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The consolidated financial statements for the thirteen and thirty-nine weeks
ended March 30, 2002 and March 31, 2001 and the balance sheet as of March 30,
2002 included herein have not been audited by independent public accountants,
but in the opinion of Sara Lee Corporation ("the Corporation”), all adjustments
(which include only normal recurring adjustments) necessary to present fairly
the financial position at March 30, 2002 and the results of operations and the
cash flows for the periods presented herein have been made. The results of
operations for the thirteen and thirty-nine weeks ended March 30, 2002 are not
necessarily indicative of the operating results to be expected for the full
fiscal year.

The consolidated financial statements included herein have been prepared
pursuant to the rules and regulations of the Securities and Exchange Commission.
Although the Corporation believes the disclosures made are adequate to make the
information presented not misleading, certain information and footnote
disclosures normally included in financial statements prepared in accordance
with generally accepted accounting principles have been condensed or omitted
pursuant to such regulations. These consolidated financial statements should be
read in conjunction with the consolidated financial statements and notes thereto
included in the Corporation's Form 10-K for the year ended June 30, 2001 and
other financial information filed with the Securities and Exchange Commission.
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SARA LEE CORPORATION AND SUBSIDIARIES
Condensed Consolidated Balance Sheets at March 30, 2002 and June 30, 2001
(In millions)
(Unaudited)
March 30,
2002
ASSETS

Cash and equivalents S 661 S
Trade accounts receivable, less allowances 1,789
Inventories:

Finished goods 1,591

Work in process 409

Materials and supplies 452

2,452

Other current assets 311
Net assets of businesses held for sale 16

Total current assets 5,229
Other non-current assets 199
Property, net 3,024
Trademarks and other identifiable intangibles, net 2,016
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Goodwill, net 3,274

LIABILITIES AND EQUITY

Notes payable $ 1,250 S
Accounts payable 1,181
Accrued liabilities 2,956
Current maturities of long-term debt 497
Total current liabilities 5,884
Long-term debt 4,302
Deferred income taxes 510
Other non-current liabilities 935
Minority interest in subsidiaries 636
ESOP convertible preferred stock 230
Unearned deferred compensation (221)
Common stockholders' equity 1,466
$ 13,742 S
See accompanying Notes to Consolidated Financial Statements. Page 4

SARA LEE CORPORATION AND SUBSIDIARIES
Consolidated Statements of Income

For the Thirteen and Thirty-Nine Weeks Ended March 30, 2002 and March 31, 2001
(In millions, except per share data)

(Unaudited)
THIRTEEN WEEKS ENDED
March 30, March 31,
2002 2001
Net sales S 4,200 S 4,044
Cost of sales 2,547 2,519
Cost of sales - product line exit costs (3) ——
Selling, general and administrative expenses 1,300 1,188
Interest expense 70 60
Interest income (19) (23)
Unusual items - business reshaping:
Gain in connection with initial public offering - -
Business dispositions and other charges (2) (12)
3,893 3,732
Income from continuing operations before income taxes 307 312
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Income taxes
Income from continuing operations

Income from discontinued operations, net of income taxes
Gain on disposal of discontinued operations,

Net income
Preferred stock dividends, net of tax
Income available for common stockholders

Income from continuing operations per common share
Basic

Diluted

Net income per common share
Basic

Diluted

Average shares outstanding
Basic

Diluted

Cash dividends per common share

See accompanying Notes to Consolidated Financial Statements.

SARA LEE CORPORATION AND SUBSIDIARIES

net of income taxes

Consolidated Statements of Common Stockholders' Equity
For the Period July 1, 2000 to March 30, 2002
(In millions, except per share data)

COMMON

TOTAL STOCK

Balances at July 1, 2000 S 1,234 S 8

Net income 1,293 ——

Translation adjustments, net of tax (171) ——

Transition adjustment related to change in

accounting for derivative instruments and

hedging activities, net of tax 6 -
Net unrealized gain on qualifying cash flow

hedges, net of tax 2 -

Comprehensive income

50
257
257
3
S 254 $
$ 32 $
$ 31 $
$ 32 $
$ 31 $
786
819
$ 0.150 $
Page 5
CAPITAL RETAINED
SURPLUS EARNINGS
$ - $ 2,393

UNEARN
STOCK
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Cash dividends -

Common ($0.425 per share)

ESOP convertible preferred ($4.08 per share)
Stock issuances (cancelations) -

Stock option and benefit plans

Restricted stock
Tax benefit related to incentive stock options
Reacquired shares
ESOP tax benefit, redemptions, and other

Balances at March 31, 2001

Net income

Translation adjustments, net of tax

Minimum pension liability, net of tax

Net unrealized gain on qualifying cash flow
hedges, net of tax

Comprehensive income

Cash dividends -
Common ($.145 per share)
ESOP convertible preferred ($1.36 per share)
Stock issuances (cancelations) -
Stock option and benefit plans
Tax benefit related to incentive stock
options
Reacquired shares
Exchange offer for Coach common stock
ESOP tax benefit, redemptions and other

Balances at June 30, 2001

Net income

Translation adjustments, net of tax

Net unrealized gain on qualifying cash flow
hedges, net of tax

Comprehensive income

Cash dividends -
Common ($0.445 per share)
ESOP convertible preferred ($4.08 per share)
Stock issuances (cancelations) -
Stock option and benefit plans
Business acquisitions
Restricted stock
Reacquired shares
Acquisition of Earthgrains' ESOP
Earthgrains stock option conversion
ESOP tax benefit, redemptions and other

Balances at March 30, 2002

Interim period balances are unaudited

See accompanying Notes to Consolidated Financial Statements.

SARA LEE CORPORATION AND SUBSIDIARIES

(353) - - (353)
(14) —— - (14)
86 - 86 -
(13) - - (34)

9 - 9 -

(510) - (78) (432)

14 —— 9 5
1,583 8 26 2,858

973 —— —— 973
(92) -- -- -

(107) - -= --
(13) - -- -

(115) - - (115)
(4) - - (4)
18 —— 18 -

1 - 1 -
(133) - (51) (82)
(998) - - (998)

9 - 6 3

1,122 8 - 2,635

659 - - 659

6 JE— JE— JE—

(5) - - -

(349) - - (349)
(13) - - (13)
75 - 75 -
(1) - (1) -

5 - 5 -

(85) - (85) -
— - 30 - (
26 - 26 -
26 —— 16 5
$ 1,466 $ 8 $ 66 $ 2,937 $ (
Page 6



Edgar Filing: LEE SARA CORP - Form 10-Q

For the Thirty-Nine Weeks Ended March 30, 2002 and March 31, 2001

(Unaudited)
THIRTY-
March 30,
2002
OPERATING ACTIVITIES -
Income from continuing operations $ 65
Adjustments for non-cash charges included in net income:
Depreciation 35
Amortization of intangibles 7
(Decrease) in deferred income taxes (2
Other 1
Unusual items - business reshaping
Business dispositions and other charges 11
Gain in connection with initial public offering
Changes in current assets and liabilities, excluding
businesses acquired and sold (24
Net cash from operating activities - continuing operations 93
Operating cash flows (used in) discontinued operations
Net cash from operating activities 93
INVESTMENT ACTIVITIES -
Purchases of property and equipment (39
Acquisitions of businesses and investments (1,92
Dispositions of businesses and investments 2
Sales of assets 8
Other (2
Net cash (used in) from investment activities (2,23
FINANCING ACTIVITIES -
Issuances of common stock 7
Purchases of common stock (8
Issuance of equity securities by subsidiary
Borrowings of long-term debt 1,35
Repayments of long-term debt (47
Short-term borrowings (repayments), net 90
Payments of dividends (36
Net cash from (used in) financing activities 1,41
Effect of changes in foreign exchange rates on cash
Increase in cash and equivalents 11



Edgar Filing: LEE SARA CORP - Form 10-Q

Cash and equivalents at beginning of year 54
Cash and equivalents at end of quarter $ 66
COMPONENTS OF CHANGES IN CURRENT ASSETS
AND LIABILITIES:
Decrease (increase) 1in trade accounts receivable S
Decrease (increase) in inventories 22
Decrease in other current assets 3
(Decrease) 1in accounts payable (49
(Decrease) in accrued liabilities (
Changes in current assets and liabilities $ (24
See accompanying Notes to Consolidated Financial Statements. Page 7
SARA LEE CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
1. Computation of Basic and Diluted Earnings Per Share
Net income per share - basic is computed by dividing income available to common
stockholders by the weighted average number of common shares outstanding for the
period. Net income per share - diluted reflects the potential dilution that
could occur if options or other contracts to issue common stock were exercised
or converted into common stock. Options to purchase shares of the Corporation's
common stock which have an exercise price in excess of the average market price
of those shares for a reporting period are excluded from the determination of
the diluted earnings per share denominator. For both the thirteen and
thirty-nine week periods ending March 30, 2002, options to purchase 42.7 million
shares of the Corporation's common stock had exercise prices which were greater
than the average market price of those shares during the respective reporting
periods. For the thirteen and thirty-nine week periods ending March 31, 2001,
options to purchase 32.6 million and 33.6 million shares of the Corporation's
common stock had exercise prices which were greater than the average market
price of those shares during the respective reporting periods.
The following is a reconciliation of net income to net income per share - basic
and diluted for the thirteen and thirty-nine weeks ended March 30, 2002 and
March 31, 2001:
Computation of Basic and Diluted Earnings Per Share
(In millions, except per share data)
THIRTEEN WEEKS ENDED
March 30, March 31, Ma

2002 2001
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Income from continuing operations S 257 $ 241
Income from discontinued operations, net of income

taxes - -
Gain on disposal of discontinued operations, net

of income taxes - -

Net income 257 241
Less dividends on preferred stock, net of tax

benefit (3) (3)
Income available to common stockholders - basic 254 238
Adjustment for assumed conversion of ESOP shares 3 2
Income available to common stockholders - diluted S 257 $ 240
Average shares outstanding - basic 786 828
Dilutive effect of stock option and award plans 8 10
Dilutive effect of ESOP plan 25 27
Average shares outstanding - diluted 819 865

Earnings per share - basic

Income from continuing operations S 0.32 $ 0.29
Income from discontinued operations

Net income S 0.32 $ 0.29
Earnings per share - diluted

Income from continuing operations S 0.31 $ 0.28
Income from discontinued operations

Net income S 0.31 $ 0.28
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2. Unusual Items

The Corporation's results for the first three quarters of fiscal 2002 were
affected by the Reshaping program initiated in May 2000. This program includes
certain defined exit activities and the disposition of a number of businesses.
No new Reshaping projects have been initiated after December 29, 2001, and at
the present time, no new projects are anticipated for the remainder of fiscal
2002. A discussion of the adjustments made to these plans in the third quarter
of fiscal 2002 and the actions taken since the initiation of the Reshaping
program are as follows:

Third Quarter and Full Fiscal 2002 Exit Plan
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During the third quarter of fiscal 2002, certain adjustments were made to
previously recognized charges under the Reshaping program. These adjustments
increased pre-tax income by $5 million, increased net income by $3 million, and
had a neglible effect per diluted share. Of the total pre-tax adjustment, $2
million is reflected on the "business dispositions and other charges" line of
the Consolidated Statement of Income and consists primarily of a reversal of
termination benefits as a result of the departure of 166 employees who
voluntarily left the Corporation in advance of their planned termination date,
therefore forfeiting termination benefits. The effect of this adjustment has
been included in a table presented on page 11, which indicates the location of
all employees affected by the Reshaping program and the status of the planned
actions. In addition, the Corporation also experienced better than expected
results on the exit of certain third party contractual obligations, which
resulted in the reversal of previously recognized charges. Also during the third
quarter, the Corporation completed actions associated with the termination of
certain licensing agreements and the exit of related manufacturing operations.
Inventory related to these operations and licensing agreements was disposed and
resulted in proceeds of $3 million more than originally anticipated in fiscal
2001. As a result, the related credit to earnings is displayed in the same line
of the Consolidated Income Statement as the original charge ("cost of sales -
product line exit costs").

Including the effects of the third quarter, the actions approved by the
Corporation's management for the first three quarters of fiscal 2002 resulted in
a pretax charge of $183 million and a decrease in net income of $111 million, or
$.14 per diluted share. The $183 million pretax charge consists of a $177
million net charge for the cost of defined exit activities and a $6 million
charge related to the net impact of certain planned business dispositions. These
charges decreased operating income in the Corporation's business segments as
follows: Intimates and Underwear - $90 million, Sara Lee Bakery - $51 million,
Sara Lee Meats - $35 million, and Beverage - $7 million. For presentation
purposes, the $6 million charge related to business dispositions and $184
million of the net charge related to defined exit activities are displayed in
the "business dispositions and other charges" line of the Consolidated Statement
of Income. The remaining $7 million credit related to defined exit activities is
displayed in the "cost of sales - product line exit costs" line of the
Consolidated Statement of Income.

Cumulative Exit Plan and Status

After combining the amounts recognized in fiscal 2001 and the first three
quarters of fiscal 2002, the Corporation's ongoing Reshaping program has reduced
pretax earnings and net income by $737 million and $609 million, respectively.
Of the $737 million pretax charge, $3 million is for actions taken at the
Corporate headquarters and $734 million is related to the following business

segments: Intimates and Underwear - $500 million; Sara Lee Bakery - $110
million; Sara Lee Meats - $105 million; Beverage - $15 million; and Household
Products - $4 million. The components of the $737 million pretax charge are as
follows:

Business Dispositions

- $347 million of the charge represents the cost recognized in connection
with the disposition of 18 businesses. As of March 30, 2002, the
disposition of 17 of these businesses had been completed. The remaining
business yet to be disposed is not significant and is located in China.

10



Edgar Filing: LEE SARA CORP - Form 10-Q

This sale transaction must receive government approval before the
transaction can be completed. The Corporation expects to complete the
disposal of the business within the next several months.

Exit of Defined Business Activities

- $228 million of the charge is for the cost of severance and other employee
benefits associated with planned personnel reductions. Of this amount, $217
million relates to severance costs recognized in accordance with the
provisions of Emerging Issues Task Force Issue 94-3. The remaining $11
million relates to pension benefit costs determined in accordance with the
provisions of Statement of Financial Accounting Standards No. 88. All
termination actions planned for under the Reshaping program will take place
within one year of the date the respective charge was taken. To date,
including adjustments made for unexpected voluntary departures of employees,
these actions will result in the termination of 20,304 employees. The
specific location of these employees and the status of the planned actions
as of March 30, 2002 are summarized in a table contained on page 11.

- $66 million of the charge is for anticipated losses on the disposal of real
estate and equipment at 21 owned facilities and the disposal of equipment at
a number of leased facilities. The loss recognized is the difference between
the estimated selling price and the carrying value of the assets held for
sale. Selling prices were estimated based on offers received from third
parties or third-party appraisals of real estate held for sale, as well as
the Corporation's prior experience with comparable equipment disposals. The
charge primarily relates to the planned exit of Intimates and Underwear
manufacturing facilities in the United States, Mexico and Europe; 3 domestic
meat-processing plants; and a Beverage facility in Europe. As of March 30,
2002, 14 of the 21 owned facilities had been closed and 7 of the 14 had been
sold. All actions contemplated by the exit plan are expected to be completed
within 12 months of the date of the related charge. The carrying value of
the property and equipment awaiting sale at March 30, 2002 is $16 million
and is recorded on the "Net assets of businesses held for sale" line in the
Consolidated Balance Sheet.

- $19 million of the charge resulted from the decision to terminate product
licensing agreements and exit related manufacturing operations. The $19
million charge was recorded in "cost of sales - product line exit costs" in
the Consolidated Statement of Income and consisted of the following
components: $24 million in the second quarter of fiscal 2001; $2 million in
the fourth quarter of fiscal 2001; ($3) million in the first quarter of
fiscal 2002; ($1) million in the second quarter of fiscal 2002; and ($3)
million in the third quarter of fiscal 2002. The disposition of inventory
related to product licensing agreements and manufacturing operations
resulted in these losses. The loss recognized is the difference between the
value of the inventory realized, based on the actual proceeds received, and
the related carrying value.

- $68 million of the charge is related to certain contractual obligations that
must be satisfied in connection with the exit activities approved by
management. Of this amount, $56 million relates to non-cancelable lease
payments on 36 leased facilities that are being exited. This charge
represents the difference between the non-cancelable obligation after the
facility 1is exited and the sublease income that is estimated to be received.
As of March 30, 2002, 24 of the leased facilities had been exited. The
remaining $12 million of the charge relates to certain other third party
contractual obligations that must be satisfied, including settlement amounts
to terminate distribution relationships and the remaining obligations due on
product licensing agreements once these activities have ceased.

10

11
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$9 million of the charge relates to moving and other related expenses for

employees affected by the Reshaping program.

These expenses are recognized

by the Corporation in the period the related service is rendered by third
party suppliers. Cash is expended to pay vendors in essentially the same
period as the expense is recognized.

The following table summarizes the charges taken for the approved exit of
business activities and the related status as of March 30, 2002:

Exit Costs Recognized During

(In Millions)

Employee termination and

other benefits

Expected losses on
disposals of property

and equipment and other

related costs

Expected losses on
disposal of inventories

Other exit costs -

includes non-cancelable

lease and other

contractual obligations

Moving and other related

costs

Total exit costs

Of the $390 million of exit costs recognized,
of cash and $85 million is a non-cash component.
the cash costs of this charge from internal sources and proceeds generated from

the sale of businesses.

The following table summarizes the planned employee terminations by location and

Fiscal

First Second
Quarter Quarter
Fiscal Fiscal
2001 2002 2002
122 S 6 $ 101
37 2 27
26 (3) (1)
25 1 43
3 2 4
213 S 8 S 174

business segment, and the status of those actions as of March 30, 2002

United States
Canada

Sara Lee
Sara Lee Bakery
Meats Group Beverage
983 291 -

$305 million will require the use
The Corporation expects to fund

Writedown
Third of Assets
Quarter to Net
Fiscal Realizable
2002 Value
$ (1) $ -
- (66)
(3) (19)
(1) -
$ (5) $ (85)
Intimate
Household and
Products Underwea

2,012
101

12
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Puerto Rico, Mexico

and Latin America 67 - - - 12,352
Europe 109 210 91 —= 2,839
Asia and Africa - 381 - 48 800

1,159 882 91 48 18,104

As of March 30, 2002

Employees terminated 623 695 76 48 12,850
Employees to be terminated 536 187 15 - 5,254
1,159 882 91 48 18,104
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3. Adoption of New Accounting Standards For Goodwill and Other Intangible
Assets

On July 1, 2001, the Corporation adopted Statement of Financial Accounting
Standards No. 142 "Goodwill and Other Intangible Assets" (SFAS No. 142).

This Statement is required to be applied to all goodwill and other intangible
assets recognized by the Corporation as of July 1, 2001 and it changes the
subsequent accounting for these assets in the following significant respects:

—Accounting standards in place through June 30, 2001 concluded that goodwill
and all other intangible assets were wasting assets and thus amounts
assigned to these assets were amortized in determining net income. SFAS No.
142 does not presume that these assets are wasting assets. Goodwill is not
amortized under the provisions of this statement. Intangible assets are
evaluated to determine if they have finite or indefinite useful lives.
Intangible assets determined to have finite lives are amortized over those
lives and intangible assets that have indefinite useful lives are not
amortized.

—-SFAS No. 142 sets forth a number of pertinent factors to be considered in
establishing the useful life of intangible assets that differ from prior
guidelines. These factors include product life cycles, market competitive
and other economic trends, as well as the level of maintenance required to
obtain future cash flows. The useful lives of all intangible assets as of
July 1, 2001 are assessed using these criteria.

In accordance with the adoption provisions of SFAS No. 142, the Corporation has
completed the transitional impairment tests and no impairment was noted. The
following is a reconciliation of net income, basic earnings per share and
diluted earnings per share between the amounts reported by the Corporation in
fiscal 2001 and the adjusted amounts reflecting these new accounting rules.

Thirteen Weeks Thirty-nine W
Ended Ended
March 31, March 31,
(Amounts In Millions, Except Per Share Data) 2001 2001
Net Income:
Reported net income $241 $1,293

13



Edgar Filing: LEE SARA CORP - Form 10-Q

Goodwill amortization 23 70
Intangible amortization 5 15
Adjusted net income $269 $1,378

Basic Earning Per Share:

Reported basic earnings per share $.29 $ 1.54
Goodwill amortization .03 .08
Intangible amortization - .02

Adjusted basic earnings per share $.32 $ 1.64

Diluted Earnings Per Share:

Reported diluted earnings per share $.28 $ 1.48

Goodwill amortization .03 .08

Intangible amortization - .02

Adjusted diluted earnings per share $.31 $ 1.58
12

4. Accounting For Sales Incentives

The Emerging Issues Task Force (EITF) of the FASB reached conclusions on a
number of issues related to the measurement, recognition and income statement
classification of a number of items that can be broadly characterized as sales
incentives or promotions. These conclusions are summarized in the following EITF
pronouncements.

— EITF Issue 00-14, "Accounting for Certain Sales Incentives" - This Issue
addresses the recognition, measurement and income statement classification
of sales incentives voluntarily offered by a vendor without charge to
customers such as discounts, coupons, rebates and free products or
services. The Corporation's procedures regarding the recognition and
measurement of these types of sales incentives are in substantial
compliance with this statement. The consensus reached by the EITF does
however require that any cash sales incentives be recognized as a
reduction to revenue and any incentives involving free products must be
classified as cost of sales on the consolidated statement of income.

— EITF Issue 00-25, "Vendor Income Statement Characterization of
Consideration Paid to a Reseller of the Vendor Products" - This Issue
addresses the income statement classification of a number of common
incentives offered to businesses that purchase products from the
Corporation and then sell those products to third parties. The incentives
include payments made to retailers to obtain space on store shelves;
agreements to reimburse a retailer for a portion of the cost of product
advertising; and agreements to reimburse retailers for shortfalls in the
selling price of the Corporation's products. The consensus does not modify
the policies followed by the Corporation in the recognition or measurement
of these incentives, but it does require that these incentives be
presented in the income statement as a reduction of revenue.

Beginning in the third quarter of fiscal 2002, the Corporation recognized the
impact of the new EITF guidelines on sales incentives in its financial
statements and restated previously issued financial statements to reflect the
provisions of these guidelines. The net impact from the adoption of these rules
did not impact income from continuing operations, net income or the financial

14
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position of the Corporation, but resulted in the reclassification of certain
selling, general and administrative expenses to cost of sales and net sales.

5. Acquisition of The Earthgrains Company

On August 7, 2001, upon the completion of the initial tender offer period, the
Corporation acquired The Earthgrains Company ("Earthgrains") when approximately
93% of the outstanding Earthgrains' common shares were tendered and accepted by
the Corporation. Following the completion of a subsequent tender offer period,
the Corporation acquired the remaining Earthgrains' common shares. The results
of operations for Earthgrains have been included in the consolidated financial
results of the Corporation since August 8, 2001. Earthgrains is a packaged bread
and refrigerated dough business with operations in the United States and Europe.
The Earthgrains' acquisition provides growth opportunities for our core bakery
and other food businesses by leveraging Earthgrains' direct-store delivery
system in the United States by introducing the Sara Lee brand into the fresh
bread and refrigerated dough business and expanding the direct-store
distribution options for other Sara Lee products. In Europe, Earthgrains also
gives Sara Lee a strong position in the fresh bread and refrigerated dough
business. The anticipated synergies of this business combination with the
Corporation's Sara Lee brand name were a key factor associated with the
determination of the purchase price and related goodwill. The sales and
operating income of the Earthgrains business in the quarter ended March 30, 2002
were $642 million and $32 million, respectively.

Under the terms of the agreement, the Corporation acquired all of the
Earthgrains' common shares for $40.25 per share, or approximately $1.9 billion.
Cash on the Earthgrains' balance sheet on the acquisition date reduced the
purchase price to a net amount of approximately $1.8 billion. In addition, the
Corporation assumed $755 million of Earthgrains' long-term debt.

13

The following is a summary of the preliminary opening balances of the
Earthgrains' balance sheet as of August 7, 2001. These amounts reflect a
preliminary purchase price allocation as the Corporation continues to refine
estimates for certain environmental and other business exit costs.

Preliminary Opening Balance Sheet
(Amounts in millions)

Assets

Cash and marketable securities $ 86
Accounts receivable 246
Inventory 74
Other current assets 36
Total current assets 442
Property, plant and equipment 856
Other non-current assets 110
Identifiable intangibles 862
Goodwill 1,693
Total Assets $3,963

Liabilities and Equity

15
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Accounts and notes payable $ 406
Accrued liabilities 219
Total current assets 625
Long-term debt 748
Other non-current liabilities 681
Equity 1,909
Total liabilities and equity $3,963

Presented below are the pro forma financial results prepared under the
assumption that the acquisition of Earthgrains had been completed at the
beginning of fiscal year 2001. These pro forma financial results include the
following significant assumptions:

— The acquisition has been accounted for under the provisions of Statement
of Financial Accounting Standards No. 141, "Business Combinations" (SFAS
No. 141) and, accordingly, the purchase method has been used. The purchase
price allocation is preliminary at this point. $862 million of intangibles
have been identified and these primarily consist of trademarks, owned and
licensed brands, customer relationships and distribution management system
software with a weighted average life of 31 years. Goodwill of $1,693
million has been recognized in connection with this transaction.

— The Corporation adopted SFAS No. 142, "Goodwill and Other Intangible Assets",
as of the beginning of fiscal year 2002. Under the provisions of this
Statement, intangible assets with an indefinite life and goodwill are no
longer amortized after the date of adoption. Therefore, in the pro forma
results, no amortization of intangible assets with an indefinite life or
goodwill is included in the pro forma results for fiscal year 2002 periods.
The pro forma results for fi