(9.5) 

25.9 

9.1 

42.5 

(11.2) (5.3) 

$ 488.7 $ 361.9 

Mra-ended December 31, 2001 compared to year 
ended December 31, 2000 

Sales 

Clobal: Sales increased 7.6% to $2,747.7 million in the 
ended December 31, 2001 from $2,553.6 million in 

mainly due to a weighted growth of 9.2% in unit vol
~cluding the Summit acquisition) and offset in part 

3.5% negative currency impact due to the strength 
U.S. dollar compared to most major currencies. The 
it acquisition contributed 1.6 percentage points of 

2001 growth. At a constant exchange rate and exclud
the impact of the Summit acquisition, sales increased 

~ during this period. Our pharmaceutical sales dur-
;s period experienced growth of 11.0%, driven by 

l!h:leased sales of our key pharmaceutical products and the 
llulch of 7RAVATAN.® Sales of surgical products and con-

tact lens care and other vision care products grew 7.4% 
and 1.9%, respectively, during the period. Our surgical 
sales for the year ended December 31, 2001 included 
twelve months of sales of refractive products and related 
fees while our surgical sales for 2000 only included sales 
of refractive products from July 7, 2000 to December 31, 
2000, as a result of the Summit acquisition. 

United States: Sales by Alcon United States increased 
9.8% to $1,464.6 million in the year ended December 31, 
2001 from $1,333A million in 2000, principally from 
increases in unit volume {excluding the Summit acquisition) 
and a 2.4% increase in sales as a result of the Summit 
acquisition. Pharmaceutical sales by Alcon United States 
increased 13.4% to $582.9 million in the year ended 
December 31, 2001 to $513.9 million in 2000, with strong 
performance across major products, including TobraDex,® 
Patanol,® Ciloxan® and Cipro® HC Otic, and the launch of 
1RAVATAN.® Surgical product sales by Alcon United States 
rose 8.6% to $639. 7 million in the year ended December 
31, 2001 from $589.2 million in 2000, mainly due to the 
Summit acquisition, but partially offset by weaker refrac
tive sales during the.second haH of 2001, and growth of 
3.4% in sales of cataract and vitreoretinal products, mostly 
arising from increases in market share. Contact lens care 
and other vision care product sales by Alcon United States 
increased 5.1 % to $242.0 million in the year ended 
December 31, 2001 from $230.3 million in 2000. Most 
of this growth in contact lens care product sales resulted 
from market share gains by OP11-FREE® EXPRESS® 
NoRub;M partially offset by declines in sales of our daily 
and enzymatic contact lens care products. 

International: Sales by Alcon International increased 
5.2% to $1,283.1 million in the year ended December 31, 
2001 from $1,220.2 million in 2000, mainly due to a strong 
increase in unit volumes (excluding the Summit acquisi
tion) that was largely offset by a 7.4% decline due to 
negative currency fluctuations from the strengthening of 
the U.S. dollar against most major currencies. At a con
stant exchange rate and excluding the Summit acquisition, 
sales outside of the United States increased 11.8%, driven 
largely by growth across all major European countries, 
Canada, Taiwan and Brazil in addition to developing coun-
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bies in Eastern Europe and Asia. Pharmaceutical sales 
by Alcon International increased 7 .0% (or 13.5% excluding 
the impact of currency fluctuations) to $344.9 million in 
the year ended December 31, 2001 from $322.3 million in 
2000, mainly due to the registration and launch of Azopt® 
in additional counbies and to a lesser extent due to growth 
in sales of TobraDex.® Surgical product sales by Alcon 
International increased 6.4% (or 14.2% excluding the 
impact of currency fluctuations) to $718.0 million in the 
year ended December 31, 2001 from $674.7 million in 
2000 as a result of increases in sales of cataract products, 
particularly Ac,ySof® single-piece intraocular lenses, 
Custom Pales® and viscoelastics, which are viscous liquids 
used to maintain the shape of the eye during su~ and 
vibeoretinal products, together with additional sales asso
ciated with our acquisition of Summit, which accounted 
for almost half of the growth. Contact lens care and other 
vision care products sales by Alcon International declined 
1.3% (but would have risen 6.3% on a constant currency 
basis) to $220.2 million in the year ended December 31, 
2001 from $223.2 million in 2000 reflecting negative cur
rency fluctuations, which were largely offset by increased 
sales of OPT1-FREE® multi-purpose disinfecting solution in 
Japan. In most markets outside of Japan, the contact lens 
care market declined as consumers continued to convert 
to frequent replacement lenses and one-step multi
purpose disinfecting solutions, which sharply reduced 
sales of enzymatic and other daily cleaners. 

Gross Profit 

Gross profit increased a 1 % to $1,949.4 million in the year 
ended December 31, 2001 from $1,803.9 million in 2000, 
resulting in an increase in gross profit as a percentage 
of sales to 70.9% in the year ended December 31, 2001 
from 70.6% in 2000. This increase in gross margin was 
due mainly to strong sales of our pharmaceutical products 
and intraocular lenses and lower average manufacturing 
costs per unit, which offset the negative currency impact 
of the strengthening of the U.S. dollar during the last three 
quarters of 2001. 

Operating Expenses 

Selling, general and administrative expenses increased 
11.4% to $953. 7 million in the year ended December 31 
2001 from $855.8 million in 2000. This increase was 
mainly to an increase in the size of our sales force, prin
cipally in the second half of 2001, in connection with 
the launch of TRAVATAN® and other expenses related tc 
this launch and more frequent use of direct-to-consu 
advertising campaigns. Research and development 
expenses increased 17. 7% to $289.8 million in the yea 
ended December 31, 2001 from $246.3 million in 2000, 
excluding our write-off of in-process research and dM 
opment of $18.5 million in 2000 as a result of the Sum 
acquisition. This increase represented continued invest· 
ment across all major therapeutic areas. Amortization a 
intangible assets increased 35.3% to $117 .0 million in 
the year ended December 31, 2001 from $86.5 million 
in 2000 . .Amortization of intangible assets arising as a 
result of the acquisition of Summit (totaling approxi 
$72.0 million in 2001 and $36.0 million in 2000) is pri, 
responsible for this increase. 

Operating Income 

Operating income decreased 1.3% to $588.9 million in 
the year ended December 31, 2001 from $596.8 millioo 
in 2000 and decreased as a percentage of sales to 21 
from 23A% mainly due to increased selling expenses, 
research and development expenses and amortization. 

Alcon United States business segment operating i 
increased 3.2% to $544. 7 million in the year ended 
December 31, 2001 from $527. 7 million in 2000. This 
increase was due mainly to improved gross margins 
conb'OI of general and administrative expenses, which 
were partially offset by additional amortization expens 
associated with the Summit acquisition, an increase in 
size of our sales force and higher marketing expend· 
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Alcon International business segment operating income 
i1creased 5.6% to $405.9 million in the year ended 
December 31, 2001 from $384.4 million in 2000, reflecting 
~r gross margins and improved cost controls. 

Operating income for the Alcon United States and Alcon 
·national business segments does not include: (1) cer
manufacturing costs (e.g., manufacturing operation 

period costs and manufacturing variances); (2) all research 
cl1d development costs other than regulatory costs; and 

certain other general corporate expenses. Operating 
income for these two business segments is determined in 
accordance with U.S. GAAR Prior to 2002, Alcon meas

performance on the basis of International Accounting 
Standards. For consistency of presentation, business seg
ment information for 2001 and 2000 has been restated on 

U.S. GAAP basis. 

~ and Other Expenses 

Interest income increased 5. 7% to $46.6 million in the 
ended December 31, 2001 from $44.1 million in 

2000, due to higher levels of short term invesbnents. 
Interest expense increased 24.8% to $107. 7 million in 

year ended December 31, 2001 from $86.3 million 
2000, mainly due to increased expense (totaling 

approximately $60.0 million in 2001 and $33.0 million 
2000) arising from higher borrowings used to finance 
Summit acquisition. The foreign cunency impact 

decreased to a $4.8 million loss in the year ended Decem-
31, 2001 mm a $0.1 million gain in 2000. Other, net 
the year ended December 31, 2001 included a $9.1 mil

Ion impairment loss on a marketable equity investment 
ired ~ ~ result of the acquisition of Summit. 

Income Tax Expense 

Income taxes declined 11.1 % to $198.3 million in the year 
ended December 31, 2001 from $223.0 million in 2000 

a result of 1he 1axation of a larger portion of our eam
ings in jurisdictions with lower 1ax rates, thereby reducing 

effective tax rate to 38.6% during 2001 from 40.2% 
cuing 2000. 

Net Earnings 

Net earnings decreased 4.9% to $315.6 million in the year 
ended December 31, 2001 from $331.7 million in 2000. \ 
Excluding the impact of interest and amortization expense ' 
related to the acquisition of Summit, net of taxes, pro
forma net earnings would have increased by 7.7% in 2001 
from 2000. 

Actual to Proforma Reconciliation 

2001 
Percent 
Increase 

2001 2000 (Decrease) 

Qn millions, except percentages) 

Net earnings, as reported 

Summit acquisition interest 

Summit acquisition amortization 

Income tax effects of above items 

Proforma net earnings 

Sales by Quarter 

$ 315.6 

60.0 
72.0 

(36.5) 

$ 411 .1 

$ 331.7 
33.0 

36.0 
(19.0) 

$ 381.7 

The following table sets forth our sales by quarter 
since 2000. 

Unaudited 

2002 2001 

~nmillions) 

First $ 707 $ 655 
Second 809 746 
Third 744 676 
Fourth 749 671 

Total $ 3,009 $ 2,748 

(4.9)% 

7.7% 

2000 

$ 610 
699 

608 

637 

$ 2,554 

Our quarterly sales trends reflect seasonality in several 
products, including ocular allergy products and Cipro® 
HC Otic, in the form of increased sales during the spring 
months, which occur during the second quarter in the 
northern hemisphere. The sales increase during the fourth 
quarter of 2002 compared to third quarter was driven by a 
strong performance in our International business, primar
ily in the surgical product line. Sales of selected products 
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increased in the second quarter of 2000 due to promo
tional activities, which resulted in increased wholesaler 
inventory levels and decreased wholesaler purchases of 
these products in the third quarter of 2000. In the fourth 
quarter of 2000, we experienced an increase in wholesaler 
inventory levels, which we believe was due to expected 
price increases in 2001. 

Liquidity and Capital Resources 

Cash and lnvesbnent Availability 

At December 31, 2002, we had approximately $1.034 billion 
in cash and cash equivalents and invesbnents, a $168 mil
lion decrease from December 31, 2001. This decrease 
reflects uses of cash for financing activities of $752. 7 mil
lion and investing activities of $126.9 million in excess of 
cash provided by operations of $701.4 million during 2002. 

IPO-Related Activities 

The Company sold Alcon Germany to Nestle's German 
subsidiary effective January 1, 2001 for approximately 
$30 million, and, under the separation agreement, Nestle's 
German subsidiary sold it back to us effective January 1, 
2002, for approximately $42 million. Alcon Germany's 
results of operations have been consolidated by the 
Company and are reflected in all periods presented in 
the accompanying consolidated financial statements. 

On March 20, 2002, Alcon made a payment to Nestle 
of $1,243.4 million for dividends and return of capital. 
This payment was financed from existing cash and cash 
equivalents and additional short term debt. The entire 
payment was considered a dividend under Swiss law. 

In February 2002, prior to the IPO, Nestle converted 
69,750,000 AIC9n common shares into 69,750,000 
Alcon non-voting prefen'ed shares. On March 21, 2002, 
holders of Alcon common shares voted to redeem the 
prefen'ed shares for an aggregate redemption price of 
CHF 3.634 billion. The proceeds, net of related costs 
including taxes, from the IPO were used to redeem the 
preferred shares for $2, 188.0 million on May 29, 2002. 
No dividends were paid on the preferred shares. 

H the conversion of 69,750,000 Alcon common shares i 
Alcon preferred shares on February 25, 2002 had been 
delayed until the date of the IPO, earnings per share and 
the weighted average common shares for the year 
December 31, 2002 would have been less than reported 

Proforma 

Basic earnings per common share $ 1.51 

Diluted earnings per common share $ 1.51 

Basic weighted average common sha~ 305,878,040 

Diluted weighted average common shares 306,906,985 

As 
Reported 

$ 15' 

$ 1.5l 

On Marcil 20, 2002, Alcon's IPO was priced at $33.00 
share for 69,750,000 common shares. The net proceed! 
to Alcon from the IPO were $2, 189.0 million, after o- · 
expenses and taxes, and were used to redeem the pre, 
ferTed shares on May 29, 2002. 

Net proceeds of $219.1 million, after offering expenses 
and taxes from the subsequent exercise of the und 
ers' over-allotment option to purchase 6,975,000 com 
shares were used to reduce short term indebtedness. 

Preferred Shares of Subsidiary 

In May of 2000 Alcon Holdings, Inc. (AHQ, a wholly 
subsidiary of Alcon, issued four series of non-voting, 
convertible cumulative preferred shares, with Series A, 
and C denominated in Swiss francs and Series D 
nated in U.S. dollars. These shares were issued as pa~ 
the creation of a U.S. holding company that would be 
to make U.S. acquisitions. 

As part of a resbucturing of AHl's equ~ on November 
2002 Alcon sold to two financial investors all of the 
AHi Series A and B prefen'ed shares, 20,000 preferred 
shares, for a total sales price of 1.997 billion Swiss 
Alcon also contributed to AHi, as capital in kind, all of 
the Series C and D preferred shares it owned. After the 
sale, Alcon continued to own 100% of AHl's common 
shares and all voting rights in AHi. 

On November 26, 2002, AHi redeemed all of its o 
ing Series A and B preferred shares. AHi paid the inv 
an aggregate of 2,003 million Swiss francs for the 20, 
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preferred shares, which were immediately retired, and 
accrued dividends. AHi financed the redemption primarily 
with proceeds from the issuance of commercial paper. 

For the yenr ended December 31, 2002, earnings available 
to common shareholders and earnings per share were 
reduced by the prefened dividends and the excess of the 
redemption cost over the carrying value of the preferred 
shares, totaling approximately $3.9 million. 

Other Financing Activities 

In 2002, the Board of Directors approved the purchase 
of up to 2,000,000 Alcon shares to satisfy the exercise of 
stock options granted to employees. During 2002, Alcon 
purchased 193,500 treasury shares on the mar1<et for 
$7.9 million. 

The payment of dividends is subject to the availability of 
retained earnings or dividendable reserves under SWiss 
law, the proposal by our Board of Directors, and ultimately 
the approvd of our shareholders. Future dividend pay
ments will depend on various factors, including our net 

nings, financial condition, cash requirements, future 
prospects and other factors deemed relevant by our Board 
of Directors in their proposal for approval to the sharehold
ers. Subject to these limitations, we expect to declare 

dividend based on 2002 operations of CHF 0.45 per 
common share, or approximately $0.33 per common 
share, totaling approximately $102 million depending on 

:change rates. We anticipate that the dividend, if it is 
approved by the shareholders on May 20, 2003, will be 
paid on or ::d>out June 4, 2003. 

lnuesti Activities - ng 

Net cash used in investing activities in the year ended 
December 31, 2002 was $126.9 million, including 
$120.9 million of capital expenditures related to improve
ments in our manufacturing facilities and other i11frastruc
ue. During this period, we also acquired intangible assets 
at a cost of $2.8 million. Our annual capital expenditures 
over the last three years were $120.9 million in 2002, 
$127 A million in 2001 and $117.1 million in 2000, princi
paly to expand and upgrade our manufacturing facilities. 

In 2002 Alcon commenced construction of a $58 million 
expansion of its research and development facilities in 
Fort Worth, Texas, which is planned to continue through 
2003. The company also began a three-year expansion \ 
of its intraocular lens manufacturing facility in Huntington, 
West Virginia. Additional expenditures were made to 
upgrade and add capacity to other manufacturing facilities 
including those in Puurs, Belgium, Kaysersberg, France 
and Houston, Texas. We had capital expenditure com
mitments of $20.0 million at December 31, 2002, to 
expand and upgrade our manufacturing facilities and 
other infrastructure. We expect to fund these capital 
projects through operating cash flow and, if necessary, 
short term borrowings. 

Capital Resources 

We expect to meet our current liquidity needs, including 
the approximately CHF 139 million (or approximately 
$102 million} anticipated dividend payment, principally 
through cash and cash equivalents, the liquidation of short 
term invesbnents and, to the extent necessary, short term 
bonowings. We expect to meet future liquidity require
ments through our 'operating cash flows and through sales 
of commercial paper under the facility described below, 
the combination of which we believe would be sufficient 
even if our sales were adversely impacted. 

Credit and Conlmercial Paper Facilities 

As of December 31, 2002, Alcon and its subsidiaries had 
credit and commercial paper facilities of approximately 
$2.8 billion available wor1dwide, including a $2.0 billion 
commercial paper facility. As of December 31, 2002, 
$1,377.4 million of the commercial paper was outstanding 
at an average interest rate of 1.34% before fees. Related 
to this short term, floating interest rate bonowing, we 
have entered two $25.0 million interest rate swaps which 
have a net effect of fixing the interest rate of a portion of 
the outstanding amount at an average rate of 2. 77%, 
which is based on a two year rate at the time of initiation 
of the hedge. Nestle guarantees the commercial paper 
facility and assists in its management, for which we pay 
Nestle an annual fee based on the average outstanding 
commercial paper balances. In addition, we pay Nestle a 
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fee for serving as a guarantor on Japanese yen 5.0 billion 
($42.0 million) of bonds maturing in 2011 arranged by 
ABN AMRO for our subsidiary in Japan. Nestle's guaran
tees permit Alcon to obtain more favorable interest rates, 
based upon Nestle's credit rating, than might otherwise be 
obtained. We believe that any fees paid by us to Nestle for 
their guarantee of any indebtedness or for the manage
ment of the commercial paper program are comparable to 
the fees that would be paid in an arm's length transaction. 
The bonds contain a provision that may terminate and 
accelerate the obligations in the event that Nestle's owner
ship of Alcon falls below 51%. 

Alcon and its subsidiaries also had available commitments 
of $279. 7 million under unsecured revolving credit facili
ties with Nestle and its affiliates; at December 31, 2002, 
$117 .2 million was outstanding under these credit facili
ties. Alcon's subsidiaries had third-party lines of credit, 
including bank overdraft facilities, totaling approximately 
$503.9 million under which there was an aggregate 
outstanding balance of $278.2 million. These third-party 
credit facilities are arranged or provided by a number of 
international financial institutions, the most significant 
of which had the following aggregate limits: Citibank 
($135.9 million}; Mitsui-SUmitomo Bank ($71 A million}; 
Mizuho Bank ($63.0 million); and BBL ($42.4 million}. The 
majority of the credit facilities with Nestle and third parties 
are committed for less than one year and accrue interest 
at a rate consistent with local borrowing rates. In aggre
gate, these facilities had a weighted average interest rate 
of 5.0% at December 31, 2002. 

Critical Accounting Estimates 

Our discussion and analysis of our financial condition 
and results of operations is based upon Alcon's consoli
dated financial statements, which have been prepared in 
accordance with accounting principles generally accepted 
in the United States. The preparation of these financial 
statements requires us to make estimates and judgments 
that affect the reported amounts of assets, liabilities, 
revenues and costs, and related disclosures of contingent 
assets and liabilities. We base our estimates and judgments 

on historical experience, current conditions and various 
other assumptions that are believed to be reasonable 
under the circumstances, the results of which form 1he 
basis for making judgments about the carrying values oi 
assets and liabilities, as well as identifying and assessin; 
our accounting treatment with respect to commitments 
and contingencies. Actual results may differ from these 
estimates and judgments under different assumptions 
or conditions. 

We believe that the following accounting policies involve 
the more significant estimates and judgments used in~ 
preparation of our financial statements: 

Sales Recognition: The Company recognizes sales 
in accordance with the United States Securities and 
Exchange Commission Staff Accounting Bulletin No. 10i 
Sales are recognized as the net amount to be received 
after deducting estimated amounts for product returns 
and rebates. Product returns are estimated based on 
historical trends and current market developments. 
Rebates are estimated based on historical analysis 
of trends and estimated compliance with contractual 
agreements. While we believe that our reserves for 
product returns and rebates are adequate, if the actual 
results are significantly different than the estimated 
costs, our sales may be over or under stated. 

Inventory Reserves: The Company provides reserves 
on its inventories for estimated obsolescence or unmar 
ketable inventory equal to the difference between the 
of inventory and the estimated fair market value based 
upon assumptions about future demand and market 
ditions. If actual market conditions become less fav 
than those projected by management, additional inv 
reserves may be required. 

Allowances for Doubtful Accounts: The Company mail) 
tains allowances for doubtful accounts for estimated 
losses resulting from the inability of its customers to 
required payments. Management regularly assesses 11¥ 
financial condition of the Company's customers and 
the markets in which these customers participate. tf tlv 
financial condition of the Company's customers were t 

,, resutt 
make payments OJ 
allowa~ may b 

mpairment of Goe 
· Fiflc,n< · Accou 

Intangible Assets,'' 
QOOdwill, which 

price over fair valu 
intangible ~ 

light indicate COl1c 

:actors we conside 
: review for int 

1ificant Underp 
historical or projec 

1ificant change 
Of the acquired aSl 

iness; 
1nificant negativE 
1ificant decline 

asset for a sustainE 

When we determine 
assets may not be re 
flows based upon th 

,e factors, we lllE 

projected discounted 
determined by o 
the risk inherent 



11: conditions and various 
ieved to be reasonable 
esults of which form the 
out the canying values 
; identifying and assessi 
respect to commitments 
1lts may differ from these 
~r different assumptions 

ccounting policies inv, 
and judgments used in 
tements: 

1ny recognizes sales 
States Securities and 
ccounting Bulletin No. 101. 
~ amount to be received 
,unts for product returns 
ire estimated based on 
,ark.et developments. 
on historical analysis 
liance with conbactual 
that our reserves for 
re adequate, if the actual 
nt than the estimated 
,r under stated. 

:>any provides reserves 
d obsolescence or unmar• 
difference between the 

:t fair market value based 
-e demand and market 
lions become less favorable 
igement, additional inv, 

unts: 111e Company main-
accounts for estimated 
ility of its customers to 
lent regular1y assesses the 
1pany's customers and 
ustomers participate. If 
1pany's customers w ere to 

deteriorate, resutting in an impairment of their ability to 
make payments on our receivables from them, additional 

·nces may be required. 

mpairment of Goodwill and Intangible Assets: Statement 
of Fin, dal Accounting Standard No. 142, "Goodwill and 

1ible Asse'ts;' requires us to assess the recoverability 
of goodwill, which represents the excess of purchase 
price over fair value of net assets acquired, annually and 
of intangible assets upon the occunence of an event that 
might indicate conditions for an impairment could exist. 

Factors we consider important that could trigger an impair
ment review for intangible assets include the following: 

significant underperformance relative to expected 
historical or projected future operating results; 
significant changes in the manner or extent of our use 
of the acquired assets or the strategy for our overall 

591ificant negative indusby or economic trends; and 
significant decline in the market value of the intangible 
asset for a sustained period. 

we determine the canying value of intangibles 
assets may not be recoverable from undiscounted cash 
flows based upon the existence of one or more of the 
above factors, we measure any impairment based on a 

jected discounted cash flow method using a discount 
rate determined by our management to be commensurate 
with the risk inherent in our cunent business model. 

M"nagement has determined that the reporting units 
its annual testing for impairment of goodwill are the 

operating business segments used for segment reporting. 
Management performs its testing using both multiples 
of quoted market prices to operating profits and present 
value techniques. 

To the extent that our management determines that good-
or intangible assets cannot be recovered, such goodwill 

or intangible assets are considered impaired and the impair
ment is treated as an expense incurred in the period in 
which it occurs. 

Tax Liabilities: Our tax returns are subject to examination 
by taxing authorities in various jurisdictions. Management 
records current tax liabilities based on their best estimate 
of what they will ultimately agree upon with the taxing \ 
authorities in the relevant jurisdictions following the com
pletion of their examination. Our management believes 
that the estimates reflected in the financial statements 
accurately reflect our tax liabilities. However, our actual tax 
liabilities may ultimately differ from those estimates if we 
were to prevail in matters for which accruals have been 
established or if taxing authorities successfully challenge 
the tax treatment upon which our management has based 
its estimates. Accordingly, our effective tax rate in a given 
financial statement period may materially change. 

Litigation Liabilities: Alcon and its subsidiaries are parties 
to a variety of legal proceedings arising out of the ordinary 
course of business, including product liability and patent 
infringement litigation. By its nature, litigation is subject to 
many uncertainties. Management reviews litigation claims 
with counsel to assess the probable outcome of such 
claims. Management records current liabilities for litigation 
based on their best.estimates of what Alcon will ultimately 
incur to pursue such matters to final legal decisions or to 
settle them. Our management believes that the estimates 
reflected in the financial statements proper1y reflect our 
litigation liabilities. However, our actual litigation liabilities 
may ultimately differ from those estimates if we are 
unsuccessful in our efforts to defend or settle the claims 
being asserted. 

Pension and Other Employee Benefits: We must make 
certain assumptions in the calculation of the actuarial 
valuation of the Company sponsored defined benefit pen
sion plans and posbetirement benefits. These assump
tions include the weighted average discount rates, rates 
of increase in compensation levels, expected long term 
rates of return on assets, and increases or trends in health 
care costs. If actual results are more or less favorable than 
those projected by management, future periods will reflect 
reduced or additional pension and posbetirement medical 
expenses. See note 16 to the accompanying consolidated 
financial statements for additional information regarding 
assumptions used by the Company. 
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Market Risk 

Interest Rate Risks 

Because we have previously financed, and expect to 
continue to finance, our operations; in part, through loans, 
we are exposed to interest rate risks. At December 31, 
2002, the majority of our loans were short term, floating
rate loans that will become more expensive when interest 
rates rise and less expensive when they fall. We have parity 
mitigated this risk by investing our cash, cash equivalents, 
and short term invesbnents in floating rate investments. 
Alcon evaluates the use of interest rate swaps and period
ically uses such agreements to manage its interest risk on 
selected debt ijnstruments, 

Credit Risks 

In the normal course of our business, we incur credit risk 
because we extend trade credit to our customers. We 
believe that these credit risks are well diversified, and our 
internal staff actively manages these risks. Our principal 
concentrations of trade credit are generally with large and 
financially sound corporations, such as large retailers 
and grocery chains, drug wholesalers and governmental 
agencies. As part of our sales of surgical equipment, we 
frequently finance the purchase of our equipment and 
enter into leases and other financial transactions with our 
customers. In general, these loans and other transactions 
range in duration from one to five years and in principal 
amount range from $50,000 to $700,000. We conduct 
credit analysis on the customers we finance and secure 
the loans and leases with the purchased surgical equip
ment Over the last 16 years, we have offered financing 
programs for cataract equipment with no significant 
losses. Our customer financing program for laser refrac
tive surgical equipment has a shorter history, is of a larger 
size and has less credit strength and asset value for 
security. In countries that have a history of high inflation, 
such as Turkey, Brazil and Argentina, the credit risks to 
which we are exposed can be larger and less predictable. 

We conduct some of our business through export opera
tions and are exposed to counby credit risk. This risk is 

mitigated by the use, where applicable, of letters of credtt 
confirmed by large commercial banks in SWitzer1and and 
the United States. 

Currency Risks 

We are exposed to market risk from changes in currency 
exchange rates that could impact our results of operati 
and financial position. We manage our exposure to these 
currency risks through our regular operating and financi 
activities and, when appropriate, through the use of deriv, 

ative financial instruments. We use derivative financial 
instruments as risk management tools and not for specu 
lative purposes. 

We use forward contracts to manage the volatility of 
non-functional currency cash flows resulting from cha 
in exchange rates. Currency exchange forward contracts 
are primarily used to hedge intercompany purchases and 
sales. The use of these derivative financial instruments 
allows us to reduce our overall exposure to exchange 
rate flucbJations, since the gains and losses on these 
contracts substantially offset losses and gains on the 
assets, liabilities and transactions being hedged. 

While we hedge some non-U.S. dollar currency trans
actions, the decline in value of non-U.S. dollar currencies 
may, if not reversed, adversely affect our ability to 
for product sales in U.S. dollars because our products 
may become more expensive to purchase in U.S. dollars 
for local customers doing business in the countries of thi: 
affected currencies. 

In-Process Research and Development 

In connection with our acquisition of Summit, we imme
diately expensed $18.5 million of the Summit purchase 
price in the third quarter of 2000, representing amounts 
for in-process research and development, which we 
to as IPR&D, estimated at fair value. The expensed IPR& 
represented the value of the Custom Cornea® project 
that had not yet reached technological or commercial 
feasibility and for which the assets to be used in such 
project had no alternative future use. 
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Custom Cornea® technology is designed to take advanced 
eye measurements from an aberrometer to determine the 
more subtle enors of the human visual optical system and 
co:nbine this with the use of the LADAFMsion® 4000 laser 
ar,j software, to define a customized pattern of ablations, 
wh ICh are removals of corneal tissue. At the acquisition 
dclie, costs to complete these research and development 
ef rorts were expected to be $1.3 million. The estimated 
st tge of completion at acquisition was 85%. 

In October 2002 the U.S. Food and Drug Administration 
(FDA) approved Alcon's customized wavefront-guided laser 
~ surgery that uses the Custom Cornea® technolom<, 
Inn ial shipments of our LADARWaw® product, which allows 
the use of this technology in conjunction with Alcon's 
LADAFMsion® laser to perform custom ablation, began 
in the fourth quarter of 2002. Clinical trials are ongoing for 
the treabnent of myopic astigmatism, hyperopia with and 

·· · astigmatism and other ocular irregularities. 

We expect to fund all research and development efforts, 
including acquired IPR&D, from cash flows from operations. 

New Accounting Standards 

In -- :une 2002, the Financial Accounting Standards Board 
(FJ'lSB) issued Statement No. 146, "Accounting for Costs 
~...ociated with Exit or Disposal Activities.'' Statement 146 
requires that a liability for a cost associated with an exit 
or disposal activity be recognized when the liability is 
inc uned. This Statement supersedes earlier guidance 
is-uecl by the Emerging Issues Task Force. Statement 146 
al;.0 establishes that fair value is the objective for initial 
n'h..!aSUmment of the liability. Statement 146 is effective 
for exit or disposal activities that are initiated after Decem
ber 31, 2002. We do not expect the adoption of this State
rnellt to have a material impact on results of operations or 
financial position. 

In November 2002, the FASS issued FASS Interpretation 
I\½. 45, "Guarantor's Accounting and Disclosure Require
ments for Guarantees, Including Indirect Guarantees of 
In 1ebteclness of Others.'' Interpretation 45 interprets FASS 

Statements No. 5, 57, and 107. Interpretation 45 elabo
rates on the disclosures to be made by a guarantor in its 
interim and annual financial statements about its obliga
tions under certain guarantees that it has issued. It also 
clarifies that a guarantor is required to recognize, at the 
inception of a guarantee, a liability for the fair value of 
the obligation undertaken in issuing the guarantee. This 
Interpretation does not prescribe a specific approach 
for subsequently measuring the guarantor's recognized 
liability over the term of the related guarantee. This 
Interpretation also incorporates, without change, the 
guidance in FASB Interpretation No. 34, "Disclosure of 
Indirect Guarantees of Indebtedness of Others;' which 
is being superseded. 

This Interpretation does not apply to certain guarantee 
contracts: residual value guarantees provided by lessees 
in capital leases, contingent rents, vendor rebates, and 
guarantees whose existence prevents the guarantor from 
recognizing a sale or the earnings from a sale. Further
more, the provisions related to recognizing a liability at 
inception for the fair value of the guarantor's obligation 
do not apply to the fQllowing: 

a. Product warranties; 
b. Guarantees that are accounted for as derivatives; 
c. Guarantees that represent contingent consideration 

in a business combination; 
d. Guarantees for which the guarantor's obligations would 

be reported as an equity item (rather than a liability); 
e. An original lessee's guarantee of lease payments when 

that lessee remains secondarily liable in conjunction 
with being relieved from being the primary obligor (that 
is, the principal debtor, under a lease restructuring; 

f. Guarantees issued between either parents and their 
subsidiaries or corporations under common control; or 

g. A parent's guarantee of a subsidiary's debt to a third 
party, and a subsidiary's guarantee of the debt owed 
to a third party by either its parent or another subsidiary 
of that parent. 

However, the guarantees described in (aHg) above are sub
ject to the disclosure requirements of this Interpretation. 
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The initial recognition and initial measurement provisions 
of Interpretation 45 are applicable on a prospective basis 
to guarantees issued or modified after December 31, 
2002, irrespective of the guarantors fiscal year-end. The 
disclosure requirements in this Interpretation are effective 
for financial statements of interim or annual periods end
ing after December 15, 2002. The interpretive guidance 
incorporated without change from Interpretation 34 con
tinues to be required for financial statements for fiscal 
years ending after June 15, 1981-the effective date of 
Interpretation 34. We do not expect the adoption of this 
Interpretation to have a material impact on our results of 
operations or financial position. The disclosure provisions 
were applied in the preparation of the accompanying 
consolidated financial statements. 

In December 2002, the FASB issued Statement No. 148, 
"Accounting for Stock-Based Compensation-lransition 
and Disclosure!' Statement 148 amends FASB Statement 
No. 123, "Accounting for Stock-Based Compensation;' 
to provide alternative methods of transition for a voluntary 
change to the fair value based method of accounting for 
stock-based employee compensation. In addition, this 
Statement amends the disclosure requirements of State
ment 123 to require prominent disclosures in both annual 
and interim financial statements about the method of 
accounting for stock-based employee compensation and 
the effect of the method used on reported results. Alcon 
has elected to account for stock-based compensation 
using this inbinsic method prescribed by Accounting 
Principles Board Opinion No. 25, "Accounting for Stock 
Issued to Employees!' As long as Alcon continues using 
Opinion 25, only the disclosure provisions of Statement 
148 will apply to Alcon. The disclosure provisions were 
applied in the preparation of the accompanying consoli
dated financial statements. 

During 2002, this Emerging Issues Task Force discussed 
Em= Issue 00-21, "Accounting for Revenue An'angemen1s 
with Multiple Deliverables,'' and proposed changes to the 
abstract. The Em= generally addressed certain aspects of 
the accounting by a vendor for arrangements under which 
it will perform multiple revenue-generating activities. 

In some an-angements, the different reven~ng 
activities (deliverables) are sufficiently separable, and there 
exists sufficient evidence of their fair values to separately 
account for some or all of the deliverables (that is, there 
are separate units of accounting). In other arrangements, 
some or all of the deliverables are not independently func
tional, or there is not sufficient evidence of their fair values 
to account for them separately. 

This Issue addresses when and, if so, how an arrange
ment involving multiple deliverables should be divided into 
separate units of accounting. This Issue does not change 
otherwise applicable revenue recognition criteria. However, 
this Issue does provide guidance with respect to the effect 
of certain customer rights due to vendor nonperformance 
on the recognition of revenue allocated to delivered units 
of accounting. This Issue also addresses the impact on the 
measurement and/or allocation of arrangement considera 
tion of customer cancellation provisions and consideration 
that varies as a result of future actions of the customer 
or the vendor. Finally, this Issue provides guidance with 
respect to the recognition of the cost of certain deliver
ables that are excluded from the revenue accounting for 
an arrangement. 

We do not expect that the final consensus on this Issue 
will have a material impact on our results of operations or 
financial position. 
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Independent Auditors 

To the Board of Directors and Shareholders of Alcon, Inc. 

We have audited the accompanying consolidated balance sheets of Alcon, Inc. and subsidiaries as of December 31, 
2002 and 2001, and the related consolidated statements of earnings, shareholders' equity and comprehensive income, \ 
and cash flows for each of the three years in the period ended December 31, 2002. These consolidated financial 
statemen1s are the responsibility of the Company's management. Our responsibility is to express an opinion on these 
consolidated financial statements based on our audits. 

Ve conducted our audits in accordance with auditing standards generally accepted in the United States of America. 
hose standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
nancial statements are free of material misstaten,ent. An audit includes examining, on a test basis, evidence sup

porting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
inciples used and significant estimates made by management, as well as evaluating the overall financial statement 

oresentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
financial position of Alcon, Inc. and subsidiaries as of December 31, 2002 and 2001, and the results of their operations 
and their cash flows for each of the three years in the period ended December 31, 2002, in conformity with accounting 
principles generally accepted in the United States of Anierica. 

As discussed in note 3 to the consolidated financial statements, effective January 1, 2002, the Company adopted the 
provisions of Statement of Financial Accounting Standards No. 142, ''Goodwill and Other Intangible Assets!' 

/s/KPMGLLP 

Fort Worth, Texas 
January 31, 2003 
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Consolidated 
Balance Sheets 

December 31, 

On millions, except share data) 

Assets 
Current assets: 

Cash and cash equivalents 
Investments 
Trade receivables, net 
Inventories 
Deferred income tax assets 
Other current assets 

Total current assets 
Pro~ plant and equipment, net 
Intangible assets, net 
Goodwill 
Long term deferred income tax assets 
Other assets 

Total assets 

Liabilities and Shareholders' Equity 
Current liabilities: 

2002 2001 

$ 967.9 $ 1,140.5 
66.3 61.9 

547.5 492.0 
412.3 379.5 
128.7 128.8 
88.2 48.5 

2,210.9 2,251.2 
679.1 643.8 
392.8 467.0 
549.8 541.2 

90.1 116.7 
47.1 50.9 

$ 3,969.8 $ 4,070.8 

Accounts payable 
Short term borrowings 

$ 117.O $ 108.6 
1,772.8 805.5 

Current maturities of long term debt 
Other current liabilities 

23.1 29A 
659.4 667.1 

Total current liabilities 2,572.3 1,610.6 

Long term debt, net of current maturities 80.8 
Long term deferred income tax liabilities 85.8 
Other long term liabilities 256.6 
Contingencies (note 17) 
Shareholders' equity: 

Common shares, par value CHF 0.20 per share, 336,975,000 shares authorized, 
309,231,699 shares issued and 309,032, 167 shares outstanding at December 31, 
2002; 300,000,000 shares authorized, issued and outstanding at December 31, 2001 

Additional paid-in capital 
Accumulated other comprehensive loss 
Deferred compensation 
Retained earnings 

Less treasury shares, at cost; 199,532 shares at December 31, 2002; 

42.5 
508.5 
(16.4) 
(15.2) 

463.O 
-
982A 

and no shares at December 31, 2001 (8.1) 
Total shareholders' equity 97 4.3 

Total liabilities and shareholders' equity $ 3,969.8 

See accompanying notes to consolidated financial statements. 
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ementsof 

• _rn1ngs 

12 2001 I Years ended December 31, 
2002 2001 2000 

[In millions, except share data) 

Sales 
\ 
' $ 3,009.1 $ 2,747.7 $ 2,553.6 

Cost of goods sold 

892.7 798.3 749.7 

9 $ 1,140.5 
Gross profit 

2,116.4 1,949.4 1,803.9 

3 61.9 
Selling, Qeneral and administrative 

1,014.7 953.7 855.8 

5 492.0 
Research and develoPlllent 

323.5 289.8 246.3 

3 379.5 
128.8 In Process research and development 

- - 1a5 

r 
Amortization of intangibles 

74.5 117.0 86.5 

> 48.5 -
Operating income 

703.7 588.9 596.8 

2,251.2 
643.8 Other income (expense): 
467.0 Gain (loss) from foreign cu~ net 

4.2 (4.8) 0.1 
541.2 Interest income 

22.2 46.6 44.1 
116.7 Interest expense 

(53.8) (107.7) (86.3) 
50.9 Other 

1.2 (9.1) 
-$ 4,070.8 

Earnings before income ta>ces 
677.5 513.9 554.7 

:ncome1axes 

210.6 198.3 223.0 
Net earnings 

$ 466.9 $ 315.6 $ 331.7 

$ 108.6 
805.5 

Basic earnings per common share 
$ 1.54 $ 1.05 $ 1.11 

29.4 
667.1 

Diluted earnings per common share 
$ $ $ 

-
1.53 1.05 1.11 

1,610.6 
697.4 

Basic weighted average common shares 
301,482,834 300,000,000 300,000,000 

104.0 
269.2 

Diluted weighted average common shares 
302,511,780 300,000,000 300,000,000 

See accompanying notes to consolidated financial statements. 
42.9 -
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Statements of I ~Ml[~ 

Shareholders' Equity 
and Comprehensive 

I 
Years ended Dec 

On millions) 

Income Cash provided by 
Net earnings 

Accumulated 
Adjustments tc 

operating a Common stock other Deprecic 
Number of Additional compre- Deferred Amortize 

shares paid-in hensive compen- Retained Treasury Amortize: 
outstanding Amount capital income Ooss) sation earnings shares Total Deferred 

On millions, except share data) lnp~ 

Balance, January 1, 2000 ·30(),000,000 $ 42.9 $ 592.0 $ (71.2) $ - $230.4 $ - $ 794.1 (Gain) los 

Comprehensive income: Changes 

Net earnings - - - - - 331.7 - 331.7 Trade 

Unrealized losses on investments - - - (7.0) - - - (7.0) lnven1 

Foreign currency translation Other 

adjusbnents - - - (13.2) - - - (13.2) ACCOl. 
Other 

Total comprehensive income 311.5 
Ne-

(4.2) (4.2) Dividends on common shares - - - - - - Cash provided by (l 
Balance, December 31, 2000 300,000,000 42.9 592.0 (91A) - 557.9 - 1,1O1A Proceeds from ! 
Comprehensive income: Purchases of pn 

Net earnings - - - - - 315.6 - 315.6 Purchase of inta 
Unrealized gains on investments - - - 0.4 - - - 0.4 Net purchases 0 
Impairment loss on invesbnent - - - 72 - - - 7.3 Acquisitions, ne1 
Foreign currency translation 

Net adjusbnents - - - (27.1) - - - (27.1) 
Cash provided by (u Total comprehensive income 296.2 

Dividends on common shares (8.0) (8.0) 
Proceeds from i! - - - - - - Net proceeds (re 

Balance, December 31, 2001 300,000,000 42.9 592.0 (110.8) - 865.5 - 1,389.6 Dividends on cor 
\ Comprehensive income: Repayment of lot 

Net earnings - - - - - 466.9 - 466.9 Proceeds from p 
Unrealized losses on invesbnents - - - (1.6) - - - (1.6) Redemption of p 
Unrealized losses on cash flow Proceeds from Sc 

hedges - - - (5.8) - - - (5.8) Acquisition of tre 
Foreign currency translation Proceeds from Sc 

adjusbnents - - - 101.8 - - - 101.8 Redemption of pr 

Total comprehensive income 561.3 Dividends on pret 

Conversion of common shares to 
Other 

preferred shares (69,750,000) (10.0) (2, 178.0) - - - - (2,188.0) Net< 
Initial public offering 76,725,000 9.3 2,398.8 - - - - 2,408.1 Effect of exchange 1c 

Options exercised 91,000 - 3.3 - - - - 3.3 Net increase (decrea: 
Treasury shares acquired (199,532) - - - - - (8.1) (8.1) Cash and cash equiv, 
Conversion of employee plan 2,165,699 0.3 70.3 - (37.3) - - 33.3 

Cash and cash equiv. Compensation expense - - - - 22.1 - - 22.1 
Dividends and accretion of discount Supplemental disclos 

on preferred shares of subsidiary - - - - - (3.9) - (3.9) Cash paid during 1 
· · · nds on common shares - - (377.9! - !865.5) - (1,243.4) lntereste~ 

Balance, December 31, 2002 309,032, 167 $ 42.5 $ 508.5 $ (16.4) $ (15.2) $ 463.O $ ca 1) $ 974.3 Income taxes -
See accompanying notes to consolidated financial statements. See accompanying n< 
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:ash Flows 
Years ended December 31, 2002 2001 2000 

On millions) 

Cash provided by (used in) operating activities: 
Net earnings $ 466.9 $ 315.6 $ 331.7 
Adjusbnents to reconcile net earnings to cash provided from 

operating activities: 
Depreciation 92.0 78.3 74.2 
Amortization of intangibles 74.5 117.0 86.5 

Treasury I Amortization of deferred compensation 22.1 
shares Total Defened income taxes 5.0 (2.4) 4.4 

In process research and development - - 18.5 \ 

$ - $ 794.1 I (Gain) loss on sale of assets 6.7 1.4 (1.5) 
Changes in operating assets and liabilities: 

331.7 I 
Trade receivables (27.5) (27.6) (54.6) 

(7.0) 
Inventories (3.3) (57.4) (31.2) 
Other assets 28.6 31 .0 (16.6) 

(13.2) 
Accounts payable and other current liabilities 26.1 58.0 (16.2) 
Other long term liabilities 10.3 29.8 35.7 

311.5 
Net cash from operating activities 701.4 543.7 430.9 -

{4.2) Cash provided by (used in) investing activities: 
1,101.4 Proceeds from sale of assets 1.5 4.2 107.9 

I 
Purchases of property, plant and equipment (120.9) (127.4) (117.1) 

315.6 Purchase of intangible assets (2.8) (10.9) 
0.4 Net purchases of invesbnents (4.7) (15.2) (38.1) 
7.3 Acquisitions, net of cash acquired - - (863.0) 

(27.1) 

I 
Net cash from investing activities (126.9) (149.3) (910.3) 

Cash provided by (used in) financing activities: 
296.2 

- Proceeds from issuance of long term debt 0.9 42.2 612.8 
(8.0) Net proceeds (repayment) from short term debt 951.4 (194.8) 307.3 

1,389.6 Dividends on common shares (1,243.4) (8.0) (4.2) 
Repayment of long term debt {630A) (37.7) (32.9) 

466.9 I Proceeds from public sale of common shares 2,408.1 
(1.6) Redemption of preferred shares (2,188.0) 

Proceeds from sale of common stock to employees 3.3 
(5.8) I Acquisition of treasury shares (7.9) 

Proceeds from sale of preferred shares of subsidiary 1,362.5 
101.8 I Redemption of preferred shares of subsidiary (1,364.4) 
-- Dividends on preferred shares of subsidiary (2.0) 561.3 

Other (42.8) 42.8 

(2,188.0) Net cash from financing activities (752.7) (155.5) 883.0 

2,408.1 Effect of exchange rates on cash and cash equivalents 5.6 (10.4) (2.1) 
3.3 Net increase (decrease) in cash and cash equivalents (172.6) 228.5 401.5 

(8.1) (8.1) Cash and cash equivalents, beginning of year 1,140.5 912.0 510.5 
33.3 Cash and cash equivalents, end of year $ 967.9 $ 1,140.5 $ 912.0 
22.1 

Supplemental disclosure of cash flow information: 
(3.9) 

I 
Cash paid during the year for the following: 

(1,243.4) Interest expense, net of amount capitalized $ 53.4 $ 111.6 $ 85.6 

$ (8.1) $ 974.3 Income taxes $ 210.6 $ 146.1 $ 192.7 -
See accompanying notes to consolidated financial statements. 
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Notes 
to Consolidated 
Financial 
Statements 
~n 

(1) Initial Public Offering 

At December 31, 2001, Alcon, Inc., a Swiss corporation 
(Alcon), was a wholly owned subsidiary of Nestle S.A. 
(Nestle). On September 20, 2001, ~ Board of Directors 
of Nestle approved the exploration of an initial public 
offering (the IPO) of a minority stake in Alcon. 

Alcon declared on February 25, 2002, and made, 
on March 20, 2002, a payment to Nestle of $1,243.4 
(CHF 2,100) for dividends and return of capital. This pay
ment was financed from existing cash and cash equiva
lents and additional short term borrowings. The entire 
payment was considered a dividend under Swiss law. 

On February 25, 2002, the shareholder of Alcon con
verted 69,750,000 Alcon common shares owned by Nestle 
into 69,750,000 Alcon non-voting preferred shares. On 
March 21, 2002, holders of Alcon common shares voted to 
redeem the preferred shares for an aggregate redemption 
price of CHF 3,634. The proceeds, net of related costs 
including taxes, from the IPO were used to redeem the 
preferred shares for $2, 188.0 on May 29, 2002. No divi
dends were paid on the preferred shares. 

On March 20, 2002, Alcon's IPO was priced at $33.00 
per share for 69,750,000 common shares. The net pro
ceeds to Alcon from the IPO were $2, 189.0, after offering 
expenses and taxes. A portion of the IPO proceeds was 
utilized to repay $712.1 in short term debt until May 29, 
2002, when the preferred shares were redeemed. 

Net proceeds of $219.1, after offering expenses and taxes, 
from the subsequent exercise of the underwriters' over
allotment option to purchase 6,975,000 common shares 
were used to reduce short term indebtedness. 

In connection with the IPO, Alcon changed certain pro
visions of its deferred compensation plan. These changes 
resulted in a one time $22.6 charge to operating income 
($14.2 net of tax) upon the completion of the IPO in 
March 2002. 

(2) Summary of Significant Accounting Policies 
and Practices 

(a) Description of Business: The principal business of 
Alcon and al of its subsidiaries (col~ the Company) 
is the development, manufacture and marketing of phar
maceuticals, surgical equipment and devices, contact lens 
care and other vision care products that treat eye diseases 
and disorders and promote the general health and fun<> 
tion of the human eye. Due to the nature of the Company's 
wor1dwide operations, it is not subject to significant con
centration risks. 

(b) Principles of Consolidation: The consolidated financial 
statements include the accounts of the Company. All 
significant balances and transactions among the con
solidated entities have been eliminated in consolidation. 
All consolidated entities are included on the basis of a 
calendar year. 

(c) Management Estimates: Management of the Com
pany has made a number of estimates and assumptions 
relating to the reporting of assets and liabilities and the 
disclosure of contingent assets and liabilities to prepare 
these financial statements in conformity with accounting 
principles generally accepted in the United States of 
America (U.S. GAAP). Actual results could differ from 
those estimates. 

(d) Foreign Currency: The reporting currency of the 
Company is the United States dollar. The financial position 
and results of operations of the Company's foreign sub
sidiaries are generally determined using the local currency 
as the functional currency. Assets and liabilities of these 
subsidiaries have been translated at the rate of exchange 
at the end of each period. Revenues and expenses have 
been translated at the weighted average rate of exchange 
in effect during the period. Gains and losses resulting from 
translation adjustments are included in accumulated o1her 
comprehensive loss in shareholders' equity. The impact 
of subsidiaries located in countries whose economies are 
considered highly inflationary is insignificant Gains and 
losses resulting from foreign currency transactions are 
included in nonoperating earnings. Under Swiss corporate 
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law, Alcon is required to declare any dividends on its 
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(e) Cash and Cash Equivalents: Cash equivalents include 
demand deposits and all highly liquid investments with 
original maturities of three months or less. 

(f) Inventories: Inventories are stated at the lower of cost 
or market Cost is determined primarily using the first-in, 
first-out method. 

(g) lnvesbnents: Investments consist of equity and 
fixed income securities classified as available-for-sale. 
Available-for-sale securities are recorded at fair value. 
Unrealized holding gains and losses, net of the related tax 
effect, on available-for-sale securities are excluded from 
earnings and are reported as a separate component of 
accumulated other comprehensive income until realized. 
Realized gains and losses from the sale of available-for
sale securities are determined on a specific identifica
tion basis. 

A decline in the market value of any available-for-sale 
invesbnents that is deemed to be other than temporary 
results in a reduction in carrying amount to fair value. The 
impairment is charged to earnings and a new cost basis 
for the security is established. Dividend and interest 
income are recognized when earned. 

(h) Financial Instruments: The Company uses various 
derivative financial instruments on a limited basis as part 
of a strategy to manage the Company's exposure to cer
tain market risks associated with interest rate and foreign 
currency exchange rate fluctuations expected to occur 
within the next twelve months. The Company evaluates 
the use of interest rate swaps and periodically uses such 
agreements to manage its interest risk on selected debt 
instruments. The Company does not enter into financial 
instruments for bading or speculative purposes. 

The Company periodically uses foreign currency forward 
contracts to reduce the effect of fluctuating foreign cur
rencies on foreign currency denominated intercompany 
transactions. The forward contracls establish the exchange 
rates at which the Company purchases or sells the con
tracted amount of local currencies for specified foreign 

currencies at a future date. The Company uses forward 
contracts, which are short term in nature, and receives or 
pays the difference between the contracted forward rate 
and the exchange rate at the settlement date. 

All of the Company's derivative financial instruments are 
recorded at fair value. For derivative instruments desig
nated and qualifying as fair value hedges, the gain or loss 
on these hedges is recorded immediately in earnings to 
offset the changes in the fair value of the assets or liabili
ties being hedged. For derivative instruments designated 
and qualifying as cash flow hedges, the effective portion 
of the gain or loss on these hedges is reported as a 
component of accumulated other comprehensive loss 
in shareholders' equity; and is reclassified into earnings 
when the hedged transaction affects earnings. 

{i) Property, Plant and Equipment: Property, plant and 
equipment are stated at historical cost. Additions, major 
renewals and improvements are capitalized while repairs 
and maintenance costs are expensed. Upon disposition, 
the book value of assets and related accumulated depre
ciation is relieved and the resulting gains or losses are 
reflected in earnings. · 

Depreciation on plant and equipment is calculated on 
the straight-line method over the estimated useful lives 
of the assets which are as follows: 

Land improvements 25 years 
Buildings and improvements 12-50 years 
Machinery, other equipment and software 3-12 years 

{j) Goodwill and Intangible Assets, Net: Effective January 1, 
2002, Alcon adopted Statement of Financial Accounting 
Standards No. 142, ''Goodwill and Other Intangible Assets!' 
Statement 142 requires that goodwill and intangible assets 
with indefinite useful lives no longer be amortized, but 
instead be tested for impairment at least annually. Alcon 
did not record an impairment loss as a result of the imple
mentation of Statement 142. Statement 142 also requires 
that intangible assets with estimable useful lives be 
amortized over their respective estimated useful lives 
to their residual values and reviewed for impairment. 

Alcon / 2002 64/ 65 
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Prior to 2002, goodwill, which represents the excess 
of purchase price over fair value of net assets acquired, 
was amortized on a straight-line basis over the expected 
periods to be benefited, which were 10 to 20 years. 

Intangible assets, net, consist of customer base, trade
marks and patents, and licensed technology. The cost of 
other intangible assets is amortized straight line over the 
estimated useful lives of the respective assets, which are 
5 to 20 years. 

(k) Impairment Long-lived assets and certain identifiable 
intangible assets are reviewed for impairment whenever 
events or changes in circumstances indicate that the 
canying amount of an asset may not be recoverable. 
Recoverability of assets to be held and used is measured 
by a comparison of the canying amount of an asset to 
future net cash flows expected to be generated by the 
asset. If such assets are considered to be impaired, the 
impairment to be recognized is measured by the amount 
by which the canying amount of the assets exceeds 
the fair value of the assets. Assets to be disposed of are 
reported at the lower of the canying amount or fair value 
less costs to sell. 

(I) Pension and Other Postretirement Plans: The Company 
sponsors several defined conbibution plans, defined bene
fit retirement plans and a postretirement health care plan. 

The Company provides for the benefits payable to employ
ees on retirement by charging current service costs to 
income systematically over the expected service lives of 
employees who participate in defined benefit plans. An 
actuarially computed amount is determined at the begin
ning of each year by using valuation methods that attribute 
the cost of the retirement benefits to periods of employee 
service. Such valuation methods incorporate assumptions 
concerning employees' projected compensation and 
health care cost trends. Past service costs are generally 
charged to income systematically over the remaining 
expected service lives of participating employees. 

The cost recognized for defined conbibution plans is 
based upon the conbibution required for the period. 

(m) Revenue Recognition: The Company recognizes 
revenue on product sales when the customer takes tide 
and assumes risk of loss except for refractive laser system 
sales. If the customer takes title and assumes risk of loss 
upon shipment, revenue is recognized on the shipment 
date. If the customer takes title and assumes risk of loss 
upon deliv~ revenue is recognized on the delivery date. 
Revenue is recognized as the net amount to be received 
after deducting estimated amounts for rebates and 
product returns. The Company recognizes revenue on 
refractive laser system equipment sales when the customer 
takes title and assumes risk of loss and when installation 
and training have been completed. Per procedure license 
fees related to refractive laser systems are recognized in 
the period when the procedure is performed. Estimated 
costs for wan-anty are recorded in cost of goods sold 
when the related equipment revenue is recognized. 

The Company recognizes revenue in accordance with the 
United States Securities and Exchange Commission Staff 
Accounting Bulletin No. 101. 

(n) Research and Development Internal research and 
development are expensed as incurred. Third-party 
research and development costs are expensed as the 
contracted work is performed or as milestone results 
have been achieved. 

(o) Selling, General and Administrative: Advertising 
costs are expensed as incurred. Advertising costs 
amounted to $99. 7, $96.0 and $83.4 in 2002, 2001 
and 2000, respectively. 

Shipping and handling costs amounted to $37.0, $33.5 
and $31.2 in 2002, 2001 and 2000, respectively. 

(p) Income Taxes: The Company recognizes deferred 
income tax assets and liabilities for temporary differences 
between the financial reporting basis and the tax basis of 
the Company's assets and liabilities and expected benefits 
of utilizing net operating loss and credit carryforwards. 
The impact on deferred income taxes of changes in tax 
rates and laws, if any, are applied to the years during 
which temporary differences are expected to be settled 
and reflected in the financial statements in the period 
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(q) Basic and Diluted Earnings Per Common Share: Basic 
earnings per common share were computed by dividing 
earnings available to common shareholders by the 
weighf.,<f 311erage number of eommon shams OUlstanding 
for the relevant l)eriOd. Earnings available to common 
sharehofde,s were determined by deducting dividends 
and accretion of discount on prefenect shares of sub
sidiary from net earnings. In 2002, diluted weighted aver
age common shares reffec1s the P<>tential dilution USing 
the treasury stock methOd 1hat COUid OCCur if employee 
stock options for the iSSUance of common shares were 
exercised and if COnti11gent restricted common shares 
granted to employees became vested. There were 
no dilutive securities outstanding in 2001 and 2000. 

A reconciliation of net earnings to earnings available to 
common sharehokfers for 2002 follows: 

(sJ Stock Based ~ The Compa,,y applies 1he \ 
inbinsic value lllelhod Pll>Visio,,s of Accounting Pnncipi.,. 
Boan:, Opinion No. 25, "Accounting for Stoek Issued to 
Employees;, and related intel'J)retafions in accounting 
for grants to Company directors, officers and employees 
under the 2002 Alcon Incentive Plan. No stock-based 
eniployee comPensation cost was reflected in net earn-
ings, as aH options granted under the plan had an exercise 
price equal to the market value of the Underlying common 
stoek on the date of grant. The foHoWing table illustrates 
the effect on net earnings and earnings per common share 
if the Company had apPlied the fair value recognition 
Pn>visions of Statement of Financial Accounting Standart:1 
No. 123, "Accounting for Stock-BaSed ComPensation" in 
accounting for the plan. 

Net earnings, as reported 
2002 

-
$ 466.9 

related tax benefits 
Net earnings 

Dividends and accretion of discount on prefened shares 

Deduct: Total stock-based employee COtnJ)ensation expense 

determined Under the fair value methocf for all awartts, net of 

-Pro forrna net earnings 

Earnings per common share: 
(15.2) 

$ 466.9 
_ of subsidiary (~ Basic-as reported 

Basic-proforma 

$ 45U 

$ 1.54 
Earnings available to common shareholders $ 463.0 

The following table reconc;1es the weighted average shares 
of the basic and diluted per-share computations for 2002. 

Basic weighted average common shares outstanding 

Diluted-as reJ)orted 

Diluted-proforma 
$ 1.49 
$ 1.53 

$ 1.48 

(tJ Wananty Reserves: The Company 9eneralfy warrants 
its surgical equipment against defects for a periOd of one 
Year from the installation date. Warranty costs are esti-

Effect of dilutive securities: 
Employee stock options 

Conti11gent restricted common shares 

-

301,482,834 

303,665 
725,281 Diluted Weighted~ common shares outstanding 

(tj Comprehensive Income: Comprehensive income 
consists of net earnings, foreign CUtTency translation 
adiustments, unrealized gains OOSSesJ on investments and 
unmalized IOSSes on cash flow hedges and is Presented 
in the consolidated statements of sharehok:fers' equity 
and comprehensive income. 

~11,780 

mated at the date of safe and amortized over the wananty 
J>eriod. Such costs are estimated based on actual eost 
exper;ence. The reserves to satisfy wananty obligations 
were $6.4 at December 31, 2002 and 2001. 

(uJ ~ Certain reclassifiCations have been 
made to Prior Year amounts to COnform With cunem 
year Presentation. 
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(3) Recently Adopted Accounting Standards 

Effective January 1, 2002, Alcon adopted Statement of 
Financial Accounting Standards No. 142, ''Goodwill and 
Other Intangible Assets,'' and Statement of Financial 
Accounting Standards No. 144, i'Accounting for the 
Impairment or Disposal of Long Lived Assets:' 

Goodwill and Other Intangible Assets: Statement 142 
requires that goodwill and intangible assets with indefinite 
useful lives no longer be amortized, but instead be tested 
for impairment at least annually. Alcon did not record an 
impairment as a result of the implementation of State
ment 142. Statement 142 also requires that intangible 
assets with estimable useful lives be amortized over their 
respective estimated useful lives to their residual values 
and reviewed for impairment. 

Intangible assets subject to amortization: 

December 31, 2002 December 31, 2001 

Gross Gross 
Canying Accumulated Canying Accumulated 

Amount Amortization Amount Amortization --- --- -------
Amortized intangible assets: 

Licensed technology $ 508.3 $ (207.0) $ 502.0 $ (151.6) 

(70.5) Other 184.2 (92. 7) 182.2 

$ 692.5 $ (299.7) $ 684.2 $ (222.1) 

Year ended December 31, 

Aggregate amortization expense related to 
intangible assets 

2002 2001 2000 

$ 74.5 $ 74.5 $ 59.4 

In connection with a voluntary recall and termination of the 

The changes in the carrying amount of goodwill for the 
year ended December 31, 2002 were as follows: 

United 

States International 
Segment Segment Total 

Balance, December 31, 2001 $ 338.4 $ 202.8 $ 541.2 
Amounts reclassified to goodwill from 

intangibles 3 .2 1.7 4.9 

Reclassified balance, December 31, 2001 341.6 204.5 546.1 
Impact of changes in foreign exchange 

rates - 3.7 3.7 

Balance, December 31, 2002 $ 341.6 $ 208.2 $ 549.8 

Statement 142 requires disclosure of net earnings, assum
ing the exclusion of amortization expense recognized in 
the periods for goodwill and intangible assets that will no 
longer be amortized, and changes in amortization periods 
for intangible assets that will continue to be amortized. 

Year ended December 31, 2002 2001 2000 

Reported net earnings $ 466.9 $315.6 $ 331.7 
Add back-goodwill amortization, net of 

income taxes - 40.2 24.8 
Adjusted net earnings $ 466.9 $355.8 $ 356.5 

Basic earnings per share: 

Reported net earnings $ 1.54 $ 1.05 $ 1.11 
Add back-goodwill amortization, net of 

income taxes - 0.13 0.08 

Adjusted net earnings $ 1.54 $ 1.18 $ 1.19 

Diluted earnings per share: 

Reported net earnings $ 1.53 $ 1.05 $ 1.11 
Add back-goodwill amortization, net of 

income taxes - 0.13 0.08 

Adjusted net earnings $ 1.53 $ 1.18 $ 1.19 

SKBM® microkeratome product line, a $5.9 i_m~irr,:,ent loss Long Lived Assets: The adoption of Statement 144 did not 
on intangible assets was recorded as amortization in 2002. have a material impact on either the results of operations 

Estimated Amortization Expense: or the financial position of Alcon. 
For year ended December 31, 2003 
For year ended December 31, 2004 

For year ended December 31, 2005 

For year ended December 31, 2006 
For year ended December 31, 2007 

$ 66.7 

$ 62.5 
$ 60.7 
$ 54.6 
$ 51.4 

Alcon recorded no intangible assets with indefinite lives 
other than goodwill. 

(4) Cash Rows-Supplemental Disclosure of 
Non-cash Financing Activities 

(a) On February 25, 2002, the shareholder of Alcon con
verted 69,750,000 Alcon common shares owned by Nestle 
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into 69,750,000 Alcon non-voting preferred shares. The 
redemption price for these preferred shares was CHF 3,634. 

(b) In connection with the IPO, certain Alcon employees 
elected to convert their interests in the 1994 Phantom 
Stock Plan into restricted Alcon common shares and 
options to purchase Alcon common shares. The effects 
on the financial statements were to: 

· decrease other current liabilities by $10.9 
· decrease other long term liabilities by $23.3 
· increase common stock and additional paid-in capital 

by $71.5 
· decrease total equity for deferred compensation of $37.3 

Deferred compensation was reduced by $22.1, which was 
charged against earnings in year ended December 31, 
2002 and was reflected as an adjustment in net cash from 
operating activities. 

{c) During year ended December 31, 2002, Alcon acquired 
6,032 treasury shares totaling $0.2 when certain individuals 
terminated employment before vesting in their restricted 
common shares, as discussed in note 13. 

(5) Summit .Acquisition 

On July 7, 2000, the Company purchased substantially all 
of the oulslading stock and options of Sunmit Autonomous 
Inc. (Summit) for a total purchase price of $948.0 including 
acquisition costs. Summit manufactures, sells and serv
ices excimer laser systems and related products which 
conect vision disorders. The Company accounted for 
the acquisition using the purchase method. Under the 
purchase method, the Company allocated the purchase 
price to the identified assets Oncluding tangible and intan
gible assets), in process research and development 
OPR&D) and liabilities based on their respective fair values. 
The excess of the purchase price over the value of the 
identified assets, IPR&D and liabilities was recorded 
as goodwill. 

Acquired IPR&D of $18.5 related to the LADARWave'M 
Custom Cornea® Wavefront System project was expensed 
immedi~ resulting in a noncash charge to 2000 

earnings, since the project had not reached technological 
feasibility and the assets to be used in such project had \ 
no alternative future use. The value of the IPR&D was ' 
determined by an independent appraiser. 

Summit, VISX, Incorporated and certain of their affiliates 
Oncluding Pillar Point Partners, a partnership between 
affiliates of Summit and VISX) were involved in a number 
of antitrust lawsuits which, among other things, alleged 
price-fixing in connection with per-procedure patent royal
ties charged by Summit and VIS:X. These suits were set
Ued in July 2001 for $25.0. This settlement was accrued 
on the July 7, 2000 balance sheet of Summit. 

Summit and certain of its present and former officers 
were defendants in two class action shareholder suits 
claiming, among other things, violations of the Securities 
Act of 1933 and the Securities Exchange Act of 1934. 
These suits were settled for $10.0 during the fourth quar
ter of 2000. This settlement was accrued on the July 7, 
2000 balance sheet of Summit. 

(6) Supplemental Balance Sheet Information 

December 31, 2002 2001 

Cash and Cash Equivalents 
Cash $ 47.1 $ 45.8 
Cash equivalents-Nestfe - 1,094.0 
Cash equivalents-Other 920.8 0.7 

$ 967.9 $1,140.5 

Cash equivalents consisted of interest bearing deposits 
and repurchase agreements with an initial term of less 
than three months. At December 31, 2001, certain cash 
equivalents were on deposit with Nestle subsidiaries, 
bearing interest of UBOR plus a margin, and had original 
maturities of less than three months. 

December 31, 2002 2001 

Trade Receivables, Net 

Trade receivables $ 580.5 $ 516.0 
Allowance for doubtful accounts 33.0 24.0 

$ 547.5 $ 492.0 

Al-- / l"W'\A-



\ 

Bad debt expense for the years ended December 31, 
2002, 2001 and 2000 was $8.9, $11.9 and $3.1, respec
tively. The allowance for doubtful accounts at the begin
ning of 2001 and 2000 was $20.3 and, $17 .o, respectively. 
Charge-offs (recoveries), net, for~ y~rs ended Decem
ber 31, 2002, 2001 and 2000 were $ (0.1), $8.2 and 
$(0.2), respectively. 

December 31, 

Inventories 

Finished products 

Work in process 

Raw materials 

December 31, 

Other Current Assets 

Prepaid expenses 

Receivables from affiliates 
Ott,er 

December 31, 

Prope~ Plant and Equipment, Net 
Land and improvements 

Buildings and improvements 

Machinery, other equipment and software 

Construction in progress 

Accumulated depreciation 

2002 

$ 245.0 
34.0 

133.3 

$ 412.3 

2002 

$ 39.9 
0.3 

48.0 

$ 88.2 

2002 

$ 23.2 
466.7 
728.4 

46.2 

1,264.5 
585A 

$ 679.1 

2001 

$ 219.8 
36.2 

123.5 

$ 379.5 

2001 

S 18.4 

1.3 
28.8 

$ 48.5 

2001 

$ 21.5 
439.5 
665.2 

38.4 

1,164.6 
520.8 

$ 643.8 

Construction in progress at December 31, 2002 consisted 
primarily of various plant expansion projects. Commit
ments related to these projects at December 31, 2002 
totaled $20.0. 

December 31, 2002 2001 
Other Current Liabilities 

Deferred income tax liabilities $ 11.5 $ 14.8 
Payables to affiliates 4.3 47.1 
Accrued payroll 183.0 159.0 
Accrued taxes 224.9 214.0 
Other 235.7 232.2 

$ 659.4 $ 667.1 

December 31, 2002 2001 
Other Long Term Liabilities 
Pension plans $ 161.0 $ 146.8 
Postretirement health care plan 41.4 32.1 
Deferred compensation 32.2 65.7 
Other 22.0 24.6 

$ 256.6 $ 269.2 

(7) Short Term BorTOwings 

December 31, 2002 2001 
Lines of credit $ 240.6 $ 192.1 
Commercial paper 1,377A 
From affiliates 117.2 565.4 
Bank overdrafts 37.6 48.0 

$ 1,772.8 $ 805.5 

At December 31, 2002, the Company had several unse
cured line of credit agreements totaling $335.1 with third 
parties that were denominated in various currencies. The 
commitment fees related to unused borrowings under 
these facilities were nominal during 2002, 2001 and 2000. 
The weighted average interest rates at December 31, 
2002 and 2001 were 6.6% and 6.3%, respectively. The 
amounts outstanding under these agreements at Decem
ber 31, 2002 were due at various dates during 2003. 

At December 31, 2002, the Company had a $2,000 
commercial paper facility. At December 31, 2002, the 
outstanding balance carried an average interest rate of 
1.34% before fees. Related to this short term, floating 
interest rate borrowing, the Company has entered into 
two $25.0 interest rate swaps that have a net effect of 
fixing the interest rate of a portion of the outstanding 
amount at 2. 77%, which is based on a two year rate at 
the time of initiation of the hedge. Nestle guarantees the 
commercial paper facility and assists in its management, 
for which the Company pays Nestle an annual fee based 
on the average outstanding commercial paper balances. 
The Company's management believes that any fees paid 
by us to Nestle for their guarantee of any indebtedness or 
for the management of the commercial paper program 
are comparable to the fees that would be paid in an arm's 
length transaction. 
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2002 2001 

161.0 $ 146.8 
41A 32.1 
32.2 65.7 
22.0 24.6 

256.6 $ 269.2 

2002 2001 

240.6 $ 192.1 
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The Company had various unsecured promissory notes (9) Income Taxes 
and line of credit agreements denominated in various cur-

rencies with several subsidiaries of Nestle. These short The components of earnings before income taxes were: 
term bonowings at December 31, 2002 were either due 

2002 2001 2000 
5witzer1and $ 178.3 $ 267.7 $ 172.4 
Outside of 5witzer1and 499.2 246.2 382.3 

Earnings before income taxes $ 677.5 $ 513.9 $ 554.7 

on demand or at various dates during 2003. The weighted 
average interest rates at December 31, 2002 and 2001 
were 3.6% and 2.9%, respectively. The unused portion 
under the line of credit agreements was $162.5 at 

December 31, 2002. Income tax expense (benefit) consisted of the following: 
The Company had several unsecured bank overdraft 
lines of credit denominated in various currencies totaling 
$168.8 at December 31, 2002. The weighted average 
interest rates on bank overdrafts at December 31, 2002 
and 2001 were 9.5% and 7.4%, respectiv~ in local 
cunency terms. 

(8) Long Term Debt 

December 31, 
2002 2001 - -Long term debt-Nestle affiliates $ - $ 600.0 

License obligations 
43.9 70.6 

Bonds 
45.6 39.6 

Other 
14.4 16.6 

Total long term debt 103.9 726.8 
Less current maturities of long term debt 23.1 29.4 

Long term debt, net of current maturities $ 80.8 $ 697A 

License obligations represented the present value of non
interest bearing future fixed payments through 2007 that 
were capitalized as intangibJes. These obligations were 
discounted at the Company's borrowing rate (6.25% to 
8.50%) at the time each license was obtained. 

During January 2001, the Company's Japanese subsidiary 
issued bonds with interest at UBOR (0.8% at Decem-
ber 31, 2002) due 2011. Such bonds were guaranteed by 
Nestle for a fee of approximately $0.1 in 2002 and 2001. 

Long term maturities for each of the next five years are 
$23.1 in 2003, $9.3 in 2004, $4.8 in 2005, $5.0 in 2006, 
and $5.1 in 2007. 

Interest costs of $0.2, $2.2 and $2.3 in 2002, 2001 and 
2000, respectively, were capitalized as part of property, 
plant and equipment. 

2002 2001 2000 
Current 

SWitzer1and $ 20.8 $ 26.9 $ 25.4 
Outside of 5witzer1and 184.5 173.8 193.4 

Total current 205.3 200.7 218.8 
Deferred: 

5witzer1and 3.7 3.2 2.5 
Outside of 5witzer1and 1.6 (5.6) 1.7 

Total deferred 5.3 (2.4) 4.2 
Total $ 210.6 $ 198.3 $ 223.0 

A comparison of income tax expense at the statutory tax 
rate of 7.8% in Switzerland to the consolidated effective 
tax rate follows: 

2002 2001 2000 
Statutory income tax rate 7.8% 7.8% 7.8% 
Effect of higher tax rates in other jurisdictions 25.2 26.0 23.8 
Nondeductible items - 4.2 4.3 
Other (1.9) 0.6 4.3 

Effective tax rate 31.1% 38.6% 40.2% 

At December 31, 2002, Alcon's subsidiaries had net oper
ating loss carryforwards as follows: 

Year of Expiration 
Amount 

2003 
$ 1.1 

2004 
0.6 

2005 
5.2 

2006 
3.0 

2007 
5.2 

2008-2010 
2.2 

Indefinite 
23.9 

$ 41.2 
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Defened income taxes are recognized for tax conse
quences of ''temporary differences" by applying enacted 
statutory tax rates, applicable to fub.lre years, to differ
ences between the financial reporting and the tax basis 
of existing assets and liabilities. . _ 

Temporary differences and canyforwards at December 31, 
2002 and 2001 were as follows: 

December 31, 2002 2001 

Deferred income tax assets: 

Trade receivables $ 20.0 $ 16.7 
Inventories 40.8 42.1 
Other current assets - 2.1 
Other assets 37.1 30.2 
Accounts payable and other current liabilities 67.7 61.3 
Other liabilities 96.5 109.3 
Net operating loss canyforwartls 13.5 6.3 

Gross deferred income tax assets 275.6 268.0 
Valuation allowance (10.8) (4.6) 

Total deferred income tax assets 264.8 263.4 
Deferred income tax liabilities: 

Property, plant and equipment 47.8 35.4 
Goodwill and intangible assets 71.7 90A 
Other 23.8 10.9 

Total deferred income tax liabilities 143.3 136.7 
Net deferred income tax assets $ 121.5 $ 126.7 

Based on the Company's historical pre-tax earnings, man
agement believes it is more likely than not that the Com
pany will realize the benefit of the existing net deferred 
income tax assets at December 31, 2002. Management 
believes the existing net deductible temporary differences 
will reverse during periods in which the Company gen
erates net taxable earnings; however, there can be no 
assurance that the Company will generate any earnings 
or any specific level of continuing earnings in fub.lre years. 
Certain tax planning or other strategies could be imple
mented, if necessary, to supplement earnings from 
operations to fully realize tax benefits. 

Wrthholding taxes of approximately $43.6 have not been 
provided on approximately $861.9 of unremitted earnings 
of certain subsidiaries since such earnings are, or will be, 
reinvested in operations indefinitely. Dividends to Alcon 
do not result in Swiss income taxes. 

(1 O} Business Segments 

The Company conducts its global business through two 
business segments: Alcon United States and Alcon Inter
national. Alcon United States includes sales to unaffiliated 
customers located in the United States of America, exclud
ing Puerto Rico. Alcon United States operating profit is 
derived from operating profits within the United States, as 
well as operating profits earned outside of the United States 
related to the United States business. Alcon International 
includes sales to all other unaffiliated customers. 

Each business segment markets and sells products princi
pally in three product categories of the ophthalmic market 
(1) pharmaceutical (e.g., prescription ophthalmic and otic 
drugs}, (2) surgical equipment and devices, (e.g., cataract, 
vitreoretinal, and refractive} and (3) consumer eye care 
(e.g., contact lens disinfectants and cleaning solutions, 
artificial tears and ocular vitamins). Business segment 
operations generally do not include research and develop
ment, manufacturing and other corporate functions. Each 
business segment is managed by a single business seg
ment manager who reports to the Chief Executive Officer, 
who is the chief operating decision maker of the Compart}t 

Beginning in 2002, segment performance is measured 
based on sales and operating income reported in accor
dance with U.S. GAAP. Prior to 2002, the Company meas
ured performance on the basis of International Accounting 
Standards. For consistency of presentation, business seg
ment information for 2001 and 2000 have been restated 
to a U.S. GAAP basis. 

Certain manufacturing costs and manufacturing variances 
are not assigned to business segments because most 
manufacturing operations produce products for more than 
one business segment Research and development costs, 
excluding regulatory costs which are included in the busi
ness segments, are treated as general corporate costs 
and are not assigned to business segments. 
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Identifiable assets are not assigned by business segment 
and are not considered in evaluating the performance of 
the business segments. 

Sales 

United States 
International 

Segments total 
Manufacturing operations 

Research and development 

General corporate 

U.S. GAAP total 

Operating Income 

United States 
International 

Segments total 

Manufacturing operations 

Research and development 

General corporate 

U.S. GAAP total 

Depreciation and Amottization 

2002 2001 2000 

$ 1,632.6 $ 1,464.6 $ 1,333A 

1,376.5 1,283.1 1,220.2 

3,009.1 2,747.7 2,553.6 

$ 3,009.1 $ 2,747.7 $ 2,553.6 

$ 675.3 $ 544.7 $ 527.7 

428.1 405.9 384.4 -- - -
1,103A 950.6 912.1 

(30.7) (34.2) (26.6) 

(302.0) (270.2) (239.3) 

~7.0) _(_57.31 (49A) 

s 703.7 $ 588.9 $ 596.8 

United States $ 87.0 $ 96.6 $ 70.1 

International 

Segments total 

Manufacturing operations 

Research and development 

General corporate 

U.S. GAAP total s 

41A 

128.4 
27.4 

7.3 
3A 

-
166.5 $ 

64.1 

160.7 
25.4 

7.4 
1.8 

195.3 $ 

(11} Geographic, Customer and Product Information 

57.2 

127.3 
26.4 

6.7 
0.3 

160.7 

Sales for the Company's country of domicile and all indi
vidual counbies accounting for more than 10% of total 
sales are noted below along with long lived assets in those 
counbies. Sales by ophthalmic market segment are also 
included. Sales below are based on the location of the 

customer. No single customer accounts for more than 
10% of total sales. 

Sales Property, Plant \ 
--

For the Year Ended and Equipment 

December 31, At December 31, 
-
2002 2001 2000 2002 2001 - - - - --

United States $ 1,632.6 $ 1,464.6 $ 1,333.4 $ 474.1 $ 463.1 

Japan 271.7 284.8 309.4 5.4 5.2 

Switzer1and 19.6 16.2 14.7 7.0 4.1 
Rest of World 1,085.2 982.1 896.1 192.6 171.4 ---~- - -

Total $ 3,009.1 $ 2,747.7 S 2,553.6 $ 679.1 $ 643.8 

Pharmaceutical $ 1,089.5 s 927.8 s 836.2 

Surgical 1,438.5 1,357.7 1,263.9 

Contact lens 
care and other 

vision care 481.1 462.2 453.5 ---- -----~--
Total $ 3,009.1 $ 2,747.7 $ 2,553.6 

(12) Stock-Based Compensation Plans 

Contemporaneously with the IPO, the Company adopted 
the 2002 Alcon Incentive Plan. Under the plan, the Com
pany's Board of Directors may award to officers, directors 
and key employees options to purchase up to 30 million 
shares of the Company's common stock at a price set 
by the Board which may not be lower than the prevailing 
stock exchange price upon the grant of the option. In the 
fourth quarter of 2002, the Board authorized the acqui
sition on the open market of up to two million common 
shares to satisfy the exercise of stock options granted under 
the plan. Individual grants become exercisable generally 
on or after the third anniversary of the grant and lapse on 
the tenth anniversary of the grant. 

The plan also provides that the Board may grant Stock 
Appreciation Rights (SARs) whereby the grantee may 
receive the appreciation in stock value over the grant price. 
The expense related to these SARs that is included in the 
Company's operating results for 2002 was $0.3. 

In addition, under this plan the Company provided for a 
conversion of existing phantom stock units granted under 
the 1994 Phantom Stock Plan into restricted common 
shares of the Company and the grant of common stock 
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options to any person who elected to make the conversion. 
See note 13 for additional information about this grant 

The Company applies the inbinsic value based method 
to account for grants to Company directors, officers and 
employees under the 2002 Alcon Incentive Plan. Under this 
method, compensation expense is measured as soon as the 
number of shares and the exercise price is known. Com
pensation cost is measured by the amount by which the 
current market price of the underlying stock exceeds 
the exercise price. The Company discloses the pro forma 
impact of the fair value based method of accounting for 
stock-based employee compensation plans. 

The fair value of each stock option grant was estimated as 

The following table summarizes information about fixed 
stock options as of December 31, 2002: 

Options Outstanding Options Exercisable 

Weighted 
Average Weighted Weighted 

Range of Remaining Average Average 
Exercise Number Contractual Exercise Number Exercise 
Prices Outstanding Life Price Exercisable Price 

$33to35 7,062,584 9.25years $ 33 132,681 S 33 

At December 31, 2002, the Company had reserved 
27,743,301 shares of common stock for issuance 
pursuant to the 2002 Alcon Incentive Plan. 

of the date of grant using the Black..SCholes option pricing (13) Deferred Compensation 
model using the following weighted average assumptions: 

Expected volatility 

Risk-free interest rate 
Expected lives 

DMdend yield 

2002 

33.0% 

4.75% 
4 years 

1% 

The status of the stock option awards as of December 31, 
\ 2002 and changes during the year then ended are pre

sented below: 

Weighted 

Average 

Options Exercise Price 

Balance, December 31, 2001 $ -
Granted 7,226,108 33 
Forfeited (72,524) 33 

Exercised (91 ,000) 33 

Balance, December 31, 2002 7,062,584 33 

Options exercisable at year-end 132,681 
Weighted average fair value of options granted 

during the year $ 10.03 

The Company has an unfunded deferred compensation 
plan referred to as the 1994 Phantom Stock Plan for 
which key management members and certain other 
employees were eligible to be considered for participation 
prior to 2002. A committee appointed by the Board of 
Directors administers the plan. Plan payments were 
$19.1 and $16.1 for 2002 and 2001, respectively. The 
plan's liability was $29.5 and $74.5 at December 31, 2002 
and 2001, respectively, which is included in other current 
liabilities and other long term liabilities in the accompany
ing consolidated balance sheets. 

Contemporaneously with the IPO, certain Alcon employ
ees elected to convert $34.2 of their interests in the 
1994 Phantom Stock Plan into approximately 2.2 million 
contingent restricted common shares of Alcon. Although 
all of these shares were included in the outstanding 
common shares in the accompanying balance sheet at 
December 31, 2002, the unvested portion (which was con
tingent) of the restricted common shares was excluded in 
the calculation of basic weighted average common shares 
outstanding for 2002. In connection with this conversion, 
these employees were also granted options to purchase 
approximately 0.9 million Alcon common shares at $33.00 
per share (the IPO price) under the 2002 Alcon Incentive 
Plan. These restricted shares and options are scheduled 
to vest at various times through January 1, 2006. The 
options expire on March 20, 2012. 
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In 2002, the Board of Directors adopted the Alcon Execu
tive Deferred Compensation Plan (DCP). The DCP permits 
certain executives of the Company to defer receipt of 
compensation and certain stock gains otherwise payable 
currently and to accumulate earnings thereon on a tax.
deferred basis. The plan is designed to permit executives' 
deferral elections to be held and owned by the Company 
in a Rabbi trust At December 31, 2002, no defenals had 
been recorded under the plan and no assets had been 
contributed to the trust 

(14) Financial Instruments 

Foreign Currency Risk Management A significant portion 
of the Company's cash flows is denominated in foreign 
cunencies. Alcon relies on sustained cash flows gener
ated from foreign sources to support its long term com
mibnents to U.S. dollar-based research and development 
To the extent the dollar value of cash flows is diminished 
as a result of a strengthening dollar, the Company's ability 
to fund research and other dollar-based strategic initia
tives at a consistent level may be impaired. The Company 
has established balance sheet risk management programs 
to protect against volatility of future foreign currency cash 
flows and changes in fair value caused by volatility in 
foreign exchange rates. 

A primary objective of the balance sheet risk management 
program is to protect the U.S. dollar value of foreign cur
rency denominated net monetary assets from the effects 
of volatility in foreign exchange that might occur prior to 
their conversion to U.S. dollars. Alcon seeks to fully offset 
the effects of exchange on exposures denominated in 
developed country currencies, primarily the euro and 
Japanese yen and will either partially offset or not offset 
at all exposures in developing countries where we con
sider the cost of derivative instruments to be uneconomic 
or when such instruments are unavailable at any cost. 
The Company will also minimize the effects of exchange 
on monetary assets and liabilities by managing operating 
activities and net asset positions at the local level. Alcon 
primarily utilizes forward exchange contracts which 
enable the Company to buy and sell foreign cunencies 

in the future at fixed exchange rates and offset the conse
quences of changes in foreign exchange on the amount of 
U.S. dollar cash flows derived from the net assets. Prior to \ 
conversion to U.S. dollars, monetary assets and liabilities ' 
denominated in U.S. dollars are remeasured at spot rates in 
effect on the balance sheet date. The effect of changes 
in spot rates is reported in foreign exchange gains and 
losses in other income (expense). The forward contracts 
are marked to fair value through foreign exchange gains 
and losses in other income (expense). Fair value changes 
in the forward contracts offset the changes in the value 
of the remeasured assets and liabilities attributable to 
changes in foreign currency exchange rates, except to the 
extent of the spot-forward differences. These differences 
are not significant due to the short term nature of the con
tracts, which typically have average maturities at inception 
of less than one year. 

The fair values of forward exchange contracts are reported 
in other current assets and other current liabilities. For 
foreign currency cash flow hedges, the amount of net 
gain/loss related to ineffectiveness was immaterial. The 
cash flow hedge cierivative instruments have settlement 
dates within 2003 and cover a notional amount of $32.5, 
while the fair value hedge derivatives cover a notional 
amount of $337.0 

Interest Rate Risk Management The Company may use 
interest rate swap contracts on certain investing and bor
rowing transactions to manage its net exposure to interest 
rate changes and to reduce its overall cost of borrowing. 
The Company does not use leveraged swaps and does 
not leverage any of its investment activities that would 
put principal capital at risk. 

At December 31, 2002 and 2001, in connection with long 
term bonds, the Company had an interest rate swap fair 
value hedge outstanding in the notional amount of $42.0. 
At December 31, 2002, in connection with its commercial 
paper program, the Company had interest rate swap agree
ments outstanding in the notional amount of $50.0. The 
fair values of interest rate swap agreements are reported 
in other current assets and other current liabilities. 
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Fair Value of Financial Instruments: At December 31, 2002 
and 2001, the Company's financial instruments included 
cash, cash equivalents, invesbnents, trade receivables, 
accounts payable, short term borrowings and long term 
debt The estimated fair value of all of. th~ financial 
instruments is as noted below. Due to the short term 
maturities of cash, cash equivalents, trade receivables, 
accounts payable and short term borrowings, the carrying 
amount approximates fair value. The fair value of long 
term debt is based on interest rates then currently avail
able to the Company for issuance of debt with similar 
terms and remaining maturities. 1he fair value of invest
ments was based on quoted market prices at year end. 

December 31, 2002 2001 

Canying Fair Canying Fair 
Amounts Value Amounts Value 

Assets: 

Cash and cash equivalents $ 967.9 $ 967.9 $ 1,140.5 $ 1,140.5 
Investments: 

Marketable equity 
F(J(ed income 

Trade receivables, net 

Forward exchange contracts 
, Interest rate swaps 
\ Liabilities: 

Accounts payable 

Short term borrowings 
Long term debt 

Forward exchange contracts 
Interest rate swaps 

66.3 
547.5 

6.7 
7.4 

117.0 
1,772.8 

103.9 
3.0 
1.0 

66.3 
547.5 

6.7 
7A 

117.0 
1,772.8 

106.8 

3.0 
1.0 

4.8 

57.1 
492.0 

1.8 

108.6 
805.5 
726.8 

3.8 

4.8 

57.1 
492.0 

1.8 

108.6 
805.5 
832.0 

3.8 

Investment amounts include net unrealized holding losses 
(gains} of $0.9 and $(0. 7) at December 31, 2002 and 2001, 
respectively. During 2001, an impairment loss on a mar
ketable equity invesbnent of $9.1 was recorded in other 
nonoperating expenses ($5. 7 net of tax). 

Concentrations of Credit Risk: . .As part of its ongoing con
trol procedures, the Company monitors concentrations 
of credit risk associated with corporate issuers of secu
rities and financial institutions with which it conducts 
business. Credit risk is minimal as credit exposure limits 
are established to avoid a concentration with any single 
issuer or institution. 1he Company also monitors the credit
worthiness of its customers to which it grants credit terms 

in the normal course of business. Concentrations of credit 
risk associated with these trade receivables are considered 
minimal due to the Company's diverse customer base. Bad 
debts have been minimal. 1he Company does not normally 
require collateral or other security to support credit sales. 

(15) Related Party Transactions 

At December 31, 2002, Nestle owned 74.5% of the 
outstanding common shares of Alcon. 

The Company's material transactions with related parties 
have been with Nestle and its subsidiaries. All material 
related party transactions that are not disclosed elsewhere 
in these notes are included below. 

During 2002, 2001 and 2000 the Company had invest
ments and borrowings with Nestle and its subsidiaries 
which resulted in the following impact to earnings before 
income taxes: 

Interest expense 

Interest income 

2002 2001 2000 

$ 19.4 $ so.a $ 49.9 
$ 3.8 $ 37.6 $ 28.2 

1he Company sold Alcon Germany to Nestle's German 
subsidiary effective January 1, 2001 for approximately 
$30 and, under the separation agreement, Nestle's German 
subsidiary sold it back to us effective January 1, 2002, for 
approximately $42. Alcon Germany's results of operations 
have been consolidated by the Company and are reflected 
in all periods presented in the accompanying consolidated 
financial statements. 

1he Company had a minority interest in a finance com
pany that was owned jointly with a Nestle subsidiary. 
1he investment was recorded using the equity method 
of accounting. During 2000, this invesbnent was sold 
to a Nestle subsidiary at book value for $76.4. 

1he Company leases certain facilities from Nestle sub
sidiaries which resulted in rent expense of $0.2, $0.6 and 
$0.6 in 2002, 2001 and 2000, respectively. Nestle provides 
the Company with certain services, including a portion of 
the Company's information technology licenses, corporate 
legal services, and certain internal audit activities. Nestle 
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charges the Company for its portion of the costs of these 
services based on arm's length prices. Such charges were 
less than $1.0 in each of the three years ended Decem
ber 31, 2002. 

At December 31, 2001 and 2000, certain employees 
of the Company participated in a Nestle stock option plan. 
The Company used the intrinsio-value method to account 
for the employees' participation in this plan. The impact 
of these options under the intrinsic-value method or the 
fair-value method was negligible. 

Under the Nestle stock option plan, the employees were 
granted options to purchase Nestle common stock with 
an exercise price equal to the market value on the date 
of grant. The options had lives of five and seven years and 
vested after two and three years, respectiv~ The plan 
provided the employees with the option of taking cash 
for the intrinsic value or paying the exercise price and 
taking the stock of Nestle. Since the participants had the 
option to take net settlement in cash, the plan was treated 
as a variable plan under the intrinsic-value method. 

A summary of the options is as follows: 

Outstanding at beginning 
of year 

Granted 

Exercised 

Outstanding at end 
of year 

Options exercisable at 
end of year 

Weighted average fair 

value of options 

granted during the 
year (Actual U.S. $) 

2001 

Weighted 

Average 

Shares Exercise Price 

(Actual) (Actual CHF) 

12,810 258.8 

4,300 343.2 

17,110 280.0 

8,520 247.1 

$ 55.83 

2000 

Weighted 

Average 

Shares Exercise Price 

(Actual) (Actual CHF) 

24,660 175.8 

4,290 281.9 
(16,140) 138.3 

12,810 258.8 

3,840 230.3 

$ 49.51 

The fair value of options granted was calculated using 
the Black-5choles option pricing model with the following 
assumptions, with respP.Ct to Nestle: dividend yield of , 
1.2% in 2001 and 1.6% in 2000; volatility of 24% in 2001 \ 
and 22% in 2000; risk 1ree interest rate of 4.9% and 6.5% 
in 2001 and 2000, respectively; and an expected term of 
five years. 

Prior to the IPO, the remaining Alcon employee partici
pating in the Nestle stock option plan agreed to surrender 
options to purchase 17,110 Nestle shares, of which options 
to purchase 8,520 shares were exercisable, in exchange 
for options to purchase 80,000 Alcon common shares. 
The new options were granted pursuant to the 2002 Alcon 
Incentive Plan and generally contain the same terms as 
other options issued under the plan. 

(16) Pension and Posbetirement Benefits 

The Company's pension and postretirement benefit plans, 
which in aggregate cover substantially all employees in 
the United States and employees in certain other coun
tries, consist of defined benefit pension plans, defined 
contribution plans and a postretirement health care plan. 
The Company's cost of defined contribution plans was 
$49.6, $45.4 and $40.3 in 2002, 2001 and 2000, respec
tiv~ The information provided below pertains to the 
Company's defined benefit pension plans and postretire
ment health care plan. The following table reconciles the 
changes in benefit obligations, fair value of plan assets, 
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and funded status for the two-year period ending 
December 31, 2002: 

Change in Benefit Obligation 
Benefit obligation at beginning 

Pension benefits 

2002 2001 

Postretirement 

benefits 

2002 2001 

ofyear $ 184.2 $ 154.4 $ 123.9 $120.3 
Service cost 12.4 12.0 7.3 7.6 

Interest cost 11.4 9. 7 9.1 9.3 
Benefits paid (6.8) (5.7) (4.6) (3.4) 

Actuarial (gain)/loss 9.0 13.8 39.6 (9.9) 

Benefit obligation at end of year $ 210.2 S 184.2 $ 175.3 S 123.9 

Change in Plan Assets 

Fair value of plan assets at 
beginning of year 

Actual return on plan assets 
Employer conbibution 

Benefits paid 

Fair value of plan assets at end 

of year 

Reconciliation of Funded Status 

to Balance Sheet Liability 

Funded status 

\ Unrecognized prior service cost 
Unrecognized actuarial (gain)/loss 

Net amount recognized in other 

long term liabilities 

Weighted-Average Assumptions 

as of December 31, 
Discount rate 
Expected return on plan assets 
Rate of compensation increase 

$ 12.a s a1 $ a1.2 
1.3 (1.2) (11.4) 

5.0 11.6 

(0.6) (5. 7) (4.6) 

$ 18.5 $ 12.8 $ 71.2 

$ (191.7) $ (171.4) $ (104.1) 

30.7 24.6 
3 .8 

58.9 

$ (161.0) $ (146.8) $ (41.4) 

3.0-6.5% 3.0-7.3% 6.75% 

3.0% 3.0% &75% 
5.0-9.0% 3.1-9.0% NIA 

$ 97.8 
(7.2) 

(3.4) 

$ 87.2 

$ (36.7) 

4.3 

0.3 

$ (32.1) 

7.5% 

9.0% 
NIA 

Components of Net 

Periodic Benefit Cost 
Service cost 
Interest cost 
Expected return on 

assets 
Prior service cost 

amortization 

Recognized actuarial 

loss 

Net periodic benefit 

cost 

Pension benefits Postretirement benefits 

2002 2001 2000 2002 2001 2000 

$ 12.4 $ 12.0 $ 10.6 $ 7.3 $ 7.6 $ 6.7 

11.4 9.7 7.9 9.1 9.3 8.1 

(0.3) (0.2) (0.2) (7 .6) (8.6) (6.5) 

0.7 0.5 0.5 2.7 

1.5 0.2 4.0 

s 25.o s 21.1 s 23.o s 9.3 s as s 11.0 

The health care cost trend rate used to measure the 
expected cost of benefits covered by the posbetirement 
plan is 10% in 2003, declining to 4.5% in 2007 and after. 
The effect of a one percentage point change in assumed 
medical cost trend rates is as follows: 

1% 1% 

Increase Decrease 

Effect on total of service and interest cost components $ 4.7 $ (3.7) 

Effect on the postretirement benefit obligation $ 31.6 $ (25.2) 

In certain countries, the Company's employees participate 
in defined benefit plans of Nestle. No separate valuation 
for the Company's employees has historically been pre
pared for the plans, as they are not material to the Company 
or to Nestle. Accordingly, these plans are b'eated as 
multi-employer plans. Annual contributions to these plans 
are determined by Nestle and charged to the Company. 
Company contributions to these plans during 2002, 2001 
and 2000 were $3.8, $2.6 and $1.6, respectively. 

(17) Commibnent:s and Contingencies 

The Company and its subsidiaries are parties to a variety 
of legal proceedings arising out of the ordinary course of 
business, including product liability and patent infringement 
The Company believes that it has valid defenses and is 
vigorously defending the litigation pending against it. 
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The Company's tax returns are subject to examination by 
various taxing authorities. Management records current tax 
liabilities based on their best estimate of what they will ulti
mately settle with the taxing authorities upon examination. 

While the results of the aforementioned contingencies 
cannot be predicted with certainty, management believes 
that the final outcome of these contingencies are ade
quately covered by insurance and/or the ultimate liabil-
ity, if ~ will not have a material adverse effect on the 
Company's consolidated financial position or results of 
operations. Although management believes that the tax 
treatments reflected in the accompanying financial state
ments comply with the various tax laws and regulations, 
some of the tax treatments may change if challenged by 
the taxing authorities. Litigation contingencies are subject 
to change based on settlements and court decisions. 

The Company leases certain facilities and equipment 
under operating leases. Lease expense incurred was 
$43.1, $44.3 and $41.3 during 2002, 2001 and 2000, 
respectively. Future minimum aggregate lease payments 
under non-cancelable operating leases with a term of 
more than one year are as follows: 

Year 

2003 
2004 

2005 

2006 
2007 

Thereafter 

Total minimum lease payments 

Amount 

$ 26.1 

18.7 

15.1 
9.1 

6.3 

24.2 ---
$ 99.5 

The Company has entered into various purchase commit
ments and license agreements, requiring future minimum 
royalties, through 2016. All commibnents are expected to 
be fulfilled with no adverse consequences to 1he Company's 
operations or financial condition. The total unconditional 
purchase obligations and future minimum royalties at 
December 31, 2002 were approximately $90.0. At Decem
ber 31, 2002, the Company had guaranteed less than 
$5 of debt for certain customers. 

(18) Preferred Shares of Subsidiary 

In May of 2000 Alcon Holdings Inc. (AHi, a wholly-owned \ 
subsidiary of Alcon) issued four series of non-voting, non
convertible cumulative preferred shares, with Series A, B 
and C denominated in Swiss francs and Series D denomi
nated in U.S. dollars. These shares were issued as part of 
the creation of a U.S. holding company that would be used 
to make U.S. acquisitions. 

As part of a restructuring of AHl's equity, on November 5, 
2002, Alcon sold to two financial investors all of the AHi 
Series A and B preferred shares, 20,000 preferred shares, 
for a total sales price of 1,997 Swiss francs. Alcon also 
contributed to AHi all of the Series C and D preferred 
shares it owned. After the sale, Alcon continued to own 
100% of AHl's common shares and all voting rights in AHi. 

On November 26, 2002, AHi redeemed all of its outstanding 
Series A and B preferred shares. AHi paid the investors an 
aggregate of 2,003 Swiss francs for the 20,000 preferred 
shares, which were immediately retired, and accrued 
dividends. AHi financed the redemption primarily with 
proceeds from the issuance of commercial paper. 

For the year ended December 31, 2002, earnings available 
to common shareholders and earnings per share were 
reduced by the preferred dividends and the excess of the 
redemption cost over the carrying value of the preferred 
shares, totaling approximately $3.9. 

(19) Exit Activities 

In 1998, the Company announced the closure of its manu
facturing facility in Puerto Rico. As a result of this decision, 
the Company accrued in 1998 certain severance costs for 
approximately 300 affected employees based on the statu
tory requirements for severance. The facility was sold in 
December 2000. Virtually all of the severance costs were 
paid in 2000. 
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In 1999, the Company announced the closure of a manu
facturing facility in St. Louis, which resulted in the accrual 
of severance costs for approximately 60 employees in 
1999. These costs were paid in 2000. The severance 
expense is included in cost of goods sokl_in the consoli
dated statement of earnings. 

Prior to the purchase of Summit in July 2000, the Com
pany began assessing and formulating a plan to exit the 
leased facility which represented Summitis corporate 
headquarters. 1nese actions resulted in the accrual of 
severance for approximately 180 employees and other 
costs, as well as lease payments on the vacated facility as 
of the acquisition date which was recorded as part of the 
purchase price of Summit During the first half of 2001, 
the closure of this facility was completed and severance 
payments were made. The remaining lease costs will be 
paid out over the remaining lease term through 2005. 

Employee Other 
Termination Exit 

Benefits Cos1s Total 

Balance, December 31, 1999 $ 7.4 $ - $ 7.4 
Accrued 

, Summit acquisition 10.5 2.8 13.3 
\ Spending (11.2) - {11.2) 

Balance, December 31, 2000 6.7 2.8 9.5 
Accrued 
Spending (6.7) (0.2) (6.9) 

Balance, December 31, 2001 - 2.6 2.6 
Spending - (0.7) (0.7) 

Balance, December 31, 2002 $ - $ 1.9 $ 1.9 

The exit cost accrual is included in other current liabilities 
in the accompanying consolidated balance sheets. 

(20) Unaudited Quarterly Information 

Three Months Ended 

March 31, June 30, September 30, December 31, 

2002 
Sales $ 707 $ 809 $ 744 $ 749 
Operating income 152 237 196 119 
Net earnings 94 163 125 85 

Basic earnings per 

common share $ 0.33 $ 0.53 $ 0.41 $ 0.26 
Diluted earnings per 

common share 0.33 0.53 0.41 0.26 

Three Months Ended 

March 31, June 30, September 30, December 31, 

2001 

Sales $ 655 $ 746 $ 676 $ 671 
Operating income 152 176 138 123 
Net earnings 85 103 71 57 

Basic and diluted 

earnings per 

common share $ 0.28 $ 0.34 S 0.24 $ 0.19 

Quarterly sales trends reflect the seasonality in several 
products, including ocular allergy and otic products, in the 
form of increased sales during the spring months. 
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Report of the 
Group Auditors 
to the General Meeting. 
of Alcon, Inc. 

As group auditors, we have audited the consolidated financial statements (consolidated balance sheets and related 
consolidated statements of earnings, shareholders' equity and comprehensive income, and cash flows) of Alcon, Inc. 
and subsidiaries for the year ended December 31, 2002, as included in Item 18 of the Form 20-F of Alcon, Inc. and 
as included in the Annual Report on pages 60 to 80, and the Swiss disclosure requirements on page 82. \ 

These consolidated financial statements are the responsibility of the Board of Directors. Our responsibility is to express 
an opinion on 1hese consolidated financial statements based on our audit. We confirm that we meet the legal require
ments concerning professional qualification and independence. 

Our audit was conducted in accordance with auditing standards promulgated by the Swiss profession and with 
auditing standards generally accepted in the United States of America, which require that an audit be planned and 
performed to obtain reasonable assurance about whether the consolidated financial statements are free from material 
misstatement. We have examined on a test basis evidence supporting the amounts and disclosures in the consolidated 
financial statements. We have also assessed the accounting principles used, significant estimates made and the over
all consolidated financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements give a true and fair view of the financial position, the results of oper
ations and the cash flows in accordance with accounting principles generally accepted in the United States of America 
(US GAAP) and comply with Swiss law. 

We recommend that the consolidated financial statements submitted to you be approved. 

KPMG Klynveld Peat Marwick Goerdeler SA 

Zurich, Switzerland 
January 31, 2003 
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Alcon, Inc. 
and Subsidiaries 
Swiss Discuosure 
Requirements 
~n millions of US dollars) 

The consolidated balance sheets of Alcon, Inc. and sub
sidiaries (the Company) as of December 31, 2002 and 
2001, and the related consolidated statements of earn
ings, shareholders' equity and comprehensive income, 
and cash flows for each of the three yea~ in the period 
ended December 31, 2002 have been prepared in accor
dance with US Generally Accepted Accounting Principles 
and are included in Item 18 of the Form 20-F of Alcon, Inc. 
and in the Annual Report on pages 60 to 80. SWiss law 
requires additional reporting disclosures and are included 
in the notes below. 

(1) Significant Shareholders 

Nestle S.A. holds 74.46% of the common shares of 
Alcon, Inc. The remaining shares are publicly traded on 
the New York Stock Exchange since March 21, 2002. 
Alcon, Inc. is not aware of any other significant share
holder holding, directly or indirecUy, 5% or more of the 
common shares. 

(2) Investment in Subsidiaries 

\ The following is a list of Alcon, lnc.'s and subsidiaries 
major invesbnents as of December 31, 2002. The con
solidated ownership of each of these investments as of 
December 31, 2002 is 100%. 

Name Domicile Activity 

Summit Autonomous Inc. Massachusetts, USA Holding 

Autonomous Technologies Delaware, USA Holding 

Corporation 
Alcon Holdings Inc. Delaware, USA Holding 

Alcon Pharmaceuticals, Inc. Delaware,USA Distributor 

Falcon Pharmaceuticals, Ltd. Texas, USA Disbibutor 

Refractive Horizons, LP. Texas, USA Distributor 

Alcon Laboratories (UK) Ltd. Herts, UK Distributor 

Alcon Pharmaceuticals Ltd. Hi.inenberg, Switzer1and Distributor 

Alcon Japan Ltd. Tokyo, Japan Distributor 

Alcon Laboratories Frenchs Forest, Distributor 

(Australia) Ply. Ltd. Australia 
Alcon Canada Inc. 

Alcon (Puerto Rico) Inc. 

Alcon Hong Kong, Ltd. 
Alcon Pte Ltd. 

Missisauga, Canada 

Puerto Rico 

Hong Kong 

Singapore 

Distributor 

Disbibutor 

Disbibutor 

Disbibutor 

Issued 

share 
capital 

$ 0.1 

0.1 

0.1 

0.1 

0.1 
0.1 

4.9 

0.1 
3.7 

2.0 

4.3 

0.1 
0.1 
0.1 

Issued 

share 

Name Domicile Activity capital 

Alcon Italia S.p.A. Milan, Italy Distributor $ 1.7 

Alcon Pharma GmbH Freiburg, Germany Distributor 0.5 

Alcon Laboratories, Inc. Delaware, USA Manufacturer 0.1 

and Distributor 

S.A. Alcon-Couvreur N.V. Puurs, Belgium Manufacturer 2.4 
and Disbibutor 

Alcon Cusi, S.A. El Masnou (Barcelona), Manufacturer 15.0 

Spain and Distributor 

Laboratoires Alcon S.A. Rueil-Malmaison, Manufacturer 13.5 

France and Distributor 

Alcon Laboratorios do Sao Paulo, Brazil Manufacturer 10.6 

Brasil Ltda. and Distributor 

Alcon Laboratorios, S.A. Mexico c~ Mexico Manufacturer 4.7 

de c.v. and Distributor 

Alcon (China) Ophthalmic Beijing, China Manufacturer 1.2 

Product Co., Ltd. and Distributor 

Alcon Manufacturing, Ltd. Texas,USA Manufacturer 0.1 

Alcon Ireland B.V. Amsterdam, Manufacturer 0.1 

The Nether1ands 

Alcon Capital Corporation Delaware, USA Finance 0.1 

N.V. Alcon Coordination Puurs, Belgium Finance 371.2 

Center 

Alcon Credit Corporation Hi.inenberg, SWitzer1and Finance 0.6 

Alcon Finance PLC Cork, Ireland Finance 0.1 

Alcon ReseaR:h, Ltd. Texas, USA ReseaR:h & 0.1 
Development 

Trinity River Insurance Co. Bermuda Captive 0.1 

Ltd. Insurance 

(3) FDCed Assets 

The fire insurance value for fixed assets amounts to 
$1,383.3 and $1,105.4 at December 31, 2002 and 2001, 
respectively. 

(4) Expense by Nature 

The following items are allocated to the appropriate 
headings of expenses by function in the consolidated 
statements of earnings for the year ended December 31. 

2002 2001 

Depreciation of property, plant and equipment $ 92.0 $ 78.3 
Salaries and welfare expenses 933.3 844.9 

Direct material cost 324.6 294.3 
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Report of the 
Statutory Auditors 
to the General Meetin 
of Alcon, Inc., HUnenberg 

As statutory auditors, we have audited the accounting records and the financial statements (balance sheet, statement 
of earnings and retained earnings and notes) of Alcon, Inc. for the year ended December 31, 2002. 

These financial statements are the responsibility of the Board of Directors. Our responsibility is to express an opinion , 
on these financial statements based on our audit. We confirm that we meet the legal requirements concerning \ 
professional qualification and independence. 

Our audit was conducted in accordance with auditing standards promulgated by the SWiss profession, which require 
that an audit be planned and performed to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. We have examined on a test basis evidence supporting the amounts and disclosures 
in the financial statements. We have also assessed the accounting principles used, significant estimates made and the 
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the accounting records and financial statements and the proposed appropriation of available earnings 
comply with SWiss law and the company's articles of association. 

We recommend that the financial statements submitted to you be approved. 

KPMG Klynveld Peat Marwick Goerdeler SA 

Dr. Elisabeth Kruck Thomas Affolter 
SWiss Certified Accountant SWiss Certified Accountant 
Auditor in charge 

ZUg, February 18, 2003 

Enclosures: 
• Financial statements {balance sheet, statement of earnings and retained earnings and notes) 
• Proposed appropriation of available earnings 
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Balance Sheet 

As of December 31, Note 

Assets 
Current assets: 

Cash and banks 
Accounts receivable: 

Due from affiliated companies 
Due from parent company 

Treasury shares 
Prepayments and other current assets 

Non-current assets: 
Loans due from affiliated companies 5 
lnvesbnents 4 
Intangible assets 

Liabilities and Shareholder's Equity 
Current liabilities: 

Bank overdraft 
Accounts payable: 

' Due to third parties 
\ 

Due to affiliated companies 
Accrued income taxes 
Other accrued liabilities 
Provision for unrealised exchange gains 

Non-current liabilities: 
Loan due to affiliated company 
Other long-term liabilities 
Provisions 

Shareholder's equity: 
Share capital 6 
Legal reserve 7 
Reserve for own shares 8 
Other reserve 
Retained earnings 

2002 

CHF 

1, 164,503,393 

84,059,224 
-

10,926,520 
6,347,079 

1,265,836,216 

1, 136,079,577 
865,872,253 
186,330,421 

2, 188,282,251 

3,454, 118,467 

-
16,803 

363,785, 120 
14,893,898 
19,566,848 

-
398,262,669 

-
179,780,625 

1,395,000,000 

1,574,780,625 

61,846,340 
605,449,967 

11,838,545 
-

801,940,321 

1,481,075, 173 

3,454,118,467 

2001 

CHF 

3,578,773 

261,294,488 
468,361,875 

-
356,694 

733,591,830 

1,835,565,677 
981,883,449 
195,344,222 

3,012,793,348 

3,746,385, 178 

1,646,104 

851,625 
490,446,747 

14,947,334 
67,700,764 
88,664,354 

664,256,928 

528,227,362 
250,868,708 

-
779,096,070 

60,000,000 
602,433,711 

100,000 
1,640,498,469 

2,303,032, 180 

3,746,385, 178 
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2001 I 

CHF • I 

3,578,773 

61,294,488 I 
68,361,875 

-
I 

356,694 ' 
I 

33,591,830 I 
I 

35,565,677 I 
81,883,449 
95,344,222 

12,793,348 
I 46,385,178 I 

1,646,104 

851,625 
:K>,446, 7 4 7 
14,947,334 
57,700,764 
38,664,354 

54,256,928 I 

~,227,362 ! 
j(),868, 708 

r9,096,070 

>0,000,000 
)2,433,711 

100,000 
l0,498,469 

K3,032,180 

~,385,178 

I 

Statement of 
Earnings and 
Retained Earnings 

For the year ended December 31, 

Income 

Dividend income 
Royalty income 

Other invesbnent income 
Interest income 
Miscellaneous income 

Expenses 

Royalty expenses 

Research and development expenses 
Outside services and fees 
Amortization of intangibles 
lnvesbnent write downs 
Personnel related expenses 
Administration and other operating expenses 
Interest expenses 

Wrthholding and miscellaneous taxes 
Foreign exchange differences 
Other expenses 

Earnings before income taxes 
Income taxes 

Net earnings 

Retained earnings at beginning of the year 
Dividend distribution 

Retained earnings at end of the year 

2002 2001 
CHF CHF 

317,833,260 441,554,~ 
662,333,463 768,916,945 
636,680,970 

53,017,985 104,300,052 
4,984,540 4,808,581 

1,674,850,218 1,319,579,884 

(248,150,047) (137,731,855) 
(340,019,338) (338,409,651) 

(69,821,594) (61,990,872) 
(10,993,622) (11,666,262) 
(68,790,935) (35,618,116) 

(3,862,837) 
(24,381,688) (16,914,509) 
(10,351,852) (46,000, 133) 

(9,658,230) (15,331,500) 
(71,894,886) (4,883,739) 
(14,488,964) (91,766,519) 

(872,413,993) (760,313,156) 

802,436,225 559,266,728 
(495,904) (15,066,792) 

801,940,321 544, 199,936 
1,640,498,469 1,096,298,533 

(1,640,498,469) 

801,940,321 1,640,498,469 
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Notes 
to the 
Financial 
Statements 

(1) General 

The Company is registered in Hiinenberg in the Canton 
of Zug, SWitzertand. Its principal activity is holding 
invesbnents, patents, trademarks and ~nical and 
indusbial know-how. 

Nestle S.A. holds 74.46% of the common shares of 
Alcon, Inc. The remaining shares are publicly traded at 
the New York Stock Exchange (NYSE) since March 21, 
2002. The Company is not aware of any other significant 
shareholder holding, directly or indirectly, 5% or more of 
the share capital. 

(2) Significant Accounting Policies 

The accounting policies followed for dealing with items 
which are judged material or critical in determining the 
results for the year and stating the financial position are 
as follows: 

(2. 1) Foreign Currency Translation: The accounting records 
are kept in USO, which is the functional currency of the 
Company. Assets and liabilities which arise in currencies 

\ 91:her than USO are translated at the rates of exchange 
prevailing at year-end; revenues and expenses are con
verted at monthly booking rates. 

For statutory purposes, the financial statements are trans
lated into CHF at the following rates: 

lnvesbnents - at historical rates 
Other assets and liabilities - at year-end rates 
Equity - at historical rates 
Income and expenses - at average rates 

Net exchange gains and losses on translation and transac
tions are recognized in the income statement, except for 
unrealised gains which are deferred. 

(2.2) Investments: lnvesbnents are recorded at cost 
or are written down on a conservative basis, taking into 
account the profitability of the company concerned. 

(2.3) Treasury Shares: Treasury shares are carried at the 
lower of cost or market. 

(2.4) Intangible Assets: The intangible assets are amortized 
on a straight-line basis over a period between seven and 
twenty years. 

(2.5) Taxation: Provision has been made for all Federal 
and Cantonal income and capital taxes estimated to 
be payable on the basis of earnings reported through 
December 31, 2002. 

(2.6) Hedging: The Company uses forward foreign exchange 
contracts to hedge foreign currency flows and positions, 
and also uses interest rate swaps to manage the interest 
rate risk. 

(3) Comparative Financial Statements 

Certain captions of the 2001 comparative financial state
ments have been reclassified in order to conform with the 
presentation used in 2002. 
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(4) Investments in Subsidiaries 

The following is a list of the Company's major invesbnents that remained unchanged since 2001: 

Name Domicile Activity Issued share capital Ownership., 

S.A. Alcon-Cowreur N.\l Puurs, Belgium Manufacturer and Disbibutor EUR 4,491,831 99.62% 

Alcon Cusi, $.A. El Masnou (Barcelona), Spain Manufacturer and Distributor EUR 11,599,783 100.00% 

Laboratoires Alcon S.A. Rueil-Malmaison, France Manufacturer and Distributor EUR 12,579,102 100.00% 

Alcon Laboratories (UK) Ltd. Herts, UK Distributor GBP 3,100,000 100.00% 

Alcon Pharmaceuticals Ltd. HUnenberg, Switzertand Distributor CHF 100,000 100.00% 

Alcon Japan Ltd. Tokyo, Japan Distributor JPV 27,500,000 100.00% 

Alcon Laboratories (Australia) Pty. Ltd. Frenchs Forest, Australia Distributor AUD 2,550,000 100.00% 

Alcon Canada Inc. Missisauga, Canada Distributor CAD (Shares with no 100.00% 

nominal value) 

Alcon (Puerto Rico) Inc. Puerto Rico Distributor USO 100 100.00% 

Alcon Laboratorios do Brasil Ltda. Sao Paulo, Brazil Manufacturer and Distributor BRL 7,729,167 100.00% 

Alcon Laboratorios S.A., de C.\l Mexico~ Mexico Manufacturer and Distributor MXP 5,915,300 100.00% 

Trinity River Insurance Co. Ltd. Bermuda Insurance Activities USO 120,000 100.00% 

Alcon Hong Kong, Ltd. Hong Kong Distributor HKD 77,000 100.00% 

Alcon Pte Ltd. Singapore Distributor $GD 164,000 100.00% 

Alcon (China) Ophthalmic Product Co., Ltd. Beijing, China Manufacturer and Disbibutor USO 1,357,455 100.00% 

Alcon Ireland 8.\£ Amsterdam, The Nether1ands Manufacturer EUR 395,696 100.00% 

N.\l Alcon Coordination Center Puurs, Belgium Finance EUR 415,000,000 86.16% 

Alcon Italia S.p.A. Milan, Italy Distributor EUR 1,300,000 99.00% 

The following is a list of the Company's major invesbnents that were changed or newly acquired during 2002: 

December 31, 2002 December31,2001 

Name Domicile Activity Issued share capital / Ownership Issued share capital / Ownership 

Alcon Holdings Inc. Wilmington, USA U.S. Sub-Holding 

Common shares USO 10/ 100.00% USO 10/ 100.00% 

Preferred shares A - CHF 15,000 / 100.00% 

Preferred shares B - CHF 5,0001100.00% 

Preferred shares C - CHF 4,000 / 100.00% 

Preferred shares D - USO 10/ 79.00% 

Alcon Laboratuvarlari Ticaret A.S. Istanbul, Tur1<ey Distributor TRL 17,724,114,600,000 / 100.00% TRL 11,606,000,000,000 / 85.00% 

Alcon Pharma Gmbtl Freiburg, Germany Disbibutor EUR 511,292 / 100.00% 

Alcon Credit Corporation Hunenberg, SWitzerland Fu,ance CHF 1,000,000 / 100.00% 

Alcon Finance PLC Cor1<, Ireland Finance EUR 38,100/ 100.00% 
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(5) Loans Due from Affiliated Companies 

The Company has signed two subordination agree
ments for loans due from two subsidiaries 1hat amount 
to CHF 8,591,000 as of December 31, 2002. (2001: 
CHF 8,416,700). 

(6) Share Capital 

As of December 31, 2002 the Company's share capital 
comprises 309,231,699 issued and fully paid registered 
shares with a nominal value of CHF 0.20 each (2001: 
300,000,000 shares). 

The General Meeting held on February 25, 2002 resolved 
that the share capital may be increased in an amount 
not to exceed CHF 6,000,000 through the issuance of 
up to 30,000,000 fully paid registered shares with a nom
inal value of CHF 0.20 per share in connection with the 
issuance of new shares or options to employees or direc
tors of the Company and group companies. 

The Conditional Capital was reduced during the year by 
2, 165,699 shares due to the conversion of the Phantom 

, Stock Plan into the new Alcon Incentive Plan for personnel, 
\ and by 91,000 shares due to the issuance of new shares 
based on exercises of share options by employees. 

As of December 31, 2002 the Conditional Capital amounts 
to 27,743,301 registered shares at CHF 0.20 each repre
senting a total of CHF 5,548,660. 

(7) Legal Reserve 

The Company appropriates earnings to a legal reserve in 
accordance with the provisions of SWiss law. For holding 
companies such a reserve is, to the extent of 20% of the 
share capital, not readily available for distribution. 

(8) Reserve for Own Shares 

During the year a total of 199,532 shares have been 
acquired at a cost of CHF 11,838,545. These shares 
will be recorded in the Share Register as being without 
voting rights and will not rank for dividends. 

The total of 199,532 own shares held at December 31, 
2002 represents 0.06% of Alcon lnc.'s share capital. 

(9) Commibnents 

The Company is committed to make future minimum 
payments under non-cancelable patent and know-how 
licence agreements 1hat amount to approximately CHF 
59 million as of December 31, 2002 (2001: approximately 
CHF 108 million). 

(10) Contingent Liabilities 

The Company issued guarantees to third parties on behalf 
of subsidiaries 1hat amount to approximately CHF 11 mil
lion (2001: CHF 9 million). 
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Proposed 
Appropriation of 
Available Earnings 

According to the proposal submitted by the Board of Directors, the retained earnings of CHF 801,940,321 are to be 
appropriated as follows: 

Dividend for 2002, CHF 0.45 per share on 309,032,167 shares 
Dividend for 2002, CHF 0.45 per share on 414,911 shares reserved for the option rights 

which may be exercised in 2003 prior to the record date for dividend payments (a) 
Balance to be canied forward 

\ 

139,064,475 

186,710 
662,689, 136 

801,940,321 

(a) The dividends on those shares for which the option rights will not have been exercised by the date of the dividend 
payment will be transferred to retained earnings. 

The gross dividend amounts to CHF 0.45 per share. After deduction of the federal withholding tax of 35%, a net 
amount of CHF 0.2925 per share will be payable. 
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Corporate Information 

Corporate Headquarters 
Bosch69 
CH-6331 Hunenberg 
SWitzer1and 
+41 (41) 785 88 88 

Board of Directors 
Timothy R.G. Sear, Chairman (3) 

Peter Brabeck-Lebnathe, Vice-Chairman 11, 5J 
Werner Bauer; Ph.D. (2) 

Francisco Castaner (Z 6) 

Dr. Wolfgang H. Reichenberger (3) 

James I. Cash, Jr., Ph.D. (4, 1, a) 

Philip H. Geier, Jr. 11, 4, 5, 6, 7) 

Lodewijk J.R. de Vink (Z 4, 5, 6, 7J 

(1) Term expires in 2003 
(2) Term expires in 2004 
(3) Term expires in 2005 
(4) Audit Committee 
(5) Nominating/Corporate Governance Convnittee 
(6) Compensation Committee 
m Independent Director 
(8) Resigned effective December 31, 2002 

U.S. General Office 
6201 South Freeway 
Fort Worth, Texas 76134 
(817) 293-0450 

Website 
www.alconinc.com 

Common Stock 
'The: Company's common stock is listed on the 
NYSE under the ticker symbol ACL. 

Transfer Agent and Registrar 
ThP- Bank of New York 
620 Avenue of the Americas 
New York, New York 10011 
www.stockbny.com 
www.adf'bm(.com 

Investor Relations 
Vice Presidertt of Investor Relations 
6201 South Freevvay 
Fort Worth, Texas 76134 
(800) 400-8599 

Auditors and Group Auditors 
KPMG K.lynveld Peat Marwick Goerdeler SA 
Badenerstrasse 172 
CH-8004 Zurich, Switzerland 
+41 (1) 249 31 31 
www.kpmg.com 

Special Auditors 
Zet 1501' AU' liting .td. 
Metallstrasse 9 
CH-6300 Zug, SWitzertand 
+41 (41) 7117704 

Cautionary Note Regarding Forward-l.ookin Statements This Annual Report contains forward-looking statements, including, but not limited to, statements about the progress of our 
research and development piogiams; the receipt of regulatory approvals; competition in our industry; the impact of penda,g or future litigation; changes in, or the failure or inability to 
comply with, governmental regulations; the sizes of and growth rates in our markets and our share of them; exchange rate fluctuations; general economic conditions; demographic and 
other trends affecting the ophthalmic indusby and future demand for our products; and our financial condition and results of operations. Words such as "may," ''will," "should," "could," 
"would," "expect," ''plan," "anticipate," "believe," "intend," "estimate," "project," "predict," "potential" and similar expressions are Intended to identifyforwanl..lookin statements. These 
statements reflect our current views with respect to future events and are based on assunptions and subject to in:ertainty and known and unknown risks that may cause our actual 
results, performance or achievements to be materially different from what we expect or what is expressed or implied by our forward-looking statements. You should not place undue 
reliance on these forward-looking statements, because they represent our estimates and assumptions only as of the date of this report and do not give any assurance as to future results. 
Factors that might cause future results to differ include, but are not limited to: the production and laln:h of commercially viable products may take longer and cost more than expected; 
research and development expenditures may not yield products that achieve commercial success; changes in the competitive environment, third-party reimbursement procedures, the 
economic environment, conditions in our markets, currency exchange rate fluctuations and other uncontrollable factors; future events with material W1foreseen impacts, including, but 
not limited to, war, natural disasters and acts of tenorisrn; supply and manufacturing disruptions; the availability of qualified personnel necessary to grow our business; difficulty in pro
tecting our intellectual property rights; pending or future litigation, goverMlent regulation or legislation; product recalls or withdrawals; and the occurrence of environmental liabilities 
arising from our operations. You should read this report completely and with the understanding that we qualify all of our~ statements by these cautionary statements. We 
undertake no obligation to publicly update or revise any of these forward-looking statements, whether to reflect new information or future events or circumstances or otherwise. 



SALESMAN'S CASES 
Multi-use cases especially designed for 
rugged use by salesmen. Styled of rir.hly 
grained heavy gauge ABS plastic
t rimmed with distinctive tongue and 
groove aluminum valance. Withstands 
roughest use and baggage handling. 
Priced delivered to your address. 

$12.50 

TH=EMl'~lMPANY • . :JI ~ 
817 /732-5555 3817 RUTLEDGE 

FORT WORTH, TEXAS 76107 .,,,..--------, 
1 

COSTS LESS 1 

THAN A GOOD 
TYPEWRITER 

Let us demonstrate the KODAK 
READYPRINT in your office and 
we'll prove there's no need to in· 
vest a fortune in an office copier! 
It gives you an easy-to-read copy 
of anything printed, written or 
drawn - iri seconds. So compact, 
costs only a trifle to buy and any
one can operate the READYPRINT. 
Call now for a demonstration in 
your own office. 

\ ED 2-7481 W. Sixth & Bailey ...._ ________ .,, 
36 • 

ALCON ANNOUNCES 
NEW BUILDING PROJECT 

Alcon Laboratories, Inc., last month 
announced an expansion project which 
will double the size of its present admin
istration building and provide additional 
facilities for its growing domestic and 
international operations. 

A 19,000 square foot addition, consist
ing primarily of office space, will be built 
adjoining the south side of the company's 
present administration building on the 
Alcon complex at 6201 South Freeway, 
William C. Conner, president, announced. 

This is Aleen's second major expansion 
project within the past two years. Last 
year, t he company opened its new Science 
and Research Center. 

The addition to the administration 
building will provide new ofice space for 
Aleen's domestic Ophthalmic, Surgical, 
Pediatric and Optical Divisions and for 

the company's International Division. The 
Alcon corporate group will occupy an ex
panded area in the existing administra
tion building, which will also include pro
vision for a major expansion of the Com
puter Department, Conner said. 

Construction on the new addition is 
scheduled to begin in the latter part of 
January, with completion targeted for 
September 1970. Lawrence D. White As
sociates are the architects on the project. 

Alcon specializes in manufacturing 
pharmaceuticals for treating diseases of 
the eye, and also optical and surgical 
products. It markets these domestically 
and internationally. In the past year. it 
also entered the pediatrics field. Sub
sidiary companies manufacture drugs 
treating urological disorders and manu
facture, import and distribute stainless 
steel surgical instruments. 
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EYE CARE 

Alcon announces new . · 
cataract-removal device 

FORT WORTH -Alcon 
has introduced a cataract-re
·moval device called Inffaiti 
Vision System. The.Infuiiti is .. : 
the first surgical instrument .: 
that gives surgeons a choice 
of three methods to ·remove 
cataracts: advanced ultra'
sound, a combination of ultra-. 
sound and oscillation, or a 
new ligu~faction device that__ ._ .. 

. generates pulses of surgical 
solution to safely br~akJIP.. ~ ... 
and remove tissue. •~Toi · · 
Infiniti system is an entirely • ~ 
new surgical platform that we _1 

believe 'will allow Alcon to ex
_pand our global leadership 
position-in opbthaln:tic · 
surgery," said Carr.-Rayment, 
senior vice president . 

f\ _i ✓ ~L 
;; I rf l / Ii ~ ., . 

I ~,11. /: 
J ) ' .. 
: L.1 ,i 

I. lt .,_, 
/· ( . . . 



) \ ' ~ ,. 
' . j --.l 

~~ 

;:__ 
t , 

vJ,/ 
z 

HEALTHCARE 
: \ ~t\_t" ~ \ . 

'\ Wb q · 

Alcon announces plans to build plant in Singapore 
The Fort Worth-based eye-care company is hoping for big 
sales gains in China, India and other parts of Asia. 

. . 

president of global manufac.- sumers at its European plants, 
turing and technical opera'- with its Fort Worth plant doing 
tions, said in a statement. some of the work. Butthosefa-

By MARIA M. PEROTIN 
mperotin@star-telegram.com 

Fort Worth-based Alcon in
tends to build a drug-manu
facturing plant in Singapore to 
serve its fast-growing Asian 
markets, the eye-care compa
ny announced Monday. 

have the. facility up and run
ning by 2012. Executives ex
pect to empfoy more than 150 
workers within three years of 
starting production. 

"Given the rapid growth in 
this region, this plant is inte
gral to our ability to meet fu. 
ture market demands," Ed 
McGo~i h, Alcon's senior vice 

Alcon in Asia: Alcon's drug cilities·wouldn'tbe able to take 
sales in Asia have grown more . on . the .· increased . demand 
than 20 percent in recent from Asia as well as the growth 
years, and executives antici- that's anticipated in other 
pate significant future growth, parts of the world, she s_aid. 
especially in India and China, "W.e were almost at capac
spokeswoman Kat Golden ity, based on the projections in 
said Monday. Asia, so we weren't going to be 

The company · plans to 
~reak ground next ynar and to 

The company produces able to handle it," Golden said. 
most drugs for its Asian con• M,ore on ALCON ( ' , 3C 

\ ;i 
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·Alcon: Plant will help meet increasing 
\S(¼~" \,icoi 

demand in Asia 
CONTINUED FROM lC 

"It made sense to actually 
build in the region to support 
the region." 

About the plarit: Alcon 
· chose the site in Singapore 
· because of the city-state's 
skilled work force and well
established government in
frastructure. It'll lease 20 
acres for a 250,000-square
foot facility in a biomedical 
park that's already home to 
several other drug compa
nies. 

Alcon intends to make 
several of its major products 
there, including the glauco
ma drug Travatan, the allergy 
·medicine Patanol, Vigamox 

antibiotic solution, Tobradex 
for eye infections and Sys
tane eyedrops. · 

Alcon manufacturing: 
The company operates man
ufacturing facilities at 13 sites 
around the world, including 
five in the United States. Six 
of those plants make drugs, 
while others focus on surgical 
equipment or other prod
ucts. At its Fort Worth head
quarters, the company has 
two facilities that make surgi
cal supplies, drugs and con
sumer .products. 

Alcon plans to continue to 
produce drugs for Japanese 
customers mainly at its Euro-. 
pean plants, with Singapore 

Alcon manufacturing 
Alcon has more than a dozen manufacturing plants, mainly in the 
United States and Europe. The company makes ophthalmic surgi
cal equipment, drugs, contact-lens solution and other consumer 
products. 

Manufacturing locations: 

Fort Worth 
Houston 

Huntington, w'. Va. 
Irvine, Calif. 
Sinking Spring, Pa. 
Orlando, Fla. 
Mexico City 

Sao Paulo, Brazil 
· Cork, Ireland 

Puurs, Belgium 
Kayersberg, France 
Schaffhausen, Switzerland 
Barcelona, Spain 
Beijing 

the Singapore plant gets up to 
speed. 

sef'ling other Asian markets, 
Golden said. And none of the 
existing facilities should see 
producticin declines w hPn . M4Dla U 
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Alcon announces plans to buy 
Ger1nan mal<er of optic lasers 

New CFO named The move would strengthen the 
company in the LASIK m~et. 

By MARIAM. PEROTIN \1,. ~ J\j 
mperotln@star-telegram.com . 'llt) / 

An executive from Alcon's parent company; Nestle, 
· has been selected as the ophthalmology company's 
new chief financial officer. 

Richard Croarkin, who now serves as CFO of a 
After struggling for years to expand its 
refractive eye-surgery business, Fort 
Worth-based Alcon now intends to 
acquire a small German company 
that makes faster laser equipment. 

Nestle unit that sells bottled 
water, will start Aug. 1. 

The eye-care giant Monday an- · 
nounced plans to buy WaveLight AG 
in a deal valued at roughly $120 mil
lion. 

Croarkin 

He replaces Jacqualyn Fouse, 
who is leaving Alcon after five 
years to take a similar position at 
New York-based agribusiness 
giant Bunge Ltd. 

The move would strengthen Al
con•s· refractive operation ·_ com
monly known as LASIK surgery -
and enable the company to sell 
WaveLight's gear in the United States 
and abroad. 

Croarkin, who joined Nestle 
Waters North America in 1994, previously worked 
for Pepsico !nc. and has held executive positions· 
around the world. 

"Alcon has had ah enviable record of perfor
mahce since its IPO; and I am looking forward to 
the opportunity to help the company continue this 
success into the future;' Croarkin said in a state-

More on ALCON on 6C ment. released Monday. · - Maria M. Perotin · . . 
~ 
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Alcon: ·_company has.struggl_ed to gain_;_--;· 
sh.are i.f1 .c:ompetitive refr·active · market -· · 
CONTINUED FROM ,c position," said David Har-

Alcon, which controls mon, a Missouri analyst who 
about 12 percent of the U.S. tracks the laser eye-surgery 
market for refractive surgery . business . . 
equipment, expects to raise "It's hard, to sell new lasers 
its share to "the high teens" when your latest, greatest 
with the WaveLight acquisi- model can't do custom," Har
don: · · . monsaid. "It'srealJ,yputthem 

"That is a better place for in a bad position in the mar
us to grow from,''. said Doug ket." 
MacHatton, Alco n's vice pres- WaveLight, meanwhile, 
ident for investor relations. has been outselling,all other 

Growth has not come easi- laser manufacturers for the 
ly for Alcon's refractive laser past two years outside the 
business. - United States, he said. But the 

The company entered the German company has only a 
sector after competitors had small presence in the, U.S., 
already gotten a significant where surgeons typically pay 

·jump-start. Refractive equip- lucrative per-procedure fees 
ment accounts for 1 percent that make the business much 
of Alcon's global business, more profitable here. _ 
producing $51.7 million in The combination of Al-

. sales in 2006. con's muscle and WaveLight's 
Sales of the company's La- technology may prove im

darVision system have fallen· portant to Alcon even beyond 
short of rival products, such the refractive business, Har
as the technologysold byCal- mon said. That's because it 
ifornia-based ·market lead~r could make it harder for ri
Advanced Medical Opti~s. ·· vals to parlay LASIK sales into 

In February, the federal a toehold in eye doctors' of
Food and Drug Administra- fices, where they'd love to nab 
tion recalled a colll-ponent of a piece ofAlcon's larger prod
Alcon's Ladar60Q0 device, ef- .uct lines - surgical equip
fectively rendering the laser ment, drugs and consumer 
useless to doctors for certain products.- · . , . 
customized surgeries. "Strategically, it's very im:- · 

Although industry watch- . portant, I think, for Alfon to 
ers expect Alcon to overcome have competitive products in 
that regulatory hurdle, the all areas," Harmon said. 
setback left Alcon in "a· sticky "That's kind of their whole 

. . 
. \::• 

business plan is to · be. tl}e 
leader in ophthalmolqgy.'r_ : 

Alcon's MacHatton :Srud 
the company is especially e~~ 
ger to offer WaveLight's Alle~ 
gretto laser to surgeons wlio 
specialize in treating pot;l). 
cataract sufferers and -LASII( 
patients. The Alle~ttq_ 
works about four times qio,::e 
quickly than Alcon's top 
model. . '.,:, 

Those high-volume doc
tors are integral toAlcon's OR
going effor~ to promote us. 
latest generations of highe,r.- . 
priced artificial lenses to cat, 
aract patients. .. · 

"That's a key customer 
group for us, and we felt it 
was important for us to. h~ve 
a refractive offering that was 
highly attractive · to them,'~ 
MacHatton said . . 

Alcon expects the Wave
Light acquisition to be com-. 
pleted in about four monpi&. 

Its bid includes a price of 
10 euros perWaveLightshare, · 
as well as the assumption of 
various liabilities - bringing'. 
the total cost to 80 million to 
90 million euros, MacHattoit 
said. 

Alcon shares.(ticker: ACI.f 
closed up 39 cents Monday at
$143.38 · on th~ New York 
Stock Exchange. 

MARIA M. P,EROTIN, 817-390-7339"' . 



t 
.,; ;aJ 

'-. .... 
-.l 

~ 
,.J 

~ 
~\ ~ 

. \ 

EYE CARE . \'2..,.F~~ 

Alcon axes 125 Fort Worth jobs 

Alcon, which has about 2,800 workers in Fort Worth, has long been one of the community's largest, most stable employers. STAR-TELEGRAM ARCHIVES 

But CEO cites another 'solid performance' for quarter 
By MARIA M. PEROTIN mperotin@star-telegram.com 

Alcon is laying off 260 employees worldwide as 
the ailing U.S. economy and international curren
cy fluctuations continue to take a toll on the eye
care giant's sales growth. 

The Fort Worth-based company, which makes 
pharmaceuticals, surgery equipment and con
sumer products, reported fourth-quarter revenue 
Wednesday of$1.5 billion. That marked a 1.9 per
cent increase, a meager gain for a business that for 

years has been accustomed to double-digit sales· 
growth. 

Excluding the effect of currency changes and 
an acquisition, Aleen's sales growth would have 
been 6.4 percent. 

Profit for the quarter was $423.6 million, up 
from $376.5 million. 

"From my perspective, Alcon again had a solid 
-performance, not only for the fourth quarter but 
2008 - despite what we saw in the second half of 

an increasingly challenging market," Alcon Chief 
Executive Cary Rayment said Wednesday. "We 
feel that we continued to outperform our compe
tition." 

Even so, the company is cutting expenses and 
reducing about 1.5 percent of its work force to fo
cus on developing new products and on doing 
business in emerging markets, such as China and 
India, he said. 

"We've got to ensure that we continue to have 
the resources to allocate to those opportunities," 

Mo(e on ALCON on 2C 



1 Alcon: Eye-care company is still strong, analyst says 
1 

CONTINUED FROM ,c Alcon's financial performance 11.-~ woi 
Rayment said. 

"And if there are markets 
that are slowing, then of 
course we have to look at 
that." 

Alcon notified workers 
Wednesday morning of the 
job cuts, which were felt the 
hardest at the headquarters, 

Sales 

- ----- - -- $7 
$6.29 

6 

4 

$3.01 

Of the 260 affected em
' . ployees, 125 are in Fort 

. I. Worth, 45 are elsewhere in 
the United States and the rest 
·are in other countries. 

-
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· · · "It was a very difficult day 
f6r us, as you might expect," f..lw-:e ti< .n "

·02 os 04 •os '06 ·01 ·oe 

. Rayment said. 
, Alcon, which has about Alcon's sales 

2008sales 
hl bu~rons 

i. · 2,800 workers in Fort Worth, 
has long been one of the 
community's largest, most 

·'·j · stable employers. The com- ¥,:3~rug~ 
pany consistently ranks 
among Fortune magazine's 
"100 best companies to work 
for," an.d its local work force 
had grown steadily in recent 

/, 

\ 
! 

lrt'I years. 
· Wednesday's J0 0b cuts consume• goods $0.45 I marked one of the few times 

·11'! ; t.rge') -
eq•111>ment $1.80 

U$ . 
conscmer 

goods 
$0.40 

lnt'l clrugs 
$1.24 

in the company's history 
when employees have been 
eliminated on a significant Total $6 29 

scale. There was a round of , •• "'' A«cn Ir,, 

STAR·TELEGRAI,! belt-tightening in the 1990s, 
said Doug MacHatton, Al-
con's vice pr~sident for inves- Still, Alcon remains a 

· tor relations. And the compa- strong company with lots of 
ny shut down an Orlando, cash, Viksjo said. And ma,ny 
Fla.,. manufacturing facility of its products, such as cata
about a year ago. ract surgery equipment, are 

"It's still something we ha- well-insulated from econom
ven'.t done a lot of, and we ic pressures because sales 
hope not to have to do a lot ·don't depend heavily on out
·of," MacHatton said. of-pocket spending by indi-

Jeff Viksjo, an analyst at vidual consumers. 
· Morningstar who follows Al- Kevin Buehler, the senior 

con, said the company is vice president who's slated to 
grappling with weak drug replace Rayment as Alcon's 
sales, a strong dollar that "ar- chief executive in April, said 
tificially hits their bottom the company continues to 
line" and the economic un- · benefit from its broad array of 

· certainty that's plaguing so products and its operations 
many businesses. in dozens of countries. But 

"This mighl:'be a reaction tluring the fourth quarter, 
to that. Trying to position the U.S. pharmaceutical sales re
business potentially to han- mained weak, cataract proce
dle lower profits, lower reve- .dures dipped, and growth 
nue. To position J:!,.e business slowed in som,e international 

.for next year, which looks markets. 
•murky for all firms, not just ' Alcon also· suffered from 
Alcon/' Viksjo said. economic conditions beyond 
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its control. 
The company collects its 

revenues in an array of cur
rencies, and its bottom line 
benefits from a weak U.S. dol
lar. So the Qollar's current 
strength has dampened Al-
con's results. , 

Despite that, Buehler ex
pects sales to increase this 
year and predicts that Alcon 
will boost its share of the oph
thalmology market. 
• , "We believe those prod
ucts are going to continue to 
have strong levels of de
mand," he said. "Even if we 
see slowing in these catego
ries, which is realistic in this 
environment, we're going to 
still pait icipate in real organ
ic growth." • 

Terrv Clower, associate di: 
rector of the Center for Eco
n omic Development at the 
University of No"rth Texas, 
said Alcon's weakening per
formance is unlikely to have 
much of a ripple effect 
throughout the Fort Worth 
area, where consumer confi
dence is already reeling. 

Although the job cuts are · 
terrible ,for individual dis- • 
placed workers, they also 
send a signa\ that Alcon is re
sponding to the economic 
turmoil, Clower said. 

"Part of the psychology of 
the market at this point is that 
the investors are, in-some re
spects, kind of expecting 
companies to be anpouncing 
some cutbacks and ways to 
save money," he said. "If you 

About Alcon 
Headquarters: lncorpora~
ed in Switzerland, with 
headquarters at 6201 
South Freeway, Fort Worth. 
Stock: Trades on the New 
York Stock Exchange as 
ACL. Closed Wednesday at 
$82.99, up 1 cent. 
History: Founded in 1945 
as a small Fort Worth phar
macy. Acquired by Nestle in 

. 1978 and partially spun off 
in 2002. A deal reached last 
year between Nestle and 
drugmaker Novartis AG is 
expected to· make Novartis 
the company's majority 
shareholder by 2011 . 
_Leadership: Kevin Buehler, 
who now is chief marketing 
officer, will become presi
dent and chief executive 
April 1. He'll replace Cary 
Rayment, who has been at 
the helm since·2004. 
Work force: About 15,000 
employees worldwide, 
including roughly 2,800 
workers in Fort Worth. 
Business areas: Eye
surgery equipment, pre
scription eye-care drugs 
and consumer products. 
Key products: lnfiniti 
system used by cataract 
surgeons; AcrySof line of 
artificial lenses; Travatan 
glaucoma treatment; Pata
day and Patane!, for eye 
allergies; Vigamox antibiotic. 
solution; Opti-Free contact
lens solution; Systane lubri
cant eyedrops. 
Online: www.alcon.com 

· .don'.t, you may not. be seen in 
the marketplace as doing 
enough to deal , with these 
current economic condi
tions." 

MacHatton said displace!i 
workers Vlrill receive sever
ance packages that include 
an additional two months on 
the payroll, a regular amount 
of payments based on their 
years of service, some extra 
cash to offset the price of 
health benefits, and out
placems,n t services. t , 

MARIAM. PEROTIN, 817-390-7339 
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Alcon celebrates so years 
.70 ~ UJDo/ 

The eye-care company continues to roll at its south-side plant, 
while adding manufacturing facilities to meet worldwide demand 

A manufacturing line at Alcon L.,boratories inside the Aspex building_ ·across the street from the main manufacturing center in Fort Worth. STAA•TELEGRM\'l<ElLEY CHINN 

By DIANNA HUNT dhunt.i)star·telegram.com 

The little bottles roll easily along _the assembly line, their pink or purple tops or signature green l~bels whipping along at a rapid clip. • 
The patented bottles, known as Drop-Tamers, have moved along conveyor belts at Alcon Laboratories since the 1950s, when·they were 

invented to carry a handful of sterile solutions to tho~sands of consumers with eye infections, allergies and other ophthalmic problems. 
Today, as Alcon Laboratories celebrates 50 years of manufacturing at its south Fort Worth headquarters, more than 150 million of the 

bottles are shipped a year, carrying prescription medication for treating glaucoma, infections and other eye disorders, and millions more 
containers are shipped out carrying over-the-counter solutions for allergies, dry eyes or contact lenses. 

Where o'nce women with hair covers packed boxes by hand for distribution, now nearly 1,000 workers, some in special suits in sealed 
rooms,' prepare and fill the C"ontainers to_ be shipped across the nation and internationally. More on ALCON on 3D 

An undated· photo of an early Alcon facility. The company is 
"celebrating its 50th anniversary. COURTESY OF ALCON 

L' 

~T"T7, 
Workers at Alcon in an undat~d photo. The company now em
ploys 1 s,009 worldwi~e. couRTESv oF A~N 

Aleen's headquarters at Interstate 35W and Altamesa Boule
vard in s_outh Fort Worth. STAIHELEGRAfol/lCEU.EY CHl!~N 

Alcon employee Clate Russell prepares bottles on a manufac
turing line. STAR-TELEGRAM/KELLEY CHINN . 

Company history 
1945 Pharmacists Robert Alexander and 
William Conner create Alcon Prescrip
tion Laboratory in Fort Worth. 
1947 Alcon Laboratories is incorporated 
with Conner as president and begins 
manufacturing specialty products, in
cluding vitamins and oral products, using 
a blender and a pressure cooker at 1109 
Main St. 
By 1950 Alcon has introduced its first 
two ophthalmic products: Ophthalzi[l for 
eye infections and Zindrin for red, itchy 
eyes. · 
1'953 Alexander and a West Texas physi
cian create and patent the Drop-Tainer 
bottle, now a standard for dispensing 
eye-care prod(!Cts. 
1959 Opens n!!W headquarters al')d 
manufacturing fadlity on Altamesa Bou
levard in south Fort Worth, and also 
opens its first international office, in 
-Canada. · 
1969 Surgical division is formed. 
1971 Goes public with a listing on the 
New York Stock Exchange, with sales of 
$31 m1llion. 
1972 Ed Schollmaier, an employee since 
1958, takes over as president. 
1978 Swiss food company Nestle ac

More on TIMELINE on 3D 
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~con: Company has felt the eff ec~s
0 
of the downturn, laying off 260 worldwide 

CONTINUED FROM 10 au.i er the years, the underlying Looking ahead Timeline 
They are among about concepthasn'tchangedmuch, Today, Alcon is the world's · 

3,400 employees a t Alcon's he said. leading eye-care company, 
Fort Worth facility and more "It's like a recipe," he said. with sales of $6.3 billion in 

. than 15,000 worldwide who "You take and mix it all togeth- 2008. The company produces 
work to put the company's er.'' eye-surgery equipment, its 
products in the hands of con- Carpenter started work just AcrySof intraocular lenses for 
sumers, particularly in fast- a month after he graduated cataract surgery, treatments 
growing Asian m arkets. from college, and he's been for glaucoma and eye and ear 

Throughout the years, as there ever since. Now, 35 years infections, and over-the-
manufacturing jobs have de- later, he isA!con's longest-ten- counter consumer products. A 
dined in Fort Worth · and ured manufacturing employ- new treatment for nasal aller-
across the country, Alcon has ee. gies, Patanase, hit the market 
remained a quiet but steady He met his wife at Alcon - in 2008, and Alcon researchers 
employer. her mother worked there - continue to work to develop 

Th e Fort .Worth plant and ~ and his son, Will Carpenter, is future treatments. 
headquarters have expanded \ an Alcon employee, in profes- But the company hasn't 
even as the company built a sional relat ions. been immune to the world-
global presence with other Don Carpenter has also wide economic woes. Sales 
plants around the globe. Quality assurance lab technician Cindy Dewberry has worked at • worked as a supervisor and in projections were downgraded 

"We are proud of the prog- Alcon since 1977, and materials manager Don Carpenter has been research and development last year, after consum ers be-
ress we have m ade over the there since 1974. STJHELEGRAM/l<ELLEYCHINN and was manager of exports gan cutting back on the mon-
past 50 years," said Dave before being recently named ey they spent on surgeries and 
Schoening, vice president of About Alcon materials manager for a new medications. This year, the 
the Fort Worth site's north Headquarters: Incorporated in Switzerland, with headquarters Alcon plant under construe- company laid off 260 employ-
manufacturing facility, which at 6201 South Freeway, Fort Worth. tion in Singapore. The plant ees worldwide, including 
handles large-volume prod- Finances: 2008 sales of $6.3 billion, net income of $2 billion, up will serve Asian markets, about 125 in Fort Worth. 
ucts. · 29 percent. Global sales reached $1.6S billion for the quarter where dl)mand for Alcon Just recently, the company 

''As our global business has ending in June, net earnings increased 2.6 percent. products is growing. announced that it was aban-
grown, we have continued to . Stock: Trades on the New York Stock Exchange as ACL. "Those are the big emerg- doning the study ofa drug that 

CONTINUED FROM 10 

quires Alcon, providing capital 
to accelerate growth. 
1982 The William C. Conner 
Research Center is estab
lished, allowing Alcon to ex-· 
pand its research into treat
ment of ocular diseases and 
disorders. 
1988 Acquires Sharpoint to 
expand into ophthalmic cut
ting instruments, with a manu
facturing facility in Sinking 
Spring, Pa. . 
1989 Buys CooperVision Sur
gical, a move that forms the 
leading ophthalmic surgical 
company in the world. 
1990 Irvine Technology Center 
opens for the development of 
ophthalmic instrumentation. 
1994 The FDA approves the 
AcrySof intraocular lens, now 
one of the most frequently 
implanted lenses in the world. 
1997 Introduces Patanol for 
the treatment of allergic con
junctivitis. 
1997 Tim Sear becomes the expand our operations and Leadership: Kevin Buehler, formerly the company's chief mar- ing markets," Carpenter said. had failed to meet expecta-

improve efficiencies here in keting officer, became president and chief executive this year, "It's a little more difficult to e:et tions as a possible treatment company's third president and 
Fort Worth in order to best replacing Cary Rayment, who had been at t he helm since. 2004. the products delivered." · foi age-related macular de- CEO. 
serve the global community in Work force: About 15,000 employees worldwide, including Cindy Dewberry is just a generation and glaucoma. 2000 Acquires Summit Auton-
preserving, restoring and en- about 3,400 in Fort Worth. few years behind Carpenter in Still, the company is ex- omous and Gireshaber to 
hancing eyesight - all while Business areas: Eye-surgery equipment, prescription eye-care tenure in the manufacturing peered to reach its targets this 
keeping and growing jobs here drugs and consumer products. division. year, and was credited in part 
in North Texas for over 50 Key products: lnfiniti system used by cataract surgeons; Aery- S!::, too, started work at Al- for parent corporation Nestle's 
years." Sof line of artificial lenses; Travatan glaucoma treatment; Pata- con just out of college, in 1977. rise in profit margins in the 

Building a business . 
Alcon Prescriptiqn Laboratory 
was formed in 1945 by Fort 
Worth pharmacists Robert Al
exander and William Conner 
- hence the name, Alcon -
and operated from a small 
building in downtown Fort 
Wortl1 that featured one of the 
area's first drive-through win
dows. 

The products were made at 
nigh t, when the pharmacy was 
closed, using a blender and a 
pressure cooker, according to 
Alcon files. 

In 1947, the pair formed Al
con Laboratories and began 
manufacturin g specialty 
--.... ~ ........ C' lnrhuHnct iniP.r.tahle 

day and Patanol, for eye allergies; Vigamox antibiotic solution; She had been doing an intern- first half of the year. 
Opti-Free contact-lens solution; Systane lubricant eyedrops. ship at St. Joseph's Hospital It continues to build global 
Online: www.alcon.com when one of the technicians demand, particularly in Asia, 

Alcon manufacturing 
Alcon has 12 manufacturing plants, including five in the United 
States, with another under construction in Singapore. The 
company makes ophthalmic surgical equipment, drugs, contact
lens solution and other consumer products. The locations are: 
United States Europe 
• Fort Worth • Cork, Ireland 
• Houston • Puurs, Belgium 
• Huntington, W.Va. • Kaysersberg, France 
• Irvine, Calif. • Schaffhausen, Switzerland 
• Sinking Spring, Pa. • Barcelona, Spain 
Latin America Asia 

, • Mexico City • Singapore 
• Sao Paulo, Brazil (to open in 2012) 

brought her a classified ad and is continuing to expand 
from the Star-Telegram listing worldwide. 
the Alcon job opening. Alcon operates manufac-

"He said, '.You should do turing facilities atl2 locations 
this. This is a great company,' " around the world, with five in 
she said. "That was the best the United States, including 
decision I have ever made." one in Houston. In Fort Worth, 

She started as a quality as- the company has two manu
surance lab technician, work- facturing plants that make 
ing in the chemistry depart- surgical supplies, pharmaceu
ment to test samples of th e so- ticals and consumer products. 
lutions. ·construction is under way 

When she first started, the in Singapore for a new plant 
compounders would bring expected to open in 2012. 
samples for her to test, which Products for Asia are now 
she did largely by hand. shipped largely from Europe-

Today, she still works in an plants, although some are 
flood in 1949, and the m en had Mixing by hand quality assurance but with far produced in Fort Worth. 

- - ~-··· --•-- -•--•--l ..l,Ffor.mt tPrhnolol!V. Each Those plants are ?Pe~ating 

enter the refractiv.e laser 
market and introduces Opti
Free Express, a contact lens 
disinfectant. 

'2001 Introduces Travatan for 
treating glaucoma. 
2002 Nestle takes Alcon pub
lic, selling about 25 percent of 
its shares. 
i003 Launches several flag
ship products, _include Systane 
for dry-eye symptoms, Viga
mox for "pink eye" treatment, 
Ciprodex for ear infections 
and the AcrySof Natural in
traocular lens. 
2004 Cary Rayment is named 
fourth president and CEO. 
2005 Launches its AcrySof 
ReSTOR intraocular lens. 
2007 Introduces the Pataday 
ophthalmic solution, a once-a
day prescription for treating 
itchy eyes. 
2008 Launches the company's 
first nasal product, Patanase 
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dined in Fo~n Worth and 
across the c:0W1try, Alcon has 
remained a quiet but steady 
employer. 

The Fort .Worth plant and 
headquarters have expanded 
even as the company built a 
global presence with other 
plants aroW1d the globe. 

"We are proud of the prog
ress we have made over the 
past 50 years," said Dave 
Schoening, vice president of 
the Fort Worth site's north 
manufacturing facility, which 
handles large-volume prod-
ucts. ' 

"As.our global business has 
grown, we have continued to 
expand our operations and 
improve efficiencies here in 
Fort Worth in order to best 
serve the global community in 
preserving, restoring and en
hancing eyesight - all while 
keeping and growing jobs here 
in North Texas for over 50 
years." 

Building a business 
Alcon Prescription Laboratory 
was formed in 1945 by Fort 
Worth pharmacists Robert Al
exander and William Conner 
- hence the name, Alcon -
and operated from a· small 
building in downtown Fort 
Worth that featured one of the 
area's first drive-through win
dows. 

The products were made at 
night, when the pharmacy was 
closed, using a blender and a 
pressure cooker, according to 
Alcon files. 

In 1947, the pair formed Al
con Laboratories and began 
manufacturing specialty 
products, including injectable 
vitamins and oral products, 
from a building at 1109 Main 
St, south of downtown. The 
first manufacturing line was 
just a few inches from a small 

. compoW1ding table where the 
solutions were m easured and 
mixed . . 

By the mid-1950s, Alexan
der and Conner were )coking 
for a better location. 

The pharmacy was inun
dated by fort Worth's historic 

Quality assurance lab technician Cindy Dewberry has worked at ' 
Alcon since 1977, and materials manager Don Carpenter has been 
there since 1974. STAR-ITLEGRAM/!(ELLEY CHINN 

' 
AboutAlcOI'! 
Headquarters: Incorporated in Switzerland, with headquarters 
at 6201 South Freeway, Fort Worth. 
Finances: 2008 sales of $6.3 billion, net income of $2 billion, up 
29 percent. Global sales reached $1.6g billion for the quarter 
ending in June, net earnings increased 2.6 percent. 
Stock: Trades on the New York Stock Exchange as ACL. 
Leadership: Kevin Buehler, formerly the company's chief mar
keting officer, became president and chief executive this year, 
replacing Cary Rayment, who had been at the helm since_ 2004. 
Work force: About 1 S,000 employees worldwide, including 
about 3,400 in Fort Worth. 
Business areas: Eye-surgery equipment, prescription eye-care 
drugs and consumer products. 
Key products: lnfiniti system used by cataract surgeons; Acry
Sof line of artificial lenses; Tq1vatan glaucoma treatment; Pata
day and Patanol, for eye allergies; Vigamox antibiotic.solution; 
Opti-Free contact-lens solution; Systane lubricant eyedrops. 
Online: www.alcon.com 

Alcon manufacturing 
Alcon has 12 manufacturing plants, including five in the United 
States, with another under construction in Singapore. The 
company makes ophthalmic surgical equipment, drugs, contact
lens solution and other consumer products. The locations are: 
United States Europe 
• Fort Worth • Cork, Ireland 
• Houston • Puurs, Belgium 
• Huntington, W.Va. • Kaysersberg, France 
• Irvine, Calif. • Schaffhausen, Switzerland 
• Sinking Spring, Pa. • Barcelona, Spain 
Latin America Asia 

, • Mexico City • Singapore 
• Sao Paulo, Brazil (to open in 2012) 
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ee. gies, Patanase, hit the market 
He met his wife at Alcon - in 2008, and Alcon researchers 

her mother worked there - continue to work to develop 
and his son, Will Carpenter, is future treatments. 
an Alcon employee, in prof es- But the company hasn't 
sional relations. been immune to the world-

Don Carpenter has also wide economic woes. Sales 
worked as a supervisor and in projections were downgraded 
research and development last year, after consumers be
and was manager of exports gan cutting back on the man
before being recently named ey they spent on surgeries and 
materials manager for a new medications. This year, the 
Alcon plant under construe- company laid off 260 employ
tion in Singapore. The plant ees worldwide, including 
will serve Asian markets, about 125 in Fort Worth. 
where d(!mand for Alcon Just recently, the company 
products is growing. announced that it was aban-

"Those are the big emerg- doningthestudyofadrugthat 
ing markets," Carpenter said. had failed to meet expecta
"It's a little more difficultto e:et tions as a possible treatment 
the products delivered." - foi age-related macular de-

Cindy Dewberry is just a generation and glaucoma. 
few years behind Carpenter in Still, the company is ex
tenure in the manufacturing pected to reach its targets this 
division. year, and was credited in part 

S!:: , too, started work at Al- for parent corporation Nestle's 
conjustoutof college, inl977. rise in profit margins in the 
She had been doing an intern- first half of the year. 
ship at St. Joseph's Hospital It continues to build global 
when one of the technicians demand, particularly in Asia, 
brought her a classified ad and is continuing to expand 
from the Star-Telegram listing worldwide. 
the Alcon job opening. Alcon operates manufac-

"He said, '.You should do turing facilities at 12 locations 
this. This is a great company,' " around the world, with five in 
she said. "That was the best the United States, including 
decision I have ever made." one in Houston. In Fort Worth, . 

She started as a quality as- the company has two manu
surance lab technician, work- facturing plants that make 
ing in the chemistry depart- surgical supplies, pharmaceu
ment to test samples of the so- ticals and consumer products. 
lutions. ·construction is under way 

When she first started, the in Singapore for a new plant 
compounders would bring expected to open in 2012. 
samples for her ta test, which Products for Asia are now 
she did largely by hand. shipped largely from Europe-

Today. she still works in an plants, although some are 
flood in 1949, and the men had Mixing by hand quality assurance but with far produced in Fort Worth. 
decided that they needed a When Don Carpenter started different technology. Each Those plants are operating 
new site on higher ground, ac- . work at Alcon on July 1, 1974, batch is still tested individual- near capacity, so no local pro
cording to historical accounts. he was one of two compound- ly, but machines that were duction declines are expected 
They settled on a site near ers who mixed the solutions once cranked and calibrated from the opening of the Singa
what is now Interstate 35W the company bottled and sold by hand are now computer- pore plant, officials said. 
and Altamesa Boulevard, to consumers. ized, and speed and accuracy "We're just running contin
known as "the hill" for its ele- Today, about 50 com- have increased sharply. . uously, three shifts," said Paul 
vation. They bought the land pounders form the mixtures She also met her husband, Richard, production manager 
for $93,000. that are sent to 15 manufac- David, a compounder at Al- at the south manufacturing 

The new facility opened· in turing lines to be placed in con, and they've been manied plant in Fort Worth. "We run, 
early 1959. bottles or bags and distributed 21 years."This is a wonderful stop, clean, and run again." 

Sales that year were ap- to consumers. Although new company,'' she said. "I'm very · 
proximately $2 million. mixtures have been added ov-+ loyal to this company." DIANNA HUNT, 817-390-1084 
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ting instruments, with a manu
facturing facility in Sinking 
Spring, Pa. 
1989 Buys CooperVision Sur
gical, a move that forms the 
leading ophthalmic surgical 
company in the world. 
1990 Irvine Technology Center 
opens for the development of 
ophthalmic instrumentation. 
1994 The FDA approves the 
AcrySof intraocular lens, now 
one of the most frequently 
implanted lenses in the world. 
1997 Introduces Patanol for 
the treatment of allergic con
junctivit is. 
1997 Tim Sear becomes the 
company's third president and 
CEO. 
2000 Acquires Summit Auton
omous and Gireshaber to 
enter the refractiv.e laser 
market and introduces Opti
Free Express, a contact lens 
disinfectant. 

"2001 Introduces Travatan for 
treating glaucoma. 
2002 Nestle takes Alcon pub
lic, selling about 25 percent of 
its shares. 
2003 Launches several flag
ship products, _include Systane 
for dry-eye symptoms, Viga
mox for "pink eye" treatment, 
Ciprodex for ear infections 
and the AcrySof Natural in
traocular lens. 
2004 Cary Rayment is named 
fourth president and CEO. 
2005 Launches its AcrySof 
ReSTOR intraocular lens. 
2007 Introduces the Pata day 
ophthalmic solution, a once-a
day prescription for treating 
itchy eyes. 
2008 Launches the company's 
first nasal product, Patanase 
spray, to treat nasal allergies. 
2008 Novartis acquires 25 
percent stake in Alcon from 
Nestle, becoming second
largest shareholder; gains 
right to buy remaining 52 
percent owne·rship from Nes
tle, beginning next year. 
2009 Kevin Buehler is _appoint
ed Alcon's fifth president and 
CEO. ' . 
Source- Ak::on Laboratonu 
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Alc;on::,CEl~tgoing t_o Bunge 
The executive says her new 
employer has "tremendous 
growth. potential." 

By SANDRA BAKER 
sabaker@star-teleg~m.com 

Jacqualyn Fouse, chief finan
cial officer at Alcon for the 
past five years, will leave the 
company next month for the 
same position at agribusiness 
giant Bunge Ltd., based in 
White Plains, N.Y., the compa
nies said Tuesday. 

"Serving as CFO -of Bunge 
will provide the opportunity 
to make a substantive contri
bution to an industry leader 
that has tremendous growth 
potential," Fouse said in a 
news release. 

She starts work at Bunge on 
. ..... .... -.. .. ..._.,..__~ ~ ...-._,..,) 

-~- .. 

.;,ft: 

July 23, the company said. 
Fouse, 46, a Duncanville 

native, eari;ied two economics 
degrees from the University of 
Texas at Arlington. 

She first joined Fort Worth
based Alcon as a financial an
alyst in 1986. In 1993, she 
moved to Switzerland as assis
tant controller for the phar
maceutical and cosmetics 
group of Nestle, then Alcon's 
corporate parent. In 2001, she 
became CFO of Swissair 
Group. She rejoined Alcon in 
2002. This month, she was 
among 19 executives and con
sultants acquitted of charges 
related to the collapse of Swis
s air, where she worked from 
July 2001 to May 2002. 

· Bunge is a leading agribusi-

...... ---·- -- ... 

,, Jackie's international experience as 
CF_O and treasurer of global 
companies such as Alcon and Nestle 
makes her a valuable addition. 
Alberto Weisser, Bunge's CEO 

ness arl.d food company that 
makes fertilizer, animal feed, 
and bottled oils, mayonnaise 
·and margarines, according to 
its Web site. It has 22,000 
workers at 450 facilities in 32 
countries. 

"Jackie's international ex
perience as CFO and treasurer 
of global companies such as 
Alcon and Nestle makes her a 
valuable addition," ·sunge's 
Chief .. · Executive Alberto 

Weisser said in the statement. 
Bunge Edible Oil Co. - a 

part of St. Louis-based Bunge 
North America, owned by 
Bunge Ltd. - has a plant in 
the Carter Industrial Park off 
Interstate 35W in south Fort 
Worth; it moved there last year 
from a 30-acre site in the 
Stockyards, where it had been 
since 1980. 

SAND~ BAKER, 81,7-390-7727 
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Alcon CFO is c~arged-. 
in Swissair bankruptcy· . 

)A(J',/-..\w,~ 
BLOOMBERGN!iWS ' 2062, '4}con said Friday, ac-

Alcon, th~ werld's bigges~ cording to a filing with the 
eye-cll':e comp~y, -~aid Chief, U.S; Se_c~itles and",\~xch~ge·1' 
Fmanc1al Officer Jac:qualyn Comn11ss1on. · ..,. J ·-~ , · l 
Fouse was one of 19 peopJe She told Ak.ori's manage~ 
charged by Swiss. prosecutors Iiient and board she plans to 
Friday for their role·s in the plead not guilty, ·the · filing 
bankruptcy of the national said. The charges don't relate 
airline in 2001. ·. to A!l,con, which Fouse joined 

Also charged were Plµl- · in July 2002. . -
ippe Bruggisser and Mario Attempts to re·ach Fouse 
Corti, former Swissc!ir Group and Alcon after business 

STAR-TELEGRAM ARCHIVES 

Jacqualyn Fouse w~s the CFO of 
Swissair Group from July 2001 
to May 2002, Alcon says . 

chief executive officers. hours were unsuccessful. emblem" and its collapse was 
Among the charges filed Doug MacHattoil, a spokes- "considered a failure of the 

by prosecutors are dishonest man for Alcon's U.S. head- Swiss nation. People will say 
management and falsifying quarters in Fort Worth, didn't finally someone is moving 
documents. immediately return a tele- against those responsible for 

The carrier filed for bank- phone call. the grounding." 
ruptcy protectfon in October "Tl}e .case is very impor- Ernst & Young published a 
2001 after racking up debt M tant-from an emotional point report in January _2003 saying 
$13 billion, Switzerland'!? big- ofview,"saidRolandvonBue- · management and the board 
·gest corporate fa_ilure. . ' ren, a professor at the Insti- pursued a "careless" expan
. · Fouse ser:ved as chief fl- tute for Economic Law, at the - sion strategy an<;l approved 
nancial · officer of Swissair University-of Bern. "Swissair accounts that contained 
Group_from July 2001 fu May carded ' the . Swiss national "grave.errors." 

..... -·--· - --~ ·-- -~:·:::---·~ .• ~ .... - ~-.......... . ,. 
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BRIEFS 
Alcon claims patent infringement 
Fort Worth-based Alcon lr,c., the world's blgge,st eye-care 
company. sued Synerget.1cs USA Inc., cla1mingmfrsnge
ment of a patent used for !aser delivery dunng eye sur
gery. In the suit Med this week 1n federa'. t·ourt in Fort 
Werth, Alcon also accused Synergetics. a make1 of laser 
probes, of violating its tr.tdemarks for its Alcon, Accuru~ 
and Grieshaber products Alcon 1s seeking an order stop• 
ping Synerget1cs' actions and for unspedfled damages. 
"By using plaintiffs' federally registered trademarks with: 
out aut.honzat,on and in a manner that created confusion 
and deception, defendants 11111' derive an unfair compet1-
t1on advantage and will continue to put plamuffs' busi
ness reputation and goodwiif at risk," Alcon lawyers 
wrote 1n thE' complaint Rep: esen'tatives from O'Fallon, 
Mo.-based Synergetics didn't 1mmed1ately return a cali 
seeking comment. - B!aomberg N.:ws 

Chesapeake to cut West Virginia jobs 
Natural gas producer Chesapeake S:nergy said Thursday 
that 1t ~:II ellm:nate a majority of the 225 Jobs at Its West 
Virginia regional office, sh1ft1ng a supsrantlal number of 
pos1t1ons back to its home state of Oklahoma. About 40 
people are expected to remain in Cnarleston. Cnesapeake 
sa!d the change 1s meant to acqiletate devel.opmen't from 
the Marcellus shale gas find, whtch runs through states in 
the Mldwe~t and Northeast, but Ch1~f El'ecutive Aubrey 
McClendon also blamed the West V:rg1ma Supreme 
Court The state's lone appellate court refused to revrew 
a $404 m1lhon verdict awarded to landowners 1n a roy 
alties dispute last year. Officials ~ald no cuts are expected 
in North Texas. - The A~soclnled Press 
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HEALTHCARE 

Alcon drug is shelved 
after weak study data 
The decision tb discontinue 
development of anecortave 
acetate will free up funds 
for other projects. 'Ji .. JJ 
By DIANNA HUNT 3 . -) LA 
dhunt~•star-telegram.com -1,t,D- ( 
Eye'care giant Alcon Labora
tories is shelving a long-stud
ied drug that initially had been 
considered promising for 
treating age-related macular 
degeneration and glaucoma. 

The drug, which would 

have been injected into the 
eye once every three months, 
had been seen as a way to treat 
glaucoma and· help patients 
avoid a regimen of eyedrops, 
the more typical treatment. 
Results from the latest studies, 
however, were insufficient to 
justify continuing study. 

"The search for alternative _ 
delivery routes and new 
mechanisms of action against 
glaucoma remain among Al-

More on ALCON on 2C 

Alcon: Glaucoma efforts 
will continue, exec says 
CONTINUED FROM 1C 

con's most important research strategies," said Sabri Mar
kabi, senior vice president of research and development, in 
a statement. "We will continue our efforts to address the 
issues of efficacy, patient compliance and oth·er unmet 

' medical needs in the treatment of glaucoma in concert with 
leading independent researchers around the world." 

Discontinuing development of anecortave acetate will 
free up research and development funds for more promis
ing projects, said Doug MacHatton, Alcon vice president for 
investor relations and strategic communications. 

Alcon, based in Fort Worth, had originally developed 
anecortave acetate as a treatment for age-related macular 
degeneration. But the drug produced disappointing clinical 
results in a 2004 study and failed to win federal approval as a 
treatment for that illness. Macular degeneration is a leading 
cause of blindness among olper Americans. Alcon proceed
ed with studies to determine whether the drug could be 
used to reduce pressure associated with glaucoma. 

Alcon shares (ticker: ACL) declined $1.86 Thursday to 
close at $116.03. 

DIANNA HUNT, 817-390-7084 
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EARNINGS 

·Alconeatnings up almost 
10°¾

.. . -. . -d ·__ . ·t 
·_ . . . . . _· .. ·:- . . .JI _. . o 1n secon . quar er ~ -

By MARIAM. PEROUN -~ More tha·n a year from a handful of produ.cts 
' STAR'TELEGRAM STAFF WRITER lliiiiMI . .after going public, that it unveiled this year. 

FORT WORTH - Alcon's .. Alcon· continues to see Among them are the Infin.iti 
earnings <rlimbed_ almost .Ip . sUong sa·l~s growth and vision system, a ca ta.tact 

· percent to $178.2 niillio~- in the higher ~arn)ngs. . · . · removal device that Alcon 
, sec01;1d· quarter, thanks rn large . . . . unveiled in April; Vigamox, an 
part to brisk sales of drugs that of the unit's shares. -: . eye-infection medicine; and 
treat seas_onal allergies •. glauco- · The ·strongest performance Ciprodex Otic, a drug that 
ma and eye and ear infections, . in the second quarter came in treats ear infections. Both 
the company . reported the pharmaceutical sector, drugs wo_n Food and Drug 
Wednesday. . · . · · · . which saw;' 25- percent sales Administration approval in 

The Fort Worth-based eye- growth. So far this year, recent months. 
care giant boosted second- .- Al~on's·· drug sales are l,lp "It's a big, big year for us in · 
quarter sales' to _$925.4 million alinost 24 percent over the terms of new: product launch-
- a gain that helped offset a ·. first half-of 2002. est Fouse said. 
20 per-cent ~crease in research · Sales of Travatan, an oph- Alcon's latest results, which 
and development-expenses, as thalmic solution for·.glaucoma were released after the stock 
well as the higher cdst of an patients, soared tp $61.9 mil- market closed Wednesday, 
expanded sales force. · lion this year - niore than · were strong enough to prompt 

"I tpink it .w as, again, an · double its sales irt_thfi first six the company to boost its guid-
excellent quarter for us. Our months of 20.02. ance for the rest of the year. 
sales grew 14.3 _percent;'' S!l,id Allergy-products brought in Alcon now anticipates 2003 
Jacqualyn <Fouse, Alcon's chief $176 million in 2003's first half, sales of between $3.36 billion 
frnan:cial officer. "All that while led by growth in the United and $3.39 billion, up from an 
we're actually spending a _little · States of the Patanol oph- earlier projection of $3.3 bil
bitmore onR&D.". · thalmic' solution and the lion. Earnings per share are 

Ale.on develops and manu- launch of Alcon's Opatanol expected to reach $1.85 to 
factures optical surgery equiJ;>- solution in Ewope. - $1.90. 
ment, pre.scription_ eye-care . Sales of surgical equipment The company's stock closed 
drugs and contact lens solu- grew 8 percent in the quarter, Wednesday at $48.47, up $0.17; 
tions. The company went pub- while consumer product sales on the New York Stoc~ 
lie in March 2002, wh:en its . increased? perc~nt. Exchange. ·- I · . · 
parent, Swiss food giapt Nestle The company: is counting Maria M. Perotin, (817) 685-3.808 
SA., spun off about 25 percent on cop.tinued sales growth rnperotin@star-telegrarn.com 
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, FINANC~AL EXECUTIVE OF THE YEAR, 

Alcon exec honored . . . . 

with natiojlal award 
. . ,,'J "'' O'' •· . \ 1.a'V'1f) -' · .. .. • 

~yJIMFVQ.UAY . cosmetics group of Nestle,· 
STAR-TELEGRAMSTIJ'FWRI,u then Aleen's corporate par-
Jacqualyn.Fouse, chief fi~ ent; and Jater became the 

nancial officer of Aicon company's gr_oup treasurer. 
since 2002,received the Fi- In 2001, she left Nestle to 
nanciaI Executive of .the become chief financial offi
Year · Awar,d from Robert· .cer · of Swissair Group, 
!ialf International and the which was . struggling t<;> 
Institute of Management avoid bankruptcy. She re-• 
Accountants; which repre- joined Alcon in 2002. · 
sents 70,000 · profo.,ssionals . In . nominating Foµse, 

• wh<;> design and implement Phil Willingham; regional 
· · busi_ness- vice president of Robert 

es' inter- Half, noted that while Al
na! ac- con could use its ties to 
counting -Nestle to avoi<;I complying 
systems. · with all provisions.'of Sar-

The banes-Oxley; the federal 
. Duncan-. rules governing fmancial 
ville na0 reporting thar passed in the 
tive and wake of Enron'.s collapse 

FOUS£ Uniyetsi- . and other business scan
. ty' of Tex- da).s, Fouse chose not to. 

as ·at Arlingt<;>n graduate · In addition to corporate 
• ;yas recognized . from responsibilities, Fouse 

among 202 nominees. The serves on ·the Chancellor's 
award was to be presented Council of the University of 
Monday evening at Fort · Texas System, is a member. 
Worth's Petroleum Club. of the Texas Christian Uni-

Fouse, 44, joined Fort versity's acCO\lllting . de
Worth-based Alcon as a fi- · partment ap.visoty _council 
nancial analyst in 1986. In and participates in TCU 
1993, ·she.mov.ed to Switzer- · student mentoring. · 
land as. assistant .co_ntroller Jim Fuquay, (817) 390'i552 
for the pharmaceutical and · ifuquay@,tar-telegram.com 

,.,,.---,_.....:., ____ _ 
\ ' ,-

. ;:-.,, 
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PHARMACEUTICALS 

__ -_Alcon eye drug approval is stalled 
• The FDA wants more 
information before the 
agency will approve a medi
cine to treat age-related 
macular degeneration. 

By MARIAM. PEROTIN 
STAR-TELEGRAM STAFF WRITER 

said We.dnesday. "Obviously, 
the earlier you get an 
approval, the happier you are 
about that." 

Alcon won't know how 
long it may have to wait for 
approval until after the FDA 
meeting, which will likely take 

Alcori is a step closer to place in July, MacHatton said. 
· · selling its treatment for a Although Wall Street had 
· · leading cause of blindness, been expecting the FDA deci
, ' but the drug failed to win out- sion, the delay marks a set
.•~ right approval from federal back for Alcon, the world's 
" regulators this week. leading maker of ophthalmic 

The Fort 'worth-based products. 
company announced that it The company is in a race_ 
has received an "approvable with several competitors to 
letter" from the U.S. Food and produce new therapies for 
Drug Administration for AMD, a condition that leaves 
Retaane, its treatment for the sufferers' .peripheral vision 
most severe form of age-relat- i~tac~ but bl urs whatever is 
ed macular degeneration. right m fron of them.· 

Executives plan to meet The dise se is the leading 
"' with agency officials to deter- cause of blindness among 

mine what additionai infor--=----orcier Americans, afflicting 
" mation or further stu_dies will rriore than 13 million people. 

be required before the drug But only a few treatments 
can reach the market. exist - including laser thera

The FDA typically issues py, a drug-and-light combina-
approvable letters to drug tion, and a drug produced by 

·· makers when questions need New York-based Eyetech 
~ to be resolved before it grants Pharmaceuticals and Pfizer, 
·' final approval. . which won FDA approval late 

"We still believe strongly last year. 
•· that Retaane has efficacy in Alcon ha1 hoped Retaane, 

the treatment of AMD," Doug which fared well in an earlier 
; . MacHatton; Alcon's vice pres- study, would outperform 
- ident of investor relations; rivals. But executives revealed 

·, I - - BUSINESS STAFF 
~HOW. TO REACH US 

'.i Assistant Mana9ln9 Editor/Business 
Steve Kaskov.ich • (817) 390:7773 
skaskovich@star·telegram.com 

clinical results in October that 
showed that the treatment 
performed no better than 
Novartis Qphthalinics' exist
ing Visudyne drug-and-laser 
therapy. 

'The competition heated up 
this week when biotechnolo
gy firm Genentech announced 
encouraging results from the 
latest study of Lucentis, the 
AMD drug in its pipeline. The 
trial showed that some 
patients on Lucentis not only 
maintained their vision but 
actually saw improvement.-

Alcon shares (ticker: ACL) 
fell $1.71 to $102.90 Wednes
day _on the New York Stock 
Exchange. 

Analyst.s at Wachovia Secu
rities on Wednesday said the 
regulatory setback - com
bined with Lucentis' strong 
results this week - make it 
unlikely that Alcon will be 
able to count on Retaane to 
boost its bottom line in 2006 
or even 2007.· 

"Retaane's future remains 
uncertain," the analysts wrote 
in a report. "This ;mnounce
ment reinforces our view that 
Retaane is ·not likely to be a 
meaningful driver of Alcon's 
earnings." 

Maria M. Perotin, (817) 685-3808 
mperotin@star-telegram.com 

.I 
Business Editor 
Scott Nishimura, (817) 390·7808 
snishimura@star·telegram.com 
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EYE CARE 

Alcon gains 
approval for 
cataract lens 
. By MARIAM. PEROTIN 

STAR-TELEGRAM STAFF WRITER 

. Fort Worth eye-care giant 
A,lcon has won goverI}ment 
approval for the· latest gener
ation of its intraocular lens 
for cataract patients, the 
company announced 
Wednesday . 

The new AcrySof fens 
marks a significaqt techno
logical leap and aims to elim
inate patients' need for read
ing glasses after cataract 
surgery. 

In clinical studies, 80 per
cent of lens recipients were 
able to forgo glasses alto
gether. 

Chief Executive Cary 
Rayment said Alcon expects 
·the lens to bolster the com
pany's growth in the next 
few years. 

"Approval of the AcrySof 
ReSTOR lens is a significant 
event for Alcon that validates 

.;>. <{ f-'t ~1.t\'.) ,r 
the extensive development 
work we have done to make 
it the best lens possible for 
all of a patient's vision 
needs," Raym·ent said in a 
statement Wednesday. 

The company, which 
introduced its previous 
AcrySof lens in fall 2003, 
plans to start training sur
geons on the new lens next 
month and to begin U.S. 
shipments in May. 

. Alcon's global sales. of 
intraocular lenses topped 
$580 million in 2004, with its 
family of AcrySof lenses 
ranking as the most fre • 

quently implanted in the+ 
world. 

Alcon released the news 
after the markets clos~d. The 
company's shares (ticker: 
ACL) closed · at $87.30 
Wednesday; up 90 cents. 

Maria M. Perotin, (817) 685-3808 
mp_erotin@star-telegram.com 
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·Alcon gets 
FDApanel 
OK for o;vi · 

~- J ~.;sv 
eye device · 

__ By KERRY DOOLEY 
BLOOMBERG NEWS 

. GAITHERSBURG, Md. -
Alcon's eye-mapping device 
won the backing of a U.S. 
Food and Dr.ig Administra
tion expert pmel for use in 
improving the outcome of 
some laser visnn-correction 
surgeries._ 

· Alcon's U,S.-"';ieadquarters 
are:.in-Fort Worth, ·where the 

. company employ, 2,600. 
The advisory committee 

voted 9~0 to recommend that 
+ the FDA approve Alcon's de

vice, which traces the shape 
of the eye using a beam of 

- light. The map it creates al
lows more precise adjust
ments to the eye's s)l.ape in 
some vision-correction. pro
cedures, the world's hrgest 
eye-care company said.,· 

The panel attached cci_ndi
ticus to its approval, su~~ as 
sugresting that the FDA're
quirethe company to include 
inforffi'!tion about potential 
side effo:ts ir} booklets to be 
given to ])itients. 

The committee also sug
gested such booklets refer 
patients to the FDA'.s Website , 
on vision-correction sur~ry, 
said Jayne W~iss, the chair
woman of the panel anc. a 
doctor at Way:i.e State Ud
versity's Kresge Eye Institute . 

. Alcon sold 25 percent cf 
its stock in an initial public· 
offering in mid-April. Swit-_ 
zerland-based Nestle owns· :: 
the other 75 percent. The '-, . 
company's marketing, re- \ ; 

. searc_h and development, and \ 
manufacturing operations i\c, 

. are in Fort Worth. . 
'J'.he company announced 

W','!.di:J.esday that its second
quarter earnings had risen 58 

'. 'percent. ' 
· The FDA u~ually follows 

, i_ts expert panels'. advice . 
. .. (' 

/,v.' . · . ' 
tl ·. - :I,. ... ...,.. 
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Ondnlg: 
• A drug in the fort Worth compa
ny's pipeline may take longer to win· 

federal approval. / 5°DJ'tO()v 
ByMAlllA M, PEROTIN • 

STAR.:f!jLEGRAM STAFF WRITER 

Alcon. stock tumbled 11 percent 
Thursday after the Fort Worth-l?ased 
eye-care giant revealed that its drug for 
a leadmg cause of blinan:ess performed 
no better in a study than a competitor's 
existing treatment. 

Alcon had hoped Retaane, its treat
ment for age-related ma:cular degener
ation, would prove to be at least as
effective as Novartis Ophthalmics'. 
Visudyne therapy. But researchers who 
analyzed a year's worth of data found it 
fell short. 

The new findings are expected to 
hurt Retaane's chance of winning 
approval from the U.S. Food and Drug 
Administration in 

---

time to launch the MACULAR 
product next year. DEGENERATION 

"Our assump· 
tion is that Alcon 
will have a tough 
time getting this 
drug approved 
without conduct
ing additional clin-

• Alcon and other 
companies are tak- .. 
ing on a leading 
cause of blindness . 
SUNDAY 

ical-trials," said Michael Weinstein; an. 
analyst with J.P. Morgan. .. 

The company's shares (ticker: ACL) 
dropped $8.56 a share Thursday to 
close at $67.84 on the New York Stock; 
Exchange. 

Doug MacHatton, Alcon's vice pres~ 
ident of investor rel"ations, said the 
company intends to stick to its ,time"· 
line and seek FDA approval for Retaane 
by the elld of this ·yea.r. . '. 
··. ··''.'clearly, the situation-is;not as pos
itive as it '{{as. before we had this data," 
MacHatton said.· '!Now, we. have this 
data, and we have to deal witli ~hat." 

FDA officials 'have told company 
. . executiv~·s that they remain willing to 

review Alcon's. applicatiol)- whenever 
it's filed, MatHatton said. . · : . · 

More on DRUG pn 8C ' 
' 
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{ •-' _: 

--~ .... _ .. 
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Alexander 
BY LYNETTE GCY/ A highly-respected 
accomplishment of the American eco
nomic dream culminates in October for 
Alcon Laboratories, Inc., a Fort Worth 
conceived and based firm. The compa
ny's stock is scheduled to be admitted to 
trading on the New York Stock Ex
change, October 4. Alcon is the second 
Fort Worth firm to accomplish this goal. 

Alcon's success story began in 1938 
with the friendship of William C. Con
ner, professional service representative 
for a national pharmaceutical concern, 
and Robert D. Alexander, employee at 
the Ben Weeks Pharmacy in Fort Worth. 
In 1940, when Conner was promoted, he 
recommended Alexander as his replace
ment, and the two men began long dis
cussions about the f uture of the phar
maceutical industry. 

They became involved in that future 
in September, 1945 with the opening of 
the original Alcon Prescription Labora
tory, working the pharmacy until 10 
p.m. and manufacturing sterile injecta
ble vitamin products late into the night. 
Their equipment then consisted of a bor
rowed pressure cooker and an automatic 
kitchen-variety mixer. 

Incorporation came within two years 
and, soon after, the recognition of a 
need for ophthalmic products not being 
supplied by the pharmaceutical indus
try. The stimulating reception of their 

28 , 

Alcon Hits 
Big Board 
exhibit, hauled on top of a car to a 
Chicago meeting of ophthalmologists, 
encouraged Conner and Alexander to 
concentrate their entire manufacturing 
efforts on the ophthalmic field. They ob
tained a larger building on North Main 
and disposed of the pharmacy. 

The concept on which these business
men have built Alcon is a unique ap
proach in the pharmaceutical field. In
stead of disease-oriented efforts to assist 
the physician in treating any given 
disease, Alcon's method is medical-spe
cialist oriented-listening to the spe
cialist as he defines the products he 
needs to treat his patients. Alcon relies 
heavily on the advice and counsel o.f the 
medical specialists whom they serve, 
and concentrates their research in one 
smaller field rather than dissipating 
t heir efforts over larger areas. 

With their concept and approach firm
ly in mind, Alexander and Conner have 
led Alcon in an almost unbelievable 
growth process. A series of four moves 
ended in 1960 in the present facilities 
on the South Freeway in Fort Worth, 
which ha,·e since doubled in size. From 
-heavy financial losses in the first two 
years of operation, Alcon has grown to 
$30,740,000 net sales in 1971, up 25 per
cent from 1970. The company has over 
5,000 shareo,vners, 1,000 employees, and 

is the largest producer 
in the world. 

Alcon has now entered four 
fields-ophthalmology, allergy 
and stainless steel surgical in:n_ 
- through ~xpansion'. ~cqui~-ition ot 
er companies, and Joint v,,nturea 
recognized corporat ions. Their Ill 

international. Products are di trlb 
75 countries, accounting for 25 per 
of A.Icon's total revenues, and 
turing operations are 
countries. 

Alcon's move onto the Big 
of the New York Stock Exch3.Jllt 
been approved, and the company 
awaits its October 4 admittance. 
Fort Worth Chamber of Comme~ 
scheduled a luncheon for the Alcon 
cials on October 1 in order to 
this Fort Worth firm. Wt 

555-1212 

can Y.OU 
ren1en1ber 

Sure you can. 555-1212. Got 111 

It's the One-Plus phone numbfl 
for Directory Assistance in ~n 
other cities across the nation, 

Dial 1 + Area Code* + 555.121i 
'(if different from yours) 

It's easy. And there's no 8~ 

charge. Remember: 555-1212, 

@ Southwestern Bel 

October, 1971 
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Alcon:in position't,d.
0 

to set its sights on 
evep. bigger things 

Mitchell 
Schnurman 

In my opinion D With 
help from a new parent. 
Alcon looks to grow faster. 

. Al . mscm"""'n@ 
lmagme con Inc. getting s1a1-telegram.com 

bigger, deeper, better. 
That's generally the development, so it has a 

i . 

promise of a merger and ac- pipeline of new molecules. 
quisition, and the Fort That will help Alcon devel
Worth eye-care company is op eye-care drugs faster and 
inthemidstofbeingbought cheaper. Novartis also has 
by Novartis, a Swiss drug- influence with health min
maker that's almost seven isters around the world, , 
times its size. which is expected to· get 

Alcon has cycled through more Alcon products into 
a few owners sil).ce it began government health systems. 
in a storefront here in 1947, Finally, Novartis-will add its 
and it's always emerged contact lens unit to• Alcon, 
stronger. This change is clif- boosting Alcon's smallest 
ferent, with a lot more up- segment overnight. 
side, because Novartis is a This is a combination 
leading player in the phar- that could be much greater · 
maceutic'hl business - a than its parts. 
strategic partner that brings Alcon is already the 
even more to the table than global leader in eye care, 
Alcon. making surgical products, 

"Healthcare isn't getting intraocular lenses, glauco
any easier in the next 20 ma drugs, and consumer 
years:' said Kevin Buehler, staples like contact lens so
Alcon's president and CEO. lution and artificial tears. It 

Novartis spends $7.5 bil- had $6.5 billion in revenue 
lion a year on research and More on SCHNURMAN. 60 

.. 

,. 
;, 

Schnurman 
I .n.1 ! :t 
/ .. 

Continued from 10 I· " 
last year and $2.3 billion in operating profit, a 
hefty 35 percent profit margin. · 

But here's the mind-blowing number: In 
the past decade, ·-..ybile stock indexes stalled, 
Alcon's market value soared from $10 billion to , 
$51 billion, based on what Novartis has agreed 
to pay shareholders. 

Alcon's price tops Warren Buffett's pur- . · 
chase of Burlington Northern Santa Fe ($44 . 
billion, including debt) and Exxon Mobil's deal 
for XTO Energy ($41 billion, with debt), Like · 
Alcon, those Fort Worth targets attrac.ted top 
suitors determined to keep the growth stories 
going. 

Mega-deals often get bogged down with in
tegration issues and synergies that don't de 
liver. And the Novartis-Alcon relationship got 
off to a rocky start last January after Novartis 
offered a discounted price for the 23 percent of 
Alcon shares that traded on the New York 
Stock Exchange. 

They included shares held by Alcon em -
ployees in 40l(k) plans, stock purohase pro
grams and private investments. This month, 
Novartis agreed to pay the minorities the same 
average price that went to Nestle, Alcon 's ma
jority owner. That's worth more than $1 billion 
to the shareholder class, and the offer won 
support from independent directors. The deal 
is expected to close in the first half of 2011 and 
give Novartis all the outstanding stock. 

The stock flap dominated media coverage of 
the deal, overshadowing the business ratio
nale. Employees fret about takeovers in even 
the best situations, and Novartis says the 
merger will yield $300 million in savings, 

Novartis also plans to cut 1,400 workers i.11 
the United States on Jan. l , but Buehler says 
that won't affect Alcon. Alcon has 15,500 em
ployees worldwide, including 3,400 at its Fort 
Worth headquarters, and Buehler say~ they 
have a chance to take their compllny to another 
level. 
' "It's important to stay focused on what this 
is all about:• said Buehler, who joined Alcon in 
1984 as a regional sales manager. "We're not 
going to save our way to prosperity. This merg
er is about growth and innovation!' 

Alcon consistently ranks among the best 
places to work, and it contiibutes up to 12 per
cent of employee pay to retirement plans. It 
sponsors many local initiatives, including free 
eye screenings and glasses for needy students 
in a partnership with Essilor Vision Founda-
tion. . 

Buehler talks about preserving Alcon's cul- . 
ture, but he adds that no decision has beeri ·;; 
made at?out benefits. The company will be ' 
known as "Alcon, the eye-care division of No- .:' 
vartis{' and h~ wants to s_trike a'balance that , ·. 
protects Alcon's values. , ' 

William' Conner and Robert Alexander 
started Alcon - a shortened version of their • I 
last names - · after World War ll and grew it ·· 
into a publicly traded company. In 1978, Nestle 
paid $280 million to take Alcon private,· and 
the Swiss food giant provided the deep.pockets 
and encouragement to build a multinational ,.: 
operation. In 2002, Nestle sold almost a quar- - · 

· · ' ter of Alcon's shares in a public offering, and' .· 
· Alcon was ·sobn delivering_ higher profits and , 

market share gains. · , • : . · ·' 
Many feared that _Alcon would regress in, . 

. Wall Street's spotlight, but it became more · 
. successful:It fo'cused on building the No. l or . 

No. 2 brands in each segµient ~d ID9ftl than # 

. dou)Jfed its.business'in emerging markets. 
Inpremiumintraocularlenses, used in cat- , 

aract surgery, Aicon's global ~hare jumped ·1 

from 40 percent to 55 percent. While Alcon:1s_ • 
· revenue roughly doubled in the eight years af- ' . 

ter it weht public, net irioome quadrupled. · ·1' 
· Wifbin Novartis, Alcon, won't get the same, 

undivided ·attention from analysts, but it will 
be scrutinized. Alcon·will attcount for almost · 
·20 percent of Novartis revenue, and it's ex- ·. 
pected to be a growth driver wit;hstellru; mar-
gins. 

An aging population in the· West will need· 
more eye care, and 30 million people around 
the world are blind frpm c11taracts, including 
10 million in China. They're potential Alcon · 
customers, who might be able to restore their 

· sight for $4,000 .. 
"In healthcare economics, this is a bargain;' 

Buehler said. 
Someday, people may say the same tbing. 

about No:,artts buying Alcon. 

Mitchell Schnunnan's c6iumn appears 
Sundays and Wednesdays. 817-390-7821 
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CRIMINAL CHARGES cl~✓ 

Alcon: Indictment of , . 

CFO hasn't hurt firm 
• Jacqualyn Fouse is facing 
charges in Switzerland 
related to the bankruptcy of 
Swiss Air. 

By BARRY SHI.ACHTER 
STAR-TELEGRAM STAFF WRITER 

FORT WORTH -Alcon of
ficials say the company has felt 
no financial fallout from the in
dictment in Zurich, Switzer
land, of its chief financial offi
cer, Jacqualyn Fouse, last week 
along with 18 other former 
Swiss Air officials involved in 
the national carrier's 2001 
bankruptcy that shook the Eu
ropean nation. 

"The investment communi
ty has been very understand
ing," spokesman Doug Ma
cHatton said Monday. "There 
hasn't really been any impact 
on the company to dat~. and we 
don't expect any as the matter 
doe.sn't relate to Alcon in any 
way." 

Shares in the eye-care prod
ucts· company (ticker: ACL) 
rose $1.15 Monday to close at 
$105.41 on the New York Stock 
Exchange. 

Fouse declined to be inter
viewed, but Alcon said in a fed
eral filing that the board was 
told that she plans to plead not 
guilty to charges of alleged 

mismanagement, "disloyal" 
business cop.duct and favoring 
creditors before the bankrupt
cy filing. · 

The 44-year-old native 
North Texan was working in 
Switzerland as group treasurer 
of Nestle, the food giant and 
major shareholder of Alcon, 
when her boss, Nestle Chief Fi
nancial Officer Mario Corti, 
was named Swiss Air chief 
executive and asked her in June 
2001 to become its CFO, Ma
cHatton said. The carrier was 
four months from bankruptcy. 

"She became part of the re-. 
organization · management 
team, working on a variety of 
accounting issues, developing 
a restructuring plan [and] co
ordinating the financial plan
ning and liquidity manage
ment," MacHatton said. "All of 
which was part of the process 
to give a firm financial footing 
for the airline." 

A 2003 report by t~e ac
counting firm Ernst & Young 
for Swiss Air's liquidators was 
sharply critical of Corti, who it 
said was aware of the airline's 
perilous financial condition · 
when he took over. 

He also spent an exorbitant 
amount of money on outside 
consultants who gave the same 

advice the prior management 
had received: that Swiss Air 
could not survive without sell
ing huge chunks of the opera
tion. 

"Corti totally ignored the 
warnings," said Zurich's Tages
Anzeiger newspaper. 

Fouse declined to comment 
on the charges against her. 

MacHatton, who said the 
22-page indictment is being 
translated from German, 
stressed that Fouse cooperated 
with investigators-before and 
after she left the airline in May 
2002, providing them with evi
dence and testimony. 

"We don't know what the 
recommended . or maximum 
sentence would be at this 
point," he said. "It will be clar
ified by the prosecutor during 
oral arguments." 

MacHatton said the Swiss 
legal proceedings were expect
ed to take six to 12 months and 
that testimony from the 19 de
fendants before a special court 
will be consolidated to a small 
number of days. 

"Possibly, she will have to 
attend some hearings," he said. 
"But we don't expect it to take a 
significant amount of time." 

Fouse, who had worked at · 
Alcon from 1986 until moving 

/' 
' 

!"-'· ·, 

M 

STAR·TELEGRAM ARCHIVES/SHARON M. 
STEINMAN 

Alcon officials say Chief Financial 
Officer Jacqualyn Fouse plans to 
plead not guilty to charges includ· 
ed in an indictment issued in Zu· 
rich, Switzerland • 

to the then-parent firm Nestle 
in 1993, rejoined the Fort Worth 
company two months after 
leaving Swiss Air. 

Fouse, a Duncanville native 
who earned B.A. and M.A. de
grees in economics from the 
University of Texas at Arling
ton and completed doctoral 
course work, was named 2005 
Financial Executive of the Year 
for cost-cutting initiatives at 
Alcon that resulted in sizable 
increases in gross profit mar
gins, said the award's co-spon
sor, the Institute of Manage
ment Accountants. 
ONLINE: Alcon Laboratories, 
www.alconlabs.com 

. Barry Shlachter, (817) 390-7718 
barry@star-telegram.com 
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Alcon Initial Public Offering Priced at 
$33.00 Per Share 
•lnrch 711, 2002 : 8 :0l p.rn. (<;T 

VEVEY, Switzerland and HUNENBERG, Switzerland 
(PRNewswire) - Nestle S.A. and Alcon, Inc. 
announced today that the initial public offering of 
69,750,000 common shares of Alcon, Inc. has been 
priced at $33.00 per share. 

Alcon, the eye care subsidiary of Nestle S.A., 
researches, develops, manufactures and markets 
ophthalmic products, including surgical instruments 
and accessory products, intraocular lenses, 
prescription drugs and contact lens care solutions. 
The 69,750,000 common shares offered represent 
23.25% of the 300,000,000 common shares 
outstanding immediately following this offering 
(assuming no exercise of the over-allotment option by 
the underwriters of this offering). Immediately after 
the offering, Nestle S.A. will own 76. 75% of Alcon's 
outstanding common shares. 

Net proceeds of this offering of approximately $2.2 
billion will be used to redeem nonvoting preferred 
shares owned by Nestle S.A. Alcon has also granted 
the underwriters an option to purchase up to an 
additional 6,975,000 common shares to cover over
allotments. Alcon will receive the net proceeds from 
any exercise of the over-allotment option, which it 
expects to use to repay indebtedness. 

The common shares are scheduled to begin trading 
on Thursday, March 21, on the New York Stock 
Exchange under the symbol "ACL". 

Credit Suisse First Boston is the global coordinator for 
this offering, and the joint lead managers and 
bookrunners for this offering are Credit Suisse First 
Boston and Merrill Lynch & Co. 

This announcement does not constitute an offer to 
sell or the solicitation of an offer to buy common 
shares. The offering of common shares will be made 
only by means of a prospectus, copies of which may 
be obtained from Credit Suisse First Boston, 
Prospectus Department, 11 Madison Avenue, New 
York, New York 10010-3629, (212) 325-2580 and 
Merrill Lynch & Co., World Financial Center, 5th Floor, 
North Tower, New York, New York 10281, (212) 449-
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1000. 

Contacts: Doug MacHatton 

(Alcon Investor Relations) + 1-001-800-400-8599 

Mary Dulle 

(Alcon Corporate Communications) +1-001-817-551-
8058 

www.alconinc.com 

Francois-Xavier Perroud (Nestle) ++41-79-217 2245 

Media inquiries and others: 

Deborah Ardern-Jones (FD U.S .) +1-001-212 497-
9202 
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Alcon leads North Texas 
corporate performers 

; So, who's the valedictorian of 
Tarrfuit County business this year? 

Looks like Alcon, which proba-· 
bly employs enough Ph.D.s fo 
qualify automatically but which 
officially led of North Texas on 
Barron's latest list of the 500 best 
corporate performers. The busi
ness weekly's May 16 issue took 
the stock market and financial 
results of the 500 largest U.S. and 
Canadian public companies by 
sales and distilled them down to a 
grade-point average. 

Alcon's GPA: 3.5, enough to lead 
· · all North Texas companies and 

rank 10th nationally. That said, 
; there seemed to be a curve: Half of 
the top 10, including Alcon, were 
health care-related companies, led 
by No. l UnitedHealth-Group. 

Barron's graded companies ·on · 
four measures: the stock's total 

:·; return to investors in 2004; three-
. . ... .- • .;,· . year cash flow) return on invest-
'· , ment ( CFROI ; 2004 CFROI; and 

2004 sales growth. 
·Fort Worth-based home builder 

D.R. Horton is county salutatori
an with a 3.25 GPA, good for No. 27 
on the list. Horton ranked fourth 
last year. ·· ·--· · ---

Among other Tarrant County 
compani,es, Burlington Northem 
Santa Fe had a 2.5 (No.153), AMR 
a 1.25 (No. 402), and RadioShack 
had a LO (No. 453). 

· Eighteen North Texas compa
nies are on the list. The others in 
the top 100 were Commercial 
Metals, Dallas, 3.25 (No. 18); Cen
tex, Dallas, 3.0 (No. 49); and Triad 

.. . ~ - Hospitals, Plano, 2.75 (No. 92). + 
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SALES BROCHURES · 

Alcon materials 
called deceptive 

- A ~-1w.,-·, ~, 
By MARIAM. PEROTIN 

STAR-TELEGRAM STAFF WRITER 

Alcon Inc.'s sales bro
chures for its Ciprodex ear 
drops contain misleading 
statements and unsubstan
tiated claims that the medi
cine is superior to a compet
ing drug, federal officials 
said Tuesday. 

The branch of the U.S. 
Food and Drug Administra
tion that reviews prescrip

. tion-drug advertising is
sued a warning letter to the 
Fort Worth-based company 
Tuesday, asking Alcon to 
immediately stop using . the 
promotional materials that 
are typically offered to phy
sicians. 

Alcon spokeswoman Kat 
Golden said the company 
would comply. 

"We are in the process of 
reviewing the letter from 
FDA and evaluating the con
tent of the sales aid and the 
sell sheet," Golden said. 
"We'll of course thoroughly 
address the issues raised by 
FDA in a written response." 

Although Alcon focuses 
almost exclusively on eye-

"We are in the process 
of reviewing the letter 
from FDA am!. 
evaluating the content 
of the sales aid." 

- Kat Golden, Alcon 
spokeswoman 

care products, the company 
introduced Ciprodex in 
2003 to treat infections of 
the middle and outer ear . 

The FDA said that the 
s.a.Ies brochures had several 
problems, including: 

• Lack of information 
about the drug's risks. 

• Several false or- mis
leading claims about its su
periority over the rival Cor
tisporin, with respect to ef
fectiveness, pain relief and 
reduced inflammation. 

• A misleading implica
tion that Alcon's drug has a 
lower rate of treatment fail
\,lres than Cortisporin. 

• An exaggeration of 
Cortisporin's risk of an al
lergic reaction. 

Maria M. Perotin, 817·390-m9 
mperotin@star-telegrom.com 
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BRIEFLY q')~~ 
Alcon names new chief executive officer 
FORT WORTH - Alcon Inc. said Kevin Buehler will 
become chief e~ecutive Apr il 1, succeeding Cary Ray
ment. Buehler, 51 , is senior vice president, global markets 
and chief marketing officer of Alcon Laboratories, a Fort 
Worth subsidiary, Alcon said. He has worked 24 years for 
Alcon. Rayment, who has been Alcon's chief executive 
since Octol:)er 2004, is retiring but will continue to serve 
as a director and nonexecutive board chairman, the com
pany said. Alcon shares rose $2.01, or 2.2 percent, to 
$91.93 on Thursday. - Star-Tele~am 
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EARNINGS 1, t J 1fi)O{ 

Alcon profit up nearly 350/o in 2nd nuarter 
• The Fort Worth company is hop
ing that sales of its newest lens 
for cataract patients will boost 
2005 profits. 

By MARIAM. PEROTIN 
STAR-TELEGRAM STAFF WRITER 

Eye-care giant Alcon's earnings 
climbed almost 35 percent to $325 
million in 2005's second quarter, 
when the Fort Worth company once 
again boosted sales across its. three 

. main division~. 
Alcon saw the biggest gains in 

sales of drugs, including its treat
ments for glaucoma, allergies and eye 
infections, according to · results 
released after the market closed 
Wednesday. Pharmaceutical sales 
reached $502.6 .million in the second 
quarter, an increase of more than 14 
percent over the same period last 
year. 

The earnings, which amounted to 
$1.04 per share, compared with an 

adjuste4 profit of $241.6 million, or 78 
cents per share, in the same period of 
2004. Without the adjustment, which 
was related to various changes to 
Alcon's previous tax return, e:µ-nings 
still would have increased almost 9 
percent. 

Sales rose 12.8 percent to $1.17 bil
lion. 

"We continued to leverage our 
global infrastructure to further drive 
profit growth," Chief Executive Cary 
Rayment said in a ~.tatement Wednes-. 
day . . "We also look forward to the sig
nificant new market opportunity pre
sented by the AcrySof ReSTOR 
intraocular lens and plan to capitalize 
upon this to drive future surgical fran
chise growth." 

ReSTOR, the newest lens in 
Alcon's AcrySof line, won approval 
from the US. Food and Drug Adrnin° 
istration in March. It uses technology 
that aims to eliminate a patient's need 
for glasses after cataract surgery. 

Alcon got a boost in May when the 
federal Medicare program agreed to 
cover part of the cost of such special
ized lenses. The move effectively 
allowed Medicare beneficiaries for 
the first time to choose the more 
expensive Jens, as long as they pay the 
extra cost themselves. 

Other highlights of Wednesday's 
financial results: 

• Sales of surgical equipment rose 
more than 13 percent to $520.8 million. 

• Sales of consum_er products, 
which account for about 13 percent of 
Alcon's business, increased more than 
6 percent to $148.6 million. 

• Revenue from refractive surgery, 
commonly known as LASIK surgery, 
dropped more than 9 percent as glob

. al equipment sales fell. And sales of 
contact lens disinfectants declined 1 
percent. 

Looking ahead, the company 
expects 2005 sales to reach between 
$4.35 billion and $4.4 billion - includ-

. STAR-TELEG~AMA~IVES/RALPH!,;AUER · 

Alcon Chief Executive Cary Rayment says the eye-care c~mpany <:o.iltlnued tb lever· 
age its global infrastruchire. to Increase earnings In the s~c:ondq~art_er. 

. ing $45 million,' tp $55 million in sa:les 
· of the ReSTOR lens. 

Alcon anticipates earnings per 
share of $3.40 to' $3,45.for the-full year. 

Before the earnings were released, 

Alcon's stock (ticker: ACL) dosed 
Wednesday /it $ll3,QO, up $2.36 on the 
New York Stock Ex~hange, . 

Marta M. Perohn, (817) 685-3808 
tnperotin@slar,ttlegram.com . 
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1995 Winners - Alcon 
Technical Excellence Awards 

Mark R. Hellberg, Ph.D. 
Dr. Mark Hellberg is recognized for his contributions in the discovery and 
qualification of drug candidates in the areas of Allergy/Inflammation, Surgical 
Drugs, Degenerative Diseases and Glaucoma. 

Since joining R&D's Lead Optimization Department in 1990, Dr. Hellberg has 
demonstrated a keen aptitude for the drug discovery process. His pioneering 
work in the areas of antioxidants and calcium channel blocker/antioxidant "dual 
pharmacophore compounds" has led to the identification and qualification of key 
compounds in the areas of Allergy/Inflammation, Surgical Drugs, Degenerative 
Diseases and Glaucoma. These compounds are: AL-5898 (and its isomers AL-
8247 and AL-8417) as Lead Compounds for a proprietary irrigating solution; 
AL-7032A a lead candidate as a cytoprotective agent with potential utility in 
glaucoma, retinal diseases and certain surgical indications; AL-5741 a lead 
candidate for the treatment of cataracts. One of these compounds will be elevated 
to project status by mid 1996. These compounds have the associated patent 
applications and Dr. Hellberg is a key inventor. Dr. Hellberg has also contributed 
in other key areas, including prioritizing PAF antagonists based on physical
chemical properties and PAF antagonists activity, and the characterization of new 
and potent human mast cell stabilizers. Dr. Hellberg has achieved this level of 
technical excellence by creatively constructing compounds which unite key 
activities within a single compound. Based on the combined activity of these 
compounds, they provide innovative opportunities for new products. Dr. 
Hellberg is recognized as an expert by his colleagues and is associated with 
essentially all aspects of the discovery process within Research. He effectively 
collaborates with his peers at the informal level and is able to stimulate 
discussions and activities which further the discovery process. Dr. Hellberg is 
currently the prostaglandin team leader and has contributed significantly in this 
area. He also has played a key role in acquiring expertise in the combinatorial 
chemistry and high throughput screening technologies. 

1979 B.S., Chemistry, Washington College 
1984 Ph.D., Medicinal Chemistry, Medical College of Virginia 
1985 Research Associate, Medicinal Chemistry, University of Kansas 
1985 Senior Scientist, A.H. Robins 
1990 Senior Scientist III, Lead Optimization, Alcon Laboratories 
1994 Principal Scientist, Lead Optimization, Alcon Laboratories 
1996 Associate Technical Director, Drug Discovery, Alcon Laboratories 

Harry House, B.S. 
Mr. Harry House is recognized for the design, development and implementation 
of the R&D high speed computer and data network. 

Mr. House joined Alcon Computer Information Systems (CIS) in 1991 and 
assumed responsibility for R&D networking and data communications. 
Computer access in 1991 was provided by hundreds of data terminal connections 
to VAX computers through low speed (9600 bits/second) connections wired 
directly to specific computers. In 1995 the network backbone was upgraded to 
100 Megabits/second with the ability through module changeouts to provide 
future throughput into the Gigabit/second range. The network currently consists 
of over 1500 network ports with approximately 1200 connections spread 
throughout IOL, Conner Center, the Quality Assurance building, the Surgical 
Tower basement, Process Development, Irvine R&D and remote 
communications to Paris, France. Mr. House designed and installed the initial 
network infrastructure for R&D with a network cable capacity of 10 
Megabits/second; that cable capacity is now over 100 Megabits/second. 

Mr. House has incorporated numerous design features that provide R&D with a 
highly redundant, highly flexible and manageable network with exceptionally 
high user availability. Automatic switching between fiber cable strands provides 
network backbone redundancy and a dual backbone design provides double 
backbone redundancy. The Simple Network Management Protocol (SNMP) 
incorporated into the design allows a single person to perform configuration 
control and secure over 1200 network connections. 

Alcon R&D is one of only eight locations in the US that is a beta site for the 
newest network switching technology that will decrease connection times and 
automatically set up alternate network paths for information flow when a failure 
occurs. Through Mr. House's efforts and expertise, Alcon R&D has a 
communications capability that is providing opportunities for productivity 
improvements in nearly all R&D departments. He is a recognized technology 
leader both within Alcon and within the data communications industry. 

1980 Telecommunications Computer Interface Analyst, 
Abilene Christian University 

1985 Manager of Network Services, Abilene Christian University 
1986 B.S., Computer Science, Abilene Christian University 
1991 Senior Systems Analyst I, CIS, Alcon Laboratories 
1993 Senior Systems Analyst II, CIS, Alcon Laboratories 
1996 Systems Manager, CIS, Alcon Laboratories 



Stephen J. Van Noy, B.S.M.E. 
Mr. Stephen Van Noy is recognized for his technical and leadership 
contributions in the product development of the A CRY SOP intraocular lens and 
its subsequent transfer to Manufacturing. 

Mr.Van Noy has been involved with the ACRYSOP product for over eight years 
and was the key product development engineer for the product. He developed the 
product specifications and worked to ensure maintenance of product 
performance during the clinical study, regulatory approval and product transfer. 
He planned and coordinated the documentation of product, process and material 
testing necessary for regulatory submissions. Mr. Van Noy also worked in close 
cooperation with surgeons and the IOL Clinical Research group in developing 
instruments and surgical handling techniques; this understanding of surgical 
manipulation requirements led to a standard evaluation procedure for new 
folding and handling forceps. He was co-inventor of the AcryPak™ packaging 
system and has several new insertion instrument patent filings in process. 

1981 

1981 
1983 
1985 
1986 
1987 
1989 
1990 
1993 

B.S., Mechanical Engineering, California Polytechnic University, 
Pomona 
Development Engineer, ORMCO Corporation 
Sr. Development Engineer, IOLAB Corporation 
Engineering Manager, VLI Inc. 
R&D Manager, Optical Radiation Corporation 
Sr. Development Engineer, CooperVision 
Manager, Advanced Product Development, CooperVision 
Manager, IOL Development, Alcon Laboratories 
Assistant Director, IOL Development, Alcon Laboratories 

Alcon 
Technical Excellence 

Awards 
July 23, 1996 

2:00 p.m. 

Alcon Auditorium 
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Alcon treatment 
suffers setbatl<' 
B.y MARIA. M. PE~ROrT.1.,~N ,,. i1 'Z..cXI taane date to October 2004, 
mperotin@star-telegram.com when the . · company dis, 
A treatment for blindness closed disappointing results 
created by Alcon has suf- in a study of the drug. Since 
fered another setback, with then, California-based Ge
federal regulators refusing · nentech ,has shaken things· 
to approve the drug unless up further, with the launch 
the Fort -Worth-based eye- of a·rival macular-'degenera
care company do.es an addi - tion treatment that showed 
tional c)inical study. dramatic improvements in 

The cornpahy said Mon- some patients. . 
day that it has no plans .t-0 In a statement Monday. 
conduct ano'ther study on Alcon said it wotJ,ldn't at
Retaane, which Alcon. origi- tempt the extra Retaane ;re
nally had hoped would be a search on Retaane · "due to 
breakthrough treatment for the difficulty of recruiting 
age-related rnacular degen- patients for such a study in 
eration- the leading cause light of other treatments 
of blindness among older currently available." 
Americans. Instead, Alcon After· Monday's an
now hopes fo find a use for nouncement, Alcon's stock 
the drug as a . glaucoma (ticker: AGL) fell , $1.17 to 
treatment or as a tool in re- .$.140.98 in after-hours .trad
ducing the progress of mac- · ing. 
ular degeneration. ----- ---'----

Alcon's 'troubles with Re- MARIA M. PEROTIN, s17.390,7339 
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Alcon's net profit climbs 
to $670 million in quarter 
fl lntraocular lenses, · treatments and emerging 
glaucoma products ancl a markets are providing both 
bad allergy sea~ £

1
re near-term· and durable 

U.S. sales,.:-,.,.,(JLA-- long-terin opportunities;' 
v \ said Kevin Buehler, Alcon's 

By Scott Nishimura ..-z,L> CEO. 
snishimura@star-telegram.com U.S. sales rose 12.7 per-
Alcon said Monday that its cent "due to strong contri
second-quarter net profit · butions" from AcrySof in
rose to $670 million, or traocular lenses, "healthy 
$2.21 per· share, compared growth" in sales of glauco-: 
with $582 million, or $1.94 ma products and the im
per share, for the same pe.,. pact of a severe allergy sea - ·· 
riod last year. Sales rose to son on sales of Patanol and 
$1.8 billion from $1.67 bil- Pataday_ ophthalmic solu
tion at the Fort Worth tions and Patanase nasal 
maker of eye-care 'prod- spray. 
ucts. · _: International sales-rose 

'"Keygrowthdriverslike 10.8 percent. Pharmaceu
advanced-tec~ology in- tical sales rose 16.5 per
traocular lenses, glaucoma More on ALCON. 2c 

Alcon 
. 

Continued from lC 

cent, surgical sales were up 7.4 percent 
and consumer eye-care sales rose 7. 7 per -
cent. 

For the first six months of the year, 
profit was $1.2 billion, or $4.09 per share, 

compared with $1 billion, or $3.44 per 
share, last year. . 

Sales rose to $3.6 billion from $3.17bil
lion. 

In January, Swiss drugmaker Novartis, 
which owns a 25 percent stake in Alcon, 
announced a deal to buy the rest of the 
company for $38.5 billion in cash and 
stock. 

Scott Nishimura, 817-390-7808 
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David Ledrick Merrill 

~ ARLINGTON - David L. 
Merrill passed aw~y Tues-

"' day, Dec. 27, 2005, 1n Arltng- "- ... 
ton, where he lived since ear-

ly 1968. He passed away due to heart 
:- . . problems he had suffered over the last 

few years. 
Funeral: 11 a.m. Friday in D/FW 

National Cemetery. Visitation: 6 to 8 
p.m. Thursday at the funeral home. 

David was born Aug. 6, 1922, In 
Pampa. He attended school in Henrie!-
ta, graduamg in the top of his ciass in 
1940. He then entered TCU, where he 
stayed until the Pearl Harbor attack, and 

f. ~-' 
. i enlisted In the U.S. Navy in January .,... -1942. He served on the cruiser Phlla- : j .- delphia as a radioman, made a conwy ,. ~ .. to Murmansk, Russia, and also partici-c....·· {.l,; .. 

pated in the invasion of North Africa in 
October of the same year. He then was 
assigned to the destroyer USS Turner, 
which was torpedoed and sank on Jan. 
3, 1944. He spent the fast two years of 
the war in the Pacific, serving on the 
staff and as a communications liais6n 
for Admiral Chester Nimitz. In the Paci!-
ic he participated in the recapture of the 
Philippines, lwo Jima and Okinawa. 

He married Alma Terry Merrill, a na-
tive of Pennsylvania, whom he met in 
January of 1944 as she served as a reg-. istered nurse In New York. They were 

l married Dec. 29 of the same year in the 
~ 

·, 
Little Church Around the Corner. 

Following the war, he returned to 
Texa~ Christian University and was also 
an alumnus of North Texas State Col-
lege and Harvard University. 

David was a member of the Amer~ 
can Chemical Society and was the first 

) chemist hired by Alcon, rising to the po-

. - --· .. -; sition of vice president and director of _., .. ~. .. . laboratories. He was active in many or-
ganizations, such as the Boy Scouts of 
America, where he served· as a volun-
teer and received the 35-year service 
award. 

T 
David was preceded in death by his 

parents and a brother. 
Survivors: His wife, Alma Terry 

Merrill; children, Roy Merrili of Littleton, 
Colo., Paula Goodwin of Danbury, 
Conn., and David W. Merrill of McKin-
nay; grandchildre~. Terry Merrill of Los 

... Angeles, Calif., Toinmy Goodwin, David . _, 

. M. Merrill, Jenny Bolding and Lesley . .. . .·. •· 3oodwin of Arlington; and his five pre-
;ious great-grandchildren, David, Mat-
hew, Lauren, Jordan and Bradley. 

Moore Funeral Home-N. Davis Drive 
Arlington, (817) 275-2711 

v-.,,,, andsigngu9stt>ookat 
www.star-teleg,am.com'obnuaries 
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Dedication for Education 
May 25 

Alcon. Laboratories hela a dedication ceremony for its Tim 
Sear Training & Education Ce.nter. · 

PHOTOS BY JON P UZZEl 

Buzz Brightbill and Judiiti leaf :· : 

Darren Woods, Suzy Williams, Oeve Lancaster· and Harry Bartel Tim Sear and Jacqunly~ Fouse 

l. 
·tilt~ 
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News: Stopgap funding 
keeping system going 
CONTINUED FROM 18 

thank the people of Alcon for 
turning on this beam of light 
for us. Now I've got to go 
catch up on six days of news." 

Officials of the national 
federation credit the efforts 
of Texas Newsline users like 
Emerson fo r rounding up 

· donations after the group's 
attempt to secure more per
manent funding died in the 
Legislature. 

Tommy Craig, president of 
the federation's Texas affili
ate, said the state Newsline 
fees had been funded for 10 
years through state, federal 
and private grants. 

Craig said two legislators 
sponsored bills in Austin this 
year to tap the universal ser
vice fund paid by telephone 
customers to give the Texas 
affiliate a permanent funding 
source to pay its Newsline 
fees. 

He also had hoped the 
$150,000 the bill would have 
provided would allow the 
state group to notify more of 
the 75,000 Texans believed to 
be eligible for the free 
Newsline service. 

When t hat proposal was 
stripped from a larger _bill in 
the last day of the legislative 
session, however, Craig said, 
his group couldn't come up 
with other funding before the 
service was cut off 

That's when Emerson 
stepped in. Upset about the 
abrupt loss of the service, she 
contacted federation officials 
who suggested she solicit 
donations. 

An Alcon official Emerson 
contacted came through. 

"We're focused on preserv
ing and ·restoring vision 
before people lose sight," said 
Alcon spokeswoman Car.ol 
Massey. "But if we can open 
the world to peaple without 
vision ·by providing newspa
pers to them, _we felt that's an 
important servi'ce and that we 
could provide support for it" 

+. · J~hn Pare, the national fed
eration's technology outreach 
ditector, said he's pleased that 

llm:Pt3M11J1----
How it works 

With the National Federa· 
lion of the Blind Newsline, 
blind people can have a com· 
puterized voice read newspa
pers to them by punching in 
selections on a touch·tone 
telephone. 
II The Newsline service pro
vides 180 newspapers -
including the Star-Telegram, 
Houston Chronicle and The 
New York Times - to more 
than 50,000 users in 37 
states and the District of 
Columbia. 

"We're grateful.for this 
stopgap funding, but 
we need a more 
permanent solution so 
we don't have to go 
through this every 
year." 

- Tommy Craig, president 
of the National Federation 

of the Blind's Texas affiliate 

the Texans found a "white 
knight." 

"It's rare we ever get down 
to where nobody comes 
through and it's shut off," Pare 
said. "Texans are very ·con
cerned for other p eople. I 
thought if the word got out, 
they would come forward to 
help. 

"This was a very grass
roots effort'' 

The ·next step, Craig says,., 
is to solicit donations for a , 
second year until more per
manent funding can be 
sought in the next Legislature. 

"We're grateful for this 
stopgap funding, but 'we-need 
a more permanent solution so· 
we don't have to g<;> through 
this every year,'' he said. 

ONUNE: www.nfb.org 

Martha Dell<r, (8J7} 390-78Sl 
mdoller@Sta~telegr'am.com 

.. , . 







..... 

~ .... -: 

EYE-CARE COMPANY 

Drugmal<er buys share 
of Alcon for $11 billion 

~~-~-: . . . , · ,, . • ~ . ._ - .· .. E ., 
k .t ' 

Rebecca Meredith tests raw materials Monday at Alcon headquarte~s in Fort Worth. STAR-TELEGRAM/AMY PITTRSON 

Alcon executives say the company's About Alcon . a ~" ~ \ 1,0 0 ~ 
potential majority shareholder makes a Headquarters: Incorporated in {/ \' . . 
complementary sl;1te of products. Switzerland, with headquarters at 

By MARIAM. PEROTIN 
mperotin@star-telegram.com 

Fort Worth-based Alcon Laboratories is getting 
a second Swiss parent. 

Drugmaker Novartis AG will pay the Nestle 
food company $11 billion for a 25 percent 
share of Alcon and gain an option to acquire 
Nestle's remaining 52 percent share by 2011 for 
up to $28 billion, both companies announced 
Monday. 

Alcon Chief Executive Cary Raym~nt said 
that the investmentreflects his company's ac
complishments as a leader in ophthalmology. 

"Clearly, from an Al
con standpoint, Nestle's 
been a great owner and 
shareholder, and has 
supported our growth 
over the years," Ray
ment said. "Now, we're 

fm Whatdo 
~you think? 
Post a comment 
about this report . at 
star-telegram.com 

6201 South Freeway, Fort Worth. 
Stock: Trades on the New York 
Stock Exchange as ACL. 
History: Founded in 1945 as a 
small Fort Worth pharmacy. 
Acquired by Nestle in 1978 and 
partially spun off in 2002. 
Leadership: Chief Executive Cary 
Rayment, who took the helm in 2004. 

STAR-TELEGRAM ARCHIVES/JILL JOHNSON 

Work force: More than 14,000 employees in 75 countries, including about 3,300 
workers in Fort Worth. 
Business areas: Eye-surgery equipment, prescription eye-care drugs and consum-
er products. · 
Key products: lnfiniti system used by cataract surgeons; AcrySof line of artificial 
lenses; Travatan glaucoma treatment; Pataday and Patanol, for eye allergies; Viga
mox antibiotic solution; Opti-Free contact-lens solution; Systane lubricant eyedrops 
2007 global sales: $5.6 billion 2007 profit: $1.6 billion 
Online: www.alcon.com 

About Novartis 
Headquarters: Basel, Switzerland 
Stock: Trades as NVS on the New 
York Stock Exchange 

~u-l•"- . 

·IU,r,v. 
-tl_ . ~ _ 
:. ·y.·· 
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moving to a phase where we would have; cer
tainly, the support of a leading global pharma
ceutical company." 

Alcon - one of Fort Worth's top employers, 
with roughly 3,300 workers on the city's south 
side - makes drugs, surgical equipment and 

Business divisions: Pharmaceu
ticals, vaccines, generic drugs, 
consumer health products 
History: Created in 1996 when 
Ciba-Geigy and Sandoz merged 
Major U.S. facilities: Research 
and development site in New 

-
consumer products. ' 

The company was founded in Fort Wo,rth 
and remains based here, with more than 
14,000 employees in 75 countries. It went pub
lic in March 2002, when Swiss-based Nestle 
spun off about 23 percent of Alcon's shares. 

"We think it's a superb opportunity to ac
quire a majority in the world's !~gt\;;\ eye-care 
company, which has really shown a gre,at per
formance in the recent years," said Dr. Daniel 
Vasella, Novartis' chief executive. 

Vasella said Novartis intends to complete 
More on PURCHASE on 6C · 

-II. -------i--:---:--'-: 0 ;:: _: ::>,1l'<il 
AP ARCHIVES 

Jersey; production site in New York . 
Key drugs: Diovan, for high blood pressure; cancer treatment Glivec; Trileptal, for 
epilepsy; Lamisil fungus treatment; Foradil asthma treatment; Voltaren, for inflam
mation; Sandimmun Neoral, used in organ transplants 
Eye-care business: Has overseas rights to distribute Lucentis, a drug for age
related macular degeneration; its Ciba Vision unit is a prominent maker of contact 
lenses and some lens-care products. · 
Workforce: 98,200 employees 2007 sales: $38.1 biUion 2007 profit: $12 billion 

. 'Online: www.novaFtis.com · - · ----:--~- ~.r~r...,~ . ··"' ... , 
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Purchase: N~'i~o~futs expected to result from ~~al 
com1NuEo FROM 1c CJ' ~ • Alcon 
both steps of the acquisition. Alcon share prices • • 
In fact, the company would - $160 t1mehne 
hav:e preferr~d to b~yNestle's _______ ___ -,~--- a.Jlll'-IW-tfH 140 ~945 Alcon_Laboratories 
entire stake lilllllediately but · 1s founded 1n Fort Worth 
deferred to the food compa- ______ ··· ····--------.1. 120 with the ois,ening of a 
ny's preference for a phased small pharmacy. Pharma-
approach. ----------1-- 100 cists Robert Alexander 

Nestle's move had been ------~I-a-#- - -, - - -;-----,...--1 80 and William Conner 
anticipated lately, in part be- : combine the first syl-
cause Alcon wasn't a core ---=~"--- -+--- +--- 1 60 !ables of their last names 
holding of the food company, to create the company's 
Rayment said. ·...-----~ , 40 name: · 

"This is just a continua- ! 20 1978 Food giant Nestle 
· tion, when you think about it, Dec. 31 Dec.31 D<!c 31 Oec. ~0%, oec: 29 Dec.31 acquires Alcon. 

from the [initial public offer- 2002 2003 2004 200s 2006 2007 2002 Nestle spins off 
ing] that we did," he said. so .. rc• s100.,,b••1N,_ 23 percent of Alcon in an . 

Executives at Nestle, STAR-TELEGRAM initial public offering. · 
which owns such brands as Shares start trading at 
Nescafe, Perrier and Dreyer's, • $33. 
have been spinning off the Alcon's key Sales grow briskly 2004 Cary Rayment pro-
company's nonfood busi- businesses Alton's annual sales in bi!Hor.s mated to lead the com-
nesses ~ r~cent ye-:us :While Alcon's 2007 ~ales were div1ded $5,6 s6 pany, bec?ming Alc_on's 
expanding its footpnnt m the among i!J. three core areas. fourth chief executive. 
areas of nutrition, health and . ' ----- ----1• 5 2007 Alcon buys Wave-
we!lness. For example, the Surgical Light AG, a German mak-. eqUlpment-
company has bought weight- $2.S bllllon ---=- • --1• --1• 4 er o: LASIK surgery 
management firm Jenny equipment. 
Craig, as well as former No- , , __ _ --tlt--.1---a ~ January 2008 Fortune 
vartis divisions that produce l magazine ranks Alcon 
Gerber baby foods and Boost J -11.----1- -a- -• - • 2 • among the "100 Best 
nutritional drinks. Compar:,ies to Work For" 

"These three deals are not -------- - - - 1 for the 10th straight year. 
connected, but they show April 2008 Nestle reach-
that companies concentrate Consume: products ____ .____________ 0 es a deal to sell at least 

on what their real field of $?S6 million 2003 2004 2005 2006 2007 part of its st.ake to Navar-
competence is," Nestle S<>u·cc •Aie,,n in,. ~ urr.c ·o1100" 1" ' tis, the Swiss pharmaceu-
spokesman Francois-Xavier STAR-TELEGRAM syAR-TELEGRAM t ical company. 
Perroud said. "In our case, it's 
clearly food and nutrition. 
And in Novartis' case, it's 
pharmaceuticals." 

-have complementary busi
nesses with little overlap, Va
sella said. 

';,1 

, ,. 
a 

-
• 

What it means 
At Alcon, Novartis' invest
ment isn't expected to 
prompt job cuts. 

Novartis' Ciba Vision ttnit ; ,. 
is one Qf the _largest sellers of 

"I don't suspect it will have 
any measurable impact ·on 
the human resources <if Al
con, especially since they are 
active in areas in which No
vartis quite obviously isn't," 
Perroud said. 

The deal would add two 
members to Alcon's board of 
directors, one selected by 
Nestle and the other by No
vartis. 

"It's pretty much business 
as usual, in that Alcon re
mains a publicly traded com
pany," Rayment said. "Our 
strategy, our structure, our 
operations remain the same." 

It's less clear what happens 
to Alcon if Novartis follows 
through on becoming its ma
jority stakeholder after 2010. 

"It's a little early to tell at 
this point in time," Rayment 
said. "Clearly, Alcon's man
~gement and Novartis man
agement will work together, 
looking at the opportunities, 
and make the appropriate de
cisions at that time." 

What's in it for Novartis 
Vasella told industry analysts 
. Monday that A.Icon would be 

. contact lenses, with some 
sales of contact-lens solu
tions. Meanwhile, Alcon -
the dominant maker of lens 
solutions - doesn't sell con
tact lenses. 

· Novartis also has the· over
seas rights to distribute Lu
centis, a drug for age-related 
macular degeneration. Th~ 
medicine, created by Genen-· 

Manuel Montanez monitors the contact-solution assembly-line at Al- tech, has become the preva-
con in Fort Worth on Monday. STAR-TELEGRAM/AMY PETERSON lent treatment for that blind-

consolidated fully into Novar
tis if the second batch of 
shares is bought. 

That could entail a pur
chase of the remaining 
23 percent of shares from mi
nority owners, he said. Or it 
could involve a different kind 
of transaction; such as inte
grating Novartis' contact-lens 
unit into Alcon's operations. 

"Everything is theoretical," 
Vasellasaid. "Rightnow, these 
are separate businesses. And 
we are just a minority share
holder." 

Novartis' purchase, the 
biggest in healthcare this 
year, comes on top of the 
$13 billion it spent on gener
ic-drug makers Hexal AG and 
Eon Labs Inc. in 2005 and the 
$5.7 billion acquisition of 

. ness-causing disease. 
vaccine maker Chiron Corp. · Alcon had hoped to devel
in 2006. op its own breakthrough 

Novartis is slashing 2,500 treatment for macular degen
jobs in the next two years af- eration but gave up after a 
ter a diabetes treatment was 2004 clinical trial produced 
delayed, an irritable-bowel disappointing results. 
treatment was withdrawn, Alcon also has a foothold 
and a painkiller failed to win in emerging international 
approval. Fourth-quarter markets that appeals ·to No
profit fell 45 percent while vartis, Vasella said. 
revenue rose at the slowest "We believe that this 
pace in five quarters. makes eminent strategic 

Vasella said Novartis sees sense," he said. "It's a unique 
big opportunities in the oph- opportunity. It's a great com
thalmology market. And the pany." 
company was drawn by Al- After the deal was · an
con's tradition of successful nounced, Alcon's shares (tick
research and development er: ACL) closed Monday at 
and by the strength of its in- $150.63, up $2.19. 
ternational sales force. This ank les includes material from The 

Associated Press and Blopmberg News. 

Looking ahead . 
Novartis and Alcon should MARIAM. PEROTIN, s17.390-7339 
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on Alcon Drugmaker to keep its options open 
The chief executive of the Swiss drug company says the 
Fort Worth firm is a good fit. 

What makes Alcon an attrac- nance; while we would have 
tive acquisition for Novartis? control in a similar way Nestle 
There are several aspects. First has it today, for the collab-

By MARIA M. PEROTIN 
mperotin@)star-telegn,m.com 

crete plans yet for how best to of all, it's a field we know. But oration, we still need to have 
collaborate with Alcon's lead- it's not a field where we are agreements and to treat this at 

Swiss drug company Novartis 
may buy Fort Worth-based Al
con entirely or opt instead to 

ers. really in a leading position, while arm's length. Now, obviously, 
Under the terms of Novar- Alcon is a leader in its field. It's one would get into preferential 

tis' d eal, it intends to buy a fairly large market with about agreements. To totally collab-

Vasella 

sell its con• 
tact-lens unit 
to the eye
care busi: 
ness, Novar
tis' • chief 
executive 
said Wednes
day. 

25 percent of Alcon's shares $25 billion, growing faster t han orate and fold our business into 
from food giant Nestle this the pharmaceutical market. . . . their business, for example, we 
year for $11 billion. By 2011, The fit is outstanding because would have to either own 
the ,company expects to ac- '!'e are active in fields Alcon is 100 percent or then, [or] Alcon 
quire Nestle's remaining not. Namely, we're t he No, 2 would have to buy our business, 
52 percent stake, becomingAl- contact-lens producer. Alcon is which is also a possibility, For 
con's majority owner. · not active in contact lenses, And example, if Alcon could make an 

Alcon-one of Fort Worth's t hen, we are leading with the offer for Ciba Vision, that would 
top employers, with roughly treatment for a disease . . . be absolutely ;i. possibility. 

The pharmaceutical com
pany, which announced plans 
earlier this month to buy a 
portion of Alcon, is open to 
selling its crCa Vision division, 
eventually, said Dr. Daniel Va
sella, Novartis' chief executive. 
But executives don't haye cqn-

3,200 workers . on the city's called macular degeneration. It's After Novartis acquires Nes-
south side - m akes drugs, the most frequent reason for tie's full stake in Alcon, 
surgical equipment and con- blindness of seniors. what's the likelihood that 
sumer products. What potential changes to your company would go 

V.isr.lla spoke to the t tar- do you anticipate at Alcon ,~ further to buy the remain'Aig 
Telegram by telephon e on . after the second step of the 23 percent of Alcon shares? 
w·ednesday about the acquisi- · acquisit_ion is completed? That's totally open. My view is if 
tion. From a point of view of gover- More on ALCON on 6C 

EARNINGS 

1st-quarter profit up 24 _percent at 
Alcon; 3 areas of business aid gains 
The Fort Worth-based 
firm's contact-lens 
disinfectant is selling well. 

By MARIAM. PEROTIN 
mperotin@star-telegram.com 

FORT WORTH - Alcon's 
profit climbed 24 percent to 
$429.4 million in the year's 
first quarter, as the Fort 
Worth-based ophthalmolo
gy company posted double
digit sales gains aqoss its 
three main areas of business. 

Ris ing · sales: Sales in
creased • 16 percent to 
$1.5 billion, with much of the 
growth coming overseas. 
Sales of surgical equipment 
saw the most improvement, 
rising 20 p ercent to 
$697.9 million. Pharmaceu
tical sales increased 13 p er
cent, while consumer-prod-

uct sales rose 12 percent. 
The highlights: Sales of 

implantable lenses that are 
used to replace cataract suf
ferers' clouded, natural lens
es rose almost 24 percent. 
That was due largely to im
proved sales of Alcon's latest 
generation of high-tech lens
es. 

Alcon's contact-lens clis
infectants also continued to 
sell well, mainly because its 
Opti-Free multipurpose so
lutions hung onto gains 
made when a rival's product 
was· pulled off the shelves 
last year. 

"Our strong results for the 
first quarter came from con
tinuing market share gains 
for our major pparmaceuti• 
cal brands, our strong per
formance in Japan with sev-

era! new pharmaceutical 
products, rapid growth in 
sales.of our advanced tech
nology intraocular lenses 
and the continuing contri
butions of our international 
operations, especially those 
in emerging m arkets," Chief 
Executive Cary Rayment said 
in a written statement 
Wedne~day. 

Alco n's quarterly earnings 
amounted to $1.43 per share. 

Looking ahead: The 
comp any boosted its 2008 
sales projections to $6.4 bil
lion to $6.5 billion. 

The results were released 
after the financial markets 
had closed. Alcon shares 
(ticker: ACL) closed Wednes
day at $153.37, up $1.81. 

MARIAM. PEROTIN, 817-390-7339 

Ah;:on: .Novartis CEO says Fort Worth 
firm should continue on growth path 
CONTINUED FROM 1C 

a company has done as well as 
Alcon has done, you don't 
change too much, You don't 
want to make changes which 
afterward deteriorate the 
team or the results, I think the 
most important factor is 
growth. And so, Alcon needs 
to be able to continue on the 
growth path on which t hey 
were, And in the extent we can 
help them to achieve that, we 

· will .:_ be it through research 
projects, or licensing projects, 
or whatever. But. otherwise, I 
would say we have no con
crete plans t?, do anything 
beyond that. And I think we'll 
see in 2010.or 2011, you know, 
how t hings go, what we both 
think is best, and in the best 
interest of the patients, and in 
the oesITnreresc oTThe ein° · 

ployees, and the community, 
and of course the sharehold
ers, 
Novartis and the pharma
ceutical industry in general 
are facing strong pressure 
froln generic drugmakers 
and from governments and 
other payers. In that envi
ronment, how important is 
the Alcon purchase to No
vartis' strategy? 
It does do two things. First of 
all, it gives us an additional 
growth platform. And second
ly, it diversifies risk, 
How do the cultures of the 
two companies match up? 
I think it's very gooe,·. The 
other question is you know: Is 
one innovation- and growth
focused? Or is one, for ex
am,ele, just cost-focused? And 
we re both 1nnovat1on- ano 

growth-focused. 
In an operation which has a 

large portion not just interna
tionally but also in Texas, I 
think the question comes in: 
This company, Novartis, how 
well do they understand or 
don't t hey understand also our 

· local cultures? Obviously, we . 
are present in the U.S.,in every 
state. And the largest con
tingent of our associates are in 
the U.S. And our research 
headquarters is in the U.S. So 
we feel we are part of the 
fabric. So that is certainly not 
an issue. 

Otherwise, I would say 
Alcon sl'iould keep its culture, 
with its success. They did so 
well. Why would anyone want 
to go and change the culture? 

MARIA M. PEROTIN, 817-390-7339 
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lFoutldation honors 

· They include liquid
cooled garments developed 
to ·protect Apollo ·astronauts . 
on·the moon from the high 
temperatures of the unt:"tl- . 

, tered.stin. The 'garments have -
: · since been worn by race ·car 

,· . -drivers, fitefighters who han
dle hazardous materials, and 
employees at nu.dear reac- . 
tors. 
·· Biack and-D~cker ml\de 

the list, too, for-its 'role in 
devisipg a power drill_capa
ble of digging h_1to t.qe 
moo;n~s soil. The eompany 
later built. on the technology_ 
to create its lines of cordless 

.·1 Alcon for cornea work 
.. / Before doctors used 
l Alcon Labs' LAD~Visfon .. 
I 4000 system to improve 

tools:· . . 

· :• .. 

._ .r ._·.: 

/.·· j . ·.. ·~ .... · . 

·-. ;: ~ .. :·, . ! . ~·- . :: . . .•. 
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··J patients' eyesight, astronauts 
! relied on the technology to 

, Alcon's LADARVision sys-· 
tern, which is used in LASIK 
procedures, employs a la.ser . 
and eye-ti;acking device to 
reshape the·cornea. The 
technology was developed to 
help NASA spacecraft dock 
with satellites during service 

. . ... . _. ... · ·•, :),.:.: ·• 
. . ·•::-· ·•. · .. .... ; ·. 

?·:(:~---.. .. · .. • .•· ·. ·· .. ··. : :.~--'!·. .~ :. : . 
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· doc_kspacecraft in outer · 
space. Similar technology, 
anyway. 

: . . 'That's why the Space 
: ·.Foundation has inducted 

Fort Worth-based Alco n's 
. equipment into its Hall of · 

Fame, which recognize~ . 
commercial applications of 
space technology. 

The equipment joins 
almost 50 other products that 
have be.en-selected since · 
1988. 

calls. · 0, . 
4 

· 
. _d\s -D. 6fiJ 

. Got a tip? CONTACT: 

. Jim Fuquay, (817) 390-7552 . 
jfuquay@star-telegram.com 

Barry Shlachter, (817) 3~0-7718 
bshlachter@star-telegram.com 

],fatia M. Perotin, · (817) 685-3808 
mperotin@~tar-telegram.co tn\ 

.. :~.: -:. 

• I 



18 Deeellller 19-25, 2115 Fon worui IIIINSS Pren \C\ ,/ 

w,V ~' · 
FOUSE from page 1 

sionals who design and implement internal 
accounting systems for businesses. Robert 
Half Intern.ational is a staffing firm for 
accounting and finance professionals with 
more than 330 offices around the world. 

Born in Fort Worth, Fouse was raised 
in Dallas and graduated with bachelor's 
and master's degrees from the University 
of Texas at Arlington and is currently 
pursuing her doctorate degree ID finance 
and administration at the school 

"All I lack now IS my dissertation, and 
after all; what good is spare time any
way?" she said. 

i 
J 
~ • ' 

I 
According to her father, Jack Fouse, 

Jacqualyn and her sister, Kathryn, have 
always been hard workers: 

'They both have worked really hard, 
and it's paid off," he said during the din
ner honoring Fouse. 

As CFO of Alcon, the eye care com
pany which had more than $3.9 billion in 
sales last year, Fouse doesn't have a lot 
of free time. Despite this, she serves on 
the Chancellor's Council of the 
University of Texas System; is a member 
of Texas Christian University's 
Accounting Department AdV1sory 
Council; participates in TCU student 
mentoring; sits on the board of directors 
of ORBIS International, a non-profit 
organization dedicated to saving -sight 
and eliminating avoidable blindness; and 
sits on the board of directors of 
Ophthalmic Women Leaders. 

"I really started out in economics. We 
had to take some accounting classes and 
that's sort of how I ended up here. I think 
the economics background gave the 
knowiedge to put the numbers in per
spective:'·she said. 

Alcon, a majority-owned Swiss com
pany, does not have to report quarterly 
numbers, but, despite this, Fouse-ha,.;_ 
chosen to abide by those i:ules and issue 
quarterly reports. Many foreign-owned 
corporations only report results every six 
months. 

"We issue quarterly reports because it 
allows investors to compare us apples:to
apples with other companies out there," 
she said. 

An active member of the community, 
Fouse is also considered by many to be a 
leader · in business Since re-joining 
Alcon as CFO in 2002, Fouse has been a 

According to Carl Smith, national 
chairman of the.IMA, the fact that Fouse 
complied with the Sarbanes-Ox.ley rules 
(which govern financial reporting) vol
untarily was a key factor in the decision 
to name her Financial Executive of the 
Year. 

· key-contributor to Alcon's senior man
agement team that led the global sales 
and marketing organization to create 
double digit sales growth over the last 
three years. 

Fouse also led negotiations for a num
ber of royalty buy-out arrangements with 
product licensors. Her support of cost
saving initiatives within the company's 
manufacturing facilities have helped to 
realize an increase in Aleen's gross prof
it margins from 70.9 percent in 2001 to 
72.4 percent in 2004. So far in 2005, 
Fouse said, the company's gross profit 
margin sits at a healthy 74.3 percent. 
This improvement will contribute nearly 
$150 million m increased gross profit in 
2005, according to the company. 

Fouse has also fostered a culture of 
controlling the growth of overhead 
expenses through improved commuruca
tion of corporate objectives; more target
ed management incentive programs, 
improved utilization of information tech
nology and standardized system plat
forms. As a result of these and other ini
tiatives, selling, general and° administra
tive expenses as a percent of sales have 
been reduced from 34.7 percent of sales 
in 2001 to 31.6 percent in 2004 and 30.2 
percent through the first six months of 
2005. 

For Fouse, many of these achieve
ments have come about because she has· 
taken a broader view of the company 
beyond just looking at the quarterly bot
tom line. 

"That's one advantage to being a for
eign-owned company;• said Fouse. "We 
look a little longer term and don't panic 
as quickly with one quarter's numbers. I 
. believe every company could benefit 

_ from taking a broader. view." 
That is also an advantage to studying 

economics, she said. 

"One of the factors . we look for is- a 
high ethical standard and that was cer
tainly an indication she mamtains very 
high standards;' be said. 

Fouse joined Fort Worth-based Alcon 
from Lockheed as a financial analyst in 
1986. In 1993, she moved to Switzerland 
as assistant controller for the pharmaceu
tical ·and cosmetics group of Nestle, 
which was then Alcon's corporate parent. 
She later became the group's treasurer. 
While living in Switzerland, Fouse also 
got to practice her other "foreign" la!}
guages: Spanish, German and Italian. 

In June 2001, she left Nestle to 
become chief financ!ial officer of 
Swissair, which was then struggling to 
avoid bankruptcy. 

"I was part of a group that came in as 
a rescue team for the airline," she said. 

Rescue was short-lived however; as 
outside factors qµickly scuttled any 
hopes of reviving ·the airline after the 
September 11th terrorist attacks. 
Swissair eventually filed for bankruptcy 
and parts of the company were sold off . . 

"I'm glad I [ worked there 1 because I 
learned a lot. Swissair officials had made 
some business decisions that didn' t turn 
out for the best. Seeing the results of 
those decisions gave me a good view of 
what can happen even under the best of 
1Dtention~:' she said. 

Fouse said she isn't sure what the 
future holds, but plans to continue to live 
by .a quote she once read: "We are what 
we repeatedly do. Excellence, then, is 
not an act, but a habit." 

"It's a quote from Aristotle," she said. 
"I don't remember where I read it, but it 
stuck with me. When something sticks 
with you like that, you kQow it is having 
an impact on you." 

ConJact Fronds at ,francu@bi;prqs.net. 
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ADVERTISING I ADDY AWARDS 

Game for Alcon tal<es top honor 
Four Fort Worth firms. are big 
winners in the competition for local 
advertising agencies. 1JJI JI 
By SANDRA BAKER ')-'t"- ,, /l)l\ 
sabaker@star-telegram.com ' VV' 

A patient education game called, "Oh 
My! Pink Eye!," created by the -Balcom 
Agency advertising firm for Fort Worth
based pharmaceutic111 company Alcon, 
was recognized with the top Best of 
Show.honor in the annual Addy Awards 
Gala held Saturday in downtown Fort 
Worth. 

The agency was among four Fort 
Worth advertising and public relations 
firms to score big in the awards show of 
the American Advertising Federation 
Fort Worth, held to honor the creative 
work of local agencies and companies. 
Nearly 200 awards were presented to 20 
agencies and companies. 

Concussion Advertising and Public 
Relations won 63 Addys - the most 
presented - intjuding 21 gold, 21 sil
ver and 21 bronze awards. The agency 
also won a Best of Show Award in the 
broadcast category for a television 
campaign created for Osage Million 
Dollar Elm Casino. · 

GCG received the second-highest 
number of awards, 36 Addys - five 
gold, 16 silver and 15 bronze. 

Algo+Rhythm received the Best of 
Show Award in the print category for a 
piece created for Ellington Fans, and 34 
Addys - 14 gold, 13 silver and seven 
bronze. 

Balcom also won a Best of Show 
Award in the interactive category for a 
Web site created for Real.,.School Gar
dens, and 23 Addys - nine gold/ five 
silver and nine bronze. 

The four firms won 156 of the 194 

Addys presented at the event, held at 
the Ashton Depot. The contest drew 
735 entries. 

Kinetiq HD received a Special Judges 
Award for an entry in the online catego
ry for client En-ovation Group. 

Gold Addy winners now compete in 
the Tenth District Addys on.April 24 in 
Houston, and winners at the district 
level move on to the National Addys in 
June in Washington, D.C. 

Also presented were 35 student 
awards for entries from Texas Christian 
University, the University of Texas at 
Arlington, the University of North Tex
as and Westwood College. Lisa Tseng of 
UT-Arlington received the Student Best 
of Show Award. Alicia Espinosa of UNT 
and Bethany Sexton of TCU each re
ceived a Student Special Judges Award. 

SANDRA BAKER, 817-390-7727 
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\ (( All stakeholders,;look for companies}N"ho are well-roundt:d and ~oing the right thing. 
·Winona Edwar.ds,-director oflbumanitarian and community serVlce'S Alcon •: . . : 

I • • / • ,-. . . . ' , . . . . t ')! at L - _ _: . , , . ,,,, 

Dr. Sidney Katala examines a patient in Tanzania during a mission that was supported by Alcon. BACXPACK PRODUCTlpNS FOR HELEN KELLER INTERNATIONAL 

Giving for a reason 
More companies are giving in ways that are related to their industry 

· \S l9~-u:o7 . · . . . 
. By MARIA M. PEROTIN .. 
mperotin@star-telegram.com 

Corporate giving 
(in billions of inflation-adjusted dollars) 

Whil~ most company executives fret 
about ways to boost profits, Wmona 
Edwards' job is to give away some of 
Aleen's earnings. 

As director of humanitarian and 
community services for the Fort 
Worth company, Edwards and her 17 -
person staff arrange donations to 
needy hospital patients, overseas 
medical rnissio~. and an array of pro
grams that prevent and treat blind-
ness. 

Year 
2006 
2005 
2004 
2003 
2002 
2001 
2000 
1999 
1998 

The gifts amount to $ 123 million l997 
over the past three years, most of it in 1996 
the form of free medicines to indigent 

Amount % of pretax 
. contributed prof"rts 

$12.72 0.7 
$14.21 0.9 
$12.12 1 
$12.12 1.2 
$12.09 1.4 
$13.27 1.6 
$12.57 1.4 

. $.1 2.38 13 
$10.46 1.2 
$10.83 1.1 
$9.65 

patients here and abroad. The goal of philanthropic side is, I think, becom
those giveaways: to keep up Aleen's ing increasingly important." 
decades-old tradition of charity and to 
bolster the company's standing as a Training forum set 
leader in the eye-care field. Certainly, it's increasingly visible. 

The strategy reflects the evolving While companies continue to sup-
role of corporate philanthropy, as ina- port United Way campaigns and make 
ny U.S. companies attempt to align· donations to their favorite charities, 
their charity with their business inter- they are also focusing on other ap
ests. preaches: steering donations to 

'½JI stakeholders look for compa- causes that line up with their business 
nies who are well-rounded and doing goals, tightly managing their contri
the right thing," Edwards said. !'The ' More on DONATIONS on 3C 

Dr. Glenn Strauss works in Liberia on an Alcon-backed mission. The Fort Worth 
company' supports eye-related ministries wo'rldwide. couRTISY OF MERCY SHIPS 
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Donations: Percentage of profits given has decreased since 2001 
. , s-Dd- "'2£b7 

CONTINUED FROM lC 
butions, donating their own 
products instead of cash and 
rallying employees to volun
teer, said Curt Weeden, chief 
executive of the South Caroli
na-based Association of Cor
porate Contributions Profes
sionals. 

"People know companies 
make a lot of money. It's pretty 
easy to cut a check," Weeden 
said. "Maybe it ain't so easy 
when you have to pull togeth
er a bunch of people and have 

-them, on their own time, go 
out and improve the commu
nity." 

Weeden, whose organiza

Where corporate 
donations go 
Businesses steer much of their 
philanthropy to health 
services, with most donations 
coming in the form of 
medicines and other products. 
Cash accounts for less than 
half of overall giving.• 

Health and Education · 

human . ts~ services · · Arts 
56% _,.., and 

~ culture-

Civlcand ',.__ ~ , . 

community 1!1% 
groups-
11% Envlronment-1% 

tion represents 147 COmpa- "TotalOocsn'1addup tol00'!6becauseof 

nies, provides training and ~:;t,nfer•n~ Boord 2006 
other i:esources to the manag
ers who oversee volunteering 
and other corporate philan
thropy efforts. Next up on his 
group's agenda is a four-day 
training forum for about three 
dozen participants from 
around the country, which 
begins today on Alcon's south 
Fort Worth campus. 

Such training is especially 
helpful as corporate-giving 
programs becoi:n,e more com
plex and souctured, Edwards 
said. 

Alcon, for example, sup
. ports 1,100 medical missions 
annually. 

The program started with a 
single mission 44 years ago. 
And as recently as the 1990s, 
the company provided medi
cine for just . a few hundred 
overseas trips each year. 

Corporate giving 
·declines 
Despite philanthropy's higher 
profile, businesses aren't 
making more donations to 
charity. . 

U.S. corporations contrib
uted ·an estimated $12.72 bil
lion last year, according to a 
study by the Giving USA 
Foundation. That marked a 
decline from 2005, when the 
aftermath of Hurricane Katri
na prompted a surge in gener
osity. 

Overall, corporate giving 
has hovered between $12.l 

' billionand$14.2 billionannu
. ally since 2000. But as compa
nies' earnings climbed in re
cent years, their donations 
have had less and less effect 
on the bottom line. 

In 2001, businesses' contri
butions amounted to 1.6 per
cent of their pretax profits. 
Last year, they gave away 0.7 
percent of profits, acco{ding 
to Giving USA. 

"Over the last five years, 
frankly, it's gone down," Wee
den said. "They just haven't 
kept pace w!,th this ~aordi-

STAR-TELEGRAM 

nary growth of profit." 
· Cari Hills Parsons, who is 

director of the New York
based Committee Encourag
ing Corporate Philanthropy, 
said businesses can figure out 
how they stack up by assess
ing the donations of compa
rable companies - tho.se in 
the same industry, of the same 
size or with a similar work 
force. 

"We don't advocate one 
specific yardstick for measur
ing corporate giving. But we 
do suggest that companies 
compare themselves to 
peers," Parsons said. "We en
courage making an educated 
decision based on what 
others are doing and where 
you want to position your
self." 

'Good corp~rate cit izens' 
Why donate money at all? 

Many workers, especially 
younger ones, favor employ
ers who give something to 
their communities, Parsons 
said. And some studies have 
shown that "good corporate 
citizens" have an edge with 
customers, too. 1 . 

"That's a pretty co)npelling 
driver," she said. "One that 
could possibly help generate 
brand recognition, employee 
morale, visibility in front of 
the customers." 

At specialty insurer Health
Markets, based in North Rich
land Hills, philanthropy is of
ten aimed at causes that di
rectly affect employees, such 
as fighting cancer and helping 
children with special needs, 
Chief Executive William 
Gedwed said. 

"I think it builds a loyalty, a 
bond with your employees," 
<;,edwed said. "They view you 
as a company that's a giving 
company, a caring company 
and one that they'd like to 
work for." 

Corporate giving North Texas businesses support an array of causes: 

• Alcon 
The Fort Worth-based eye-care company do
nates drugs and surgical equipment to more 
than 1,200 philanthropic medical missions 
around the wprld, including t he ORBIS Flying 
Eye Hospital. The company gives free medicine 
to low-,ncome patients w,th ophthalmic condi
tions. It supports ophthalmology and optom
etry education, as well as Braille instruction. 
Locally, employees have adopted the Everman 
school district. They also h.ost an annual walk-a
thon on Alcon's campus that has raised more 
than $500,000 for Prevent Blindness Texas. 
• Exxon Mobil 
The Irving-based oil giant has an init1at1ve to 
prevent and treat malaria in Africa. It launched 
a project in 2005 to educate women and girls in 
Africa, Latin America, the Middle East and Asia 
In the United States, It contributes to math and 
science education. It provides a $3-for-$1 
matching gift when workers and retirees do
nate to colleges and scholarship funds. Last 
year Exxon Mobil, its employees and retirees 
gave a combined $170 millton to community 
investments around the world. And they and 
their families donated more than 680,000 vol
unteer hours in 22 countries. 
• HealthMarkets 
The specialty insurer, whlch is based in North 
Richland Hills, is the Metroplex's largest corpo
rate giver to the Marine Corps Reserve's Toys 
for Tots campaign. Employees recently raised 
$125,000 for Special Olympics Texas. The com
pany also supports the Lance Annstrong Foun
dation. It pays for technology and education 
programs at two local schools. 
• The Home Depot 
The Atlanta-based home improvement retailer 
focuses its philanthropy on building and refur
bishing gathering spaces, playgrounds and 
homes, as well as rebuilding buildings damaged 
in weather-related disasters. One example: 
Employee volunteers have helped build hun
dreds of playgrounds in partnership with the 
nonprofit group KaBoom. 
• Justin Brands 
The Fort Worth bootmaker sponsors a "cow
boy crisis fund" that has given $4 million to 
inJured rodeo cowboys. Last week it joined 
forces with Sprint to donate 46,000 calling 
cards to members of the Armed Forces, which 
should enable men and women who are serving 
in 11 countries to call home during the holi
days. 

• Lockheed Martin Aeronautics Co. 
The Fort Worth-based military aircraft builder 
supports various organizations, including Big 
Brothers/Big Sisters of Tarrant County, carter 
BloodCare and Adopt-a-Highway. The compa
ny sponsors the annual MathCounts competi
tion and supports various programs about 
careers in engineering, It donates money to 
t he local nonprofit groups for which employ
ees volunteer. And its workers, who recycle 
aluminum cans to help Habitat for Humanity, 
have raised enough money to build a house. 
• Pier 1 Imports 
The home furnishings chain based In Fort 
Worth supports UNICEF in various ways, 
including dlstrfbution of Halloween collection 
boxes at its stores. It donates money to Susan 
G. Komen for the Cure from the sale of spe
cially marked products. It has adopted E.M. 
Daggett Elementary School, and employees 
donate clothing to the school's students each 
winter. 
• Target Corp. 
The Minneapolis-based discount retailer 
donates 5 percent of Its Income to charity. 
The company offers grants primarily to arts 
groups that bring art to schools or mai(e 
cultural experiences affordable for families; 
programs that encourage children to read; 
and programs that address family violence. It 
has relationships w1tR many organizations, 
including the American Red Cross, the His
panic Scholarship Fund, America's Second 
Harvest and the Vietnam Veterans Memorial 
Fund. 
• Wal-Mart 
The Arkansas-based discount giant and its 
foundation gave $270 million last year in cash 
donations, and its employee volunteer pro
gram recorded almost 1 million volunteer 
hours. Contributions went toward an array of 
recipients, including student scholarships, a 
Teacher of the Year program, gifts for military 
farmlies and donations to children's hospitals. 
• XTO Energy 
The Fort Worth energy company matches 
employees' donations to colleges. It awards 
scholarships to high school seniors In various 
states. The company has raised money for 
various organizations, Including Ronald Mc
Donald House and March of Dimes. It also has 
a practice of buying animals at local stock 
fairs from students and donating the animals 
to charity. 

• - Marla M. Perotin 

Of course, businesses' mo
tives aren't entirely altruistic. 
Llke individuals, companies 
get tax breaks for their chari
table contributions. And the 
deduction is even larger if 
they donate products instead 
of money. 

ey tci give away. It's the share
holders' money." 

manager. ".We're a science
based company. We have 
14,000 scientists and engi
neers. We're very focused on 
increasing the pool." 

Still, executives have to 
prove a business case to justi
fy donations that otherwise 
could have been turned to 
profits, Weeden said. 

"You have to do two things 
at once. You liave to show val
ue to society, because you 
won't get a tax write-off if you 
don't," Weeden said. "At the 
same time, it's.not your mon-

Finding the right cause 
Often, businesses head off 
questions about philanthropy 
by making donations that are 
relevant to the company and 
to its other goals, he said. 

Exxon Mobil, for example, 
directs some of its contribu
tions to math and science ed
ucation programs. 

"We need more engineers 
and more kids going into 
mathematics and science," 
said Mark Boudreaux, Exxon 
Mobil's corporate citizenship 
and community investments 

Parsons, of the philanthro
py advocacy group, said many 
executiv~s "understand how 
giving away money can bring 
back social benefits and also 
business benefits." 

Nonetheless, sh e .warns 
that the effort could backfire. 

"You need to be authentic, 
or else people will know that 
you're doing it for other rea
sons," Parsons said . 

·MARIAM. PEROTIN, 817-390-7339 
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rit's full speed 
ahead for new 
Alcon chief 
,Alcon's new CEO expects 
to look closely at the 
company's costs as it 
pushes for sales growth 
despite the economic 
recession. o°SA.v ti 

l '\,DC I 

By MARIA M. PEROTIN 
mperotin\~.i:star~telegram.com 

Kevin Buehler has a straight -
forward strategy for leading 
eye-care giant Alcon 
through treacherous eco
nomic times: Outsell com
petitors, expand market 
share and launch more in
novative products. 

They're ambitious goals 
for the Fort Worth-based 
company, which already is a 

worldwide 
leader in 
ophthal
mology. 

But 
fil -~ . Buehler, 
Buehler who was 

named this 
week as Alcon's new chief 
executive, said the ambition 
i~ a product of the compa
ny's long-standing culture. 

"We do see our company 
as a high-performance-ori
ented company. Simply 
achieving at the average is 
not our priolity," Buehler 
said Friday. "We are always 
looking to perform at a level 
that would be seen as a 

More on ALCON on 3C 

r 
s 
t 

Alcon: Showing signs of vulnerability 
CONTINUED FROM l C 

benchmark." 
Easier said than done, of 

course. 
The 51-year-old Buehler 

takes the helm at a time 
when Alcon, which had 
seemed all but invincible 
since it went public in 2002, 
is showing signs of vulnera
bility. 

The company in October 
lowered its sales projections 
and earnings expectations 
for the year, in large part be
cause of sluggish U.S. drug 
sales. 

Buehler said he hop~s to 
build on Alcon's steadfast fo
cus on eye-related drugs, 
surgical equipment and con
sumer products. But success 
is far from guaranteed, as the 
economic downturn has 

· made consumers hesitant to 
spend money on medical 
care. 
, "In order for us to contin

ue to grow, and especially un
der difficult times like we're 
facing in the economy glob
ally today, we're going to 
need to be very efficient," he 
said. 

Buehler said many of Al
con's products should re
main popular because peo
ple put so much value on 

Kevin Buehler 
Current job: Senior vice presi
dent of global markets and 
chief marketing officer. 
Alcon career: Joined Alcon in 
1984 as a regional sales manag
er and held numerous posi
t.ions in the consumer-prod
ucts division. Also did stints in 
the managed-care and generic
drug groups, and in the in
ternational division. Named 
senior vice president in 2004. 
Previous experience: Sales 
positions with The Gillette Co. 
and a retail management post 
with Snyder Drug Stores. 
Education: B.S. from Carroll 
College in Wisconsin. 1993 
participant in the Harvard 
Program for Management 
Development. 
Personal details: Married, 
with a 21-year-old daughter 
and a 17-year-old son. 

their vision. Still, financially 
strapped consumers could 
opt to forgo surgery or cut 
back on prescription medi
cines. 

"Our products are of ave
ry high, acute, serious need," 
Buehler said. "That's not to 
say that we're not affected. 
People can make decisions to 
del.ay procedures." 

Buehler joined Alcon in 

1984 as a sales manager and 
has held an array of executive 
positions since then. Over 
that time, the company's an
nual sales have climbedfrom 
$400 million to about 
$6.5 billion. 

'"Iwenty-four years ago, 
we were a relatively small 
company," Buehler said. 
"You can only imagine the 
sort of changes that have 
gone on here at Alcon." 

Alcon, which was founded 
in Fort Worth in 1945, has 
15,000 employees in about 85 
countries, of whom about 
3,000 are on the south side. 

Buehler will become _pres
ident and chief executive 
April l, replacing the retiring 
Cary Rayment, 61, who has 
been the company's leader 
since October 2004. 

Alcon also is preparing for 
its anticipated acquisition by 
a new majority stakeholder. 

Swiss drugrnaker Novartis 
AG agreed in April to buy a 
25 percent share of Alcon 
from Nestle and can acquire 
Nestle's remaining 52 per
cent share by 2011. 

Alcon shares (ticker: ACL) 
closed down 71 cents at 
$91.22 in Friday trading. 

MARIAM. PEROTIN, 817-390-7339 
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Former Swissair Chief Executive Eric Honegger is congratulated Thursday by for
r;ner employees after the decision in Buelach, Switzerland. Prosecutors did not say 
whether they planned to appeal. KEYSTONE/STEFFEN scHMtDTVIA THE ASSOCIATED PREss 

Judges acquit top· execs 
in Swiss _airline's collapse 
By ONNA CORAY 4, { ~ /'{)./) _ _.....,,,....,,,.... ter leaving Swis-
The Associated Press V f 1,,(1"' sair. 
BUEIACH, Switzerland - Nine- Swissair was 
teen top executives and consultants abruptly ground-
were acquitted Thursday by a three- ed on Oct. 2, 2001, 
judge court in the collapse of Swit- after months of fi-
zerland's former national carrier, Fouse nancial problems 
Swissair. left it unable to pay 

Among the acquitted was Jae- for fuel and landing fees. Tens of 
qualyn Fouse, chief financial officer thousands of passengers were 
ofFortWorth-basedAlconlnc., who stranded worldwide. Thousands of 
served as chief financial officer of employees and many shareholders · 
Swissair Group from -July 2001 to lost their life savings. 
May 2002. The government was or- Prosecutors sought prison for 
dered to pay the defendants corn- . Mario Corti, the last chief executive 
pensation totaling more than of now-defunct parent SAirGroup, 
$2.5 million. and a range of suspended sentences 

The defendants in Switzerland's for 18 other airline executives, 
largest corporate fraud trial denied board members and consultants. In 

. charges that included damaging addition to the acquittal, the defen
creditors, mismanagement, mak- dants will receive compensation 
ing false statements and forging payments rangin~ from $16,000 to 
documents. Some have blamed the- $400,000 for Cort1. 
big Swiss banks and the 9-11 attack$ Former employees and others in 
for the airline's downfall. · : the courtroom were angered by the 

Fouse couldn't be reached for decision. · 
comment Thursday. She became Prosecutors said they had yet to 
CFO at Alcon, where she h_ad spent decide whether to appeal the ac
part of her earlier career, shortly af- · quittal before the 10-day deadline. 
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Legal quandary 
/1 u :,,.1.e/, 

lt. ( ·I/---

Eyebrows raised by Alcori deal with Novartis 
• Rob Robertson 
rrobertson@bizpress.net 

The recent purchase of the controlling stake of Fon Wonh
based eye care company Alcon Inc. by Swiss pharmaceutical 
giant Novartis AG didn't raise many eyebrows outside of 

Nonh Texas, but the fate of the minority shareholders is now gener
ating lots of attention. 

Novartis, which already owned 25 percent of Alcon, on Aug. 26 
purchased the remaining 52 percent owned 
by Alcon's parent company, Nestle SA, for 
$28.3 billion. The remaining 23 percent of 
Alcon shares is controlled by public share
holders. 

Novartis officials say they plan to pur
chase the remaining shares before merging 
with i\lcon, but several Alcon minority 
shareholders oppose the move, saying No
vartis is shon-changing them by as much as 
$40 per share, o r nearly $3 billion. Novartis 
paid Nestle just more than $180 per share 
in the Aug. 2 6 deal. 

Industry practice for the purchase of mi
nority shares in an acquisition typically in
volves paying the minority the same 
price-per-share that was paid for the major
ity's shares - oftentimes more. Paying less is 
almost unheard of. 

Other highlights from the report: 
• Margins improved for most banks. More than 70 percent of all 

instirutions reponed year-over-year increases in net interest income. 
though a large percentage of that may be attributable to changes in 
accounting rules. 

• Non interest income fell. More than half of all instirutions re
poned year-over-year reductions in quanerly non interest expense. 
partly due to new accounting rules but mainly due to drops in serv
icing income (fees) and fewer gains on loan sales and other assets. 

The Alcon deal is unique, however, be
cause despite being based in Fon Wonh, 
Alcon was incorporated in Switzerland, 
which puts it outside of most U.S. share
holder proteaion laws. The Swiss also have 
robust protection laws for minority share
holders, but Alcon fails to qualify for them 
because its shares aren't traded in Switzer
land - they're traded in New York. Thus, 
Alcon finds itself in a legal no man's land 
where most minority shareholder protec
tion laws don't apply, and that's what has 
gotten the attention of Wall Street. 

While Akon's physical headquartef'.5 may be in Fort Worth, the eye care giant is incorporated in Switzer
land, which has created questions about which count,y's investor prorection laws apply to its acquisi
tion by Swiss pharmaceutical giant Novartis AG. 

Still, the shareholders aren't completely 
unproteaed. The Independent Direaor 
Committee (JDC) of A!con's board of direc
tors must approve any offer made by No
vartis, and already has rejeaed Novartis' 
first proposal in lanuary 2010 . Beyond the 

We look forward to negotiating a deal that affords fair value 
to Aleen's minority shareholders ... However, we are ready 
to defend the rights of Alcon and its minority shareholders 

if Novartis refuses to negotiate a fair deal. 
- Thomas G. Plaskett, chairman of the Independent Director Committee (IDC) 

of Akon's board of directo~ 

lDC, any new offers must also be approved 
by the boards of both companies, an independent auditor, two
thirds of all shareholders and finally the Swiss Trade Registry. 

"We look forward to negotiating a deal that affords fair value to 
Alcon's minority shareholders,· said Thomas G. Plaskett, chairman 
of the !DC, in a statement. • An agreed transaction is in the best in
terests of all stakeholders and is dearly preferable to protraaed liti
gation ... However, we are ready to defend the rights of Alcon and 
its minority shareholders if Novartis refuses to negotiate a fair deal.• 

Novartis may not be particularly interested in playing nice be
cause it already paid h igher than market value for the shares it 
bought from Nestle. Industry insiders fear Novartis will use Alcon's 
in-between starus to recoup some of what they paid for the majority 
shares. 

As Novartis gets more serious about finishing the merger, it is 
likely that the minority will secure a better offer than the one re
jeaed in January. Whether or not the price will still be lower than 
that paid to Nestle - and whether shareholders accept it or continue 
holding out - remains to be seen. 

FDIC quarterly report: hodgepodge of good, not-so-good 
The Federal Deposit Insurance Corp. offered a mixed bag with its 

banking report for the second quaner Aug. 31 as U.S. banks posted 
their highest quanerly net income increase since 2007, while 45 in
stirutions failed and more than 50 were added to the agency's 
"problem" list. 

• Reductions in loan-loss provisions helped boost the industry's 
quanerly earnings to $21.6 b illion - a dramatic increase from the 
year-ago loss of$4.4 billion and the highest overall total in three 
years. Almost two out of three institutions (65.5 percent) reported 
higher year-over-year quarterly net income. 

• The propo rtion of institutions reporting quarterly net losses 
also was down from the year before but still historically high at 20 
percent, the FDIC said. More than 29 percent of banks reponed 
losses last year. 

~ . 

This is the seventh consecutive quaner that fee income has declined 
from the prior year. 

• Net charge-offs recorded the first year-over-year decline since 
fourth quarter 2006. This was despite a more than 100 percent in
crease in charge-offs of real esiate loans, reflecting funher deteriora
tion in commercial real estate ponfolios. Almost half of banks with 
more than $1 billion in assets reponed lower net charge-offs, while 
only 43.6 percent of community banks reponed year-over-year de
clines. 

• Noncurrent loans (loans more than-90 days past due) declined 
for the first time in more than four years. However, the bulk of that 
reduction happened at larger banks - noncurrent loans at banks 
with less than S 1 billion in assets ( community banks) aaually in
creased slightly. 

• Rising securities values helped grow equity capital. More than 
half of all institutions increased their leverage capital ratios during 
the quaner, while still more increased their total risk-based capital 
ratios. Banks paid $ 13 billion in dividends in the second quaner -
twice what they paid the year before. 

• Assets declined for the fifth time in the past six quarters. All 
major loan categories had reduced balances during the quarter, led 
by real estate C&D loans, which fell by $35 b illion. Banks contin
ued to reduce holdings of riskier assets, as the ratio of risk-weighted 
assets to total assets fell 10 its lowest level since 1995. 

• No new chaners were added during the quarter for the first 
time in almost four decades. More than 100 banks did not repon fi
nancial results in the second quaner, having either failed or been 
consolidated. The number of institutions on the FD!Cs •problem 
List• increased from 775 to 829 during the quaner. Total assets of 
"problem• institutions fell, from $431 billion to $403 billio n . 

To view the entire repo rt; go to the FDIC's website at 
www.fd ic.gov. • 

Send banking and finance news to rrobffl- .-,Oblzpres~net 







. ,~:aeuJar·:.-9,,ie~ion. . 
• Maclilar' degene"r;ahoti~'the lea(lmg caus& or blind'i;iess amonp 

.,. ' people-over !'>ii, r-"esvltcs ·Y,JM11 1Jgh,t·s,11.$1.t11J cells' • 
• • ,, of thEf',eye'.s milc.ul!! !J)alfuf)ct\o.n O'f sto~orkil19, ' • 

• .,, ·,~ ; ,;.:-k-, ~-· _..~.. -" .. .., . ~ --L. ~ · 

. Symptoms . 
a Blurry or futzy 
vision 
a Dark or empty 
area ln\center·of 
visual-field : 

.Retina: nr 
Layer of tlgnt· 
sensitive :cells; 
c.reates nerve 
impulses that 
travel along· 
optic: nerve 

J 1 ... •· ~, ' 
Papll: Widens. narrow~•t9 regulate · • 
amount of.'hqht ~te.ri\11} ~e " 

ia:bfotks 
narrows 

• S\raight lin!!S, such 
as prjnted type, 
telephone poles and 
sides of buildings, 
appear wavy 

tp brain nerv~ Lens: focuses light on retina 

TREATMENT OPTIONS l7 OJ:2004 
KNIGHT l!JDOER 

Here is a sampling of potential treatmer.its for age-related macular degeneration or AMO: 

M?B'l-tWW 
Description: 
The only 
approved drug 
for the disease, 
available to 
· patients with a 
certain form of 
wet AMO. Uses a 
light-activated 
compound, 
combined with a 
laser. 
Status: 
On the-market. 
Developer: 
Novart is 
Ophthalmics. 

,.,... ' 

MiliiMillW i'!'tadlmW. NRii'tiMI 
Description: Description: Description: 
Delivered every Injected into the •injected into the 
six months to eye monthly. , eye every six 
t he back of the status: In weeks to treat 
eye, using a clinical trials. all types of 
curved, blunt- Availability wet AMO. 
t ipped tube that date unknown. Status: If the · 
doesn't punc· · Developer: treatment wins. . 
ture t~e eyeball. Genentech. approval from 
Status: If the · the FDA, it 
tr~tment wins . would be avail· 
U.S. food and able by_ early 
Drug Adminis· 2005. 
tration approval, 
if could be 
available in 
mid-2005. 
Developer: 
Alcon. 

Developer:· 
Eyetech Phar
maceuticals in 
collaboration 
with Pfizer. 

14-WIMii M4MiHM 
Description: Description: 
Biodegradable Drug-and-light 
impla'nt that procedure. 
releases , status: Last · 
medicine into month got a 
the eye. request from 
Status: Cur- the FDA for 
rently in clinical another 
trials; expected cllnicartrjal. 
to b_ecom~ Developer: 
available in Miravant 
2007 or 2008. ·Medical 
Developer: ·, Technologies. 
Oculex Pharma- · 
ceuticals, which 
was acquired 
last year by 
Allergan. 
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CONTINUED FROM tF 

Test your vision Eight years after Russell's 
disease was diagnosed, a 
handful of drug companies -
including Fort Worth-basea 
eye-care giant Alcon - are 
trying to change that. 

Looking at black-and-white grid may 
detect early signs 

•••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••••••• 

• Use with a reading light, at reading 
distance, with reading gla~ses 

Their researchers are rac
ing to produce new therapies 
that would treat the most 
severe form of macular 
degeneration. Although none 
would cure the disease or 
restore vision, medicines 
could be introduced as soon 
as next year that aim to stem 
its progress. 

• Cover one eye, look at center dot 
ii Note any irregularities In lines, such 
as wavy, gray or fuzzy appearance 
• Rotate 90 degrees, repeat test with 
other eye 
• Contact an ophthalmologist if you 
note any Irregularities · 

If they succeed, the treat
ments would open an enor- . 
_mous untapped market -
estimated at upwards of $1 
billion annually - for oph
thalmic companies. And they 
would create new hope for 
patients who now must resign 
themselves to the gradual 
onset of blindness. 

There are no remedies for 
the far more common, but 
less. severe, dry form of AMD. 

"There's a huge met . 
medical need," said Dawn 
Kalmar, a spokeswoman for · 
biotechnology firm Genen
tech, which is developing one 
of the drugs. "It just so hap
pens that all of these tteat-

. ments are converging at the Drugs await approval 
same time. And it'll take some New York-b~ed.Eyetech 
time to ·see which one is Pharmaceuticals and Pfizer 
going to be most beneficial." are expected to push the frrst 

For Alcon, Retaane is new drug out of the develop-
exp·ected to become a signifi- · ment pipeline early next year. 
cant growth driver, although · Their treatment, called 
the company has numerous Macugen, would be injected 
products in its pipeline. into a patient's. eye about 

Only two treatments _ -nine times a year if it wins 
laser therapy and a drug-and- approval from the Food and 
light combination _ exist for Drug Administration. 
age-related macular degener- Alcon hoped to be next to 
ation, or AMD. They target' market in 2005, with Retaane 
the wet form of the disease - a drug that's placed on the 
that causes the most vision back of the eye every six 
loss, but their effectiveness is months without actually 
limited and available only to puncturing the eyeball. But 
certain patients. last week, the company 

revealed disappointip.g 

results from a clinical trial 
that could affect the FDA'.s 
willingness to approve 
Retaane quickly. 

Doug MacHatton, Alcon's 
vice president of investor 
relations, said the company 
hopes the drug's cumulative 
results, especially regarding 
its safety, will appeal to regu
lators. 

"This drug has proved to 
be very safe, a very patient
friendly application - in · 
terms of frequency, especial
ly," he said. 

Chip Goehring, president 
of the American Maci.tlar 
Degeneration Foundation, 
said those are encouraging 
steps. 

"If these new drugs are 
approved and genuinely do 
what they're talking about, it 

• Amsler grid 
test pattern 

•••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••• ,.}!! •• ....... ,.:,. .. 
····•~"---•• • ••••••••• • ••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••••••• •••••••••• 

Grid as It 
may appear 
to someone 
with early 
macular · 
degeneration 

Stargardt's disease 
Inherited; starts between 
ages 7 and 12; ,,:;("' • 
no known /4 

I 

KNIGHT RIDDER 

will be great news," Goehring 
said. "Ultimately, of course, 
we'd love to find out how to 
stop it from happening to 
begin with." 

Mary Schimmoller, pro
gram director at the Fort 

. Worth office of Prevent 
Blindness America, said AMD 
sufferers routinely pepper.her 
with questions about poten
tial treatments. But with so 
few remedies to offer, she 
usually turns their' attention 
instead to learning about 

· visual aids, such as large-print 
books, magnifying glasses, 
large-screen computers and 
special lamps. 

"It's a really devastating 
disease, because it-strikes 
latedn life," she said. "It's dif
ficult to adjust. They can't 
drive anymore most of the 

time after they-have it. O(ten, 
they can't read anymore or 
sew or do.the things they'd 
looked forward to in retire
ment." 

For Russell, who·is legally 
blind with the wet form of 

. AMD, the disease has steadily 
forced her fo change everyday 
routines. 

She is still able to partici
pate in'. line dances with 
friends, attep.d· theater· perfor
mances, send e-mails and lis
ten to audio books. But dri
ving became too. dangerous 
years ago, and even pouring · 
liquid out of a bottle now is 
an arduoµs chore. 

"Loss of independeµce is 
such a big thing," Russell said. 
"To be here with my house 
and my cat, and not be able to 
go out to the store when I 
want to, it's tough." · 

Other treatments 
Goehring said AMD 

patients have long been frus
trated by modern medicine's 
inability to help ~em. _But as 
the huge generation of baby 
boomers ages and the disease 
becomes more prevalent even 
among younger patients, it 
has drawn more interest from 
researchers. 

"Things that kill us get 
more attention than things 
that just make our life miser· 
able," Goehring said. "For so. 
long, it was looked at as a 

normal function of growing 
old." 

For now, the only medicine.-
approved for wet AMD · ·• 
remains Visudyne - a drug , 
from Switzerland-based .. , 
Novartis Ophthalmics that 
combines a light-activated 
compound with a laser. 

The data released last 
week by Alcon compared its 
drug with Visudyne and 
found that Retaane didn't per- '; 
form as well as Novartis' ther-,. -. 
apy. ., 

Still, as new treatments 
become available, they'll 
threaten Visudyne's market 
dominance. 

Dr. Flemming Ornskov, 
president of Novartis Oph
thalmics, said the company is 
ready for the competition. -

It's studying additional _, 
uses for Visudyne, and Novar-· ~ 
tis will gain another foothold 
with the right to m;rrket 
Genentech's Lucentis outside .. 
North America. 

"When there is additional 
treatment on the market, it 
provides - both for the 
physician and for the patient 
- a choice.-! think that's real- .. ::, 
ly important," Ornskov ·said. ~-: 
"There's no single treatment 
that has proven to cure AMD, ; ·· 
neither Visudyne or any of 
those new products." 

Mctria M. Perotin. (817)685-3808 
mperotin@star·telegram.com 
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They in.dude liquid-
cooled garments developed 

j to ·pro"tect Apollo astronauts . 
I on the moon from the high 
j temperatures of the unfil-

. : tered.sun. The garments have . 
; ·. since been worn.by tace car 

• .. , • drivers, firefighters who han
dle-hazardous materials-, and 
employees at nuclear reac-. . 
tors . 

jFoundation honors · 
.. Alcon for cornea work 

.•f Before doctors used 
·J Alcon Labs' LADARVisfon 
, 4000 system to improve 

-1 patients'·eyesight, astronauts 
: relied on the technology to 
· dock spacecraft in outer 
space. Similar technology, 

. anyway. . . 
: ·. . "That's why the Space 
· ·Foundation has inducted 
Fort Worth-based Alcon's 

. equipment into its Hall of · 
Fame, which recognizes 
commercial applications of ' 
space technology. 

The equipment joins 
almost 50 other products that 
have be.en-selected since · 
1988. 

.. Biack and-D~cker m1'de 
the list, too, for-its role in 
devisip,g a power driU:tapa
ble of digging into the 
moo_n:.S $Oil. The _i::ompany 
later built. on the technology_ 
to create its lines of cordless 
tools:· .. 
• Alcon's LADARVision sys

. tern, which is used in LASIK 
procedures, employs a la.ser · · 
and eye-tracking device to 
reshape the·corrtea. The 
technology was develop~d to . 
·help NASA: spacecraft dock · 
with satellites during service 

calls~~~-{) tfo¢L1 · · 
. Got a tip? CONTACT: 

· Jini Fuquay, (817) 390~7552 . 
. · ifuquay@star-telegram.i!om 

Barry Shlachter, (817) 390-7718 
bshla~hter@star-tele8"CJ!ll·Com 

,Mana M. Pero tin, · (817) 685-3808 
mperotin@~tar-telegram.co1n\ 
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EYE CARE . \ f'{'o:ii,o t) i . 
\ . 

· +Medicare changelikely to help AlcOll · 
• A Fort Worth maker of · 
eye~care products stands to 
gain from a change. to 
Medicare's rules for cm,er- . · 
ing c_ataract patients' treat

·AcrySof line, which . won . "If yqu wanted· tlie extra 
approval from the U.S. Food thing, you couldn'tpayfor it," · 
and Drug Administration in Medica:i;.e spokesman Don · 
Mqrch,_ uses techriology that McLeod said. "You couldn't · 
aims to eliiniil.at~ a patient's . even paytlie difference".'' 

. need for gla,sses after cataract . · · Patient~· who .opt fo.r the ment. 
· -surgery. . . · new .lens would have to pay 

ByMARIAM.-PERQTIN · · '~We :;ipplaud-CMS' for its about$745 tp, ¢over the addi-
s_TAR-TELEGRAMSTAFFWRITER , de~ision to allow Medicare . ti~nal expens·e, sai_d poug 
The federal Medicare pro- patients access to new tech- MacHatton, Alcon's vice pres

gram agreed Tuesday-to coy~r· nologie:,, which.provide a high ident of investor relations. 
part .of the cost of specialized level of spectacle freedom, · Alcon, which ·began ship-

. lenses that· could eliminate like the recently· approved ping the ri.ew lens to U.S. sur~ 
cataract patients' need for . AcrySofReSTORIOL/' Alcon geons this:·month, could see 
glasses after surgery- giving Chief Executive Cary Ray- big gains from the _new rule _· 
.a boost to Fort Worth~based ment said in a written state- because the bulk of cataract 
Alton's latest-generation lens. ment, "Physicians and patients ·patients are Me!dicare benefi-· 

The dec_ision means that now have the · freedom to ciaries, MacHatton said. 
Medkare beneficiaries can . ,sele.ct technology to treat · · "We had proje_cted $35 to 
now choose the more expen~ . cataracts consistent 'with the . , $45 million in sales in total 
sive lens, as long as they ,pay patient's lifestyle needs,'.' globally from this lens, assum-

. the extra cost themselves. . -. Previously, the government· ing that we would only be tar-
I(s a welcome change for · paidniost of the price of treat- geting the non~Medicai:e pop~_ 

Alcon; which introquced its ment, including surgery; inser- ulati_on,''. he ·said; "We were 
new lens last -month and is tion of a tradi~onal intra()cu- only targeting 10 to 20 percent· 
hoping to build a sizable mar- lar lens, an<;l. one pair of eye- • of the cataract market." · , 
ket for it. · glasses or contact lenses for Alcon's globai sales of . 

In the wake of the Centers those with cataracts. But doc- intraoculadenses topped $580 . 
for Medicare & Medicaid Ser- tors weren't.allowed to,exceed . million in-2004; with-its fami- -~ 
vic~_s' annotu),<,:en+ent, the eye- Medicare's' established price · · ~Y o(AcrySof l~nses ranking as 
care company's stock (ticker: for the procedure, or to ask , the inosHrequeri.tly implant-· · ; 
ACl) jumped $4.13 to close at patients to make up the differ- ed in the world. 
$99.70 Tuesday. . ence for the no-glasses-later 

The newes~ lens in Alcon's. lens. 
Maria M. Perotin, (817)685-3808 

mperotin@star-telegram.com 
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EYE•CARE COMPANY 

Medicare decision 
could boost Alcon 

. ----
;)_ tf· ,j PrAJl..{1) ( 

By MARIAM, PEROTIN 
STAR-TELEGRAM STAFF WRITER 

Medicare beneficiaries 
who suffer from cataracts 
and astigmatism now have 
another treatment option. 

The • federal program 
agreed this Week to cover 
part of the cost of specialized 
lenses that treat patients for 
cataracts as well as astigma
tism - a common condition 

. in which the eye's normally 
curved cornea is shaped 
more like an oval. 

The decision represents a 
potential boost to Fort 
Worth-based Alcon, whose 
AcrySof Torie intraocular 
lens is designed to replace 
cataract patients' clouded 
natural lens and to reduce or 
eliminate astigmatism. 

The eye-care company 
expects its implantable lens 
to be included in a coming 
list from the Centers for 
Medicare & Medicaid Ser
vices, which will specify 
which products are covered 
by this week's decision. 

"We are very pleased that 
CMS issued this ruling and 

look forward to providing 
the benefits of this technolo
gy to Medicare beneficia
ries," Bill Barton, Alcon's 
area president for U.S. and 
global marketing, said in a 
written statement. 

Under the old rules, the 
government paid most of the 
price of cataract treatment 
- including surgery, inser
tion of a traditional intraoc
ular lens, and one pair of eye
glasses or contact lenses. 
Doctors weren't allowed to 
exceed Medicare's set price 
for the procedure or to ask 
patients to make up the dif
ference. 

In May 2005, the agency 
broadened its rules to allow 
patients to pay for a type of 
lens designed to eliminate 
·cataract sufferers' need for 
glasses after surgery. That 
enabled doctors to offer an
other lens from Alcon's 
AcrySof line to Medicare re
cipients. This week's deci
sion should have a similar ef
fect on its Torie lens. 

Maria M, Perotin, 817-390-7339 
mperotin@star-telegram.com 
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No changes in view for 
Alcon, future owner says 

The head of Nov,nt11, :- s,vis~ 
ph1'rmaccuticnl c.omp:my with pl;,ns 
tc• buy a m 11jority stalcc in II.Icon, vic;it~ 
the cye-<:m c firn1 for the fir-.t timr. 

~J ~~.~o.~t ,~t,~-~.'\ .. ,, 10 D~~ 
HlHT\\'rJll fH . ,, ,, ,n. JI!,, .. ,. 111•111"' ' 
its 1\, 111\t' 11 11 its ('IJl, IIJ1tl1\C ! 1 11' I ,, Ul<I 

lJ', ' , t •1u 11n111itr t i, i( t11nv, .. : to 1H \\ .-,; ,. 

rr· lup 
\ J;in 11'\ \ .,~dl,1, l i','\lflt,~l' '""l ,.i1wl 

c•'<f'I unvc of "{o\ ,n!is ,, ! , 1a, ~'"' 
b ,srd <11 111;, 'H" l''"" th:•t n, 1 ,,. Jw> 
n•~, 1,1 b11ymr:" m.1101 1• ~- •,r.>L· 11J , 111 ' 
Wo'1h-n.,s .. rl ,\Jron. -:.id •h<' cmop~<l' 
1, 111 n,ntinnc i1 • Jn ·11 ,111'1"' " ,11•,lr·1 11:t 

"c.l tW·' btiJlft('T 

"n,~, Wllllld , ,,. Cl 1 \' . . \ lM•lL, •• ud 
hn•nr, 1 1·is1t 111 \lu1:,'s h 1'111 11n •~ 
r: •.a~d, ''. ikc>? h,,. :•, .t1t .. \i1 ,1, 

--

111 rc:ihk wpulallon 11, the fic:lri ' 
ln .\pnl. Nn~a!l1\, Sw1t1P.1 l,md\ ~c< · 

u11J laigt•~t t.1 111g , onipauy, tio1111hr a 
;,•, p e1ct>nt ,rnl,.e m l\lron from food gi,mt 
N<·~1k S,\ tht> fn st ,to,p of a ll<1ma, nun 
that could give thr r1 ,mpaaY rhe mn101 
it, st11k 1? hy Jnly l lli 1 Nov,1rt1s l ,tn brgm 
,•.\Pt,·,~mg 1b 0ptton m J,11ma1y '.lO tO 111 
I nY Nest!.- ~ rC'm,1111mg 5:! pn t.t nt ~takC' 
( I tlw (')l' ·( 1 11• C'•lltl[lJny 

\ ·1•1•1l;1 1< on h1hmf's~ t11p to thP M.i.yo 
.hnlr 10 R.0rl11•ster. Mmu., hut ~rhf'd 

uh•<l a d,tY to \·1sit fort Wo1 th 
! l11,, 1~ the tint 11me he , vi~1tt>d thl· 

, omp.tn} ·, lwadqn.1m~1- Ile met with 
~••u:or m:m,1~ms. atP htnrh w11h a group 
,1r1md!Pv,:I rnan,ire1s. ~nd tomt·d thL re
.,1':n<'h m ct ,levdopment de partmt•n t, a~ 
t "ny t(1 h('ftin mt,oi.Jurmg Nova1 t1, 

l [(' ,,1,d he 1, m1p1 es~f'd "1th wh,it ht• 
, ,:, ,, .tt :\kun 

About Alcon 
• rhc eye c,1rf' comr,any m,1kcs consurie• 
products. pharmaceut,c:ils and surgical 
cqnpment 
• It h,IS about 3,SOO employee~ in Fort 
Won:h dnd about 14,500 worldwide 
• Sales ,n 2007 wen: °$" 6 01lho11 

· Can ,011 mnv.mr.. Wf' buv d , takt' in 
n cnmuany, .'r, p, n l:'' t 1n<l lhPn 111 

tlif' ~C'tnnd ,lrp a ) \"h! ]Olll}~ .11\d I llt'Vl:'I 
sav. llr \ 'd\dl.i , ,ud ·'[t, ,1 lwnunfnl 
~ampu;., Rut wh.it comes most 1~ tht· 
pPoplc n ot th r 1<',11 ;•5ta te f trud to hr 
lirvc thut 1he w ,t} tlnng, me kPp! do 1e
f!Pct on how ~h<' companv 1, bemg run, 
an<I th1~ pldl'f' 1~ bt,mg hp! man 11npcr• 
rable way• 

I[,:, s.tid on e ~emu, m.mage1 a~k<'J 
~urn wheth t>1 No\,1111\ will have enough 

More on ALCON on SC 
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Alcon: Con11nH n1ents are 
i1ot L~x:pcc.ted to change 
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IN MY OPINION 

Novartis deal on Alcon stock 
shortchanges shareholders 

l~J",q/t) u)/ 
It plans to pay shareholders 
15% less than. Nestle's price. 

Minority rights are a hallmark of 
free markets as well as free soci
eties. So when a company tram
ples on that principle, look out. 

And if the offender happens 
to be your new boss, brace for MITCHELL SCHNlJRMAN 
culture shock. schnurman@star-telegrarncom 

St 

Last week, the Swiss drug
maker Novartis said it was buy
ing control of Alcon, the Fort 
Worth company renowned for 

its eye-care products and 
friendly workplace. The deal 
was expected, because Novartis 

www.star-telegram.com 

don't give us control," Vasella 
said last week. "That explains 
the difference." 

More on SCHNURMAN on 2C .<ers ·-----,<-~-;o~ - - -
CONTINUED FROM ,c \') .J ees, either. They're minority 
bought a big chunk of Alcon shareholders in their own 
from Nestle in April 2008, with right, with stock options and 
an option to buy the rest this shares in retirement accounts, 
year. so they have a vested interest 

Novartis said it also plans to in getting the market price. 
acquire Alcon's outstanding More important, they're the 
stock, the 23 percent not most valuable asset at Alcon 
owned by Nestle and traded - at least that's what they've 
on the New York Stock Ex- beer. told for years. When Al
change. The shocker was that con was an independent com
Novartis wants to pay 15 per- panyandafterNestleboughtit 
cent less for those minority in 1978, management created 
shares, and pay with Novartis a corporate culture that fos
stock only. tered loyalty and attracted sci-

It's not a take-it-or-leave-it entists to its campus south of 
offer, either. Novartis plans to downtown Fort Worth. 
force the sale - what it calls a Alcon pays well, nurtures 
merger - and says it doesn't talent and offers a retirement 
need approval from other Al- plan that effectively matches 
con shareholders, indepen- 12 percent of workers' pay if 
dent directors or the stock ex- they contribute at least 5 per
change. cent. The average sales rep 

In a conference call last makes $100,000, and volun
week, analysts repeatedly tary turnover is 3 percent. 
asked how that could happen. Alcon has 3,287 employees 
Alcon and the NYSE have rules in Fort Worth and has been 
toprotectminoritysharehold- manufacturing eye medicine 
ers from this exact situation. here for five decades. For 11 

Novartis' position: After it years in a row, Alcon been 
bags the Nestle shares, it will named one of the nation's best 
have a 77 percent sta)<e, and places to work by Fortune 
that translates into over- magazine. 
whelming control. Under It's unimaginable that pre
Swiss law, the company said, vious Alcon leaders would tell 
adding the minority shares is a ·employees that they were get
merger, not a tender offer, and ting less for their company 
Novartis can vote to proceed. shares, whateve1therationale. 

After "we close the deal," (More on Novartis' fuzzy math· 
General Counsel Thomas in a moment.) 
Werlen said, "then obviously The 'two-tiered treatment 
we are in charge and then it's a also fuels natural anxieties 
different game." about management changes. 

This may be how the Swiss In any takeover, employees 
play hardball, but it's a bad fear job cuts and other "syner
idea. Three lawsuits have al- gies," because they're part of 
reaay been filed, and an Alcon the game. · 
committee of independent di- Nestle was a food company. 
rectors has. hired a law firm so it generally left Alcon alone. 
and financial firm to evaluate Novartis specializes in drugs 
options. and healthcare, ·and it plans to 

It's not exactly a friendly in- cut $300 million in annual 
troduction to Alcon employ- costs by combining some Al-

' 

con operations with the moth- If it were that simple, why 
er ship. not operate all takeovers that 

In a presentation, Novartis way'? Following that logic, ac
outl.ined the savings: $135 mil- quirers could buy 51 percent 
lion in general administration; . of a company and cram down 
$125 million in marketing ~d their version of "a fair price" to 
sales; $30 million in manufac- , everyone else. . 
turing; $10 million in research Lawsuits are standard in al-
and development. most all buyouts, • because of 

It also said that job cuts will disagreements over what's fair. 
be "implemented in a socially Robert Schachter, a lawyer at 
responsible manner." Zwerling, Schachter and Zwer-

The good news is thatA!con ling in New York, says that 
will head a division and add buyers have to demonstrate 
some elements from Novartis, how they reached a fair price if 
rather than being absorbed all shareholders don't accept 
elsewhere in the company. In· the offer. 
an interview last week, a No- Novartis' method: It took 
vartis executive said the new A!con's stock price in 2008, be
owners would be good for Al- fore it bid for the company. 
con in Fort Worth, because and added a 12 percent premi- . 
Novartis is focused on growth, um. That comes to $153 a 

(Let's hope that's more share, or 2.8 shares of Novartis 
credible than his claims about stock at the end of 2009. Alcon 
the buyout being a fair price.) stock (ticker: ACL) closed at 

Novartis has an appetite for $153.46 Tuesday. down $1.59. 
acquisitions, and its revenue What about the market 
grew 66 petcenp n five years, price? A!con's st_ock slumped. 
topping'$4l billion in 2008. In as the financial markets era-· 
a recent New York Times arti- tered and then recovered, and 
cle, CEO Daniel Vasella was trading at more than $164 
crowed about the efforts to before the deal was an
build a giant corporate cam- ·nounced.WbatabouttheNes
pus in Switzerland. "I made tie price? It's getting $180 a 
-them move the border cross- share in cash, what was set in 
ing," he said, pointing to 2008. And since when are 
France, adding that he put 100 shareholders not supposed to 
million Swiss francs on the ta- get a bigger bump after a bid- · 
ble to make it happen. der emerges? 

If he can sell that extrava- The same week of the an- · 
gance in the name of architec- nouncement, Novartis' stock 
tnre, maybe he figured he price fell, and Alcon's minority· 
could sell Alcon shareholders shareholders were slated to 
on taking a discount. Novartis get the equivalent of $147 a 
paid a premium to Nestle, he share. According to one law
said,. because those shares suit, that's $2.3 billion less· 
gave it a majorify stake. The than the Nestle price. 
premium was set in April 2008, That's not a takeover, that's 
when Novartis bought 25 per- a takedown. 
cent and got an option to buy 
the rest for $180 a share, be- MITCHELL SCHNURMAN'S COLUMN 

ginning in 2010. APPEARS SUNDAYS AND 

"Minority shareholders WEDNESDAYS. 817-390-7821 
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Novartis may not buy Nestle's Alcon stake 
~ Novartis AG, which has an option to buy Nestle AS' stake 

,,S) in Fort Worth-based eye-care company Alcon Inc. for 
$28.2 b111io.n, may seE;k to renegotiate the dea.l, said . · f James Douglas, an analyst at Uberum Capital Ltd. Novar- · 

(<____..;:, tis can buy the 52 percent stake between Janu.ary 2010 
_) and July 2011 for-$181 a share. But Chief Executive Dan-
(K iel Vasella said in an Interview last week that the company 

may pass up the opportunity. Alcon shares have slumped 
since Novartis struck the deal in April 2008, closing Mon-
clay at $111 .39. - Bloomberg News -··- . --,-·-:--.~-.... . . 
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SWISS DRUGMAKER 
i 

··;Novartis 
;plans to 
ibuy rest 
!of Alco:g_A,>""~ 
~ he acquisition and merger represent 
'la $38.5 billion transaction. 
I 

From staff and wke reports 
1Bidding to become a leading player in the 
)global market for eye-care products, the 
'Swiss drugmaker Novartis AG said Mon
iday that it plans to buy the part of Fort 
]Worth's Alcon Inc. that it doesn't already 
i own for $38.5 billion. 

··; The acquisition and merger would 
1 combine companies with complementa-
1ry eye-care businesses, Novartis said. 
' Alcon is a worldwide leader in artifi
jcial lens implants; medicines for eye dis-
1eases, infections and allergies; and con
(tact Jens care products. Novartis' CIBA 
Vision is a leading contact lens maker, 
]and the company sells various other 
medications that treat eye diseases "not 
-addressed by Alcon's portfolio," Novartis 
~aid. 

Moro on ALCON on 4C 
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Novartis purchases 25% stake in Alcon 
Novartis agrees to buy 
77 percent of the world's 
biggest eye-care company. 

By ANGELA CULLEN 
Bloomberg News 

Novartis AG took a 25 percent 
stake in Alcon in the first step 
of a transaction aimed at giv
ing Switzerland's second
largest drugmaker majority 
ownership in the Fort Worth
based eye-care company. 

Novartis bought the stake 
Monday from Nestle SA, the 
world's largest food company, 
for about $10.4 billion in 
cash, $200 million less than 

the figure stated in · April 
when the companies first an
nounced the transaction, No
vartis said in a statement 
Tuesday. The lower amount 
reflects a dividend paid to 
Nestle in May for shares of Al
con, the drugrnaker said. . 

The maker of the Diovan 
heart pill agreed to buy 77 
percent of the world's. biggest 
eye-care . company, gaining 
contact lenses and treat
ments for glaucoma. Novartis 
has rights to acquire and Nes
tle has an option to sell the re
maining 52 percent stake be-. 
tween January 2010 and July 

2011 forno morethan$28 bil
lion . 

The acquisition is aimed at 
reducing Novartis' reliance 
on pharmaceuticals as new 
drugs face delays and as sales 
of the hypertension pill Lotrel 
and the Larnisil anti-fungal 
medication are hurt by 
cheaper versions. 

Nestle said in a separate 
statement that it sold 74 mil
lion Alcon shares at 
$143.1783 a share. The pro
ceeds of the transaction will 
be used to reduce debt as 
Nestle continues its . share 
buyback. 
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Alf:on has over 15,500 employees in 75 countries, including more than 2,500 workers at its south Fort Worth campus. 
Star-Telegram· archives 

Novartis' sweetened offer 
:'. clears way for Alcon sale 

. \\Q ~0 

~el~i~~;i~~rs~ha;~~~~eM ~ ~~ .,_ 
1 

_ J· •~·, . 

price Nestle received. 7'i' - +--~ . - · - • 1 , 
. ; · -- ~""'-, . ,' • .,... r-:r•r ~ ~"'4" 

The Associated Press ·· -.. '-~"'f ~ " 7
- • - 1-"'.:1'."'" • - · 

GENEVA - Novartis AG . : - - ~ .. _· ~~"'1 - -,U:J" FY"r" ~ 1 

said Wednesday that it had · 
sweetened its offer and 
reached a deal with mi
nority shareholders of Al -
con to complete its $51 bil
lion takeover of the Fort 
Worth eye-care company, 
the largest such deal in Fort Worth-based Alcon marked its 50th anniversary last year. 
Swiss corporate history. Star-Telegram archives 

Novartis said the cost 
of acquiring the remaining 
23 percent stake in Alcon 
will be $12.9 billion - over 
$1 billion more than it had 
originally offered. 

Analysts at Zuercher make the best use of Al
Kantonalbank said the . con's broad portfolio of 
deal dispelled any uncer- eye-care medicines, con
tainty the market might tact lens solutions and 
feel toward Novartis and ophthalmic surgical prod
would help the company ucts. 

· Basel, Switzerland -
based Novartis will pay 
Alcon minority share -
holders the equivalent of 
$168 per share, an increase 
of 9 percent from its first 
offer of $154 per share. 
The payment will include 
2.8 Novartis shares plus 
the difference in cash. If 
the 2.8 Novartis shares are 
worth more than $168, the 
company will reduce the 
number of shares it trans
fers. 

Alcon minority share
holders, led by indepen -
dent directors and includ -
ing the company's work 
force, had rejected Novar
More on ALCON, 3C 
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c;.ortinued from lC 
~ -~··. \'-" . 

tfsz. previous offers and threat
fuled legal action, saying they 
tv.'ottld have been paid less per 
~hare than the eye-care compa
ny's main shareholder, Nestle 
SA. 

The sweetened offer of $168 
p~r share is equivalent to the 
average price Novartis paid Nes
~¥ for its 77 percent stake, which 
~t~arlier acquired in two stages 
~tarting in 2008. 
j Novartis said the combina -
;li_oP of Alcon and its own eye
icare division would produce an -
P.dal cost savings of $300 rnil
µon. 
. l; ~-"With this step Novartis takes 
~ - ownership, becoming the 
,9-pal lea_der in eye care, a rap-
.. ~.,, 
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drugs, medical devices and con
sumer products such as Tylenol. 

Alcon celebrated its 50th an -
niversary of manufacturing eye
care products last year. Founded 
in Fort Worth by pharmacists 

- Robert Alexander and William 
Conner, it first went public in the 
early 1970s before being acquired 
by Nestle in 1978. In 2002, Alcon 
became a public company again 
when Nestle sold 25 percent of its 
shares to the public. 

Alcon recorded annual sales 
. of $6.5 billion and a net profit of 

Alcon makes contact lens solution and other products for eye care. . $i billion last year It has over 

idly expanding, innovative plat
form based on the growing needs 
of an aging population;' Novartis 
Chairman Daniel Vasella said in a 
statement. 

The new eye-care division, 
which will be led by Alcon CEO 
Kevin Buehler, will incorporate 
Novartis' CIBA Vision and range 

Star-Telegram arthoves • 
15,500 employees in 75 coun-

of ophthalmic medicines. No
vartis expects the merger to be 
completed April 1. 

Noyartis CEO Joseph Jimenez 
is looking to Alcon to help the 
Swiss company diversify away 
from pharmaceuticals, a model 
also pursued by Johnson & John
son, which sells prescription 

tries, including more than 2,500 
workers at its south Fort Worth 
campus, according to the com
pany's website. A company 
spokesman could not be reached 
for coID.IDent Wednesday. 
This report includes material 
from Bloomberg News and 
the Star-Telegram archives. 

-- ----- - ---
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Schnurman: 3 firms found success 
CONTINUED FROM IF 
of the guard here, just giving 
props to the best of the best. 

Horton has posted rising 
sales and ·profits in every . 
quarter since it was founded, 
and it continues to set - and 
hit - audacious goals. By 
2!)10, it expects to sell 100,000 
homes, a number that seemed 
absurd a few years ago, if not . 
for Horton's history of con
founding the experts. 
• Alcon is a maker of eye

·care products, including 
drugs, lenses, surgical equip
ment and contact-lens solu
tion. With 70 units .operating 
abroad, it's benefiting im
mensely from investments in 
Asia and deteloping coun
tries, and net income has been 
growing close to 50 percent 
annually. The sales growth 
rate in emerging markets was 
2.5 times greater than in the 
United States, Western Eu
rope ana Japan. 

Alcon plans to spend $500 
million a year on research and 
development in the next five 

Fort Worth worldbeat~rs 
The stock prices of D.R. Horton, XTO Energy and Alcon have 
increased close to 300 percent in the past three years, including 
dividends. Their total returns to shareholders are roughly six times 
higher than. the Standard & Poor's 500 during the same period. 
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XTO's focus is on produc
ing natural gas in America. It 
doesn't ·venture off-shore or 
to Kazakhstan. And it doesn't 
get seduced by the idea of 
vertical integration; XTO 
won't get into refining .or 
selling candy bars in conve
nience stores. 

Horton's focus? It's growth 
and fanatical cost controls. 
The goal ofbuildine 100.000 

STAR·TELEGRAM 

homes by 2010 is a company 
mantra that's shared with 
analysts and the news media, 
presumably because the com
pany relishes the challenge 
and wants all to understand it. 

Horton is also impressive, 
because it's been open to 
change. The company ac
quired 17 builders from 1994 
to 2002, and adopted many of 
their best nrnC'.tiC'.P.S. F.1rnmnlP: . 

town homes, accounting for i6 
percent of sales. That's a ma
jor shift for a company built 
on Texas starter homes. 

XTO banks on its technical 
expertise. It doesn't spend' 
111oney hunting for gas; in
stead, it acquires known prop
erties and then uses technolo
gy to pull more gas from 
them. And it buys a bunch of 
assets from Big Oil, which 
opts to pursue larger fields in 
other parts of the world. 

XTO puts top-notch talent 
to work in places like Tyler, 
Midland and Farmington, 
N.M., and produces mind
boggling returns: Since 1993, 
the company says reserves 
per share are up more than 
tenfold, and annual gas pro
ductions are up more than 15 
times. 

It's now the second7largest 
player in the Barnett Shale, 
which keeps even more of 
that money in local hands. 

Alcon is truly a global com
pany, with half its sales out
side the United States. A key 
strategy is to have people on 
the ground where doctors are 
practicing ophthalmology -
Alrnn'~ nwn r,pnnlP nnt -in-

product, such as a break
through lens for cataract pa
tients, it rolls through the 
international network, lever
aging that long-term invest
ment and helping Alcon grow 
profit-faster than sales. 

In the third quarter, Al
con's profit rose 52 .percent on 
a 12 percent rise in sales. 

Their local profiles are 
growing, too: D.R. Horton, 
based in Arlington for years, 
now has its name on one of 
Fort Worth's ~allest skyscrap
ers. XTO is essentially creat
ing an office campus in the 
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center of downtown, remain
ing true to the buildings' orig
inal designs. And Alcon, long 
a quiet giant on the outskirts 
of the city, has become mor_e 
outspoken since going public 
in 2002. 

In Barron's, an analyst said 
XTO is one of the best compa
nies that no one has ever 
heard of. For a long time, you 
could say the same about 
Alcon and D.R. Horton. 

Not anymore. 

Mitchell Schnurman's column appears on 
Sunday and Wednesday. (817) 390-7821 

schnurman@star•telegm.m..com 
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rucon plans to spend $500 
million a year on research and 
development in the next five 
years, much of it at its south 
Fort Worth campus. 

Horton's focus? It's growth 
and fanatical cost controls. 
The goal of building 100,000 

XTO, started as Cross Tim
bers in 1986, has been on a 
tear since it went public in 
1993. It buys natural-gas prop
_ erties and finds.ways to m~e 
them more ,pi;oductive. It 
made huge bets on gas fields 
when prices were lower and 
has been reaping the rewards. 
incluqing an annual com
_pounded gr_owth rate of more 
than 30 percent. · 

This year, Fo~bes. raI)ked 
XTO as one of the country's 
¥ best-managed companies, 
culled from 1,000 publicly 
traded companies with at 
least $1 billion in revenue .. 
Bai;ron's put co-founder Bob 
Simpson' on its dover as one of 
the world's 30 Iilost-respected . 
CEOs, calling him the Warren 
Buffett of oil and gas. 

• XTO.is also rebuilding a · 
big chunk of downtown Fort 
Worth, renovating three 
buildings and planning to rip 
down a-decaying skyscraper 
that's b~en besmircliing the 
skyline for years. 

As for the bottom line, Wall 
StreetJoves these gtiys. In 'the 
past tliiee years, Alcon, Hor
ton and XTO have added 
$52.9 billion to their com-
· bined market value; with Al-. 
con leading the way. 

You read that right: 
They've created nearly $53 
oillion in new value, which 
means their stock prices as a 
group hav_e tripled since 2002. 

Compare.that with Ameri
can, Lockheed and.Ra.dioSjJ.
ack. They're stalwarts of the · 
local business scep.e, largely 
because t4ey. have thousands 
of area employees and are 
major contributors to :the 
community. Those three hav:e 
added $2 billion to their mar
ket caps since 2002, aimost all 
of it from a rebound in Ameri
e~'s stock price since it flirt
ed with bankruptcy: 

Alcon, Horton /1,nd XTO 
have some common threads. 
Each is in ·a white-hot indus- · 
try: pl)armaceuticals, home 
building and nattlral gas . • 

Having ;i. strong tail:wind · 
always helps, but they've also 
managed to grow revenue and 
profits deca,de after decade,•. 
regardless of the economy. • 

The three share.some hum
ble beginnings. Each wai; •. 
started here, with limited 
cash, and two are still le'd l:i:y 
their founders, XTO's Simp-. 
son and.Dori-Horton, · 

Robert Alexander and Wil
liam Conn.or incorporated 
Alcon in 1947, using'the first 
syllables of their last nilfiles as 
the moniker. They1borrowed · 
$3,000 from-their .life-insur
ance policies and.made phar
maceuticals with a home · 
blender and a pressure cook-
er. · 

This year, Alcon's sales are 
expected to reach about $4.4 
billion. . . 

Ask these .companies why 
they're so s~cce~ful, and 
each lists the same thing first: 
a laser like focus. 

For Alcon, it's focusing on 
the eye. Its research and de
velopment, surgical devices · 
and investments surround 
this subject, giving Alcon the 
broadest, deepest line in the . 
business, It wants to own the 

· eye-care space, and that trans
lates into building lifelong 
relationships with doctors, 

· academics, researchers\,llld 
opinio~ leaders in the field. 

I I~ ii: I :t :1: t • 11
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Alcon 
Maker of eye-care drugs, 
lenses and related products 
Incorporated in 1947 in Fort 
Worth. · 
Half of sales (and employe!;!S) 
are outside the United States, 
and sales in emerging markets 
are growing 2.5 times faster. 
Net income of $870 million on 
$3.3 bllliori in sales for ·nine 
mohths ended Septe,mber. 
12,5~5 employees; almost 
3,000·in' fort Worth. About. 
300 local Alcon workers have 
doctorates, and more than 
500 have m.aster's degrees. 

• Stock market value: $43.8, 
billion: 

D.R. Hortort 
Home builder 
Founded 1n 1978 in Fort Worth.· 
Seid 51,172 homes in year 
ended September. 
Net income of $1.47 billion cin 
$13.6 billion in revenue. · 
8,900 employees, 804 iri 
Dallas-Fort Worth. 
Sta<;k market value: $11.4 
billion. • 

-- XTO Energy 
Natural•ga~ producer 

· founded in 1986 in Fort · 
Worth. 
Drills exclusively in the United 
States. using technology to 
get more gas fro!ll known 
reserves.- . 
Net"income of $699 million ori 
$2.3 billion in revenue for nine 
months ended September. 
1,600 employees, 450 in Fort 
Worth 
Stock market value: $15.7 
billion. · 
SOURCES: Ttlt companies 
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quired 17 builders fr~m 1994 
to 2002, and adopted many of 
their best practices. Example: 
Torrey Homes in Atlanta was 
a volume builder, and Horton 
incorporated its scheduling 
systems in 1997, accelerating 
its production pace. 

Lately, Horton has been . 
branching into condos lll}d 

- ·-····o~ - - -- · ·--· - r-""t'"' .... .., .. ,. 

the ground where doctors are 
practicing ophthalmology -
Alcon's own people, not in
dependent reps. 

That's expensive to install 
and maintain, but it's paying 
off big as more of the world 
ages and embraces new eye 
treatments. 

When Alcon introduces a · 
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SHLACHTER, PEROTIN, 
FUQUAY & CO. 

Snakebit? 
Notthis 
ex-CEO '.JP~) 

After a 33-year career at 
Alcon, retired Chief Executive 
T'un Sear returned to the Fort 
Worth campus last week to 
receive a bit of attention and 
applau~e. · 

Scores of com-
+pany employees, 

friends and family 
gathered for a cer
emony in his 
honor. 

As part of the 
festivities, current 
Chief Executive 
Cary Rayment 
dedicated Aleen's 
new Tim Sear 
Training and 
Education Cen
ter to his prede
cessor. But that's 
not all. 

Rayment also 
announced a less 
conventional trib- RAYMENT 
ute to the avid 
nature-lover: Aleen's foundation is 
underwriting a Burmese python 
exhibit at the Fort Worth Zoo, 
where Sear serves on the board of 
directors. 

That's right, a big snake. 
It's slated to join the zoo's rep

. tile collection in 2007. 
Sear, who retired in October 

after about seven years in the 
chief executive's office, reacted 
with delight and thanked his for
mer colleagues for the accolades. · 

"It's nice to have my grandchil
dren here. They didn't really know 
what I did," he said. "They knew I 
was good at catching snakes." 

' · 
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European experience p ! 
gave Alcon executive 

Jackie Fouse an edge. :-·l 
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Taking a Foreign Flier 
In the global age, an overseas assignment 
could be just the answer for your resume 

By Justin Ewers 

T
he boss breaks the big news: The 
company wants you to take an 
overseas assignment. In Tokyo, 
say. You'll work there for a few 

years, and, when you come back, there 
might even be a promotion in your fu
ture. But wait, you ask, what about my 
husband? My kids? My house! Will this 
even help my career? 

There was a time when the answer to 
those questions wasn't so clear. People 
who took international positions 20 
years ago often did so at their peril. Sure, 
the jobs were exciting, and the perks 
were many-personal drivers, private 
school for the kids. But overseas execu
tives felt marooned upon their return. 
They were out of the loop and had trou
ble moving up the corporate ladder. 
"People didn't know who you were when 
you got back," says Richard Sorensen, 

dean of the Pamplin College of Business 
at Virginia Tech. 

Ah, but the world is smaller now. 
Business is only getting more global, 
and companies-from Dell to 3M to 
Kohler-are scrambling to expand over
seas. As many as 400,000 employees 
relocate internationally each year. "It's 
probably the single most powerful 
means of enhancing one's career," says 
Linda Stroh, a professor of business at 
Loyola University Chicago. 

Case in point: Marriott International. 
In 1990, the hotel chain had 16 hotels 
outside the United States and did $317 
million in sales abroad. Today, Marriott 
employs 72,000 people abroad, and its 
400 overseas hotels bring in $1.1 billion. 
To manage this operation, Marriott now 
uses about 200 expatriates. "Going off
shore can be the best thing that can hap
pen to you," says Jim Pilarski, a senior 
vice president of human resources. "You 
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can get noticed very quickly, rise through 
the ranks, and move up." 

That's certainly what happened to 
Jackie Fouse. Before she became the CFO 
at Alcon, one of the largest eye-care prod
ucts companies in the world, Fouse spent 
nine years working overseas. She credits 
her international experience for her me
teoric rise from corporate finance man
ager at Alcon, to treasurer at Nestle, to 
the CFO ofSwissair-all dramatic moves 
she made while working in Europe. She 
is now, at 44, the No. 2 executive at a 
$4.4 billion global company. "Everything 
else being equal-educational back
ground, years of experience-that was the 
thing more than any other that set me 
apart from other people," she says. Fouse 
speaks French and German fluently. But 
she insists it is the subtler management 
tools-sensitivity, say, to the fact that Eu
ropeans prefer a more consensus-based 
approach to management than Ameri
cans do-that makes those with overseas 
experience more effective. . 

Short stints. Few executives, it seems, 
would disagree. Nearly half of the HR 
professionals surveyed last year by 
the Worldwide Employee Relocation 
Council say their companies now have 
a formal program or system for "career-
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pathing" employees into senior positions 
that include one or more international 
assignments. Overseas stays are being 
shortened-often to less than a year-so 
companies can keep a shorter leash on 
their employees. "If I were to encourage 
20- or 30-somethings to do anything, it 
would be: Sign up for these cross-cul
tural projects. Be willing to travel," says 
Laura Kohler, senior vice president of 
human resources at Kohler, a plumbing, 
power, and home-interior products com
pany, where international revenues have 
climbed 30 percent annually since 2001. 
"In the future, they're that much more 
likely to be a director, a manager, who 
has a broad base of experience to draw 
from when making decisions." 

There's no question globally savvy 
employees can have a huge impact on 
a business-and not only on its bottom 
line. When Wayne Hinman volun
teered to go to Singapore in the mid
'90s for Air Products and Chemicals, 
the manufacturer of industrial gases 

Click Here 
fora New 
Career 
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and chemicals was bringing in about 
$400 million in revenue in Asia. After 
a four-year stint overseeing the con
struction of new plants, forming joint 
ventures, and investing in supply 
chains, Hinman had pushed revenues 
closer to $1 billion. 

Moving up. More important, though, 
were the less-quantifiable effects his 
work had on company strategy. In the 
1990s, Air Products' biggest customer 
was an American company. At the end 
of this year, though, for the first time, it 
will probably be Samsung. "We're cap
turing that shift," says Hinman. He 
came back to a top executive position at 
the company and was recently promot
ed to vice president of global merchant 
gases; now he spends a lot of his time 
nurturing young managers who will 
be working over-
seas in the future. "' 
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international positions are still not with
out their pitfalls. They can be a major 
strain on dual-career families, and while 
companies do their best to help spous
es find work while they're abroad, 4 out 
of 5 are still unemployed. 

For some expats, of course, the old 
problem of being warehoused after re
turning from an overseas assignment 
lingers. A study published last month by 
GMAC Relocation Services found that 
nearly I in 4 workers leaves his or her job 
within one year of returning from an 
overseas assignment- usually after get
ting a better offer. 

Which, of course, presents those given 
the opportunity to work overseas with an 
interesting dilemma: The job may be a 
strain on your family, your marriage, and 
your kids. It may, ultimately, even cause 

you to cut ties with your current 
employer. But as a career move, 
in the long run, it's clear: There 
doesn't seem to be a better choice 
you can make. • 

discussion groups, which 
provide tips from the 
t renches. 

www.onestopcoach.org A 
portal to fedeta)ly funded 
sites offering quality help. 
If you need human help, 
the site links you ta a local 
federal OneStop Career 
Center. 
www.rileyguide.com/ 
prepare.html Th best por
tal for those trying to 
choost> a career. 
www.job-hunt.org The best 
site for those wno have a 
career goal and now are 
trying to land a job. 
www.khake.com This site 
focuses on careers not re
quiring a t.-ollege degree. 
www .mylifecoach.conl Offers 
an onJine version of the 
Strong lnteresl Inventory. 
This 2/;•minute assessment 

your interests and an 
annotated list of suitable 
careers. For $24,95, you 
receive a comprehensive 
report and phone interpre
tation. 
www..careervoyages.gov/ 
careercompass-main.com 
This t akes just one minute 
but can he quite helpful 
You simply pick your first, 
second, and third choices 
among six interest areas 
and u.p pops a tailored 

each ending \\ith link'> to 
additional information. 
http://ipl.si.umich.edu/div/ 
subject/browse/ref09.00.0tY 
This portal links to online 
directories of professional 
associations' sites- for 
example, the American 
Accounting Association 

Indeed.com and Simply 
hired.com These sites ag
gregate job listings from 
hundreds of employment 
websites, including the big 
ones. You can instantly 
scn .-en over 4 million job 
listings 'from one site. 
www.usajobs.gov t'SAJobs 
contains more than 
20,000 federal govern• 
ment job openings. To find 
even more, vou can search 
the ISO-plus federal 
agen(..',Y sites individually. A 
gatewkly to those sites is 
www.firstgov.gov/Agencies/ 
FederaVAII. Agencies/index 
.shtml. 
www.salary.com and salary 
expert.com These sites e!>1:i
mate salary for hundreds 
of occupations, adjusted by 
ZIP code. It's wise to check 
both siJ.es because they use 
different sources for their 
data. Basic reports are free, 
but there's a $29 charge 
for those customized based 
on your experience, the 
sire of the employer, and 
the characteristics of the 
particular job. 

list of careers. 
www.bls.gov Offeringfar 
more than statistics, this 
site is home to the federal 
Occupatwnal Outlook 
Handbook. That contains 
profiles of many careers, 
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or the National League for 
Nursing. 
Monster.com, 
CareerBuild~r .com, 
Hotjobs.com, and 
craigslist.org 
The odds are tiny that an 
employer will pick you 
from among the millions 
of job seekers who troll 
here, but the sites do offer 
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