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“We’re too easily surprised by what we see only rarely and
not surprised enough by what we see every day.” This quote
from Madame de Genlis (1746-1830) accurately sums up how
we respond to innovation. Most people think that innovation
is reserved exclusively for an elite, a process that takes place
in research laboratories where astounding new products are
developed.
In fact, innovation is everywhere. It begins with taking a new
view of our practices, ideas and methods. It is nurtured by
challenging problems that it transforms into major opportunities for development or into incremental changes for the
better. It is supported by teams, who broaden its scope with
their skills and know-how.
Like every year, 2006 was a year of innovation for Essilor,
in all aspects of the business–from production to distribution, from training to management, and from new skills
deployment to corporate citizenship initiatives. This report
provides “unexpected views” of some of those innovations.
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Profile

To preserve and correct
the eyesight of people around
the world. For Essilor, the world
leader in ophthalmic optics, this
is the daunting, far-reaching
challenge that faces each
of its 30,000 employees every day
and requires them to understand
and embrace the same long-term
vision. Over the years, our strategy
has been built on two main
foundations. One is to create new
products, with improvements from
one generation of lens to the next
that consumers can see and feel.
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The other is to make them available
to eyecare professionals
and wearers around the world,
from the West where we began,
to the East where we are
expanding, while delivering
the same outstanding quality
and service in both developed
and developing markets.
By pursuing this strategy,
we are striving to improve every
day, with the goal of becoming
a truly multicultural, global
enterprise.

Across the world,
when eyes speak we understand.
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“Essilor’s worldwide success
is driven by a Company-wide culture of innovation”
2006 was yet another record-setting year. In a favorable global environment for the ophthalmic lens industry, Essilor reported increases of 11% in revenue and 14% in net profit. Organic growth was an exceptionally
high 8.1%, far superior to the market average, reflecting strong demand for our products, notably the
Varilux Physio, a true worldwide success. Growth extended across all continents. North America once again
enjoyed strong demand, Europe saw a return to sustained growth, Asia and Latin America continued their
upward trend, and emerging countries, with their double-digit growth, began to have a significant impact at
Company level on volume and value.
This performance reflects the strength of our growth model, which is based on innovation, international
expansion, customer service and employee dedication.
A culture of innovation
At Essilor, innovation is evident first in the number of new products, which increases every year, as well as
in the number of patents filed, which is also constantly rising. Innovation can also be seen in the global
success of Varilux Physio. In addition to the technical achievement of rolling out the lens on all continents and
in all materials in six months–a very short time for such an important product–Varilux Physio also
represents a major step forward. Its design delivers vision quality that has been universally acclaimed, while
its use of new digital surfacing technology, opens the door to a host of new possibilities.
This high-performance lens has enabled Essilor to increase its lead over the competition. In 2007, we will
continue to deploy Varilux Physio. We are also launching a new-generation progressive lens for the second
distribution network and our leading global customers, as well as a new antistatic lens.
We are well aware that maintaining our worldwide leadership depends on our ability to create. The
implementation of our World Class Innovation project will enable us to make further advances on this front.
This project, in which our R&D teams are actively involved, is already helping us to better understand the
scientific breakthroughs that will lead to the lenses of the future.
Highly targeted acquisitions
While the product represents one facet of our strategy, service represents another. Our commitment to service
is reflected in acquisitions, which enable Essilor to extend its sales network. From this standpoint, 2006 was a
very productive year, as we signed 22 new partnerships around the world. Conducted at an average rate of one
company every three weeks, these acquisitions constitute a source of future earnings for the Company. Successfully integrating these companies and their employees into the organization is crucial to our development and
we are paying very close attention to this matter.
In this respect, the year’s biggest accomplishment was the integration into our US networks of the Definity
range of progressive lenses, acquired in second-half 2005. Thanks to the dedication of our technical and sales
teams, we have successfully added these lenses to our product portfolio.

Philippe Alfroid
Chief Operating
Officer

Xavier Fontanet
Chairman and Chief
Executive Officer

Enhancing service provision
A manufacturing company that sells its lenses to prescription laboratories and eyecare professionals,
Essilor is constantly improving the quality of its customer service. In all aspects of our operations, we are
focused on expanding the offering, in terms of products and techniques, and on responding to the
wide-ranging needs of our customers. That is why, in 2006 we pursued projects designed to improve
efficiency across the organization, from engineering and production to information systems and logistics.
We know that if today Essilor is the world leader in ophthalmic lenses, it is because of the loyalty of our
customers around the world. Leadership is both a challenge and a day-to-day responsibility, and we want
to assure our customers that we will take every step to continue providing them with products and service
that are always more closely aligned with their expectations.
We would like to conclude with a word about 2007. We intend to pursue our strategic focus on value-added
products and an ever-expanding international network. With the support of all members of the Essilor team,
we have begun the new year with confidence and are ready to face the unexpected. We firmly believe that 2007
will be yet another year of growth for Essilor.
Xavier Fontanet
Chairman and Chief Executive Officer

Philippe Alfroid
Chief Operating Officer
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Financial Highlights
2006 revenue and organic growth in revenue by region
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In € millions

233
up 8.7%
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up 10.4%
Latin
America

Organic growth in revenue, 2002-2006

2006 revenue by region
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*Growth in 2005 is not directly comparable to 2004 because of the changeover to IFRS.

Capital expenditure*

Financial investments*
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Revenue

Gross margin and operating expenses

In € millions

As a % of revenue

Gross Margin
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Contribution from operations(1)

Operating profit

Net profit(2)

In € millions
and as a % of revenue

In € millions
and as a % of revenue

In € millions
and as a % of revenue
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.. ..... 482
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....
......

up 14.6%

15.4%

420

2004 2005 2006

11.8%

328 up 14.3%

up 16.8%
287

394

357

12.2%

........
........

17.1%

339

244

2004 2005 2006

2004 2005 2006

(1) Operating profit before share-based payments, restructuring costs and other expenses, and goodwill impairment.
(2) Net profit for the period attributable to equity holders of Essilor International.

Employees by region

●●●●●●●●●●●●●

9,629
32.9%

9,876 Europe
33.7%
●●●●●●●●●●●●●●●●●
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As a % of total

Total: 29,288 employees

8,752
29.9%
Asia-Pacific
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A transparent, structured corporate governance system
In the application of its internal rules, Essilor abides by the principles of corporate governance presented in the
AFEP/MEDEF report published in October 2003. The Directors’ Charter, also adopted by the Board in November
2003, describes directors' rights and obligations.
It was modified in 2005 to take into account, in particular, provisions of the Market Abuse Directive and new
requirements for corporate officers to disclose any trading in the Company's shares.
The Board of Directors
The members of the Board of Directors contribute complementary skills in a variety of areas, such as general and
practical business knowledge, expertise in a specific Essilor operating segment or several years of international
experience.
As of December 31, 2006, the Board had 13 members, with an average age of 59. Directors are elected to renewable,
three-year terms and are required to hold at least 500 shares in the Company.
Changes in Board membership in 2006 were as follows: Dominique Reiniche resigned from the Board on August 1,
Maurice Marchand-Tonel was appointed as director by the Board on November 22, and Juan Boix, who represented
employee shareholders, resigned from the Board on December 31. Michel Besson, Jean Burelle, Philippe Germond and
Olivier Pécoux were re-elected as directors.
In 2006, the Board met six times, with an average attendance rate of more than 90%.
At its meeting in November 2005, the Board concluded that nine of its fourteen members were independent based on
the criteria prescribed in the Bouton report, representing more than the one-third minimum stipulated in the internal rules.
Following the changes in the Board’s membership that took place in late 2006 and early 2007, the Board will perform an
independence review of each of the new directors.
The Board also coordinates the work of three Committees that were set up in 1997–an Audit Committee, a Strategy
Committee and a Remunerations Committee–which submit reports on their work, recommendations and proposals.
The Audit Committee
In 2006, the Audit Committee was chaired by Yves Chevillotte. The other members were Alain Aspect, Michel Besson,
Juan Boix and Olivier Pécoux. Over two-thirds of the Committee members are independent directors.
The Audit Committee’s role is to ensure that senior management has the resources to identify and manage business,
financial and legal risks facing the Company in France and in other countries and to examine the procedures in place
to guarantee that accounting regulations are complied with, information is properly reported and processed and
internal controls are applied.
The Audit Committee met three times in 2006 and once in early 2007 to consider:
• The interim and full-year financial statements for 2006.
• The Committee’s roles and responsibilities.
• Information system risks and contingency plans.
• The steps taken to ensure continuity of supplies (manufacturing strategy, supply safeguards).
• A summary of the findings of the internal audits conducted in 2006 and the audit plan for 2007.
• Renewal of the statutory auditors’ terms, which expire in 2007.
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The Strategy Committee
Chaired by Xavier Fontanet in 2006, the Strategy Committee’s
other members were Philippe Alfroid, Michel Besson, Juan Boix,
Jean Burelle, Philippe Germond, Olivier Pécoux and Maurice
Marchand-Tonel. Five of the eight members are independent
directors.
The Committee’s main mission is to consider and review the
Compnay’s technology, geographic and marketing strategies.
It met once in 2006 to conduct a thorough review of different
segments and players in the ophthalmic optics market. It was
also consulted about various strategic external growth
opportunities in the optics market and related markets.
The Remunerations Committee
Chaired by Jean Burelle in 2006, its other members were Michel
Besson and Michel Rose, all three independent directors.
The Remunerations Committee’s main purpose is to:
• Make recommendations concerning senior management compensation and stock option grants.
• Review the Company’s general compensation policies.
• Assist the Chairman and the Board in preparing executive
succession plans.
• Discuss the composition of the Board and recommend possible changes.
The Committee met three times during the year to discuss
compensation of corporate officers for 2007 and the proposed
senior management performance share plan, in accordance with
authorizations granted by shareholders.
The Executive Committee

Essilor
rewarded
for the originality
and effectiveness
of its corporate
governance system
On June 15, 2006, Essilor was awarded
the Corporate Governance Grand Prize
by the Agefi Hebdo jury, a group of French
economic and finance experts,
in recognition of its outstanding corporate
governance and transparency. Essilor’s
approach to governance is both balanced
and representative, with directorships
renewed regularly so that the Board can
benefit from both expertise and knowledge
of the Company. Three of the thirteen
members represent employees, who hold
nearly 15% of voting rights. Specifically
mentioned by the jury, employee
representation on the Board is a distinctive
Essilor hallmark that, by giving all
personnel a voice in strategic discussions,
reflects a commitment to transparent,
proactive management.

The Executive Committee is made up of senior corporate and
operational executives who exercise either worldwide responsibility in, for example, operations (series production or prescription
laboratory engineering), strategic marketing or research and
development, or regional responsibility for a market (Europe,
North America, Asia or Latin America).
Chaired by Xavier Fontanet, the Executive Committee meets once a month to discuss the Company's long-term
strategic objectives, review its short-term performance, and oversee and manage its operations around the world.

Page X 2006 Overview

Board of Directors
Founding Chairmen
René Grandperret
Alternative Chairman from 1972 to 1980
Anatole Temkine
Alternative Chairman from 1972 to 1980

Honorary Chairmen
Bernard Maitenaz
Chairman from 1980 to 1991
Gérard Cottet
Chairman from 1991 to 1996

The Board of Directors (membership at December 31, 2006)
(date first elected – date current term ends)

Xavier Fontanet

Michel Besson

Chairman and Chief Executive Officer
Director (1992-2007)

Director (1997-2009)

Xavier Fontanet, 58, is Chairman and Chief Executive
Officer of Essilor. He began his career as Vice President
of the Boston Consulting Group and was appointed Chief
Executive Officer of Bénéteau in 1981. He managed food
service operations for the Wagons-Lits Group from 1986
until 1991, when he joined Essilor as Chief Executive
Officer. He has been Chairman and Chief Executive Officer
since 1996.

Michel Besson, 72, was Executive Vice President of Compagnie de Saint-Gobain from 1994 until his retirement in
December 1997. He joined Saint-Gobain in 1962 and was
appointed head of the Paper/Wood division in 1976. In
1980, he moved to the United States where he served as
Chairman of Certainteed Corp., the Norton Company and,
from 1990 to 1996, Saint-Gobain Corp.
Juan Boix

Philippe Alfroid

Director representing
employee shareholders (2006-2006)

Chief Operating Officer
Director (1996-2008)

Juan Boix, 65, was Managing Director of Essilor Spain from
1977 to 2004.

Philippe Alfroid, 61, is Chief Operating Officer of Essilor.
He began his career with PSDI in Boston before joining
Essilor in 1972. He has held executive positions in different
operational departments, including contact lenses and
frames. He was appointed Vice President Financial Control
in 1987 and promoted to Chief Financial Officer in 1991.
He was appointed Chief Operating Officer in 1996.
Alain Aspect

Director (1997-2008)
Alain Aspect, 59, is head of research at France’s Centre
National de la Recherche Scientifique (CNRS) and a professor at the Ecole Polytechnique engineering school. Since
1993, he has managed the Atom Optics group in the Laboratoire Charles Fabry at the Institut d’Optique in Orsay,
France. Before then, he conducted experiments on the
quantum properties of light (1974-1984) then on the laser
cooling of atoms (1985-1993). A member of the Académie
des Sciences and the Académie des Technologies, Alain
Aspect was awarded a gold medal by the CNRS in 2005.

Jean Burelle

Director (1997-2009)
Jean Burelle, 67, has been Chairman and Chief Executive
Officer of Burelle SA since 2001. He began his career with
L’Oréal and joined Burelle-Plastic Omnium in 1967, serving
as division Director, then Director of Development and,
beginning in 1981, Chairman and Chief Executive Officer.
In 1987, he was appointed Chairman and Chief Executive
Officer of Plastic Omnium SA and Vice Chairman and Chief
Executive Officer of Burelle SA. He is also Chairman of
MEDEF International.
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Yves Chevillotte

Michel Rose

Director (2004-2007)

Director (2005-2008)

Yves Chevillotte, 63, was Executive Vice President of Crédit
Agricole SA from 2002 until his retirement in 2004. He
joined Crédit Agricole in 1969 and was appointed head of
the bank’s regional branches in 1985. In 1999, he joined
the national office as Executive Vice President for Market
Development.

Michel Rose, 63, is Chief Operating Officer, Cement Division,
Lafarge S.A. He joined Lafarge in 1970 as an engineer, moved
to the Research Center and was later named to lead the
company’s internal communications team. After managing
Lafarge’s activities in Brazil from 1980 to 1984, he was
named Executive Vice President Human Resources and
Communication and later headed the Biotechnologies
Division. He was named Senior Executive Vice President in
1989, served as Chairman and Chief Executive Officer of
Lafarge North America from 1992 to 1995, and was appointed to manage the company's operations in emerging
markets in 1996.

Philippe Germond

Director (2001-2009)
Philippe Germond, 49, has been a member of the Management Board of Atos Origin since December 2006. He
began his career with Hewlett Packard, in France and
abroad, before moving to SFR in 1995 as Chief Executive
Officer and then as Chairman and Chief Executive Officer,
beginning in 1997. He was appointed Chairman and Chief
Executive Officer of Cegetel in 2000 and served as Alcatel
CEO and a member of the Executive Committee from 2003
to April 2005.
Maurice Marchand-Tonel

Director (2006-2009)
Maurice Marchand-Tonel, 62, is an independent consultant.
He began his career with Boston Consulting Group, where he
worked from 1970 to 1978. He then served successively
as Chairman of Compagnie Olivier (1979 to 1984), Chief
Executive Officer of Sommer (1984) and Chairman of Givenchy
(1987 to 1991). From 1991 to 1995, he headed Ciments
Français International, before being named Chairman of
Transalliance, a position he held until 1999. In 2000, he
was appointed a Partner at Arthur Andersen, since renamed
BearingPoint, and in 2004 became a Senior Advisor.
Maurice Marchand-Tonel is President of the European American Chamber of Commerce and a Director of Faiveley
Transport, Financière Huysmans, the Institute of Management Accountants, the French American Chamber in Chicago
and the European American Chamber in Cincinnati.
Olivier Pécoux

Director (2001-2009)
Olivier Pécoux, 48, joined Rothschild & Cie in 1991. Today,
he is a Managing Partner, sharing responsibility for the
Group’s investment banking business in Europe. He began his
career at Peat Marwick and then served as a financial advisor at Schlumberger in Paris and New York. In 1986, he joined
Lazard Frères in Paris and was named Vice President of the
investment bank’s New York office in 1988.

Alain Thomas

Director representing employee shareholders
(2006-2008)
Alain Thomas, 57, has been Industrial Operations Director
in Essilor’s Instruments Division since 1980. He began
his career at Lockheed in 1969. From 1971 to 1974, he
was head of special equipment assembly at Engins
Mécanique Segor. Joining Essilor in 1974 as a design
draftsman, he helped develop topography products and
instruments. In 1980, he began to focus on product engineering methods and was named Industrial Operations
Director for screening products and instruments in 1990.
Serge Zins

Director representing employee shareholders
(2006-2007)
Serge Zins, 44, has been Chief Financial Officer of NikonEssilor in Japan since September 2005. He began his
career at Essilor in 1987. After serving as product manager for the Frames Division in the Asia-Pacific region,
he was appointed Managing Director, successively at
Essilor Indonesia from 1991 to 1995 and at Varilux Japan
from 1995 to 1998. He was named Regional Director
of the ASEAN-Northern Asia region in 1998 and Vice President Finance Asia-Pacific in 2002.
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Executive Committee

Claude Brignon
Corporate Senior Vice President,
Worldwide Operations

Jean Carrier-Guillomet
President,
Essilor of America*

Bertrand de Limé
President, Latin America
and Instruments

Henri Vidal
Corporate Senior Vice President,
Human Resources

Hubert Sagnières
President, North America
and Europe Regions

Absent: Didier Lambert, Corporate Senior Vice President, Information Systems.

Bertrand Roy
Corporate Senior Vice President,
Strategic Marketing

Thierry Robin
President,
Essilor Canada

Thomas Bayer
President,
Essilor European Network
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Xavier Fontanet
Chairman and Chief Executive Officer

Patrick Cherrier
President, Asia region

Alain Pierre
President, BBGR

Fabienne Lecorvaisier
Chief Financial Officer**

Laurent Vacherot
President, Essilor of America /
Chief Financial Officer**

Carol Xueref
Corporate Senior Vice President,
Legal Affairs and Development

Jean-Luc Schuppiser
Corporate Senior Vice President,
Research and Development

Patrick Poncin
Corporate Senior
Vice President,
Global Engineering

Philippe Alfroid
Chief Operating Officer

*Since January 31, 2007. **Laurent Vacherot is Chief Financial Officer as from the second half of 2007.
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Seeing the world better / 2006
Our contribution to sustainable development

In 2007, for the second time, Essilor is publishing a separate sustainable development report*. The main
objective of Seeing the world better / 2006. Our contribution to sustainable development is to measure the
progress made since the first report, corresponding to 2003, and to illustrate that progress by showcasing
Company practices that support the principles of sustainable development. The report comprises nonfinancial information for 2006 covering an expanded scope, as did the first separate report for 2003. For
2004 and 2005, this information was included in the Annual Report.
Since 2002, Essilor has published information required by France’s Corporate Governance Act (NRE) in its
Registration Document. The scope of reporting is that of the parent company thus ensuring maximum
consistency with the Company’s social data report.
Sustainable Development: the challenges for Essilor’s business
Essilor is committed to pursuing long-term policies in all areas of performance–economic, social and
environmental.
The Company’s Sustainable Development Department is mainly cross-functional in nature. By acting as a
catalyst, it helps to spread awareness of the different facets of Essilor’s non-financial performance across
the organization and to encourage employees and their supervisors to share in this commitment.
Environmental challenges are approached through various environmental management systems. Since
these systems are most applicable to the Company’s upstream operations, all production units have been
ISO 14001 certified. The process, when appropriate, can then be applied to the most important downstream
operations, which is why environmental management systems at four European prescription units have also
been certified.
The human, social and societal challenges facing Essilor are an integral part of its underlying culture. The
successful merger of the two complementary cultures of Essilor’s founding entities has placed human values
squarely at the heart of the enterprise. Within the organization, the interpersonal environment and the
initiatives pursued by human resources teams are designed to enable individuals to learn, improve, find
fulfillment and enjoy working as a team. Outside, the Company maintains trustworthy relationships with its
customers and specifiers–eyecare professionals around the world. It also has naturally close ties with civil
society, thanks to the involvement of Essilor employees in the communities where they live and work and to
the Company’s positive contributions to the local or regional economy.
In terms of sustainable development, “seeing the world better” is in fact the real challenge facing Essilor.
This challenge is seamlessly aligned with the Company’s products and services and can be summed up in a
simple observation: an estimated four billion people around the world have no access to eyecare
professionals.
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In line with its long-standing commitment to exploring new territories, Essilor launched operations in Brazil
in 1988, thus playing a pioneering role in identifying the needs of emerging markets. Based on market feedback and strong sales, Essilor realized that its extensive product portfolio and coverage of all segments
provided a distinct advantage for development in large markets. The approach combines a traditional rollout
of all products and services, even the most recent, with original initiatives tailored to the specific needs of
people in these countries, who today comprise the base of the customer pyramid.
Similarly, Essilor has been present since 1995 in China, where the number of qualified eyecare professionals
is much too small to meet the country’s needs. The Shanghai-based subsidiary has introduced a number of
basic measures to support the market’s development, notably its backing for the Varilux ophthalmology and
optometry school in Tianjin.
Founded in 1998, Essilor’s subsidiary in India is based in Bangalore. In addition to providing products and
services to existing optician networks, the company has forged partnerships with ophthalmologists who
have set up hospitals that mainly operate on cataracts, one of the country’s leading causes of avoidable
blindness. In addition to medical services, these hospitals have also developed an eyecare business, making
them promising growth drivers. They now want to extend their geographical coverage by deploying this
business model in regions where these products and services are not yet available.
A system for rating overall performance
Fully aware that the challenges facing a highly specialized precision industry cannot be compared with
those of much heavier industries, Essilor looked for a way of accurately assessing its overall performance using
an innovative yardstick.
The Global Value rating model measures the contribution of non-financial factors to a company’s enterprise
value by integrating social, societal, environmental and corporate governance criteria into its analysis.
Enterprise value is based on management decisions and strategic choices, for which Global Value assesses
value-creation contribution coefficients. Intermediary contribution coefficients are aggregated into an overall
index that varies from 0.70 to 1.40 depending on the company’s ability to leverage its social responsibility and
non-financial commitments to support its business performance. The company’s governance system impacts
its corporate social responsibility performance, which in turn affects its long-term business performance. The
results of this process, which gave Essilor a rating of 1.22, are reviewed and explained on the certificate
that appears on page 48 of Seeing the world better / 2006. Our contribution to sustainable development.

*Seeing the world better / 2006. Our contribution to sustainable development is available at Company headquarters and on the
corporate website: www.essilor.com.
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Culture

Essilor
on display in the Shanghai
Glasses Museum

In June 2006, China opened its first eyeglass museum, whose seven exhibition halls cover 1,500 square meters and contain
a large number of interactive panels and 3D screens. More than just a museum, this City of Vision is part of a comprehensive
educational project comprising such major themes as understanding the workings and pathologies of the human eye, seeing
the world through the eyes of animals and learning about different vision instruments. It also presents outstanding examples
from the past with a magnificent collection of glasses made during the Han and Ming Dynasties. Essilor is a preferred partner
to the project, donating edging-mounting equipment and lenses and lending artifacts that trace the history of its eyewear
and optics innovations.
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Essilor’s
all-weather
performance

For high-level athletes who take part in extreme sports, eyesight is all-important.
That’s why Essilor supports France’s national sailing team as an official sun lens
supplier. Looking forward to the 2008 Olympic Games in Beijing, the Company joined
the Vision team, where it works alongside other scientific and manufacturing
partners to test athletes’ vision and equip them with lenses that enhance visual
comfort. During practice, light-filtering lenses are tested in a range of atmospheric
conditions to find the optimal solution for the day of the race. Whatever the type
of lens–polarizing, glare-resistant, high-contrast yellow, orange or red for cloudy
skies, or variable-tint for changing weather conditions–athletes rely on Essilor
to enhance their performance.
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Sustainable Development

Since 1968, the Special Olympics have brought together athletes with intellectual
disabilities from 150 countries to compete in 26 sports. In 2002, Essilor began
taking part in screening carried out through the Opening Eyes program and pledged
to provide corrective eyewear to athletes, with some 40,000 lenses to be donated
over the next three years. In this way, the Company has demonstrated its support
for the Special Olympics’ values of transcending borders and creating opportunities
for freedom and fulfillment to people who deserve full access to care, notably
in the areas of eye health and visual correction. Essilor’s Chinese subsidiary
is already in the starting blocks for the next Summer Games, which will take place
in Shanghai in October 2007.

With Essilor,
better vision
for everyone
–without exception–
around the world

Unexpected views
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Essilor
is meeting the challenge
of the “presbyope boom”

There are currently 1.5 billion potential
presbyopes around the world, a number
that will increase in the years ahead.
This phenomenon represents an outstanding
opportunity for ophthalmic optics
professionals and a formidable challenge
for the 21st century. In 1998, Essilor launched
Varilux University, an ambitious, effective
training program–ambitious because
the goal is to train eyecare professionals
in all countries of Europe, the Middle East
and Africa, and effective because 400 training
sessions have been held for 5,000 participants
from 30 countries. Since 2005, the Varilux
University website has offered educational
resources that can be downloaded free
of charge. In 2007, the site is adding
an e-learning program that will enable
the University to reach several thousand
eyecare professionals each year.
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Publishing

Essilor
provides
a close-up look
at painters’
vision
Just as painters have all the necessary skills
to depict the subjective aspects of eyesight,
ophthalmologists are eminently qualified to analyze
the impact of ocular disease on a painter’s artistic
style. That’s why Essilor offered Dr. Philippe Lanthony,
an ophthalmologist specialized in physiological
studies of color vision, the opportunity to write
an art book. Entitled An Eye for Painting, the book,
which took two years to write, takes a highly original
approach to the age-old question of the relationship
between eyesight and objective reality. Its 11 chapters cover a variety of topics, ranging from entoptics,
mirrors and shadows to Monet’s cataract
and techniques for painting snow. An Eye
for Painting was published in four languages
by the Réunion des Musées Nationaux
and more than 6,000 copies were
shipped to Essilor subsidiaries
and given to the Company’s
customers. The book is sold
by bookshops in major French
museums that are managed by the
Réunion des Musées Nationaux, as well
as in other countries, notably Germany.
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Essilor
catches
the sun
at France’s
Natural
History
Museum
In developing its latest generation
of tinted lenses, Essilor took vision
correction and eye protection
to the next level. The goal is to allow
wearers to see colors naturally,
since sun-tinted lenses tend to alter
colors and the brain compensates
for this distortion, which can result
in discomfort. In cooperation with
a global expert in color vision
at France’s Natural History Museum,
Essilor’s research and development
department launched a program
to develop, then patent a method
for measuring and reducing color
distortion. The project led to
the creation of the Physiotint range
in 2002. A new generation
of physiological tinted lenses based
on digital simulation is currently
in development.
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Attentive,

visionary,

responsive,

structured,

dynamic,

a company

100% INNOVATOR

General-public, cross-media advertising campaign for Varilux Physio

Essilor - 2006 Annual Report

26

Innovating
to drive
meaningful
improvement

Between 850 million
and 950 million ophthalmic
lenses are sold each year,

generating €9 billion
to €9.5 billion in revenue.

With replacements accounting for 90% of sales and wearers
generally keeping their lenses just over three years, the
corrective lens market is growing by around 2% a year in
volume and 3-4% in value.
The market’s potential for volume growth lies, on one hand,
in the large number of people around the world who need
glasses and the overall aging of the population and, on the
other hand, the replacement of one generation of lens by
the next.
The developing markets of Asia,
Latin America and Eastern Europe
Although an estimated 65% of the world’s 6.5 billion people
need corrective eyewear, only 26% wear glasses. While people
in developed countries are generally well-equipped (over
50%), the needs of emerging markets are still largely unmet.
The percentage of people who wear glasses varies from just
7% in India and 23.6% in China to 70% in Singapore and Hong
Kong.
The aging of the population is another growth driver. Beginning at age 45, people start to show the signs of presbyopia
(insufficient accommodation ability). This age group, which
accounted for 23% of the population in 2000, will increase to
31% in 2025 and 38% in 2050.
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Population by region and percentage using
visual correction solutions

Latin
America
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Western
Europe

1,103
15%
Africa
and Middle-East

6,492
26%
Worldwide
population

3,470
18%
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Eastern
Europe

127
52%
Japan

AsiaPacific
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54%

560
31%
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58%

●●●●●●●●●●●●●●●●●●

●●●●●●●●●●●●●●●●●●●
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in millions and as a %

24
48%
Australia /
New Zealand

876
44%
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Over the past 20 years, plastic lenses have gradually replaced
glass lenses, achieving a nearly 100% market share in Japan,
the United States, the United Kingdom and South Korea.
Between 1985 and 2005, the share of the global market
declined for glass lenses, from 59% to 24%, but remained
stable for low, 1.5-index plastic lenses, which edged up from
40% to 43%. During the same period, however, the percentage
of polycarbonate and medium and high-index lenses enjoyed
spectacular growth, increasing from 1% to 33% of the worldwide market.
This shift has affected both developed countries, although
at a relatively slow pace, and emerging markets, which have
seen a recent acceleration in demand, mainly for polycarbonate and high-index materials.

Europe

Lens sales by material

Lighter, more comfortable materials

(in volume)

A corrective lens is made of plastic or glass. The choice
of material determines the lens's lightness, thinness,
transparency, shock resistance and protection against
UV rays.
Material

Glass
Plastic (low and medium indexes)
Polycarbonate

Western Europe,
United States and Japan
1%
1%

2%
8%

Refraction index*

1.5 - 1.9

5%
13%

13%

21%

14%

44%

18%

1.5 - 1.56

54%
58%

1.59

57%
Plastic (high and very high indexes)

1.6 - 1.74

52%
54%

*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.

36%
24%
1985
Glass

1990
Low index

1995

16%
2000

Medium and high indexes

9%
2005
Polycarbonate
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Lens sales by material
(in volume)

China and India
2%

3%
6%

18%
26%

35%

16%
16%
16%
98%

91%
66%

1993
Glass

1998
Low index

2003

58%

2004

49%

2005

Medium and high indexes

Worldwide, 75% of lenses are unifocal (single vision), 13%
are progressive and 12% are bifocal or trifocal. Unifocal
lenses account for 55% of sales in Asia, where the population is very myopic, 39% in Western Europe and Japan, and
37% in the major English-speaking countries.
In the presbyopia segment, differences vary from one
region to another. The percentage of progressive lenses is
increasing every year, as they replace bifocals and trifocals
in the English-speaking countries and near-vision unifocal
lenses in Europe and Japan. In Asia, excluding Japan, the
number of progressive lenses, while still small, is constantly
increasing.

Correction for presbyopia:
optical design
by region
Western Europe and Japan

Optical design:

Major English-speaking countries*

8.2%

25.4%

unlimited vision
The optical design (or surface) imparts the optical correction to the material and must sharpen the wearer’s vision
as much as possible. Given the infinite number of eyesight
corrections, there are an almost infinite number of designs.

34.9%
34.4%

57.4%

39.7%
Asia

Correction

Design

Ametropia,
such as:
Unifocal or single vision lens:
Myopia,
Identical correction regardless of vision distance.
Hypermetropia,
Astigmatism
Presbyopia

Presbyopia

Progressive lens:
The power varies in a progression from distance vision
in the upper part of the lens to near vision in the lower
part, with no break in optical continuity. A single pair
of glasses enables the user to see at all distances. The
most effective correction for presbyopia.
Bifocal lens:
The lens has two separate correction areas.
A segment of the lower half corrects for near vision;
the rest of the lens corrects for distance vision.

24.4%

64.4%

Single vision lenses
(near vision)

11.2%

Bifocal lenses

Progressive lenses

*Australia, Canada, New Zealand, United Kingdom, United States.
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A wide array of surface treatments
to protect eyes and lenses

Eastern Europe. Sales of variable-tint and polarized lenses are
also increasing faster than the overall market.

Coatings are applied on the front and back of the lens to
enhance visual comfort and lens protection. They also help
to improve durability, ease of maintenance and eye protection, while reducing eyestrain. Lenses can receive more

1995–2005: 10 years of growth
for anti-reflective lenses
as a % of total plastic lenses by region

56%

than one treatment, providing wearers with a number of
advantages.

47%
40%

Treatment

Anti-reflective

30%
24%

Thin integrated layer that eliminates light reflection
on lenses. Improves appearance as well
as sharpness of vision (night vision) and contrast
sensitivity.

15%

12%

9%

Scratch-proofing Hardening coat that protects the lens against scratches.
Smudge-proofing Water-repellent top coat that prevents dirt deposits
on the lens and makes it easier to clean.
Antistatic
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Dust-repellent conducting layer, for a lens that
is cleaner and more transparent.

Western
Europe

Treatment that provides greater eye protection
from UVA and UVB rays, which are harmful for the
crystalline lens, retina, and other parts of the eye.

Polarization

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

Tinting

Tinted lens to enhance appearance and reduce
sun glare.

On all continents, more and more lenses are enhanced
with sophisticated treatments, mainly anti-reflective and
anti-smudge coatings. In 2005, 47% of plastic lenses sold
worldwide had been treated with an anti-reflective coating,
with Japan, at 98%, leading the way. Sales of anti-reflective
lenses are increasing fast in the United States. Growth potential is high in the US, as well as in Asia, Latin America and

North
America

Latin
America

Southeast
Asia*

*Excluding Japan and Australia.

Photochromism In-depth treatment that enables the lens to darken
in brighter light and becomes clear in shade.
UV protection

1%

0%
Eastern
Europe

1995

2005

Anti-reflective lenses as a percentage
of total plastic lenses

100%

Japan
98%

Germany
Austria
Netherlands
60-80%

World
47%

China
75%

Spain
Portugal
45-50%

Canada
48%
United
States
22%

Italy
United Kingdom
France
25-35%

India
15%

Denmark
Norway
Switzerland
85-90%
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Innovating
to meet
every need

The leading brand of progressive lenses
since 1959, with a comprehensive
range that meets the needs
of all presbyopes.

A scratch-resistant,
reflection-free, anti-dust
and anti-smudge coating.

New products
play a fundamental role

in Essilor’s organic growth,
with 30% of revenue generated
by lenses launched within
the last three years.
Varilux Physio, a global success
Introduced in January 2006, Varilux Physio has been a global
success with several million lenses sold worldwide. A
landmark in product innovation, with the groundbreaking
wavefront technology, Varilux Physio has also been a
technical success, with the rollout of the underlying digital
surfacing technology, and a logistical success, with record
service rates and quality levels.
This is the first time in its history that Essilor has launched
a major design in all materials and across all continents in
the space of six months.
Thanks to wavefront technology, which detects and eliminates aberrations on progressive lens surfaces, Varilux
Physio delivers a 30% improvement in visual acuity,
allowing wearers to enjoy high resolution vision. The step-up
in vision quality can be likened to the advance in picture
quality provided by DVDs compared to videos, while the
improvement in contrast sensitivity is even greater

Unexpected views

Variable-tint lenses containing
photochromic pigments that adapt
to the intensity of light.

A full range of high-technology
lenses that are thinner
and more transparent.

depending on the wearer’s level of astigmatism. Varilux
Physio offers unmatched distance vision acuity, a wider
field of intermediate vision and extended near vision. Second
order problems are corrected, even on small lenses. Varilux
Physio has been universally acclaimed by eyecare professionals and eyeglass wearers throughout the world, registering a satisfaction rate of over 95%. Its success has had a
very positive knock-on effect on sales of the entire range
of Varilux progressive lenses, allowing Essilor to further
expand its market share.
Varilux Physio was launched in the first quarter of 2006 in
the United States, Canada and Europe, initially in three different materials–polycarbonate and 1.5 and 1.67 indexes–with
a range of ten different materials now available. In mid-2006,
it was rolled out to Latin America, Asia and India. In 2007,
the range will be extended to include specific versions
designed to meet demand in certain European and Asian
markets.

Unbreakable polycarbonate lenses
that are twelve times as resistant
and twice as light
as conventional products.

31

Corrective lenses for sunglasses
that deliver enhanced protection,
visual acuity and style.

Advertisement for Varilux Physio in South Korea

Redeployment of Definity
Always on the lookout for innovations that improve vision
quality, in 2005 Essilor took over the Definity progressive
lens range with the acquisition of Johnson & Johnson
Vision Care Inc.’s ophthalmic lens business, The Spectacle
Lens Group. This new range uses the revolutionary Dual
Add technology to split add power between the front and
back surfaces of the lens and is designed in particular for
presbyopes who enjoy a very active lifestyle.

In late 2005 and during 2006, production of Definity lenses
was transferred to Essilor’s own prescription lens laboratories, which improved the production process to guarantee the highest possible quality and service levels. Essilor
introduced Definity across the entire US sales network and
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Sustainable Development
United States:
Definity advertising
campaign targeting
eyecare professionals

Accolade advertising campaign
in the United States

Canada: New advertisement
for Crizal Alizé with AST

Japan: Advertisement
for the Nikon Seeproud
and Nikon Seemax lenses

developed a version for small frames as well as polarized
and anti-reflective lenses. The Definity range will be further
extended in 2007, with the introduction of new materials,
and distribution will be extended to other regions of the
world.
Nikon Seeproud
Launched in the spring of 2006, Seeproud is Nikon-Essilor
Japan’s new ultra-premium, custom-order lens that incorporates an advance on the aberration filter built into every Nikon
progressive lens.

Traveling vans
for an innovative new
marketing drive
In India, several hundreds of millions of people require
some form of vision correction, in particular glasses
to prevent cases of avoidable blindness. Unfortunately,
most Indians live far from any medical center, which
are generally located in the cities, and cannot afford
the time and money to get proper eye care. In response,
Essilor has partnered with two hospitals to introduce
an innovative new rural distribution system, based
on traveling vans equipped with vision screening
equipment, lenses, and edging and mounting instruments.
Patients can be examined on-site or via a satellite hookup,
then fitted with ophthalmic lenses in less than an hour.
By the end of 2006, after just four months in operation,
the system had examined 9,300 people, of whom
3,000 received a prescription and 1,500 purchased
a pair of glasses–a promising start for the new
distribution solution.

A new antistatic coating
gives Crizal Alizé lenses a boost
To provide the perfect response to eyeglass wearers’ need
for clear vision and easy-to-clean lenses, Essilor developed
its exclusive i-technology, derived from space optics and fiber
optics technologies. The new solution represents a considerable improvement in molecular adhesion that enables a dense,
even layer of anti-reflective ions to be deposited across the
entire lens surface and prevents the formation of negative
electrostatic charges when the lens is cleaned, because positive dust particles are repelled. Tests conducted by Essilor’s
Research and Development teams showed that the new
coating attracted seven times less dust than a lens without an
antistatic coating, and two times less than the best antistatic lens on the market.
These findings were backed up by a sensory analysis conducted by a representative group of users, comparing Crizal Alizé

AST with the best competing lenses based on three criteria:
cleanability, number of dust particles and lens transparency.
The eyeglass wearers who took part in the study voted Crizal
Alizé AST the most transparent lens on the market.
The new lens was launched in the United States in early 2006
under the name Crizal Alizé with Clear Guard, and in Canada
under the name Crizal Alizé with AST. It was rolled out to the
United Kingdom, Ireland and Switzerland (Crizal Alizé with
Scotchgard) in October 2006 and has been available throughout Europe since January 2007 under the Crizal A2 or Crizal
Alizé AST name.
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Advertising campaign
for the rollout of Anateo
in Europe

High-performance
and high-protection sunlenses

Advertisement
for Sports Sol-utions
in Europe

In the sunlens segment, 2006 was a very good year for
polarizing lenses, with unit sales up 20% led by rapid growth
in Europe. During the year, Essilor prepared the early-2007
launch of two new tinted corrective lens ranges, Sports Solutions, designed for users who practice several different
sports, and Airwear Melanine, a sunlens tinted using melanin pigment, which is well known for its skin and eye protecting properties. By protecting the eye from blue light, the two
ranges deliver enhanced contrast sensitivity and visual
acuity. Lastly, January 2007 saw the US launch of Crizal
Sun, a coating for polarized and tinted lenses combining the
performance of a back surface anti-reflective coating with the
scratch-resistant and cleanability properties of Crizal Alizé
on both surfaces.
Anateo, a progressive lens
that adapts to the eye’s anatomy
At the beginning of 2007, Essilor unveiled Anateo, its new
flagship progressive lens range for BBGR in Europe and for
optical chains and cooperatives in the rest of the world.
Integrating biometric technology, Anateo is the first lens to
adapt to the eye’s anatomy. The entire surface of the lens is
customized, based on the eye’s length, retinal curve and the
position of its centre of rotation. Anateo takes customization
even further, by extending the lenses’ performance to a wide
choice of frames and optimizing the wearer’s field of vision

Unexpected views
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Product

How to see better
without tiring the eyes

provide additional freedom to optimize the lens. Precision
digital surfacing ensures that the polished lens strictly
complies with the calculated design.
Launched in the first quarter of 2007 throughout Europe under
the Anateo brand and in the United States under the Accolade
brand, the lens will be rolled out to the Australian, New Zealand
and Canadian markets in the second quarter, and then to the
rest of the world. From the outset, it has been offered in a
broad range of materials (1.5 index, polycarbonate, 1.6 and
1.67 indexes) and with a wide variety of coatings (Transitions
variable-tint, anti-reflective, etc.).

The eye is not designed to look steadily at an object at the
same distance. In near vision, the eye makes imperceptible
focusing adjustments or micro-fluctuations to accommodate.
Over long periods, this constant effort leads to visual fatigue
for more than 60% of people. That’s why, in 2005, Essilor
introduced Essilor Anti-Fatigue, a new generation of single
vision lenses that help reduce visual fatigue. The solution
consists in slightly increasing power in the lower portion
of the lens, which supports the wearer’s accommodation
efforts by sustaining the level of fluctuations. Clinical tests
have shown that 94% of wearers can see a real difference.

by taking the selected frame’s characteristics into account.
These innovations have been made possible by the use of
two complex surfaces, on the front and back of the lens, which
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Innovating
to prepare
the future
In 2006, Essilor continued
to expand internationally,
forging many partnerships
on several continents.
The Company also further strengthened its positions in the
prescription lens market and in finished lens distribution.
In all, 22 transactions were completed during the year,
adding €73.9 million in annual revenue at a total cost of
€54.4 million.
North America
In the United States, Essilor of America acquired 12 new
prescription lens laboratories, in line with its strategy of
offering high quality service to eyecare professionals and
enhancing its technology base. The companies are:
• Eye Care Express Lab, Inc., based in Houston, Texas.
• Accu Rx, based in Johnston, Rhode Island.
• Uniscoat, Inc., based in California.
• PerfeRx Optical Co., Inc., based in Massachusetts.
• Future Optics, Inc., based in Largo, Florida.
• Ozarks Optical Laboratories, Inc., based in Springfield,
Missouri.
• Precision Optical Laboratory, Inc., based in Gallaway,
Tennessee.
• Precision Optical Laboratory, Inc., based in Hartford,
Connecticut.
• Homer Optical Company, Inc., the 12th largest independent laboratory in the United States and owner of four pres-

Growth

cription lens laboratories located in Maryland, Pennsylvania, Virginia and New York State.
• Sunstar, based in Nevada and Utah.
• Aspen Optical, based in Mesa, Arizona.
• Peninsula Optical Lab, Inc., based in Seattle, Washington.
The Company also acquired the assets of Vision Star LLC, a
developer of laboratory management software, and Prio
Corporation, a distributor of corrective lenses for the diagnosis
and treatment of Computer Vision Syndrome.
In Canada, Essilor acquired a majority stake in SDL, an
independent laboratory based in Quebec.
Europe
In Romania, Essilor acquired its local distributor, Varirom.
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A stepped-up
acquisitions drive
led by a win-win
process
Essilor stands apart from other companies in its long-term
strategic commitment to targeted, carefully planned
acquisitions to achieve its growth objectives. The large
number of prescription laboratories acquired provides
effective international coverage by linking the Company’s
16 manufacturing plants with some 900,000 eyecare
professionals. To optimize this approach, Essilor studies
each geographical region in order to identify potential
partners. It has also deployed dedicated teams in the
United States, Europe and Asia. In general, Essilor acquires
an 80% interest, with the partner company or private
individuals holding the remaining 20%, with a view
to creating a win-win alliance. The strategy’s success
is reflected in the long-term viability of the partnership
thus created and the stepped-up pace of acquisitions,
which totaled 22 in 2006 compared with 14 in 2003.

Asia-Pacific
In New Zealand, Essilor acquired Wellington-based Prolab,
and raised its stake in Christchurch-based Olab to 50%.
In Australia, Essilor acquired Tec Optik Pty Ltd, a prescription lens laboratory in Sydney.
India
Essilor India, a subsidiary of Essilor International, and
India’s GKB Rx Lens Private Ltd, entered into a joint-venture
agreement through which Essilor India acquired a 50%
interest in GKB’s prescription laboratory and lens wholesaling business. The agreement includes an option to
increase Essilor’s stake in the future.

GKB Rx Lens Private Ltd, a family-owned company that
played a leading role in developing the Indian ophthalmic
lens industry, owned a network of eight prescription lens
laboratories. The joint venture has enabled Essilor to expand
its presence in India and bolster its multi-network strategy.
With solid positions in all of the country’s leading cities, the
Company is today number one in India’s fast growing plastic and progressive lens market.
During the year, the Company also acquired the assets of
Delta CNC, a laboratory based in Ahmedabad.
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Innovating
to manage
complexity
A strategic focus
on research
and development
Over the years, Essilor
has strengthened its position
as a forefront player in the optics
market thanks to a strategic
focus on innovation in both
products and processes.
In 2006, as in the previous year, the Company’s growth was
led by the rollout of a large number of new technologically
advanced lenses.
60 new products in 2006
Innovation represents a core component of Essilor’s
strategy to grow the business and secure competitive advantage. Roughly 5% of consolidated revenue is allocated to
R&D, engineering and the development of new production
processes. In 2006, this amounted to €127.6 million, excluding €3 million in research tax credits.
The R&D strategy focuses on driving technological
breakthroughs, supported by extensive patent filings. In
2006, Essilor applied for 85 new patents, an all-time record.
As of December 31, 2006, the Company held 535 sets of
patents, representing a total of approximately 3,500 patents
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Technology

Investment in research
and development and engineering*
In € millions

128

•

115
105

•
2003

108

•

2004

•

2005

2006

*Net of royalties.

and patent applications in France and abroad (excluding
those held by Transitions and Nikon-Essilor).
In 2006, a number of research programs came to fruition,
particularly in the area of coatings with the launch of a new
antistatic treatment. The Company was also very active in the
area of design, preparing and launching a progressive lens

Number
of new products

•

60

•

50

•

2003

•

2004

Often a source of complexity in the production chain,
a new product can also provide a unique opportunity
to find an innovative solution. The Crizal Alizé anti-smudge
coating, for example, made the lens so smooth that
it tended to slip during the edging process, creating
alignment problems. To resolve this technical challenge,
Essilor invented the Pad Control System, a unique layer
that gives a blue tint to lenses delivered to prescription
laboratories. Just one nanometer thick, the layer holds
the lens in place during edging, then is wiped off without
damaging the lens’ anti-reflective, scratch-resistant
or smudge-resistant properties. The patented Pad Control
System demonstrates Essilor’s ability to leverage its high
value-added products to drive technological improvements
in its processes.

(Anateo/Accolade) for the second network and enhancing
the performance of existing ranges produced using digital
surfacing techniques.
World Class Innovation

40
30

Product innovations
driving technical
innovations

2005

2006

An in-depth analysis of the R&D Department’s activities was
launched in mid-2005. Called World Class Innovation, the
project has already started delivering results. Five main
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types of measures were implemented in 2006. Covering the
global organization of R&D activities, they are intended
to drive improvement in innovation processes and project
management, in particular through the creation of an Innovation Committee. The department has also been encouraged to seek international partnerships more actively. Lastly,
cooperation has been stepped up between the R&D teams
and other departments, particularly Strategic Marketing and
Global Engineering.
Partnership-driven innovation
Partnerships with French academic research laboratories
moved up a gear in 2006, with the launch of an applied
digital optics research project with CNRS, France’s Centre
National de la Recherche Scientifique. Research partnership
opportunities in India and China were also actively pursued
during the year.

Plants, prescription
laboratories and logistics:

2006 production by region
11%

58%

Asia

Europe

Americas

worldwide rollout of Varilux Physio and the implementation
of digital surfacing technology. These challenges were met
by highly efficient production and logistic teams and by
substantial capital expenditure, in particular to increase
capacity.
Optimizing production
In 2006, the Company manufactured a total of 215 million
lenses, up from 195 million the previous year. Glass lens

Number
of lenses produced
in millions

215

a global organization to serve
eyecare professionals

•

195
182

In 2006, Essilor teams were confronted with three major
challenges: a sharp increase in production volumes, the

31%

•

•
2004

2005

2006
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addition, a prescription lens-surfacing platform was set up
in Thailand during the first quarter.

16 production facilities
around the world

Latin
America

1

production continued to decline, offset by higher medium
and high-index plastic lens and polycarbonate lens production. Most production is carried out in Asia, particularly the
Philippines for 1.5-index lenses, and Thailand and China for
polycarbonate lenses. Volume growth went hand-in-hand
with productivity gains.
During 2006, Essilor continued to invest heavily in expanding
capacity and raising productivity. Capital projects in Asia
included the acquisition of anti-reflective coating equipment, the ramp-up of finished polycarbonate lens production at the Chinese plant, and capacity expansion projects at
the plants in Mexico and Thailand to prepare for the production of the new 1.6-index lens. In Europe, the Irish plant
improved its performance in 1.67-index lens production. In

tions of ophthalmic lenses. Based on orders received from
eyecare professionals, they grind and polish semi-finished
lenses, apply coatings, and then edge and mount the finished
product. Essilor laboratories receive an order for a pair of
lenses every second.
During 2006, Essilor continued to deepen its global
coverage by acquiring 31 prescription laboratories around the

244 high-tech prescription laboratories

North
America

145
laboratories

Latin
America

Europe

42
laboratories

● ● ● ● ● ●● ● ● ● ● ●● ● ● ● ● ●

6

● ● ● ● ● ●● ● ● ● ● ●● ●

AsiaPacific

A vital link in the production chain, Essilor’s 244 prescription laboratories transform semi-finished and finished lenses
to order, with the ability to create several billion combina-

● ● ● ● ● ●● ● ● ● ● ●● ● ● ● ● ●

5

● ● ● ● ● ●● ● ● ● ● ●● ● ● ● ● ●● ●

Europe
● ● ● ● ● ● ● ● ● ● ● ●● ● ● ●

●●●●●●●●●●●

4

● ● ● ● ● ●● ● ● ● ● ●● ● ● ●

●●●●●●●●●●●●●●

High-tech prescription laboratories
North
America

AsiaPacific

50
laboratories

7
laboratories
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begun installing the new Crizal Alizé AST antistatic coating
technology.

world. These acquisitions enable the Company to provide
more local service to eyecare professionals while also
enhancing customer service quality. The period from 2001
to 2006 saw a 50% increase in the number of laboratories,
with the biggest rises in North America and Asia, where
market share gains have been made.
The new global engineering organization set up three years
ago, combined with moves to standardize lens finishing
processes, has helped the largest laboratories to increase
the pace of product launches, with Varilux Physio representing the first example. The new organization has also
brought down lens production costs while reducing the time
required to fill orders. At the same time, several prescription laboratories in the United States and Europe have

Ramp-up of digital surfacing
The use of digital surfacing technology took off in 2006, with
the launch of Varilux Physio. Digital surfacing is a new technology offering unrivalled lens shaping precision that allows
the laboratories to create an infinite range of optical combinations. Initially developed for the Varilux Ipseo lens, Essilor
has poured considerable human and financial resources
into leveraging the technology’s potential and rolling it out
across the entire organization. It is now used by 17 laboratories to produce six different progressive lens ranges. Essilor
is currently the world leader in digital surfacing, based on
the number of lenses produced using this technology.

Production flows between plants and prescription laboratories

Plants

Finished lenses

Semi-finished lenses

Mass production of finished
and semi-finished lenses

• Reception of finished
and semi-finished lenses
• Shipment to distribution subsidiaries
and prescription laboratories

➤

Customer outlets

➤

Independent opticians and optometrists,
central purchasing agencies, cooperatives
and integrated optical chains

➤

➤

➤

Distribution centers

Prescription laboratories
Customized lens surfacing,
finishing,
edging and mounting

Network

The logistics organization had a very successful year in 2006,
which was shaped by a large number of product launches.
All performance indicators remained on green throughout
the year, attesting to the efficiency of the supply chain and
the high service levels achieved during the year, while inventories and logistics costs rose at a slower rate than consolidated revenue.
This performance reflects the professionalism of the Company’s global logistics teams, who manage some 300,000
SKUs–the broadest selection in the market–as well as
handling product flows from plants and prescription laboratories.
In March 2006, a catalog rationalization plan was launched
to limit the annual growth in product references to less than
10%.

Number of SKUs

•
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VisionWeb:
the logistics
network

Advanced logistics for optimal
service quality

290,000

Unexpected views

300,000

•

Until 2000, each Essilor prescription laboratory
in the United States had its own lens catalog, production
code, order software and fax, phone and Internet
systems, which led to complications and mistakes.
To harmonize these tools, Essilor and other US optics
companies created VisionWeb, a broad-based Internet
platform that connects laboratories with their
optician/optometrist customers. By connecting to the
VisionWeb site, opticians can order lenses and frames,
check product availability and validate prescriptions 24/7,
while reducing delivery time by around one day.
For eyecare professionals, VisionWeb has also developed
systems for managing insurance claims and reimbursements. In addition to the Essilor units, 175 independent
prescription laboratories and suppliers have joined
the VisionWeb network, which is currently up and running
in North America and Europe.

In the United States, the transfer of logistics operations from
Florida to Texas went very smoothly, without any delays in
prescription laboratory deliveries being reported.

• 240,000
2004

2005

2006
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Innovating
to nurture
growth

Essilor turned in an
excellent sales and earnings
performance in 2006
in a generally favorable
environment for the ophthalmic
optical industry.
Consolidated revenue:
record organic growth
Revenue growth Reported
Likein 2006
for-like

In € millions
In %

Effect of Currency
changes in
effect
scope of
consolidation
A

265.6

196.3

77.6

(8.3)

11%

8,1%

3,2%

-0.3%

Consolidated revenue increased 11% in 2006 to €2,690 million.
• On a like-for-like basis, revenue grew 8.1%, significantly
outstripping the trend rate of 5 to 6%.
• Companies acquired in 2005 and 2006 contributed 3.2%
of growth.
• The currency effect (-0.3%) was positive in the early part
of the year but became negative with the fall in the US and
Canadian dollars and the Japanese yen against the euro.
Revenue

2006

2005 % change
(reported)

% change
(likefor-like)

in € millions
Europe

1,207.8

1,120.4

7.8%

6.6%

North America

1,156.7

1,025.1

12.8%

9.4%

233.0

202.1

15.3%

8.7%

92.4

76.7

20.4%

10.4%

Asia-Pacific
Latin America
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Europe: a renewed growth dynamic

North America: a landmark year

In last year’s favorable economic environment in Europe,
revenue grew 6.6% like-for-like and Essilor’s market share
increased, helped by the success of Varilux Physio, which
was launched in early 2006.
The European market is covered in depth by the Essilor,
BBGR and Nikon distribution networks, with different products and brands.
In France revenue grew 5.1% in a market that was slightly
up in value. The successful launch of Varilux Physio boosted sales of all progressive lens offerings and Essilor also
increased its market share with independant opticians
and cooperatives. Novisia (Nikon products) also had a
very good year.
In Germany, Essilor Germany and Rupp und Hubrach
(BBGR) both turned in excellent performances. Revenue
expanded 9.4% in a lackluster market, led by the development of customized lenses and sunlenses for sporting
activities.
In Austria, the market continued to be affected by the
lower reimbursements for optical equipment that took

In North America, revenue grew by an exceptional 9.4%
like-for-like, reflecting Essilor’s expanding presence in this
market.

effect on January 1, 2005, leading to a modest decline in
revenue.
In Southern Europe, revenue was up 9.7%, reflecting increased
market share with independent opticians and optical chains,
as well as rapid growth in Spain and Italy.
The United Kingdom enjoyed a return to growth, with the three
networks contributing to the 6.1% increase in revenue.
In Northern Europe, Essilor began to see the results of the
business reorganization plan, with revenue up 8.5%. It was
also a very good year in Eastern Europe. Revenue climbed
17.1%, led by strong performances in the Czech Republic,
Hungary and Poland, three fast-growing markets where the
Company enhanced its positions in all segments.

45

United States
In a market that was slightly up in volume and value, revenue climbed 9.1% led by sharply higher volumes and a
favorable shift in the product mix.
Sales by the prescription lens laboratories to independent
eyecare professionals (ELOA) and to independent laboratories (IDD) rose sharply, led by the introduction of Varilux
Physio and the new Crizal Alizé antistatic lens, as well as
by the success of the Definity range. Essilor strengthened
its positions in both of these market segments, while also
rolling out new anti-reflective technologies to the independent laboratories (machines, processes and lenses).
Sales of Nassau stock lenses to eyecare professionals
were very satisfactory.
Lastly, prescription lens sales to optical chains were also
significantly higher.
On the product front, the launch of Varilux Physio had a
substantial knock-on effect on the entire Varilux range,
leading to increased revenues, volumes and market shares.
Anti-reflective, variable-tint, polycarbonate and high-index
(1.67 and 1.74) lenses also performed very well.
Sales of the Definity progressive lens range included in the
acquisition of Johnson & Johnson Vision Care Inc.’s ophthalmic lens business, The Spectacle Lens Group, grew
rapidly once it was launched in the Essilor networks. The
range has been extended to include new materials and
coatings.
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Canada

In China, the multi-channel strategy to build market share

In 2006, like-for-like revenue expanded 12.7% in a favorable
economic environment, helped by a recovery in the
ophthalmic lens market following the Ontario health
authorities’ 2005 decision to stop reimbursing eyeglasses. Sales volumes were high and strong demand from
independent opticians and optical chains for progressive,

continued to pay dividends. Revenue increased by an estimated 15%, far outstripping growth in the market. The
product mix improved in 2006, reflecting rapid growth in
sales of medium and high-index lenses and polycarbonate
lenses.
In other countries of the region (Indonesia, Malaysia,
Singapore, Hong Kong, the Philippines, Taiwan and
Thailand), revenues expanded at rates of over 10%, sustained by the success of Crizal Alizé and the launch of
Varilux Physio. First-year revenue in Taiwan was very
satisfactory. In Thailand, the end of the year saw the
launch of direct distribution of Essilor brand lenses.
In India, 2006 was an excellent year, with the various networks generating higher volumes and more than 20%
growth in revenue. Essilor continued to deepen its market
coverage with the acquisition of GKB Rx Lens Private Ltd
and the opening of new prescription lens laboratories,
leading to market share gains in progressive lenses. The
Company now operate India’s largest prescription lens
laboratory network.
In Australia and New Zealand, a small increase in the market and rapid growth in progressive lens sales drove a
satisfactory increase in revenue. Two small acquisitions in
New Zealand boosted market share in the country.

anti-reflective and variable-tint lenses drove a favorable
shift in the product mix. The new products launched in the
market–Varilux Physio and Crizal Alizé antistatic lenses–
were very well received, leading to market share gains for
Essilor Canada. A new organization by region was implemented during the year, to move closer to customers and
enhance service quality.
Nikon-Essilor’s Canadian subsidiary also turned in an
excellent performance.
Asia-Pacific:
strong growth in China and India
On a like-for-like basis, revenue in the Asia-Pacific region
grew 8.7%. Varilux Physio won acclaim in all of the region’s
markets.
Essilor has a strong presence in Japan, through NikonEssilor, owned on a 50/50 basis with Nikon. In this very
mature market, Nikon-Essilor improved its product mix and
reported 2% revenue growth. Branded products and high
value-added lenses turned in very good performances.
During the year, Nikon-Essilor launched a customized version of its Presio W progressive lens, called Seeproud.
Outside Japan, Nikon-Essilor’s Canadian and UK subsidiaries
reported outstanding double-digit revenue growth, helped by
increased sales of Presio W lenses produced using digital
surfacing technology.

Latin America: an uneven performance
In Latin America, revenue grew 10.4% overall, but the performances of the various countries were uneven.
In Brazil, the world’s third largest progressive lens market
in volume, the market slowed in the middle of the year;
however, the second-half launch of Varilux Physio restored

Unexpected views

the growth dynamic in the progressive lens segment and
the increase in revenue over the whole year was only
slightly down on 2005. Anti-reflective lenses continued to
enjoy considerable success, with double-digit growth sustained by the opening of a fifth anti-reflective coating
center in Belo Horizonte.
In Argentina, revenue rose sharply in an extremely competitive environment, led by strong sales of progressive and
anti-reflective lenses. The first anti-reflective coating center was opened during the year.
Last year’s reorganization of Essilor’s subsidiary in Mexico
should help to improve penetration of the high potential
local market where progressive lenses are still something of a rarity.
In the other countries of Latin America, the Company
significantly outperformed the market with double-digit
revenue growth led by strong performances in progressive and high value-added single vision lenses. Growth
was particularly strong in Colombia, Venezuela, Chile and
Costa Rica.
Instruments:
growth and international expansion
Essilor is also the world leader in the manufacture and
sale of optical instruments, with two specialties: lens
edging instruments for opticians and prescription laboratories, and vision screening instruments for schools,
occupational medicine centers and other institutions
responsible for performing medical check-ups.
In 2006, revenue from optical instrument sales grew by
an exceptional 13.9% like-for-like, led by new state-of-theart edging equipment.

47

The lens edging instruments business performed particularly well, led by the new Kappa CTD system, which won
acclaim from opticians in Europe, Latin America and Asia
when it was launched worldwide in late 2005. In the
United States, National Optronics–the country’s leading
lens edging company which became an Essilor subsidiary
in 2005–also turned in a very good performance, recording significant orders from the US Army and from prescription lens laboratories.
The vision screening instruments business also had a
good year, particularly in the United States where Stereo
Optical increased its market share and launched new products.
Technological innovations included Tess, a robust, highprecision, new-generation frame tracer unveiled in
January 2007. Equipped with most of the standard data
transmission ports, Tess is designed for local and remote
edging of lenses for all frame shapes, including the curved
shapes used for sunglasses. Designed for future developments in edging technologies, it is already the bestperforming tracer in the market.
Consolidated income statement:
profitability at an all-time high
Gross profit
Gross margin (revenue less cost of sales, as a percentage of
revenue) widened by 0.9 points to 58.2% in 2006 from 57.3%
the previous year.
The steady improvement reflected a favorable change in the
product mix, with higher sales of progressive lenses, and productivity gains for both standard and prescription lenses.
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Operating expenses

Other income and expenses from operations

Operating expenses amounted to €1,085 million in 2006
versus €969.4 million in 2005, representing 40.3% of
revenue, a 0.3-point increase over the year.
The total includes €127.6 million in R&D and engineering
costs (net of a €3 million tax credit), €604.5 million in
selling and distribution costs, and €352.9 million in other

Other income and expenses from operations represented a
net expense of €21.7 million in 2006 compared with a net
expense of €24.9 million the year before. The main items
reported under this caption are as follows:
• Stock option and stock grant costs, in the amount of
€11.2 million versus €8.1 million.
• Employee stock ownership plan costs of €4.8 million
versus €4.2 million.
• Restructuring costs of €2.7 million, corresponding

operating expenses. Marketing and advertising spend was
increased in 2006 to support the launch of Varilux Physio.
The Company also pursued several major prescription lens
engineering projects and upgraded its European information systems.

Contribution from operations (1)
Change in
Reported
LikeEffect of Currency
contribution from
for-like changes in
effect
(1)
operations in 2006
scope of
consolidation

In € millions
In %

61.5

57.3

4.2

0

14.6%

13.6%

1.0%

–

(1) Operating profit before share-based payments, restructuring costs
and other expenses, and goodwill impairment.

Contribution from operations increased 14.6% to €481.9
million from €420.4 million in 2005.
The contribution margin was 0.6 points higher at 17.9% of
revenue. The increase was attributable to strong business
volumes in all of the Company’s host regions, which more
than offset the increase in strategic and support function
costs.

mainly to the cost of closing a glass lens plant in Ireland.
• Charges to provisions for contingencies, claims and litigation for €3 million.
• Goodwill impairment losses, which fell to €2.9 million
from €10.9 million.
• A €2.1 million gain recorded on the first-time consolidation in 2006 of subsidiaries in Croatia and Slovenia.

Operating profit
Operating profit (contribution from operations minus other
income and expenses from operations, net plus or minus gains
and losses on asset disposals) rose 16.8% to €459.8 million
from €393.6 million, representing 17.1% of revenue versus
16.2% in 2005.
Change in
operating profit
in 2006

In € millions
In %

Reported

LikeEffect of Currency
for-like changes in
effect
scope of
consolidation

66.2

59.6

6.7

0

16.8%

15.1%

1.7%

–
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Finance costs and other financial income
and expenses
Finance costs and other financial income and expenses
represented a net expense of €19.9 million in 2006
compared with €18.7 million the year before. Higher cash
reserves led to a reduction in net finance costs, but net
exchange losses and net losses on remeasurement of
financial instruments at fair value both increased.
Income tax expense
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A solid balance sheet
Inventories and working capital requirement
Inventories amounted to €371.1 million at December 31,
2006 compared with €364.6 million at the previous yearend. The like-for-like increase was just 4.3%, significantly
below the rate of revenue growth.
Investments

in € millions

2006

2005

Capital expenditure net of the proceeds

The effective tax rate paid by the Company stood at 31.2%
in 2006 versus 28.9% in 2005. The higher rate stemmed
mainly from the increased contribution to profit of entities
in North America, the Company’s highest tax region, and
from the reduction in tax incentives received by the
Company in Brazil.

from asset sales

191.9

173.8

Depreciation and amortization

132.2

120.8

81.3

175.8

449.0

388.9

Share of profits of associates

Capital expenditure net of disposals totaled €191.9 million
or 7.1% of consolidated revenue. Of this, Europe accounted
for €69 million, North America €63 million, and the rest of
the world €59.9 million.

This item corresponds to the Company’s share of the profits
of VisionWeb (44.03%-owned), Bacou-Dalloz (15.04%-owned)
and Transitions (49%-owned). Share of profit of associates
rose by 26.7% in 2006 to €28.5 million, led by Transitions’
strong earnings performance.
Profit attributable to equity holders
of the parent and earnings per share
Profit for the year totaled €331.2 million, an increase of
14.6%. Profit attributable to equity holders of the parent
was 14.3% higher, at €328.3 million, representing 12.2% of
revenue versus 11.8% in 2005. Earnings per share grew
14.1% to €3.21.

Gross financial investments
Cash flow (1)

(1) Cash provided by operations less change in working capital requirement and
provisions.

Spending broke down as follows:
• Around 30% was devoted to series production.
• Around 65% was used to equip prescription laboratories,
most of this for anti-reflection machines and digitally
controlled machines needed to deploy the digital surfacing
technology used in the production of the new Varilux Physio
progressive lens.
• The balance went to various uses in Research and
Development and Instruments.
Net financial investments amounted to €70.8 million in
2006. Acquisitions and loans to non-consolidated companies accounted for €59.7 million, while buybacks of
convertible bonds and the allocation of shares upon exercise of stock options represented €11.1 million.
Essilor - 2006 Annual Report
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Cash flow statement
Higher profitability and the Company’s robust performance in 2006 drove an increase in net cash despite the
sharp rise in dividends and the ambitious program of
industrial and financial investment.
Essilor ended the year with a net cash position of €210
million.

in € millions
192
456

33
33

Net cash from
operations
Proceeds
from employee
share issue
Effect of changes
in exchange rates
and in the scope
of consolidation

7
96
71
157

Capital expenditure net
of disposals(1)
Change in WCR
and provisions
Dividends
Financial investments
net of the proceeds
from disposals(1)
Increase in net cash
position

(1) In all, the proceeds from disposals of property, plant and equipment
and non-current financial assets totaled €24.1 million in 2006.

Key ratios
• Return on equity (ROE)
Return on equity–corresponding to the ratio of net profit to
equity–climbed to 17.3% in 2006 from 17.1% the previous
year.
• Return on assets (ROA)
Return on assets–corresponding to the ratio of EBIT to noncurrent assets and working capital–rose sharply, to an
historical high of 28% from 24.8% in 2005.
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Consolidated income statement
€ thousands, except for per share data

2006

2005

Revenue

2,689,958

2,424,323

Cost of sales

(1,123,078)

(1,034,529)

GROSS PROFIT

1,566,880

1,389,794

Research and development costs

2004 (a)

2,202,528
(960,457)
1,242,071

(127,629)

(113,490)

(106,095)

Selling and distribution costs

(604,548)

(538,711)

(495,458)

Other operating expenses

(352,789)

(317,176)

(283,977)

481,914

420,417

356,541

CONTRIBUTION FROM OPERATIONS
Restructuring costs, net

(2,662)

(3,353)

(6,203)

Impairment losses

(2,929)

(11,256)

(2,539)

(16,101)

(12,269)

(8,544)

(68)

1,967

1,832

(304)

(1,871)

(2,192)

Compensation costs on share-based payments
Other income and expenses from operations, net
Gains and losses on asset disposals, net
OPERATING PROFIT

459,850

393,635

338,895

Finance costs

(30,510)

(28,021)

(26,288)

Income from cash and cash equivalents

20,090

18,993

18,095

Other financial income and expenses, net

(9,442)

(9,708)

(5,402)

PROFIT BEFORE TAX

439,988

374,899

325,300

Income tax expense

(137,331)

(108,292)

(90,044)

NET PROFIT OF FULLY-CONSOLIDATED COMPANIES

302,657

266,607

235,256

28,499

22,457

9,837

331,156

289,064

245,093

328,284

287,134

244,427

2,872

1,930

666

3.21

2.82

2.41

102,123

101,883

101,483

3.11

2.72

2.32

108,169

108,455

107,854

Share of profits of associates
PROFIT FOR THE PERIOD
Attributable to equity holders of Essilor International
Attributable to minority interests
Basic earnings per share (€)
Weighted average number of shares (thousands)
Diluted earnings per share (€)
Diluted weighted average number of shares (thousands)
(a) Excluding IAS 32 and IAS 39, applied as from January 1, 2005.
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Consolidated balance sheet (assets)
€ thousands

December 31, 2006

December 31, 2005

December 31, 2004(a)

Goodwill

474,771

451,037

350,357

Other intangible assets

118,166

124,195

88,155

Property, plant and equipment

671,257

637,342

520,256

1,264,194

1,212,574

958,768

155,596

133,313

101,090

Other long-term financial investments

34,657

41,408

42,830

Deferred tax assets

34,655

36,612

40,099

Long-term receivables

9,338

9,189

4,087

Other non-current assets

1,370

0

0

235,616

220,522

188,106

1,499,810

1,433,096

1,146,874

371,133

364,559

306,440

7,698

9,614

7,634

551,013

515,460

447,420

Current income tax assets

7,929

16,054

4,015

Other receivables

6,558

7,851

5,872

Derivative financial instruments

3,174

2,650

0

16,174

14,139

14,218

0

0

449

584,889

658,713

670,339

1,623,715

1,589,039

1,456,387

0

4,015

0

3,123,525

3,026,150

2,603,261

INTANGIBLE ASSETS AND PROPERTY,
PLANT AND EQUIPMENT, NET
Investments in associates

OTHER NON-CURRENT ASSETS
TOTAL NON-CURRENT ASSETS, NET
Inventories
Prepayments to suppliers
Short-term receivables

Prepaid expenses
Own shares
Marketable securities
Cash and cash equivalents
CURRENT ASSETS
Non-current assets held for sale
TOTAL ASSETS
(a) Excluding IAS 32 and IAS 39, applied as from January 1, 2005.

75,147
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Consolidated balance sheet (equity and liabilities)
€ thousands

December 31, 2006

Share capital
Additional paid-in capital
Retained earnings

December 31, 2005

36,347

36,122

36,159

236,858

203,771

212,449

1,331,761

1,133,089

949,031

Treasury stock

(71,502)

(81,979)

Oceane conversion option

35,489

40,752

1,935

(1,289)

(4,399)

63,266

Revalution and other reserves
Translation reserve
Profit attributable to equity holders of Essilor International

December 31, 2004(a)

(63,695)

(37,451)

328,284

287,134

244,427

1,894,773

1,680,866

1,340,920

11,032

7,000

4,515

1,905,805

1,687,866

1,345,435

95,793

90,848

81,430

Long-term borrowings

262,997

448,848

607,383

Deferred tax liabilities

1,267

2,163

1,878

198

631

551

360,255

542,490

691,242

Provisions

23,350

26,321

32,010

Short-term borrowings

187,011

156,222

25,613

3,183

6,943

7,257

554,693

522,505

439,114

Taxes payable

29,086

26,665

30,883

Other liabilities

50,591

38,897

23,551

Derivative financial instruments

2,221

9,267

Deferred income

7,330

8,974

8,156

857,465

795,794

566,584

3,123,525

3,026,150

2,603,261

EQUITY ATTRIBUTABLE TO EQUITY HOLDERS
OF ESSILOR INTERNATIONAL
Minority interests
TOTAL EQUITY
Provisions for pensions and other postemployment benefit obligations

Long-term payables
NON-CURRENT LIABILITIES

Customer prepayments
Short-term payables

CURRENT LIABILITIES
TOTAL EQUITY AND LIABILITES
(a) Excluding IAS 32 and IAS 39, applied as from January 1, 2005.
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Essilor
and the
stock market

Share data
The Essilor share trades on the Euronext Paris (Eurolist
– Compartment A) stock exchange.
Par value: €0.35
Number of fully paid shares of common stock outstanding
at December 31, 2006: 103,848,436

The Essilor share was introduced on the Paris Bourse
on October 28, 1975 at a restated price of €0.5189. It closed

Eligible for the SRD deferred settlement system and PEA
equity savings plan.
Codes and symbols: ISIN: FR 0000121667, Reuters: ESSI.PA,
Bloomberg: EF.FP

on December 29, 2006 at €81.45.
The shareholder base

Stock indexes in which the Essilor share
is included

At December 31, 2006, there were 103,848,436 Essilor
shares outstanding (100% of the free float) and 110,550,299
voting rights.

• CAC 40. Weighting: 0.86% (Source: Euronext February 2007)
• Euronext 100
• Euronext FAS IAS® (employee shareholder index) since
December 4, 2006
• Socially responsible investment indexes:
• ASPI (Vigeo agency)
• FTSE4Good

Shareholder structure
50.3%

Non-resident institutional
investors
Resident institutional
investors

1.1%
11.7%
28.6%
8.3%

Private shareholders
Employees
Treasury stock

OCEANE data
Listing: Euronext Paris
Par value: €51.15
Number of OCEANE bonds outstanding at December 31,
2006: 5,249,674
ISIN code: FR 0000189276

Essilor securities
Essilor has issued two types of securities: shares of common
stock and bonds convertible into and/or exchangeable for
new or existing shares of common stock (OCEANE).

Essilor share price up 19.4% in 2006
In €

2006

2005

2004

2003

2002

High

85.35

71.95

57.75

42.5

45.57

Low

66.65

52.3

39.2

30.85

31.2

Closing on December 31

81.45

68.2

57.65

41

39.25

103,848,436

103,206,262

103,310,483

102,740,108

102,683,613

8,430

7,012

5,932

4,188

3,975

Shares outstanding on December 31
Market capitalization on December 31 (in € millions)

In 2006, the Essilor share rose by 19.4%, compared with a 17.5% increase for the CAC 40 index. Over the past five years, the
Essilor share has increased by 139.9%, compared with a 19.8% rise in the CAC 40 during the same period.

Unexpected views

A commitment to transparent information
The Company’s businesses and financial data are posted in
the Shareholders/Investors section of the essilor.com
website.
• Press releases announcing revenue, earnings and acquisitions, as well as presentations of the Company’s interim
and full-year results.
• Information provided in compliance with French securities regulations, including the Registration Document.
• Essilor share price performance.
• Direct webcast of meetings with analysts following the release
of the Company’s interim and full-year results.
• Recorded webcast of conference calls with analysts
following the release of the Company’s quarterly, interim
and full-year results.
• Calendar of publications.
Dividend up 120%
in five years
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............1.98
...1.82

3.21
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.. .2.82

.
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.
.
2.41
.....

....
...... ............1.10

.. ..........
..............0.76
.......
........
0.56
0.50
2003

2004

Earnings per share

0.94

2005

2006

Dividend per share

Payout ratio
As a % of profit attributable to equity holders of Essilor International

34.4%
33.3%
32.7%. ................ ................

........

28%
28.4%.......
........
..
.........
2002

2003

Essilor and CAC 40 performance
January 1, 2004-February 28, 2007

Base 100

Essilor: up 110%

CAC 40: up 55%

January
2004

January
2005

January
2006

January
2007

Meetings with the financial community

In €

2002

55

2004

2005

2006

Payout ratio

Essilor paid a dividend of €1.10 per share for 2006, an
increase of 17% over the previous year. Between 2002 and
2006, the dividend increased by a factor of 2.2.

Essilor holds two meetings a year with analysts to discuss
its results and strategy. These meetings are webcast on the
Company’s Internet site.
Meetings are held throughout the year with institutional
investors in Europe, North America and Asia. In 2006, senior
management and the Investor Relations department organized roughly 150 individual meetings and took part in ten
roadshows in leading financial markets, holding two in Paris
and one each in London, New York, Edinburgh, Boston, Frankfurt, Toronto, Montreal and Milan.
To give financial analysts who cover Essilor an in-depth look
at the complex reality of the ophthalmic optics industry, the
Company organized a tour of a production facility in Bangkok,
Thailand and a prescription laboratory in Bangalore, India.
The visit provided an opportunity to present Essilor’s strategy
in Asia and, more particularly, in India.
Shareholders/Investors contact:
Véronique Gillet, Vice President, Investor Relations and
Financial Communication
Tel: +33 (0) 1 49 77 42 16 – E-mail: invest@essilor.com
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5-year financial performance
in € millions

2006
IFRS

2005
IFRS

2004
IFRS(1)

2004

2003

2002

INCOME STATEMENT
Revenue

2,690

2,424

2,203

2,260

2,116

2,138

Gross margin(2) as a % of revenue

58.2

57.3

56.4

60.3

60.6

59.7

Operating expenses as a % of revenue

40.3

40.0

40.2

-

-

-

Contribution from operations (3)

482

420

356.5

-

-

-

Contribution from operations as a % of revenue

17.9

17.3

16.2

-

-

-

Operating profit (French GAAP)

-

-

-

404

365

341

Operating profit as a % of revenue

-

-

-

17.9

17.2

15.9

459.8

393.6

338.9

Operating profit as a % of revenue

17.1

16.2

15.4

Profit for the period attributable to equity holders
of Essilor International

328

287

244

227

200

182

Net margin as a % of revenue

12.2

11.8

11.1

10.1

9.5

8.5

Cash flow(4)

458

418

392

385

354

335

Capital expenditure

Operating profit (IFRS)

CASH FLOWS

205

181

150

160

150

145

Financial investments(5)

81

176

111

115

150

37

Dividends paid (6)(7)

96

77

62

62

59

46

Equity attributable to equity holders of Essilor International

1,895

1,681

1,341

1,335

1,206

1,212

Intangible assets and property, plant and equipment, net

1,264

1,213

959

963

937

943

BALANCE SHEET

Inventories

371

365

306

319

311

325

Total borrowings

450

606

633

646

709

415

Net cash (8)

210

54

37

34

(97)

(163)

28

24.8

25.7

26.8

24.1

21.2

17.4

17.1

18.3

17

16.6

15

11

3.2

2.8

2.5

18.55

16.57

13.20

13.14

11.92

11.99

Basic earnings

3.21

2.82

2.41

2.24

1.98

1.82

Diluted earnings

3.11

2.72

2.32

2.15

1.95

1.81

Dividend

1.10

0.94

0.76

0.76

0.56

0.50

34.4%

33.3%

32.7%

34%

28.4%

28%

103,848,436

103,206,262

103,310,483

103,310,483

102,740,108

102,683,613

29,288

26,534

24,793

25,886

23,607

23,269

FINANCIAL RATIOS (as a %)
Return on assets (ROA)
Return on equity (ROE)
Net cash to equity

(8)

(13)

PER-SHARE DATA (in € )
Net Asset Value(9)

Payout ratio
Shares outstanding at year-end(10)
OTHER DATA
Employees(11)

(1) Before first-time application of IAS 32 and IAS 39 standards
(January 1, 2005).
(2) Revenue less cost of sales.
(3) Operating profit before share-based payments, restructuring costs
and other expenses, and goodwill impairment.
(4) Profit before non-cash items and share of profits of associates,
net of dividends received.
(5) Including buyback of treasury stock.
(6) Dividends paid for the previous year.

(7) Including précompte dividend equalization tax in the years 2001-2003.
Abolished in 2004.
(8) After first-time application of IAS 32, on January 1, 2005, Essilor's net cash
position stood at €74 million.
(9) Equity including minority interests / Number of shares excluding treasury
stock.
(10) Including shares held in treasury.
(11) Excluding Transitions Optical Inc. employees in 2004, 2005 and 2006
(IFRS).

Airwear®, Alizé®, Crizal®, Crizal® Alizé®, Crizal® Alizé® avec AST™, Crizal A2™, Definity®, Dual Add®, Essilor®,
Essilor® Anti-Fatigue™, Ipseo®, i-technology™, Kappa™, Physiotints®, Tess™, Twin Rx Technology™, Varilux®, Vision
Haute Résolution™, Varilux Physio®, and Xelios®, are registered trademarks of Essilor International. Accolade™
is a registered trademark of Essilor of America. Anateo™ is a registered trademark of BBGR. Sports Sol-utions™
is a registered trademark of BNL.
Nikon® and Presio® are registered trademarks of Nikon Corporation and the Nikon® Seeproud™ trademark is
owned by Nikon Corporation.
Transitions® is a registered trademark of Transitions Optical Inc.
Scotchgard is a trademark belonging to 3M.
Global Value® is an analysis model registered by BMJ Ratings.
Unless otherwise indicated:
- Information concerning market share and positions is based on volumes sold.
- Marketing information concerning the ophthalmic optics market and industry as well as information about
Essilor's market share and positions is based on internal assessments and studies incorporating external market
data where appropriate.
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The Annual Report and Registration Document are produced
by the Investor Relations and Financial Communication Department
Tel: + 33 (0) 1 49 77 42 16
Fax: + 33 (0) 1 49 77 43 24
Email: invest@essilor.com – Website: www.essilor.com

Detailed financial and legal data intended for shareholders are included in the 2006 Registration Document filed with Autorité des Marchés Financiers.
This document is available on request from Essilor headquarters and can be downloaded from the Shareholders/Investors section of www.essilor.com.
The English version of this Annual Report is a free translation from the original, which was prepared in French. All possible care has been taken to ensure
that the translation is an accurate representation of the original. However, in all matters of interpretation of information, views or opinion expressed therein
the original language version of the document in French takes precedence over the translation.

Compagnie Générale d’Optique
147, rue de Paris - 94220 Charenton-le-Pont - France
Tel: +33 (0) 1 49 77 42 24 - Fax: + 33 (0) 1 49 77 44 20
www.essilor.com

A French corporation with fully paid-up capital of €36,346,952.60
Registered under the number 712 049 618 R.C.S. in Créteil, France.
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