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into focus

Every day, all over the world, Essilor's 23,000 employees
strive to bring you clear vision from afar, from up close, on
the edges, and in the center.

Because vision is a vital necessity, just like health. Did you
know that vision brings us 80% of the information we
need?

Your vision is so important — in our view — that we have
450 research scientists working full-time on it. For you,
they invent the materials that make your lenses lighter and
thinner, the treatments that protect your lenses and your
eyes, and the optical surfaces that give you the sharpest
vision possible.

From single vision lenses to progressives, Essilor develops
the lenses that allow people around the world with
presbyopia, myopia, hypermetropia, and astigmatism to
regain perfect vision.

And that's been our mission for over thirty years.



O. B worldwide in corrective lenses

in Europe,
North America, 25% share of the world market
o i lpar 23,000 employees

18 plants

o= | Plants

@ Prescription laboratories

Distribution subsidiaries

More than 100 distribution
subsidiaries in 54 countries



Message from the Chairman/Chief Executive Officer

and the Chief Operating Officer

After the successes of 2001, 2002 was a very good year for Essilor, which broke its records for sales,
profits, and market share. But all these achievements fit into a very long-term pattern, and that is surely the
most important point. Annual growth in net earnings per share — the key performance indicator — has been rising
steadily, from 8.8% per year in the past fifteen years to 23.7% per year in the past ten.

Our results in 2002 were the fruit of both our long-term strategies and our daily initiatives. If 2002 was a record
year for us, it's because we met all our challenges — and also because all the Essilor people, whatever their
positions or responsibilities, have contributed effectively to the progress and prosperity of the entire enterprise.
Everything went well and, most unusually, all the challenges we set for ourselves were met at the same time —
as shown by the launches of new generations of Transitions® photochromic lenses and progressive lenses.

Beyond these successes, the improvement in our operating income, year after year, reflects our steady,

far-reaching efforts. The profitability of our U.S. operations converged toward the consolidated average, driving

up our overall performance. Europe did better than expected despite more aggressive competition. Thanks to

Japan — where our partnership with Nikon is yielding results — and Australia, the Asia-Pacific region is contributing

to present profits while offering substantial growth potential for the future. Latin America has performed
- satisfactorily amid adverse business conditions.

A single business, powered by comprehensive expertise and global reach
The successes of 2002 have, once again, validated Essilor's approach: a clear strategy,
focused on continuity and the long term. Our core principle is to concentrate on a
single business — ophthalmic lenses — and specifically on lenses with the highest
technological components built in. That's why our abiding priority remains research.
We spend more on research in absolute terms and as a percentage of revenues than
our competitors, and our results in 2002 demonstrate the wisdom of this choice.
While we've chosen to engage in a single business, our strategy also consists in broadening
our operations to the entire world. Essilor is the global leader, and we want to enhance
this competitive advantage, most notably by improving our positions in geographic areas
where we're not yet number one. We have the will and the financial resources
to resume a more active acquisition policy that will augment our technical
capabilities and, most importantly, our global reach.

“At Essilor, we put the Strong long-term growth potential in Asia
Philippe Alfroid customer at the heart The joint venture set up in South Korea exemplifies this acquisition and
Chief Operating Officer of our business. We work partnership strategy in several ways. First, it will enable us to gain substantial

hard to find out what market share in the last major country where we did not have a presence.

At the same time, we are opening a second sales channel into China. Third,
Essilor is harnessing the talents of a brilliant, hard-working team that will
contribute to our growing internationalization, particularly in Asia.

our customers really
want and to anticipate
their needs.”



We see Asia as an extremely promising growth region for two main reasons: it has a dense population overall in
which the percentage of corrective lens users is still small, and in China and India there are nearly 150 million people
with sufficient income to become customers for our high-tech lenses.

What use is our leadership position if it doesn't bring us even closer to our customers?

At Essilor, we put the customer at the heart of our business. We work hard to find out what our customers really want
and to anticipate their needs. That's precisely the philosophy of our R&D team, whose Physiological Optics Department
studies product ergonomics and user behavior. No other company in our industry has a comparable facility.

Because modern ophthalmic lenses have such advanced technological components built in, this customer-oriented
approach would not be possible if it were not underpinned by a privileged partnership with eye care professionals.
Opticians, optometrists, and ophthalmologists are essential intermediaries for explaining the specific features and
advantages of our lenses to the public.

Corporate governance and sustainable development
Our culture is based on continuity, steady progress and cooperation, so we have naturally subscribed to the
principles of corporate governance and sustainable development. We are committed to providing continuous,
clear information to all our constituencies. Our Board of Directors, which is extensively involved in defining and
implementing Essilor strategy, comprises a majority of independent members.

Essilor has always practiced sustainable growth, well before the term was coined. There's
a simple reason for this: having set out to make high-quality products, we've long been
applying certification procedures at our production facilities. Also, we learned years ago how
to conserve inputs at our Asian plants, in areas where energy and water are scarce
commodities. The entire company has benefited from these experiences.

We have appointed a Director with special responsibility in this field. His task will be to
ensure that, in all the countries where Essilor operates, our corporate behavior is compatible
with our values regarding respect for individuals and personal empowerment. The Director
will formalize this approach as a vital, integral part of our business culture.

Culture and human capital
As every year, we would like to reassert that one of our greatest sources of

pride is to see all Essilor people achieving progress both as individuals and as “The core principle of our
a group. We have a long-standing commitment to a dynamic human-resources strategy is to concentrate
policy based on individual skills, personal performance, and capability for on a single business
teamwork, and this policy will continue to be implemented through exchanges ~ ophthalmic lenses —
between our teams around the world. We firmly believe that blending and specifically on lenses

with the highest technological
components built-in.”

nationalities is one of the keys to Essilor's success, and that our people and
our culture are ultimately our strongest assets for facing the future.

Xavier Fontanet
Chairman and
Chief Executive Officer

Xavier Fontanet Philippe Alfroid

YN



Essilor Management

> Board of Directors

Xavier Fontanet, Chairman and Chief Executive Officer
Philippe Alfroid, Chief Operating Officer

Independent Directors

Alain Aspect
Michel Besson
Jean Burelle
Philippe Germond
Igor Landau
Olivier Pécoux

4 René Thomas

Directors representing employee shareholders

Robert M. Colucci (US.)
Alain-Claude Mathieu (France)
Bertrand Roy, Chairman of Valoptec Association

> Executive Committee
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Xavier Fontanet Philippe Alfroid Bertrand de Limé Claude Brignon Patrick Cherrier Didier Lambert  Fabienne Lecorvaisier
Chairman and Chief ~ Chief Operating Executive Vice-President - Vice-President, Vice-President, Vice-President, Chief Financial

Executive Officer Officer Vice-President, Europe Operations Asia Information Officer

Systems



Founding Chairmen
René Grandperret
Anatole Temkine
Honorary chairmen

Gérard Cottet
Bernard Maitenaz

Information contact

Véronique Gillet
Vice-President, Investor

A

Olivier Mathieux
Vice-President,
Latin America

Thierry Robin
Vice-President,
Strategic Marketlng

Relations

Essilor has long implemented corporate-

governance rules, most notably by
providing clear and timely information
to shareholders, and by maintaining

a majority of independent directors
on its Board of Directors. Furthermore,
since 1997, Essilor has set up two
committees of the Board: an Audit
Committee and a Remunerations
Committee. In addition to their oversight
role, they contribute their expertise
and advice to Essilor management.

II
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Hubert Sagniéres Jean-Luc Schuppiser Henri Vidal Carol Xueref
President, Vice-President, Vice-President, Vice-President, Legal
Essilor of America Research and Human Resources Affairs and Corporate

Development

Development
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Essilor in 2002

Our discipline... The long distance race.
Neither sudden sprint...
Nor sudden braking.
Our growth is not the fastest...
But we’re plowing wide and deep.




30% of Essilor sales are generated
by products less than three years old

Organic growth

New products

Net earnings per share

+79%

1992-2002: 10 years of growth

Net earnings per share 4

22 | +27.3% "

+23.7% per year

+9.5% per year

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Average annual growth in sales and net earnings per share, 1992-2002



Essilor in 2002
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Transitions®
Next Generation L -& i&
launch campaign

Essnior Troansiions

-
2 . .
New products
(ro—- ' o Transitions® Next Generation: this fourth generation of
koo v { 1 Transitions® photochromic (variable-tint) lenses offers

e enhanced performance and makes this lens the world

leader in its category. It is the clearest when clear, the
darkest when dark.

o Crizal® Alizé™: new anti-reflective treatment with a
particularly effective anti-smudge function. Not only is dirt
build-up reduced, but the lens is also much easier to clean.

o Stylis®: a very high index lens (1.67). It is 15% thinner and
25% flatter than a 1.6 index lens.

o Evolis® in Europe / Ovation® in North America: a new
Communication

leaflet for 4 ol progressive lens with worldwide success.
Ovation® - U.S. ]

o PhysioTints®: Brown, gray or green, their tint optimizes
the vision of natural colors.




2002-2003 highlights

o Acquisition of Aries Optical Ltd., a prescription laboratory in
New Brunswick.

o Acquisition of a 51% stake in Jacques Denis, a firm specializing
in the mounting of polycarbonate lenses into frames.

o New advertising campaign for Varilux®: “Varilux keeps
progressing. You will too.”

©2003: acquisition of Rupp und Hubrach, the fifth-largest lens
supplier in the German market, by Essilor subsidiary BBGR.
Rupp und Hubrach has been distributing BBGR lenses for
many years.

Varilux Panamic.
Immediately
comfortable
progressive lenses

o Establishment of Essilor Mexico subsidiary after acquisition of
Vision Center prescription laboratory in 2000.

o Extension from Japan to the Philippines of production of
high index 1.67 lenses. After a start-up in 2001, the production
build-up continued in 2002 with an improvement in
performances and processes.

o Opening of the country’s first Essilor prescription laboratory.

South Korea

o Formation of Essilor Korea Ltd., a joint venture between Essilor
and South Korea's Samyung Trading Co. Ltd., the country’s
number two ophthalmic optics company. South Korea is Asia’s
second-largest market by value after Japan, thanks to a
rich product mix characterized by strong penetration of
medium/high index materials and anti-reflective lenses.
Sales of progressive lenses have been rising sharply.

ParnTiC [T e e
Paitis Bl Juidi g4 Wi Wil

Varilux Panamic
pro?ressive lenses.
Perfect vision close-up
and far away

United States

o Acquisition of Chicago-based Stereo Optical, specializing in
vision-testing equipment for eye care, occupational medicine,
and public health professionals. Stereo Optical was
incorporated into Essilor Instruments, whose European testing-
equipment business is a perfect complement to Stereo
Optical's business in North America.

o Acquisition of three prescription laboratories in Phoenix
and Tucson, Arizona, and Denver, Colorado, long-standing
distributors of the Varilux® and Crizal® brands.

o Start-up of VisionWeb, the Internet platform where Essilor is a
founding partner after a two-year test. More than 3,000 eye
care professionals have already signed up.

©2003: acquisition of Specialty Lens Corp (SLC) in Salt Lake
City, Utah. SLC designs and produces polarized prescription
solar lenses that eliminate dazzle and glare on flat surfaces
such as water and snow. This market segment is enjoying fast
growth worldwide.

Varilux® Panamic®
new advertising
campaign



Essilor in 2002

Sales

€ million

2,138
+3.3%

Organic growth: +7%

Currency effects: -4.6%

Change in scope of
2000 2001 2002 consolidation: +0.9%

New product launches and the development of
high index, polycarbonate, anti-reflective, and
progressive lenses have been crucial factors in sales
growth. These developments have enhanced the
value of the product mix as well.

Europe

45.50/0 North America

= Key figures

2.6% 6.5%

45.49

2002 sales by market

Essilor’s excellent results in 2002 demonstrate,
once again, the validity of our strategy, which Operating income
is enhancing our position in ophthalmic and net income
optics around the world. Essilor has increased € million

market share thanks to its focus on high-tech
lenses and the breadth of its product lineup.




Illustration from the advertising
campaign for the launch
of Varilux® Crizal® in Brazil

North America

+5.6%

il

Europe

+ /5%

Operating margin

2,138 /| +3.3%
2,070
1,978
15.9%
15%
13.9%
2000 2001 2002

[ Sales (€ million)
Operating margin (% of sales)

In 2002, Essilor's operating margin hit a record high of
15.9%, exceeding the initial target. This new increase
is due to the enhanced value of the product mix, further
company-wide productivity gains, and improved
profitability in individual regions.

Latin America

+12%

Asia-Pacific

+10.59%

2002 sales growth by market (like-for-like)

Cash flow
335
273 286
13.8% 13.8% 15.7% |
2000 2001 2002
Cash flow ™ € million % of sales

In 2002, cash flow rose 17.1%, enabling Essilor to
finance its plant and equipment investments and its
acquisitions, as well as reduce its debt.

Net debt € million

466
321
449, 16
27% 3 ;
13%
2000 2001 2002

[ Net debt

Net debt / Equity

Essilor's debt was divided by nearly three between
end-2000 and end-2002. The company's financial

position is very strong.

+17.1%

1 -49.29%

Net earnings per share
and net dividend per share

in€
1.82 /[ +27.3%
1.43
1.29
0.50 |+229
0.39 0.41 o
2000 2001 2002

I Net earnings per share*
Net dividend per share”
* Adjusted for 10-for-1 stock split in 2001

Between end-2000 and end-2002, net earnings per
share grew 419%, the net dividend 28.2%.



Essilor in 2002
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Essilor shareholders

Most of Essilor’ stock is owned by the public. However, the
company also has a strong tradition of employee shareholding,
which dates from its foundation. Employees are the single
largest shareholder group in terms of the number of shares
and number of votes (149%), as double voting rights are
attributed to all fully paid-up shares registered in the name of
the same holder for at least two years.

Our end of January 2003 survey on bearer shares found
that non-French-resident institutional investors account
for 54.7% of total public shareholders - a sign of the strong
internationalization of Essilor share ownership. French
institutional investors own 23% of Essilor shares, and
individual investors 13%.

Shareholder
information

Treasury stock

1.4

Employee

shareholders Public
1.9% 90.7%

Share ownership at December 31, 2002

In € 2000 2001 2002
High 34.78 35.80 45.57
Low 23.00 25.00 31.20
Close (December 31) 34.75 33.95 39.25
Number of shares outstanding 106,113,620 101,075,891 102,683,613
(December 31)

Market capitalization (million)* 3,667 3,417 3,975*
Dividend per share 0.39 0.41 0.50
Total remuneration per share 0.58 0.61 0.75
(dividend + French tax credit)

Dividend/Net earnings (December 31) 1.67 1.79 1.91

Crizal® advertising campaign - U.S.

*1n 2002, on the basis of market capitalization, Essilor ranked 45t in the SBF 120 index and 72nd in the Euronext 100 index.

Share data

Par value: €0.35

Market listing: Euronext in Paris
Euroclear code: 12166

ISIN code: FR 0000121667

Reuters code: ESSL.PA
Bloomberg code: EF FP




Employee shareholding -
at Essilor: a founding principle 4
Employee shareholding is channeled through Valoptec, an .

association set up in 1972, when Essilor was formed from
the merger between Essel and Silor. At the time, Valoptec

consolidated the shareholdings of all the managers in the i r ez
new firm and owned 50% of its capital. Further moves to "*..:‘* URHERY s
expand employee shareholdings came in 1979 with the |

opening of employee share ownership plans in the French 2]
business units, in the early 1980s with the opening of EIE]
Valoptec to employees in the rest of the world, and in $¢-

1997, with the start of an employee stock ownership plan — m
in the U.S.

The Valoptec Association is run by an international Board

of Directors. The fund’'s two annual meetings enable

employee shareholders to play an active part in Essilor ™ o g Uy )
operations, decisions, and long-term strategy. The Valoptec
Association takes part in key corporate decisions through the
presence of three of its directors on the Essilor Board of
Directors. The fund is a concrete illustration of our corporate
culture based on human values and the individual
entrepreneurial spirit of each employee.

In China, Shanghai bus advertising for Stylis®

Essilor share, three-year performance

Between January 2000 and December 2002, Essilor shares gained 27% whereas the Paris Stock Exchange fell nearly 50%.
In 2002 in particular, Essilor was one of the few listed shares to resist the highly adverse market conditions, thanks to its defensive-
stock status. The share price rose almost 16%, in contrast to the 32% loss of the SBF index.

Share price (in €)
50

10
2000

e ESSIIOF ShAME e SBF 120 index®

*Index base: adjusted Essilor share price







More than 50% of the world population
needs eyesight correction

Number of Essilor lenses R&D Number of lens combinations
produced in 2002 expenditures for presbyopes
(million) (% of sales) (billion)
[ Y Y Y I |
15

A byword for progressive lenses since
1959. The fifth-generation Varilux® -
for presbyopes, Varilux® Panamic®, e High technology. A familiar name
was released in 2000. It offers total vision to consumers for its photography know-
freedom, record accommodation speed, . § w, Nikon also offers a complete
and wider panoramic vision. ! /range of high-tech lenses that are thinner
‘ ) ” and more transparent.

.

/ S .
/ ®
Polycarbonate lenses. Polycarbonate L VA l LUX /
is a material that exhibits excellent ——
shock resistance. Very light and very ! T~
thin. Blocks UVA and UVB/rays. S

Scratch-proof thanks to its outstanding

hardening coat. Offers unmatched ; ® .
transparency with Crizal®. l r We F*—

Variable-tint lenses. The lens adjusts
to the intensity/o,f—’f@ht by darkening
outdoors-and lightening indoors.
l The fourth-generation Transitions®
Three-in-one system combines features a higher aqivation
| . rate of up to 70% in 30 seconds.
smudge-proofing,
scratch-proofing, and anti-
flective treatment.
The market ben
for lens treatments.




Varilux® advertising
campaign in Spain i@ B I B B @@ & 8 & |aentimisntan?
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Consumers expect from their lenses: M ate I'i a IS
Comfort provided by lightness, transparency,

and Vlélon quality. ] Lens materials fall into two categories: glass and plastic (organic).
Esthetic enhancement thanks to thinness, Plastic lenses are subdivided into two groups: thermosetting
flatness, and transparency. plastics and thermoplastics (polycarbonate).

Shock resistance and UV protection. o ) _
Benefits: lightness, thinness, transparency, shock resistance,

i ; P UV protection.
These benefits are obtained by combining protection

the three dimensions of a lens: material Material Refraction Essilor name
quality, design quality, and treatment quality. index

Glass 1.5-1.9 Stigmal®

Plastic 15 Orma®

Low and medium

indexes 1.56 Ormex®

Polycarbonate 1.59 Airwear®

Plastic 1.6 Thin & Lite® 1.6

High and very high 1.67 Stylis®, Thin & Lite® 1.67

indexes 1.74 NL X AS

* The refraction index measures the angle of deviation of light as it travels
through the material. The higher the index, the wider the angle. As a result, for a
given correction, it is possible to make a thinner lens with a higher index material.



Design

The design or surface imparts the optical correction to the material. Given the infinite number of eyesight
corrections, the number of designs is almost infinite.

Benefits: sharpness of vision.

Designs Description Correction Essilor or
associated brands
Unifocal or Identical correction regardless of vision distance. Myopia
single vision lens Hypermetropia
Astigmatism
Bifocal lens The lens has two separate correction areas. Presbyopia

A segment of the lower half corrects for near vision;
the rest of the lens corrects for distance vision.

Progressive lens  The power varies in a progression from distance vision Presbyopia Varilux®
in the upper part of the lens to near vision in the lower part, Nikon® Presio i
with no break in optical continuity. A single pair of glasses Evolis®/Ovation®

enables the user to see at all distances. The most effective
correction for presbyopia.

Advertising
Beauty Eyes® campaign for the

tinted lenses launch of Airmark®
Crizal® in Canada

Treatments

Treatments are integrated into the front and back of the lens to enhance visual comfort and lens protection.

Benefits: improved durability, easy maintenance, visual comfort, eye protection, reduced eyestrain.

Treatment Description Essilor Names/Brands
Anti-reflective Thin integrated layer that eliminates light reflections on lenses. Crizal®

Improves esthetics as well as sharpness of vision (night vision) Trio®

and contrast sensitivity. RFNP®
Scratch-proofing  Hardening coat that protects lens against scratches. Supra®

Orma® Junior

Smudge-proofing  Water-repellent top coat that prevents dirt deposits Alizé®
on the lens and makes it easier to clean.

Photochromism  In-depth treatment that enables lens to darken Transitions®
in brighter light and becomes clear in shade.

UV protection Treatment that provides greater eye protection from UVA and UVB rays, (5)7¢
which are harmful for the crystalline lens, retina, and other parts of the eye. ~ UV-max

Polarization Lens that incorporates a filter that removes glare and dazzle caused
by light reflections on flat surfaces (water, roads, snow).

Tinting Tinted lens for esthetic effect and for reducing sun glare. Beauty Eyes®
PhysioTints®



The market by volume

Characteristics:

¢ 800-850 million lenses per year

e €7-8 billion in sales

o estimated annual growth: 1-2%

o lens replacement frequency: 2-3 years

Of the world's over 6 billion inhabitants, an estimated 4 billion or
so need eyesight correction. At present, however, only 22% of the
world population has access to correction. The most advanced
region is North America. Two other regions, Asia and Latin America,
are closing the gap and should thus offer the brightest prospects
for medium-term growth.

3509,
199% 15.5% 16%

Potential market-volume growth

m Total population per region

. . O Eyesight correction needs
Lenses with high value-added content 0 Corrective lenses wearers

account for a growing share of the ophthalmic
lens market. This market structure is beneficial
to Essilor, which has long concentrated on
these lens segments and has won commanding
positions in them.

Lentes Stylls

Agar,
recnodpgia ram estilo,

Stylis® advertising
campaign in Brazil




The market by value
Expanding segments

Not all optical lens markets are growing at the same pace. Total market value is rising by about 3-4% a year, but the fastest growth
is expected in polycarbonate lenses and high index lenses. Essilor is the market leader in the first group and - thanks to its
partnership with Nikon — in the second. Growth projections are also high for progressive, anti-reflective, and photochromic

lenses. Essilor is number one in all three categories.

Materials: polycarbonate and high index

The substitution of plastic lenses for glass lenses is an inexorable
trend that Essilor has largely anticipated. Glass lenses are on the
verge of disappearing in the most developed countries, including
the U.S., Japan, the UK., and France where they account for less
than 20% of the total. A related development is the expanding
market share of polycarbonate and high index materials, whose
average annual growth rate is estimated at more than 10%.

Lens market breakdown by material (in volume terms)
Glass lenses

36% B

Plastic lenses, medium-
high indexes and
polycarbonate

22%

Plastic lenses,
1.5 index

420

Treatments: anti-reflection

The world market share of anti-reflective lenses averages
349%. However, this figure conceals sharp disparities between
countries. The leader is Japan, where nearly all lenses are sold
with anti-reflective treatment. A sure source of value added,
anti-reflective treatment is on a fast growth track, most notably
in the U.S. where its market share is expanding every year.
The future annual world growth rate for anti-reflective lenses

is estimated at over 8%.
) ) Japan
Anti-reflective lenses 989%

as share of total lenses

Asia-
Pacific
Western
Europe 55%
[0)
Canada 45%
Latin United 33%

America States

under 10% 17% l

Design: progressive lenses

Presbyopia can be corrected with different types of lenses,
including single vision and bi/trifocals, but the most effective
is the progressive lens. With an average annual growth rate of
about 8%, progressives have already captured a 42% share of
the multifocal lens market (bi/trifocals + progressives). Most
significantly, they are gaining ground on bi/trifocals, whose share
is in steady decline.

Progressive lenses as % of multifocal lenses

I ———mi—mmmmh’h”- 95 oo

I ATRTRAATR AR ATATATRAAAAD™ 70 <70
A 55 o7
AR 24 o1
[ NN 37 o
Y 24

Beauty Eyes® tinted lenses



Market dynamics

The organization of the world ophthalmic lens market

Production of raw
materials

Series-produced lenses

Prescription lenses

Edging, mounting

Retail distribution

|

Chemical and
glass producers

Manufacturers of finished
and semi-finished lenses

Essilor

Manufacturers of finished

and semifinished lenses with
integrated finishing laboratories

/

Essilor :
' Independent
) laboratories

Integrated chain
stores with
laboratories

Retailers without \

finishing laboratories

Consumer




Essilor operations and organization

Finished lenses Semi-finished lenses
e Lenses to correct myopia and hypermetropia o Lenses to correct presbyopia
(single vision) (progressives, bi/trifocals)
e Lenses to correct astigmatism e Lenses to correct astigmatism
o Finishing of both sides of the lens and additional \_ e The front side is entirely finished at the plant;

Plants

treatments (anti-reflective, variable tint, etc.) o Mass production of finished and \\ back finishing and treatments are performed
are performed at the plant semi-finished lenses i in a laboratory
o : |
| I I I I I B | .180m|l|10nlenseS|n2002 I I I I I |
\ 2 major methods: casting /

‘ (thermosetting lenses) and injection /
\ (thermoplastic lenses)
\ Priorities /
\ Competitiveness and mastering the
logistics of small production runs.

\

Logistics | Laboratories

\:\ - /
N

Distribution centers

o Acceptance of finished and semi- » Customized lens surfacing
finished lenses and forwarding to and finishing

distribution subsidiaries and laboratories P e 180,000 lenses a day in 2002

e 12 Essilor centers worldwide: Asia (6), 7 o Methods: surfacing the back of
Europe (2), North America (2), / a semi-finished lens to the wearer's

Latin America (2) Retall stores \ correction specifications and/or

\‘ adding treatments (smudge-

Priorities « 200,000 points of sale around the world | ! _ ; ;
Service to vision professionals via |« Independent opticians and optometrists, / prooﬂng, anti-reflective, variable
management of global lens flows \ ophthalmologists, cooperatives, optical chain tint, etc.)

(planning, production, and shipping). | stores, central purchasing offices. / Priorities

J' Quality, service, and speed.



The human values we share

One of the values that have forged Essilor's positive reputation
as an employer around the world is our abiding belief in
our employees as the key to our success. Essilor's human
commitment is reflected in our pursuit of strong, steady progress
that fosters individual responsibility and relies on personal
development potential. We express this commitment in tangible
form through our expenditures on training. We see this as a
vital necessity for the ongoing improvement of our corporate
performance through the continuous enhancement of employee
skills and competencies.

In all the countries where Essilor operates, we make sure that our
subsidiaries comply with the fundamental conventions of the
International Labor Organization, in particular those concerning
the freedom of association and the recognition of the right to
collective bargaining, the abolition of all forms of forced labor, the

1N I |
Workforce by geographic area
Other European countries Latin America/Asia
17% = 240
22

North America

399,

France

\ 20%

elimination of child labor, and the elimination of workplace and
occupational discrimination.

Essilor operations foster regional development and improve local
living conditions. We listen to and dialogue with our employees
so we can identify their key concerns. This enables us to
implement agreements and action plans tailored to the specific
local context such as:
Partial financing of transportation expenses by the company.
Subsidized company restaurants in most of our business units.
Special attention to drinking water and general hygiene issues.
Presence of occupational medicine services, infirmaries or
healthcare units.
Provision of adequate insurance coverage.
Safety training (OHSAS 18001 certification obtained in China
in 2002).
Steady increase (significant in certain countries) in women in
the workforce thanks to successful programs to foster gradual
shifts in local attitudes.
Sponsorship and funding of local sports activities.
Organization of various social activities to celebrate specific events.




In the less developed countries, Essilor's drive to help persons
with disabilities enter the workplace is often hampered by the
lack of suitable channels for hiring potential applicants.
Nevertheless, in 2002, Essilor added several dozen people with
disabilities to its existing local workforces.

For Essilor, safety in the workplace is a priority that expresses
our values regarding respect for individuals and risk prevention
for all employees in all countries. Therefore, every security
procedure adopted for a process (or machine) at one of our
facilities is adopted in identical form for all similar processes
(or machines) in the rest of the world.

Consolidating our environmental protection
programs

Very early on, Essilor voluntarily undertook to determine the exact
potential or actual impact — however slight — of its operations on
the environment.

Our main priorities in this area are to reduce energy and water
consumption, improve waste management and recovery,
pursue our steady efforts to cut gas emissions and, of course,
continue our environmental communication and education
programs for our workforce.

As part of our ISO 14001 certification drive, we are curtailing the
impact of our business on biological equilibrium, natural habitats,
and protected animal and plant species in situations where
environmental analysis has revealed the existence of a risk,
however small. Despite the minimal probability of occurrence,
in addition, every Essilor facility has drawn up contingency plans
to cope with pollution accidents. Two new locations in France,
Dijon and Sézanne, have won ISO 14001 certification.

In 2002, Essilor published a “Project Hygiene, Safety and
Environment Guide” that spells out basic principles such as
prevention and control of industrial hazards and pollution.
Essilor maintains a central Hygiene, Safety, and Environment
Department with a worldwide network of local correspondents.
All facilities are audited at least once a year.
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€ thousand

2002 2001 2000
Sales 2,138,269 2,070,379 1,978,418
Production transferred to inventory 41,065 390 10,613
Production of assets for own use 37,458 22,286 31,102
PRODUCTION 2,216,792 2,093,055 2,020,133
Purchases of materials and change
in inventory 466,234 425,321 419,418
Other purchases 502,144 470,391 480,790
ADDED VALUE 1,248,414 1,197,343 1,119,925
Taxes, other than income tax 35,127 41,425 32,448
Personnel expenses 738,175 723,213 698,198
GROSS OPERATING INCOME 475,112 432,705 389,279
Depreciation, amortization and provisions, net (127,515) (117597)  (109,306)
Other income (expenses), net (7,015) (4,509) (5,903)
OPERATING INCOME 340,582 310,599 274,070
NET INTEREST EXPENSE (36,670) (48298)  (41,296)
NON-OPERATING EXPENSE, NET (26,183) (29,007) (9,489)
PRE-TAX INCOME AFTER
NON-OPERATING ITEMS 277,729 233,294 223,285
Corporate income tax 78,289 69,218 62,464
NET INCOME OF FULLY CONSOLIDATED
COMPANIES 199,440 164,076 160,821
Net income of companies accounted
for by the equity method 6,637 2,647 3,735
Amortization of goodwill 23,670 23,927 28,450
Minority interests 54 220 666
NET INCOME 182,353 142,576 135,440




ASSETS € thousand

2002 2001 2000
Intangible assets 124,667 132,389 120,829
Goodwill 292,008 356,767 399,447
Property, plant and equipment 526,626 572,026 572,184
FIXED ASSETS, NET 943,301 1,061,182 1,092,460
Investments in companies accounted
for by the equity method 94,616 77315 67,207
Other long-term investments 50,176 60,328 44,623
OTHER NON-CURRENT ASSETS 144,792 137,643 111,830
Inventories and work in progress 325,239 348,386 351,273
Advance payments to suppliers 8,250 10,135 7,551
Operating receivables 395,735 399,795 374,759
Deferred tax assets 43,515 54,893 51,106
Other receivables 26,830 27204 10,406
Capital subscribed, called, unpaid 2,225
Marketable securities 189,483 22,131 53,720
Cash 62,978 73,987 58,115
Prepayments and other assets 13,955 11,377 14,607
CURRENT ASSETS 1,065,985 947908 923,762
Deferred charges 3,712 2,665 2,827
TOTAL ASSETS 2,157,790 2,149,398 2,130,878




LIABILITIES AND SHAREHOLDERS' EQUITY € thousand

2002 2001 2000
Capital stock 35,939 35,377 32,399
Additional paid-in capital 189,674 149,888 308,119
Reserves 892,486 795,895 703,078
Treasury stock (45,212) (27498)  (204,961)
Cumulative translation adjustment (42,817) 111,127 72,764
Net income 182,353 142,576 135,441
SHAREHOLDERS' EQUITY 1,212,423 1,207,365 1,046,840
Minority interests 1,728 1,724 773
Minority interests in income 54 220 666
TOTAL SHAREHOLDERS' EQUITY
AND MINORITY INTERESTS 1,214,205 1,209,309 1,048,279
Provisions for pensions and other
post-retirement benefits 53,386 49,190 45,338
Provisions for contingencies and charges 40,166 30,195 31,218
TOTAL PROVISIONS 93,552 79,385 76,556
Essilor is the sole source for all
Borrowings 415,551 417421 578,114 information in this document.
Advances and deposits received from customers 3,523 3,484 4,016 All financial and legal information
Operating liabilities 397,044 395,344 357611 for Essilor shareholders can be
Miscellaneous liabilities 31,247 42,245 64,182 found in the reference document
Deferred income 2,668 2,210 2,124 filed with the Commission des
Opérations de Bourse, which is
TOTAL LIABILITIES 850,033 860,704 1,006,047 available on request at our head

office or can be downloaded from
our www.essilor.com website.

TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY 2,157,790 2,149,398 2,130,882
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Message from the Chairman/Chief Executive Officer

and the Chief Operating Officer

After the successes of 2001, 2002 was a very good year for Essilor, which broke its records for sales,
profits, and market share. But all these achievements fit into a very long-term pattern, and that is surely the
most important point. Annual growth in net earnings per share — the key performance indicator — has been rising
steadily, from 8.8% per year in the past fifteen years to 23.7% per year in the past ten.

Our results in 2002 were the fruit of both our long-term strategies and our daily initiatives. If 2002 was a record
year for us, it's because we met all our challenges — and also because all the Essilor people, whatever their
positions or responsibilities, have contributed effectively to the progress and prosperity of the entire enterprise.
Everything went well and, most unusually, all the challenges we set for ourselves were met at the same time —
as shown by the launches of new generations of Transitions™ photochromic lenses and progressive lenses.

Beyond these successes, the improvement in our operating income, year after year, reflects our steady,

far-reaching efforts. The profitability of our U.S. operations converged toward the consolidated average, driving

up our overall performance. Europe did better than expected despite more aggressive competition. Thanks to

Japan — where our partnership with Nikon is yielding results — and Australia, the Asia-Pacific region is contributing

to present profits while offering substantial growth potential for the future. Latin America has performed
- satisfactorily amid adverse business conditions.

A single business, powered by comprehensive expertise and global reach
The successes of 2002 have, once again, validated Essilor's approach: a clear strategy,
focused on continuity and the long term. Our core principle is to concentrate on a
single business — ophthalmic lenses — and specifically on lenses with the highest
technological components built in. That's why our abiding priority remains research.
We spend more on research in absolute terms and as a percentage of revenues than
our competitors, and our results in 2002 demonstrate the wisdom of this choice.
While we've chosen to engage in a single business, our strategy also consists in broadening
our operations to the entire world. Essilor is the global leader, and we want to enhance
this competitive advantage, most notably by improving our positions in geographic areas
where we're not yet number one. We have the will and the financial resources
to resume a more active acquisition policy that will augment our technical
capabilities and, most importantly, our global reach.

“At Essilor, we put the Strong long-term growth potential in Asia
Philippe Alfroid customer at the heart The joint venture set up in South Korea exemplifies this acquisition and
Chief Operating Officer of our business. We work partnership strategy in several ways. First, it will enable us to gain substantial

hard to find out what
our customers really

market share in the last major country where we did not have a presence.
At the same time, we are opening a second sales channel into China. Third,
Essilor is harnessing the talents of a brilliant, hard-working team that will
contribute to our growing internationalization, particularly in Asia.

want and to anticipate
their needs.”



We see Asia as an extremely promising growth region for two main reasons: it has a dense population overall in
which the percentage of corrective lens users is still small, and in China and India there are nearly 150 million people
with sufficient income to become customers for our high-tech lenses.

What use is our leadership position if it doesn’t bring us even closer to our customers?

At Essilor, we put the customer at the heart of our business. We work hard to find out what our customers really want
and to anticipate their needs. That's precisely the philosophy of our R&D team, whose Physiological Optics Department
studies product ergonomics and user behavior. No other company in our industry has a comparable facility.

Because modern ophthalmic lenses have such advanced technological components built in, this customer-oriented
approach would not be possible if it were not underpinned by a privileged partnership with eye care professionals.
Opticians, optometrists, and ophthalmologists are essential intermediaries for explaining the specific features and
advantages of our lenses to the public.

Corporate governance and sustainable development
Our culture is based on continuity, steady progress and cooperation, so we have naturally subscribed to the
principles of corporate governance and sustainable development. We are committed to providing continuous,
clear information to all our constituencies. Our Board of Directors, which is extensively involved in defining and
implementing Essilor strategy, comprises a majority of independent members.

Essilor has always practiced sustainable growth, well before the term was coined. There's
a simple reason for this: having set out to make high-quality products, we've long been
applying certification procedures at our production facilities. Also, we learned years ago how
to conserve inputs at our Asian plants, in areas where energy and water are scarce
commaodities. The entire company has benefited from these experiences.

We have appointed a Director with special responsibility in this field. His task will be to
ensure that, in all the countries where Essilor operates, our corporate behavior is compatible
with our values regarding respect for individuals and personal empowerment. The Director
will formalize this approach as a vital, integral part of our business culture.

Culture and human capital
As every year, we would like to reassert that one of our greatest sources of

pride is to see all Essilor people achieving progress both as individuals and as “The core principle of our
a group. We have a long-standing commitment to a dynamic human-resources strategy is to concentrate
policy based on individual skills, personal performance, and capability for on a single business
teamwork, and this policy will continue to be implemented through exchanges - ophthalmic lenses ~
between our teams around the world. We firmly believe that blending and specifically on lenses

with the highest technological
components built-in.”

nationalities is one of the keys to Essilor's success, and that our people and
our culture are ultimately our strongest assets for facing the future.

Xavier Fontanet
Chairman and
Chief Executive Officer

Xavier Fontanet Philippe Alfroid

el e
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2002 overview

€ million 2002 2001

Sales 2,138.3 | 20704 | +3.3%
Operating income 340.6 | 3106 +9.7%
Pre-tax income after

non-operating items 2777 2333 | +19.0%
Net income 182.4 1426 | +27.9%
Earnings per share

(in€) 1.82 143 | +273%
Cash flow 3354 2864 | +17.1%

Essilor's excellent 2002 results pay further testimony to
the quality of the company's strategic vision. Thanks to
its positioning in high technology lenses and its broad
product offering, Essilor captured additional market share
in all of its geographic regions, strengthening its global
leadership in ophthalmic optical products.

ESSILOR’S POSITION IN THE OPTICAL
MARKETS

As was the case in prior years, market growth was driven
by demand for high value-added lenses, the segment
that has been at the heart of Essilor's strategy for many
years. The five product categories in the greatest demand
—and also those that are the most heavily represented in
Essilor's product portfolio — were:

e progressive lenses, marketed by Essilor under the well-
known Varilux” brand

o Anti-reflective lenses, marketed by Essilor primarily under
the Crizal® brand

o High index lenses, including Essilor's Stylis® brand

e Polycarbonate lenses, marketed by Essilor under the
Airwear” brand

e Photochromic variable-tint lenses, marketed by Essilor
under the Transitions® brand.

By combining these various techniques to create
premium products, Essilor has steadily shifted its
product mix towards increasingly high value-added
lenses. In addition to offering improved close-up and
distance vision, these lenses are light, scratch-proof and
unbreakable, glare-proof, anti-reflective and easy to clean.
They are also slimmer, allowing eyeglass wearers a
wider choice in terms of frames. These qualities explain
their success among eyeglass wearers the world over,
boosting Essilor's lens sales from 162 million units in
2001 to 170 million in 2002.

CONSOLIDATED SALES

Consolidated sales rose 7% on a comparable basis to
€2,138.3 million, significantly outpacing growth in the
global ophthalmic products market.

Based on published figures, the increase was 3.3%, after
taking into account the 4.6 point negative currency effect
due to the weak dollar, yen and Brazilian real. Changes in
structure — mainly corresponding to the consolidation of
Dollond & Aitchison laboratories in the United Kingdom —
had a 0.9 point positive effect.

Key factors driving sales growth and enhancing the prod-
uct mix were the launch of new products and the devel-
opment of high index, polycarbonate, anti-reflective and
progressive lenses.

NEW PRODUCTS

New product launches concerned ophthalmic lenses
which currently account for 95% of sales.

€ million 2002 2001 2000

Corrective lenses and
lens-related products ~ 2,020.3 | 1,961.1 | 1,828.3

Other products* 118.0  109.3 150.1
2,138.3 | 2,070.4 | 1,978.4

*2000: other products = instruments and contact lenses
*2001 and 2002: other products = mainly lens-preparation instruments

e In early 2002, Essilor launched its latest range of
Transitions® photochromic lenses, Transitions® Next
Generation. These fourth-generation variable-tint lenses
provide further improvement in light transmission in the
clear and dark states of the lens, contributing to the sharp
rise in the company’s photochromic lens sales in 2002.

e 2002 also saw the launch of Crizal® Alizé™, a new anti-
reflective lens with a highly effective anti-smudge coating.

e Two other lenses unveiled in 2001 made a very signif-
icant contribution to overall sales growth in 2002. The
first was the Evolis” range of progressive lenses (sold in
North America under the Ovation® brand) marketed by
BBGR, Essilor's second largest network. Demand for these
lenses is growing rapidly, especially among clients of
optical chains. The second was the 1.67 ultra-high index
lens (Stylis” or Thin & Lite™). This material is now offered
by the company for all types of lenses (unifocal or single
vision and bifocal) and in all geographic regions, helping
Essilor to capture market share in the high index lens
segment.
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SALES PERFORMANCE IN THE COMPANY’S
MAIN GEOGRAPHIC MARKETS

Comparable sales increased in all of the company’s geo-
graphic markets.

Sales by geographic area

6.5%

Asia-Pacific

2.6%

Latin America and other

45.5%

Europe

45.4%

North America

In Europe, sales climbed 7.5%.

In a difficult optical lens market, Essilor reaped the ben-
efits of its successful product launches and its strategy of
maintaining parallel sales networks. In France, for exam-
ple, the company significantly expanded its positions
thanks to the momentum provided by the Essilor, BBGR
and Nikon networks, as well as the launch of new
progressive lenses (Evolis®) and high index lenses
(Stylis®). A drive was also made to boost sales of anti-
reflective lenses which account for only 32% of total
sales in France.

Similarly, in the United Kingdom sales growth was
boosted by a highly favorable shift in the product mix and
by the contribution of the BBGR network, which acquired
the Dollond & Aitchison (D&A) laboratories in 2001. The
progress made in improving product and service quality
ensured that D&A met the performance targets set at the
time of its acquisition.

Elsewhere in Europe, sales grew at a satisfactory rate in
Italy and Austria. Operations in Eastern Europe (includ-
ing consolidated and non-consolidated subsidiaries) con-
tinued to perform well, keeping up the pattern of around
20% annual sales growth established in recent years.
Essilor has laid the foundations for sustained profitable
growth in this region. In the highly competitive German,
Spanish, Portuguese and Dutch markets, Essilor held onto
or made modest gains in market share.

At the laboratories, the company maintained its drive to
improve productivity. The laboratory network is regularly
converted in order to focus production of new products
and materials in countries with the most competitive labor
costs, while continuing to offer eye care professionals
the highest standard of service. As part of this policy, a
laboratory was opened in Poland to meet the needs of the
local market and also to serve other European countries.
At the same time, small laboratories were closed in other
countries, including Belgium and Turkey, and laboratories
increasingly serve international markets, leveraging
improvements in transport and logistics systems. In
Portugal, for example, a growing proportion of output is
shipped to other European countries.

In North America, Essilor sales expanded 5.6%.

In both the United States and Canada, market growth
was mainly revenue rather than volume-driven. Essilor
further increased its market share, thanks to higher
polycarbonate lens sales and the success of Transitions”
Next Generation, Ovation® and Crizal®. Demand for anti-
reflective treatments grew considerably in the United
States, which had so far lagged behind most European
countries and Japan, and Essilor's Crizal” lens is viewed as
the benchmark product in the anti-reflective market.
During the year, partnerships were established with
laboratories that are independent distributors of Varilux®
lenses, mainly in the form of license agreements for the
Crizal® technology.

Reorganization of production operations and the labora-
tories continued throughout the year, and support services
— marketing, finance and IT operations — were brought
under one roof in Dallas, Te