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D EAR SHAREHOLDER:
In many respects, fiscal 2001 was the most unique in
the history of Barnes & Noble, as well as the entire
world of retail. Virtually no one came out of the year
with what they planned going in.
Nevertheless, in spite of troublesome business conditions,
particularly during the important holiday season, one
fact remained clear: Barnes & Noble continued to lead
the book industry in sales, comparable store increases,
operating profit and cash flow. We also continued to
outperform the specialty retail industry as well.
During the year, 40 new Barnes & Noble stores were
opened, bringing our total to 591 stores. As a result
of our strong new-store performance, hundreds of
new opportunities for store expansion are now under
consideration. We believe we are only at the midpoint
of our national rollout and expect to remain very active
on this front for many years to come.
While we are growing the number of stores, we are also
growing within the store. New products such as DVDs,
magazine subscriptions and gifts — and especially bookrelated children’s products — show more promise and
better results as we roll them out. We also plan to increase,
commensurate with our growth as a bookseller, our
extensive publishing activities with its higher gross
margins and greater consumer acceptance due to the
better values the books represent.
Better yet is the growing reality that Barnes & Noble.com
(www.bn.com) seems to be creating more retail sales rather
than less. Perhaps, this is because our Web site serves as a
broadcast channel for the entire enterprise, attracting tens
of millions of visitors to our offerings each year, building
our brand, and more importantly, our franchise.
And yes, losses at Barnes & Noble.com are beginning to
decline sharply, owing to the rigorous cost-rationalization
programs we have established. Our site is effective and
critically acclaimed. It is gaining market share and making
seamless our connections to our customers, the largest
group of loyal book patrons in the world.
Elsewhere at Barnes & Noble, or should I say, central to
Barnes & Noble’s future plans, has been the remarkable
growth of GameStop, our video-game business. Against
the backdrop of declining retail sales all over America,
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this company had comparable sales increases of 32
percent for the year, and total sales nearly doubled. As
a result, in February 2002, we consummated an initial
public offering (IPO) for GameStop and received $250
million in cash, while still retaining approximately
63 percent of the company. This IPO put us in the
position to continue to reap the benefits from this
rapidly growing company in a rapidly expanding
industry while, at the same time, we were able to recoup
more than two-thirds of our initial investment.
Although our year did end with mixed results, our balance
sheet has been strengthened substantially, and cash flows
continue to improve with each passing year. The stage has
been set for much improved expectations for fiscal 2002.
Speaking of which, please permit me to re-introduce our
newly appointed Chief Executive Officer, Steve Riggio,
and Mitchell Klipper, our new Chief Operating Officer.
They are two of the company’s most seasoned and
respected executives, with over 30 years experience
between them. They work well together as a team, and
both are familiar with all phases of our enterprise —
retail bookselling, electronic commerce, finance and
operations. Steve and Mitchell possess the skills, the
experience and the commitment to lead our company
for many years to come.
We could not be more optimistic about the future given
our strong management team, growing business, and
solid balance sheet.
Our financial highlights for fiscal year 2001 follow:
Although we ended fiscal 2000 with a strong increase
in comparable sales of 4.9 percent, the effects of the
slowing economy, and later, the terrorist attacks, clearly
affected sales for 2001. We ended the year with a
comparable sales increase of 2.7 percent — good
compared to most specialty retailers — but still about
two percent from our expectations. Clearly, the company
made a case for bookselling being less cyclical than other
retailers; nevertheless, our “boat” remains somewhat
affected by rising and falling tides.
For these reasons, we began an aggressive cost-cutting
campaign (of which this less glossy report is a component)
in the middle of the first quarter. This campaign produced
about $26 million of a targeted $30 million reduction in
expenses by year-end, with the balance of $4 million rolling
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over into 2002. The expense reductions helped mitigate the
lower-than-budgeted sales, as bookstore operating profit
came in at $216 million; disappointing, yet a good result
considering the numbers posted by other retailers.
During the year we rolled out our Readers’ AdvantageTM
program (which continues to grow), and by the end of
2001, enrolled nearly two million members who paid
$25.00 to join. We realized at the outset that a margin
shortfall would result in the early stages of the program
due to the ten percent discount members received, but
believed then, as we do now, that this “loyalty” card
would provide a long-range sales lift and higher profits
in the future. The program was also intended to mitigate
the negative impact of publishers’ higher pricing and the
differential between bookstore pricing and that of
aggressive online discounters. As a result, we believe the
nearly two million members we enrolled last year will
outspend non-members sufficiently to produce a positive
delta in gross profit (not gross margin percent) for the
current year, and will only increase in years to come.
As planned, the pace of store closings at B. Dalton continued
in 2001, as we closed 35 stores, leaving us with a total of
305 compared to nearly 600 six years ago. As a result,
our mall-store business, whose operating margins have
been declining for the past six years, now constitutes
only eight percent of our total bookstore sales. The
transformation of our business from a mall-based operator
to a growing enterprise of world-class bookstores is now
virtually completed. We are extremely pleased with our
strategic positioning and with the balancing of our real
estate portfolio.
Within the context of the national retail climate, what
we experienced with our GameStop business was
nothing short of phenomenal. Overall, sales grew by 48
percent to $1.1 billion, with 74 new stores opened for a
total of 1,038 stores. More significantly, we were major
participants in the sale of new platforms (PlayStation 2,
Xbox, Game Boy Advance and GameCube), which
together with the previously “installed base,” brings
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this industry to an unprecedented level. The next several
years promise to produce “trailing” software sales, whose
higher margins will nourish our bottom line.
Finally, the rationalization (lower expenses and targeted
marketing) of our Barnes & Noble.com affiliate has
produced a dramatic reduction in net losses, while at
the same time allowed for the continued growth of the
business: sales increased by 8 percent and net operating
losses declined by 38 percent.
The year 2001 also ended with significant improvements
to our balance sheet. Retail earnings before interest,
taxes, depreciation and amoritization (EBITDA) grew
from $381 million in 2000 to $392 million for the
year, with free cash flow of $218 million, compared to
a negative cash flow of $77 million for the previous
year. Our balance sheet was further bolstered by
the GameStop IPO in the first quarter of 2002. These
targeted initiatives, including working capital management
and corporate finance activities, have resulted in our
being in the strongest financial position in the
company’s history. We are well within the appropriate
safety margins in terms of all of our key ratios, and in a
position to negotiate credit facilities to provide upside
support as well as downside protection. Given the
current nature of the debt and equity markets, we
believe we are in an enviable position.
Looking forward to this year, and to the years that
follow, we are optimistic and encouraged. As always in
the world of retail, and especially as a bookseller in the
midst of an information revolution, we have much work
ahead of us. We are resolved, we are committed, and we
will remain opportunistic. As always, we will strive to
achieve the best business practices, and of course, chart
the best and clearest path to profitable growth.
Our success ultimately depends upon the work of our
dedicated booksellers and the faith of our shareholders.
Thank you for your support and the important
contributions you continue to make.
Sincerely,

Leonard Riggio
Chairman
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2001

2000

Fiscal Ye a r

1999

( In mil li on s of do l la r s, e xc e pt p e r s ha re d at a )

Sa l e s
O p e rating prof it ( 1 )
Retail net earnings ( 1 ) ( 2 )
Total net earnings ( 1 )
Retail earni ng s per common share ( 1 ) ( 2 )
C o n s o l i d ated earnings per common share

$

(1)

4,870 . 4
250.3
1 23 . 6
66.6
1 .70
0 . 97

$

4,37 5 . 8
24 0 .7
1 0 9 .1
40.5
1.69
0.63

$

TOTAL RETAIL SA L E S

BARNES & NOBLE BOOKSTORE SA L E S

in millions

in millions

3,486.0
23 2 .1
1 22 . 9
1 24 . 5
1 .7 2
1 .7 5

3 ,74 9

3 , 61 8

3 , 2 62
4 , 8 70
4 , 376
3,486

1999

2000

2001

R E TAIL EBITDA
in millions

1999

2000

BARNES & NOBLE.COM SALES
381.4

392.2

in millions

2001

(3)(4)

404.6
374 . 9

3 44 . 4

1 9 3 .7

1999

2000

2001

1999

2 0 0 0(5)

2001

(1) Excludes legal settlement expenses in 2001 and impairment charge in 2000.
(2) Excludes equity in net loss of Barnes & Noble.com, gain on formation of Barnes & Noble.com, other income (expense) and
Calendar Club L.L.C.
(3) Sales for Barnes & Noble.com reflect December 31 fiscal year-ends. The Company has approximately a 36 percent interest
in Barnes & Noble.com.
(4) Not included in consolidated financial highlights.
(5) Includes the pro forma results of Fatbrain.com as if the acquisition of Fatbrain.com had taken place on January 1, 2000.

S E L E C T E D
2 0 0 1

A n n u a l

T
THE

C O N S O L I D A T E D
R e p o r t

■

F I N A N C I A L

B a r n e s

SELECTED CONSOLIDATED FINANCIAL DATA OF

&

N o b l e ,

D AT A
I n c .

BARNES & NOBLE, I NC. and its subsidiaries (collectively,

the Company) set forth on the following pages should be read in conjunction with the consolidated financial statements
and notes included elsewhere in this report. The Company’s fiscal year is comprised of 52 or 53 weeks, ending on the
Saturday closest to the last day of January. The Statement of Operations Data for the 52 weeks ended February 2, 2002
(fiscal 2001), 53 weeks ended February 3, 2001 (fiscal 2000) and the 52 weeks ended January 29, 2000 (fiscal 1999)
and the Balance Sheet Data as of February 2, 2002 and February 3, 2001 are derived from, and are qualified by
reference to, audited consolidated financial statements which are included elsewhere in this report. The Statement of
Operations Data for the 52 weeks ended January 30, 1999 (fiscal 1998) and the 52 weeks ended January 31, 1998
(fiscal 1997) and the Balance Sheet Data as of January 29, 2000, January 30, 1999 and January 31, 1998 are derived
from audited consolidated financial statements not included in this report. Certain prior-period amounts have been
reclassified for comparative purposes.
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Fiscal Year

2001

F I N A N C I A L

2000 (1)(2)

D AT A

1999 (3)

c o n t i n u e d

1998

1997

(Thousands of dollars, except per share data)

STATEMENT OF OPERATIONS DATA:
Sales
Barnes & Noble stores (4)
B. Dalton stores (5)
Barnes & Noble.com
Other

$

3,359,464
3 1 0,303
-79,225

3 ,1 6 9 , 5 9 1
372,230
-76 , 41 9

2 , 8 2 1,549
426, 0 1 8
-14,728

2 , 515,352
468, 414
-21,842

2,245, 5 3 1
509,389
14 , 6 0 1
27,331

3,748,992
1,1 2 1,398

3 , 61 8,240
757,564

3,262,295
223,74 8

3,005,608
--

2,796,852
--

Total sales
Cost of sales and occupancy

4,870,390
3,560,038

4,375,804
3 ,1 6 9,7 24

3,486,043
2,483,729

3,005,608
2 ,14 2,71 7

2,796,852
2,019, 2 9 1

Gross profit
Selling and administrative expenses
Legal settlement expense (7)
Depreciation and amortization
Pre-opening expenses
Impairment charge (8)

1,310,352
904,280
4,500
147,826
7,959
--

1,206,080
812,992
-144,76 0
7,669
106,833

1,002, 3 14
651,099
-112,304
6,801
--

8 62 , 8 9 1
580,609
-88,345
8,795
--

777, 5 61
542,336
-76, 9 51
12,918
--

24 5 ,78 7

133,826

23 2 ,1 1 0

1 8 5 ,14 2

145,356

(36,334 )
( 88,378 )
-( 1 1 ,73 0)

( 5 3 , 5 41 )
( 1 0 3,936 )
-( 9,346 )

( 23 ,76 5 )
( 42,047 )
25,000
27,337

( 24 , 41 2 )
(71,334 )
63,759
3 , 414

( 37,666)
--1,913

Earnings (loss) before provision for income taxes,
extraordinary charge and cumulative
effect of a change in accounting principle
Provision for income taxes

109,345
45,378

( 3 2 , 9 97 )
18,969

2 1 8,635
89,637

15 6,569
6 4 ,1 9 3

109,603
44,935

Earnings (loss) before extraordinary
charge and cumulative effect of
a change in accounting principle
Extraordinary charge (13)
Cumulative effect of a change in accounting principle

63,967
---

( 51,966 )
---

128,998
-( 4,500)

92,376
---

64,668
(11,499 )
--

63,967

( 51,966 )

124,498

92,376

5 3 ,1 6 9

Total bookstore sales
GameStop stores (6)

Operating profit
Interest expense, net and amortization
of deferred financing fees (9)
Equity in net loss of Barnes & Noble.com (10)
Gain on formation of Barnes & Noble.com (11)
Other income (expense) (12)

Net earnings (loss)

$

S E L E C T E D

C O N S O L I D AT E D

2 0 0 1

A n n u a l

R e p o r t

Fiscal Year

■

2001

F I N A N C I A L
B a r n e s

&

2000 (1)(2)

D A TA

N o b l e ,

7

c o n t i n u e d

I n c .

1999 (3)

1998

1997

(Thousands of dollars, except per share data)

Earnings (loss) per common share
Basic
Earnings (loss) before extraordinary
charge and cumulative effect of
a change in accounting principle
Extraordinary charge
Cumulative effect of a change
in accounting principle
Net earnings (loss)
Diluted
Earnings (loss) before extraordinary
charge and cumulative effect of
a change in accounting principle
Extraordinary charge
Cumulative effect of a change
in accounting principle
Net earnings (loss)

$
$

0.96
--

( 0.81 )
--

1.87
--

1.35
--

0.96
( 0.17 )

$
$

-0.96

-( 0.81 )

( 0.07 )
1.80

-1.35

-0 .7 9

$
$

0.94
--

(0.81 )
--

1.81
--

1.29
--

0.93
( 0.17 )

$
$

-0.94

-( 0.81 )

( 0.06 )
1.75

-1.29

-0 .76

Weighted average common shares outstanding
Basic
Diluted
OTHER OPERATING DATA:
Number of stores
Barnes & Noble stores (4)
B. Dalton stores (5)
GameStop stores (6)
Total
Comparable store sales increase (decrease) (14)
Barnes & Noble stores (4)
B. Dalton stores (5)
GameStop stores (6)

66,393,000
77,839,000

64,341,000
64,341,000

69,005,000
71,354,000

68,435,000
71, 677,000

67, 237,000
69,836,000

591
305
1,038

569
339
978

542
400
526

520
489
--

483
528
--

1,934

1,886

1,468

1,009

1,011

2 .7 %
( 3 .7 )
32.0

4.9 %
(1 .7 )
( 6 .7 )

6 .1 %
0 .1
12.5

5.0 %
( 1.4 )
--

9.4 %
(1 .1 )
--

Capital expenditures

$

168,833

134,292

146,294

141,378

121,903

BALANCE SHEET DATA:
Working capital
Total assets
Long-term debt
Shareholders’ equity

$
$
$
$

4 5 0 ,76 6
2,623,220
449,000
8 8 8,1 1 0

520,1 78
2 , 5 57,476
666,900
777,677

318,668
2 , 41 3,7 9 1
431,600
846,360

3 15,989
1 ,8 07,597
24 9,1 0 0
678,789

2 6 4 ,71 9
1 , 5 9 1,1 71
2 8 4,800
5 3 1,7 5 5
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(1)
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Fiscal 2000 includes the results of operations of Funco,
Inc. from June 14, 2000, the date of acquisition.

(2) In fiscal 2000, the Company acquired a controlling interest
in Calendar Club L.L.C. (Calendar Club). The Company’s
consolidated statement of operations includes the results
of operations of Calendar Club. Prior to fiscal 2000, the
Company included its equity in the results of operations of
Calendar Club as a component of other income (expense).
(3)

Fiscal 1999 includes the results of operations of Babbage’s
Etc. LLC from October 28, 1999, the date of acquisition.

(4)

Also includes Bookstop and Bookstar stores.

(5)

Also includes Doubleday Book Shops, Scribner’s Bookstores
and smaller format bookstores operated under the Barnes
& Noble trade name representing the Company’s original
retail strategy.

(6)

Also includes FuncoLand stores, Software Etc. stores and
Babbage’s stores.

(7)

Represents legal and settlement costs associated with the
lawsuit brought by the American Booksellers Association.

(8)

Represents a non-cash charge to operating earnings to
adjust the carrying value of certain assets, primarily
goodwill relating to the purchase of B. Dalton and other
mall-bookstore assets.

(9)

Interest expense for fiscal 2001, 2000, 1999, 1998 and
1997 is net of interest income of $1,319, $939, $1,449,
$976 and $446, respectively.

(10) On November 12, 1998, the Company and Bertelsmann
AG (Bertelsmann) completed the formation of a limited
liability company to operate the online retail bookselling
operations of the Company’s wholly owned subsidiary,
barnesandnoble.com inc., which had begun operations
in fiscal 1997. As a result of the formation of
barnesandnoble.com llc (Barnes & Noble.com), the
Company began accounting for its interest in Barnes &
Noble.com under the equity method of accounting as of
the beginning of fiscal 1998. Fiscal 1998 reflects a 100
percent equity interest in Barnes & Noble.com for the
first three quarters ended October 31, 1998 (also the
effective date of the limited liability company agreement),
and a 50 percent equity interest beginning on November
1, 1998 through the end of the fiscal year. As a result
of the initial public offering (IPO) for the Barnes &
Noble.com business on May 25, 1999, the Company and
Bertelsmann each retained a 40 percent interest in Barnes
& Noble.com. Accordingly, the Company’s share in the
net loss of Barnes & Noble.com for fiscal 1999 was based
on a 50 percent equity interest from the beginning of
fiscal 1999 through May 25, 1999 and 40 percent

F I N A N C I A L
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through the end of the fiscal year. In November 2000,
Barnes & Noble.com acquired Fatbrain.com, Inc.
(Fatbrain), the third largest online bookseller. Barnes &
Noble.com issued shares of its common stock to Fatbrain
shareholders. As a result of this merger, the Company and
Bertelsmann each retained an approximate 36 percent
interest in Barnes & Noble.com. Accordingly, the
Company’s share in the net loss of Barnes & Noble.com
was 40 percent from the beginning of fiscal 2000 through
November 2000 and approximately 36 percent thereafter.
(11) As a result of the formation of the limited liability
company, the Company recognized a pre-tax gain during
fiscal 1998 in the amount of $126,435, of which $63,759
has been recognized in earnings based on the $75,000
received directly from Bertelsmann and $62,676 ($36,351
after taxes) has been reflected in additional paid-in capital
based on the Company’s share of the incremental equity of
the joint venture resulting from the $150,000 Bertelsmann
contribution. As a result of the Barnes & Noble.com IPO,
the Company recorded an increase in additional paid-in
capital of $200,272 ($116,158 after taxes) representing
the Company’s incremental share in the equity in Barnes
& Noble.com. In addition, the Company recognized a
pre-tax gain of $25,000 in fiscal 1999 as a result of cash
received in connection with the joint venture agreement
with Bertelsmann.
(12) Included in other expense for fiscal 2001 is $3,985 in equity
losses in iUniverse.com, $2,500 in equity losses in BOOK®
magazine and $5,581 in equity losses in enews, inc. Included
in other expense in fiscal 2000 are losses of $9,730 from the
Company’s equity investments. Included in other income in
fiscal 1999 are pre-tax gains of $22,356 and $10,975
recognized in connection with the Company’s investments
in Gemstar International Ltd. (formerly NuvoMedia Inc.)
and Indigo Books & Music Inc. (formerly Chapters Inc.),
respectively, as well as a one-time charge of $5,000
attributable to the termination of the Ingram Book Group
acquisition and losses from equity investments of $994.
(13) Reflects a net extraordinary charge during fiscal 1997
due to the early extinguishment of debt, consisting of: (i)
a pre-tax charge of $11,281 associated with the redemption
premium on the Company’s senior subordinated notes;
(ii) the associated write-off of $8,209 of unamortized
deferred finance costs; and (iii) the related tax benefits of
$7,991 on the extraordinary charge.
(14) Comparable store sales increase (decrease) is calculated
on a 52-week basis, and includes sales of stores that have
been open for 15 months for Barnes & Noble stores (due
to the high sales volume associated with grand openings)
and 12 months for B. Dalton stores. Comparable store
sales increase (decrease) for the GameStop stores are
calculated on a 52-week basis, and include sales of stores
that have been open for 12 months.
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M A N AGEMENT’S DISCUSSION AND
A N A LYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERAT I O N S
The Company’s fiscal year is comprised of 52 or 53
weeks, ending on the Saturday closest to the last day
of January. As used in this section, “fiscal 2001”
represents the 52 weeks ended February 2, 2002, “fiscal
2000” represents the 53 weeks ended February 3, 2001
and “fiscal 1999” represents the 52 weeks ended
January 29, 2000.

GENERAL
Barnes & Noble, Inc. (Barnes & Noble or the Company),
the nation’s largest bookseller1, as of February 2, 2002
operates 896 bookstores and 1,038 video-game and
entertainment-software stores. Of the 896 bookstores,
591 operate under the Barnes & Noble Booksellers,
Bookstop and Bookstar trade names (40 of which were
opened in fiscal 2001) and 305 operate under the
B. Dalton Bookseller, Doubleday Book Shops and
S c r i b n e r’s Bookstore trade names. Through its
approximate 36 percent interest in barnesandnoble.com
llc (Barnes & Noble.com), the Company is one of the
largest sellers of books on the Internet. The Company,
through its acquisitions of Babbage’s Etc. LLC (Babbage’s
Etc.) and Funco, Inc. (now known as GameStop, Inc.),
is the nation’s largest video-game and PC-entertainment
software specialty retailer, operating 1,038 video-game
and entertainment-software stores under the GameStop,
Babbage’s, Software Etc. and FuncoLand trade names,
a Web site, gamestop.com, and Game Informer, one of
the largest multi-platform video-game magazines, with
circulation of over 415,000 subscribers. The Company
employed approximately 45,000 full- and part-time
employees as of February 2, 2002.
Barnes & Noble is the nation’s largest operator of
bookstores1 with 591 Barnes & Noble bookstores
located in 49 states and the District of Columbia as
of February 2, 2002. With more than 35 years of
bookselling experience, management has a strong sense
of customers’ changing needs and the Company leads
book retailing with a “community store” concept.
B a rnes & Noble’s typical bookstore offers a
comprehensive title base, a café, a children’s section, a
music department, a magazine section and a calendar of
ongoing events, including author appearances and
1

Based upon sales reported in trade publications and public filings.
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children’s activities, that make each Barnes & Noble
bookstore an active part of its community.
Barnes & Noble bookstores range in size from 10,000
to 60,000 square feet depending upon market size,
and each store features an authoritative selection of
books, ranging from 60,000 to 200,000 titles. The
comprehensive title selection is diverse and reflects local
interests. In addition, Barnes & Noble emphasizes
books published by small and independent publishers
and university presses. Bestsellers represent only
three percent of Barnes & Noble bookstore sales.
Complementing this extensive on-site selection, all
Barnes & Noble bookstores provide customers with
access to the millions of books available to online
shoppers while offering an option to have the book
sent to the store or shipped directly to the customer.
All Barnes & Noble bookstores are equipped with
the BookMaster in-store operating system, which
enhances the Company’s merchandise-replenishment
system, resulting in higher in-stock positions and better
productivity at the store level through efficiencies in
receiving, cashiering and returns processing.
During fiscal 2001, the Company added 0.8 million
square feet to the Barnes & Noble bookstore base,
bringing the total square footage to 14.2 million square
feet, a six percent increase over the prior year. Barnes &
Noble bookstores contributed approximately 90 percent
of the Company’s total bookstore sales in fiscal 2001.
The Company plans to open between 40 and 45 Barnes
& Noble bookstores in fiscal 2002, which are expected
to average 26,000 square feet in size.
At the end of fiscal 2001, the Company operated 305
B. Dalton bookstores in 45 states and the District of
Columbia. B. Dalton bookstores employ merchandising
strategies that target the “Middle American” consumer
book market, offering a wide range of bestsellers and
general-interest titles. Most B. Dalton bookstores range
in size from 2,000 to 6,000 square feet, and while they
are appropriate to the size of adjacent mall tenants, the
opening of superstores in nearby locations continues
to have a significant adverse impact on B. Dalton
bookstores.
The Company is continuing to execute a strategy to
maximize returns from its B. Dalton bookstores in
response to declining sales attributable primarily to
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superstore competition. Part of the Company’s strategy
has been to close underperforming stores, which has
resulted in the closing of between 35 and 90 B. Dalton
bookstores per year since 1989.
In 1998, the Company and Bertelsmann AG
(Bertelsmann) completed the formation of a limited
liability company to operate the online re t a i l
bookselling operations of the Company’s wholly owned
subsidiary, barnesandnoble.com inc. The new entity,
barnesandnoble.com llc (Barnes & Noble.com), was
formed by combining the online bookselling operations
of the Company with funds contributed by the
international media company Bertelsmann, one of the
largest integrated media companies in the world. In
1999, Barnes & Noble.com Inc. completed an initial
public offering (IPO) of 28.75 million shares of Class A
Common Stock and used the proceeds to purchase a 20
percent interest in Barnes & Noble.com. As a result, the
Company and Bertelsmann each retained a 40 percent
interest in Barnes & Noble.com from the date of the
IPO through November 2000. In November 2000,
Barnes & Noble.com acquired Fatbrain.com, Inc.
(Fatbrain), the third largest online bookseller. Barnes
& Noble.com issued shares of its common stock
to Fatbrain shareholders. As a result of this merger,
the Company and Bertelsmann each retained an
approximate 36 percent interest in Barnes & Noble.com.
Accordingly, the Company’s share in the net loss of
Barnes & Noble.com was 40 percent from the
beginning of fiscal 2000 through November 2000 and
approximately 36 percent thereafter.
Barnes & Noble.com is a leading online retailer of
knowledge, information, education and entertainmentrelated products. Since opening its online store in
March 1997, Barnes & Noble.com has attracted more
than 11.2 million customers in 228 countries. In
addition to books, the Barnes & Noble.com Web site,
www.bn.com, sells music, DVD/video and magazine
subscriptions. Barnes & Noble.com’s online bookstore
includes the largest-in-stock selection of in-print book
titles with access to one million titles for immediate
delivery and supplemented by more than 20 million
listings from its nationwide network of out-of-print,
rare and used book dealers. Barnes & Noble.com offers
its customers fast delivery, easy and secure ordering and
rich editorial content.
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According to Jupiter Media Metrix, in January 2002,
Barnes & Noble.com’s Web site was the fifth-mosttrafficked shopping site and was among the top 50
largest Web properties on the Internet. Co-marketing
agreements with major Web portals such as AOL,
Yahoo! and MSN as well as content sites have extended
Barnes & Noble.com’s brand and increased consumer
exposure to its site. Barnes & Noble.com has also
established a network of remote storefronts across the
Internet by creating direct links with more than
512,000 affiliate Web sites.
Barnes & Noble further differentiates its product
offerings from those of its competitors by publishing
books under its own imprints for sale in its retail stores
and through Barnes & Noble.com’s online book sales.
With publishing and distribution rights to nearly 4,000
titles, Barnes & Noble Books offers customers high
quality books at exceptional values, while generating
attractive gross margins.
As a result of its acquisitions of Babbage’s Etc. and
Funco, Inc. in October 1999 and June 2000, respectively,
the Company is the nation’s largest video-game and
PC-entertainment software specialty retailer. The
Company owns and operates 1,038 video-game and
entertainment-software stores located in 49 states,
Puerto Rico and Guam. The Company’s video-game
and entertainment-software stores range in size from 500
to 5,000 square feet (averaging 1,500 square feet)
depending upon market demographics. Stores feature
video-game hardware and software, PC-entertainment
software and a multitude of accessories. The Company
operates stores under the GameStop, Babbage’s, Software
Etc. and FuncoLand trade names, a Web site, gamestop.com
and Game Informer magazine (collectively, GameStop
or Video Game & Entertainment Software).

C R I T I CAL ACCOUNTING POLICIES
Management’s Discussion and Analysis of Financial
Condition and Results of Operations discusses the
Company’s consolidated financial statements, which
have been prepared in accordance with accounting
principles generally accepted in the United States. The
preparation of these financial statements require
management to make estimates and assumptions in
certain circumstances that affect amounts reported
in the accompanying consolidated financial statements
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and related footnotes. In preparing these financial
statements, management has made its best estimates and
judgments of certain amounts included in the financial
statements, giving due consideration to materiality. The
Company does not believe there is a great likelihood that
materially different amounts would be reported related
to the accounting policies described below. However,
application of these accounting policies involves the
exercise of judgment and use of assumptions as to future
uncertainties and, as a result, actual results could differ
from these estimates.

Impairment of Long-Lived Asset s
The Company’s long-lived assets include property and
equipment and intangibles (primarily goodwill). At
February 2, 2002, the Company had $595.8 million of
property and equipment, net of accumulated depreciation
and $352.9 million of goodwill, net of amortization,
accounting for approximately 36.2% of the Company’s
total assets. The Company periodically reviews its longlived assets for impairment whenever events or changes in
circumstances indicate that their carrying amounts may
not be recoverable or their depreciation or amortization
periods should be accelerated. The Company assesses
recoverability based on several factors, including
management’s intention with respect to its stores and
those stores’ projected undiscounted cash flows. An
impairment loss is recognized for the amount by which
the carrying amount of the assets exceeds the present
value of their projected cash flows. For a further discussion,
see Newly Issued Accounting Pronouncements.
During fiscal 2000, the Company recorded a non-cash
charge to operating earnings of $106.8 million. This
charge included approximately $69.9 million of
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goodwill and $32.4 million of property, plant and
equipment related to the book business, primarily
goodwill associated with the purchase of B. Dalton and
other mall-bookstore assets.

M a r ketable Equity Securities
All marketable equity securities are classified as
available-for-sale. The Company carries these investments
at fair value, based on quoted market prices, with
unrealized gains and losses (net of taxes) included in
accumulated other comprehensive earnings, which is
reflected as a separate component of shareholders’
equity. Realized gains and losses are recognized in the
Company’s consolidated statement of operations when
the securities are sold or impairment is considered other
than temporary. The Company reviews its equity
holdings on a regular basis to evaluate whether or not
each security has experienced an other-than-temporary
decline in fair value. The Company has reviewed each of
the companies’ financial position, results of operations,
stock price performance and various analyst research
reports and believes that the declines in fair value of its
equity holdings are temporary.

Closed Sto re Expenses
Upon a formal decision to close or relocate a store, the
Company charges unrecoverable costs to expense. Such
costs include the net book value of abandoned fixtures
and leasehold improvements and a provision for future
lease obligations, net of expected sublease recoveries.
Costs associated with store closings of $9.8 million,
$5.0 million and $5.4 million during fiscal 2001, fiscal
2000 and fiscal 1999, respectively, are included in
selling and administrative expenses in the accompanying
consolidated statements of operations.
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R E S U LTS OF OPERATIONS
The Company’s sales, operating profit, comparable store sales, store openings, store closings, number of stores open
and square feet of selling space at year end are set forth below:
Fiscal Year

2001

2000

1999

$

3,748,992
1,1 2 1,398

3,618,240
757,564

3,262,295
223 ,74 8

$

4,870,390

4,375,804

3,486,043

$

2 1 1,70 0
34,087

1 2 7, 8 1 2
6 , 0 14

2 1 6,678
15,432

$

24 5 ,78 7

133,826

23 2,1 1 0

(Thousands of dollars)

SALES
Bookstores (1)
Video Game & Entertainment Software stores
Total
OPERATING PROFIT
Bookstores (1)(2)
Video Game & Entertainment Software stores
Total
COMPARABLE STORE SALES INCREASE (DECREASE) (3)
Barnes & Noble stores
B. Dalton stores
GameStop stores
STORES OPENED
Barnes & Noble stores
B. Dalton stores
GameStop stores
Total
STORES CLOSED
Barnes & Noble stores
B. Dalton stores
GameStop stores
Total
NUMBER OF STORES OPEN AT YEAR END
Barnes & Noble stores
B. Dalton stores
GameStop stores (4)
Total
SQUARE FEET OF SELLING SPACE AT YEAR END (IN MILLIONS)
Barnes & Noble stores
B. Dalton stores
GameStop stores
Total

2 .7 %
( 3 .7 )
32.0

4.9 %
( 1 .7 )
( 6 .7 )

6 .1 %
0 .1
12.5

40
1
74

32
-65

38
---

115

97

38

18
35
14

5
61
17

16
89
--

67

83

105

591
305
1,038

569
339
978

542
400
526

1,934

1,886

1,468

14.2
1.2
1.6

13.4
1.4
1.5

1 2 .7
1.6
0.8

17.0

16.3

15 .1
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(1) In fiscal 2000, the Company acquired a controlling interest
in Calendar Club L.L.C. (Calendar Club) by increasing its
percentage ownership interest to approximately 74 percent.
Accordingly, the Company has consolidated the results of
operations of Calendar Club. Included in fiscal 2001 are
sales and operating profits associated with Calendar Club
of $68,157 and $3,009, respectively. Included in fiscal
2000 are sales and operating profits of $66,301 and
$1,395, respectively. Prior to fiscal 2000, the Company’s
consolidated statement of operations included its equity in
the results of operations of Calendar Club as a component
of other income (expense). The Company’s equity in the net
earnings of Calendar Club for fiscal 1999 was $1,228.
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(2) Fiscal 2001 operating profit is net of legal and settlement
expenses of $4,500. Fiscal 2000 operating profit is net of
a non-cash impairment charge of $106,833.
(3) Comparable store sales for Barnes & Noble stores are
determined using stores open at least 15 months, due to
the high sales volume associated with grand openings.
Comparable store sales for B. Dalton stores are determined
using stores open at least 12 months. Comparable store
sales for the GameStop stores include sales of stores that
have been open for 12 months.
(4) Includes FuncoLand stores acquired in June 2000.

The following table sets forth, for the periods indicated, the percentage relationship that certain items bear to total sales
of the Company:
Fiscal Year
Sales
Cost of sales and occupancy

2001
100.0 %
73 .1

2000
100.0 %
72.4

1999
100.0 %
71.2

Gross margin
Selling and administrative expenses
Legal settlement expense
Depreciation and amortization
Pre-opening expenses
Impairment charge

26.9
18.6
0. 1
3.0
0.2
--

27.6
18.6
-3.3
0.2
2.4

28.8
1 8 .7
-3.2
0.2
--

Operating margin
Interest expense, net and amortization of deferred financing fees
Equity in net loss of Barnes & Noble.com
Gain on formation of Barnes & Noble.com
Other income (expense)

5.0
( 0.8)
( 1.8 )
-( 0.2 )

3 .1
( 1.2 )
( 2.4)
-( 0.2 )

6.7
( 0.7 )
( 1.2 )
0.7
0.8

Earnings (loss) before provision for income taxes and cumulative
effect of a change in accounting principle
Provision for income taxes

2.2
0.9

( 0.7 )
0.4

6.3
2.6

Earnings (loss) before cumulative effect of a change
in accounting principle
Cumulative effect of a change in accounting principle

1.3
--

( 1 .1 )
--

3 .7
( 0.1 )

Net earnings (loss)

1.3 %

( 1 .1 )%

3.6 %
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52 WEEKS ENDED FEBRUARY 2, 2002 COMPARED
WITH 53 WEEKS ENDED FEBRUARY 3, 2001
Sales
The Company’s sales increased $494.6 million or 11.3%
during fiscal 2001 to $4.870 billion from $4.376 billion
during fiscal 2000. Contributing to this improvement was
an increase of $363.8 million from Video Game &
Entertainment Software store sales. Fiscal 2001 sales from
Barnes & Noble bookstores, which contributed 69.0% of
total sales or 89.6% of total bookstore sales, increased
6.0% to $3.359 billion from $3.170 billion in fiscal 2000.
The increase in bookstore sales was primarily
attributable to the 2.7% growth in Barnes & Noble
comparable store sales and sales from the 40 new
Barnes & Noble stores opened during fiscal 2001.
This increase was partially offset by declining sales of
B. Dalton, due to 35 store closings and a comparable
store sales decline of (3.7%) in fiscal 2001.
GameStop sales during fiscal 2001 increased to $1.121
billion from $757.6 million during fiscal 2000. This
increase in sales was primarily attributable to the 32.0%
growth in the GameStop comparable store sales and sales
from the 74 new GameStop stores opened during fiscal
2001. This increase was also attributable to the inclusion
of a full year of Funco, Inc. sales in fiscal 2001 compared
with sales for approximately one-half of fiscal 2000.

C o st of Sales and Occupancy
The Company’s cost of sales and occupancy includes
costs such as rental expense, common area maintenance,
merchant association dues and lease-required advertising.
Cost of sales and occupancy increased $390.3 million, or
12.3%, to $3.560 billion in fiscal 2001 from $3.170 billion
in fiscal 2000, primarily due to growth in the Video Game
& Entertainment Software segment. The Company’s gross
margin rate decreased to 26.9% in fiscal 2001 from 27.6%
in fiscal 2000. This decrease was primarily attributable
to the lower gross margins in the Video Game &
Entertainment Software segment and slightly lower gross
margins in the bookstore segment due to discounts related
to the Readers’ AdvantageTM program.

Selling and Ad m i n i st rat i ve Expenses
Selling and administrative expenses increased $91.3
million, or 11.2%, to $904.3 million in fiscal 2001 from
$813.0 million in fiscal 2000, primarily due to growth in
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the Video Game & Entertainment Software segment and
the increase in bookstore expenses from the opening of
40 Barnes & Noble stores in fiscal 2001. Selling and
administrative expenses remained unchanged at 18.6%
of sales during fiscal 2001 and 2000.

Legal Settlement Ex p e n s e
In fiscal 2001, the Company recorded a pre-tax charge of
$4.5 million in connection with a lawsuit brought by the
American Booksellers Association and 26 independent
bookstores. The charges included a settlement of $2.4
million to be paid to the plaintiffs and approximately $2.1
million in legal expenses incurred by the Company during
the first quarter.

D e p re c i ation and Amort i zation
Depreciation and amortization increased $3.1 million, or
2.1%, to $147.8 million in fiscal 2001 from $144.8
million in fiscal 2000. The increase was primarily the result
of the increase in depreciation and amortization in the
Video Game & Entertainment Software segment offset by
the reduction in depreciable assets in our mall bookstores
due to the impairment charge recorded in fiscal 2000.

P re-Opening Expenses
Pre-opening expenses increased in fiscal 2001 to $8.0
million from $7.7 million in fiscal 2000. Due to
management’s expense control efforts, pre-opening
expenses increased only slightly while opening 40
Barnes & Noble stores and 74 new GameStop stores in
fiscal 2001, compared with 32 new Barnes & Noble
stores and 65 new GameStop stores during fiscal 2000.

O p e rating Profit
Operating profit increased to $245.8 million in fiscal
2001 from $133.8 million in fiscal 2000. Operating profit
increased $9.6 million to $250.3 million, before the effect
of the $4.5 million legal settlement expense during fiscal
2001, from $240.7 million, before the effect of the $106.8
million impairment charge during fiscal 2000. Bookstore
operating profit decreased 7.9% to $216.2 million, before
the effect of the $4.5 million legal settlement expense,
from $234.6 million, before the effect of the $106.8
million impairment charge, primarily attributable to
lower comparable store sales and lower gross margins
due to discounts related to the Readers’ AdvantageTM
program. Bookstore operating margin decreased to 5.8%
of sales during fiscal 2001, before the effect of the legal
settlement expense, from 6.5% of sales during fiscal 2000,
before the effect of the impairment charge.
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I n te re st Expense, Net and Amort i zation
of Defe rred Financing Fees
Interest expense, net of interest income, and amortization
of deferred financing fees, decreased $17.2 million to
$36.3 million in fiscal 2001 from $53.5 million in fiscal
2000. The decrease was primarily the result of reduced
borrowings due to effective working capital management
and lower interest rates on the Company’s outstanding
debt, partially through the issuance of the Company’s
convertible subordinated notes sold in March 2001.

Equity in Net Loss of Barnes & Noble.com
In November 2000, Barnes & Noble.com acquired
Fatbrain.com, Inc. (Fatbrain), the third largest online
bookseller. Barnes & Noble.com issued shares of its
common stock to Fatbrain shareholders. As a result
of this merger, the Company and Bertelsmann each
retained an approximate 36 percent interest in Barnes
& Noble.com. Accordingly, the Company’s share in
the net loss of Barnes & Noble.com is based on an
approximate 40 percent equity interest from the
beginning of fiscal 2000 through November 2000 and
approximately 36 percent thereafter. The Company’s
equity in the net loss of Barnes & Noble.com for fiscal
2001 and fiscal 2000 was $88.4 million and $103.9
million, respectively.

■

B a r n e s

&

N o b l e ,

15
o n t i n u e d

I n c .

Earnings (Loss)
As a result of the factors discussed above, the Company
reported consolidated net earnings of $64.0 million (or
$0.94 per share) during fiscal 2001 compared with a net loss
of ($52.0) million (or ($0.81) per share) during fiscal 2000.
Components of diluted earnings per share are as follows:
Fiscal Year

2001

2000

Retail Earnings Per Share
Bookstores
Video Game & Entertainment Software Stores

$

1.59
0.1 1

1.85
(0.1 6)

Retail EPS

$

1 .70

1.69

EPS Impact of Investing Activities
Share in net losses of Barnes & Noble.com
Share of net losses from other
investments (including Calendar Club)

$ ( 0.66 )

( 0.98 )

$ ( 0 . 07 )

( 0.08 )

Total Investing Activities

$ ( 0 .73 )

( 1.06 )

Other Adjustments
Legal settlement expense
Impairment charge

$ (0.03 )
--

-( 1.44 )

Total Other Adjustments

$ ( 0.03 )

( 1.44 )

Consolidated EPS

$

(0 . 8 1 )

Other Expense
Other expense of $11.7 million in fiscal 2001 was due
to $4.0 million in equity losses in iUniverse.com, $2.5
million in equity losses in BOOK® magazine and $5.5
million in equity losses in enews, inc., partially offset by
a one-time gain of $0.3 million from the partial sale of
Indigo Books & Music Inc. (formerly Chapters Inc.).
Other expense of $9.3 million in fiscal 2000 was
primarily due to the equity losses of iUniverse.com,
partially offset by a one-time gain of $0.3 million from
the partial sale of iUniverse.com.

P rovision for Income Taxes
Barnes & Noble’s effective tax rate in fiscal 2001
decreased to 41.5 percent compared with (57.5) percent
during fiscal 2000. The fiscal 2001 decrease was
primarily related to the goodwill write-down associated
with the impairment charge, which provided no tax
benefit in fiscal 2000.

0.94

53 WEEKS ENDED FEBRUA RY 3, 2001 COMPARED
WITH 52 WEEKS ENDED JA N UA RY 29, 2000
Sa l e s
The Company’s sales increased $889.8 million or 25.5%
during fiscal 2000 to $4.376 billion from $3.486 billion
during fiscal 1999. Contributing to this improvement
was an increase of $533.8 million attributable to the
inclusion of sales from Babbage’s Etc. and Funco, Inc.
(Video Game & Entertainment Software or GameStop).
Through its acquisitions of Babbage’s Etc. in October
1999 and Funco, Inc. in June 2000 (the Acquisitions),
the Company has become the nation’s largest video-game
and PC-entertainment software specialty retailer. Fiscal
2000 sales from Barnes & Noble bookstores, which
contributed 72.4% of total sales or 87.6% of total
bookstore sales, increased 12.3% to $3.170 billion
from $2.822 billion in fiscal 1999.
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The increase in bookstore sales was primarily
attributable to the 4.9% growth in Barnes & Noble
comparable store sales and the opening of 32 Barnes &
Noble stores during fiscal 2000. This increase was
partially offset by declining sales of B. Dalton, due to
61 store closings and a comparable store sales decline
of (1.7%) in fiscal 2000.
GameStop sales during fiscal 2000 increased to $757.6
million from $223.7 million during fiscal 1999. This
increase in sales was attributable to the inclusion of
a full year of Babbage’s Etc.’s sales in fiscal 2000
compared with sales for the fourth quarter only in fiscal
1999, as well as the inclusion of Funco, Inc. sales for
approximately one-half of fiscal 2000. Comparable store
sales as if Babbage’s Etc. and Funco, Inc. had been
included for the entire 52-week period decreased 6.7%.

C o st of Sales and Occupancy
The Company’s cost of sales and occupancy includes
costs such as rental expense, common area maintenance,
merchant association dues and lease-required advertising.
Cost of sales and occupancy increased to $3.170 billion
in fiscal 2000 from $2.484 billion in fiscal 1999
primarily due to the increase in Video Game &
E n t e rtainment Software’s cost of sales and occupancy
as a result of the Acquisitions. The Company’s gross
margin rate decreased to 27.6% in fiscal 2000 from
28.8% in fiscal 1999. This decrease was primarily
attributable to lower gross margins in the Video Game
& Entertainment Software stores, partially offset by
improved leverage on occupancy costs as well as a
favorable product mix in the bookstores.

Selling and Ad m i n i st rat i ve Expenses
Selling and administrative expenses increased $161.9 million,
or 24.9%, to $813.0 million in fiscal 2000 from $651.1
million in fiscal 1999 primarily due to the increase in Video
Game & Entertainment Software’s selling and administrative
expenses as a result of the Acquisitions. Selling and
administrative expenses decreased slightly to 18.6% of
sales during fiscal 2000 from 18.7% during fiscal 1999.
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P re-Opening Expenses
Pre-opening expenses increased in fiscal 2000 to $7.7
million from $6.8 million in fiscal 1999. This increase
was the result of additional labor used to facilitate the
rollout of the new Barnes & Noble bookstores as well
as the opening of 65 new GameStop stores.

Impairment Charge
During fiscal 2000, the Company recorded a non-cash
charge to operating earnings of $106.8 million ($92.4
million after taxes or $1.44 per share). This charge included
approximately $69.9 million of goodwill and $32.4 million
of property, plant and equipment related to the book
business, primarily goodwill associated with the purchase
of B. Dalton, other mall-bookstore assets and $6.2 million
of warehouse equipment. The Company’s mall-based
bookstores have experienced significant declines in sales
and profitability as a result of increased competition from
book superstores and Internet book retailers. In fiscal
2000, B. Dalton comparable store sales declined (1.7%)
compared with an increase in comparable store sales of
0.1% in fiscal 1999. As a result, the anticipated future cash
flows from certain stores were no longer sufficient to
recover the carrying value of the underlying assets. Also,
included in this charge were other charges of $4.5 million
related to the write-off of certain investments which had
continuing adverse financial results.

O p e rating Profit
Operating profit decreased to $133.8 million in fiscal
2000 from $232.1 million in fiscal 1999. Operating
profit, before the effect of the $106.8 million impairment
charge, increased $8.5 million to $240.7 million during
fiscal 2000. Bookstore operating profit, before the effect
of the $106.8 million impairment charge, increased
8.3% to $234.6 million. Bookstore operating margin,
before the effect of the impairment charge, decreased
slightly to 6.5% of sales during fiscal 2000 from 6.6%
of sales in fiscal 1999 as a result of the inclusion of
Calendar Club operating results.

D e p re c i ation and Amort i zation

I n te re st Expense, Net and Amort i zation
of Defe rred Financing Fees

Depreciation and amortization increased $32.5 million,
or 28.9%, to $144.8 million in fiscal 2000 from $112.3
million in fiscal 1999. The increase was primarily the
result of the increase in GameStop’s depreciation and
amortization as a result of the Acquisitions, as well
as depreciation related to the Barnes & Noble stores
opened during fiscal 2000 and fiscal 1999.

Interest expense, net of interest income, and amortization
of deferred financing fees, increased $29.7 million to
$53.5 million in fiscal 2000 from $23.8 million in fiscal
1999. This increase was primarily the result of the
increased borrowings under the Company’s revolving
credit facility used to support the Company’s Acquisitions
and the common stock repurchase program.
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Equity in Net Loss of Barnes & Noble.com

Earnings (Loss)

As a result of the Barnes & Noble.com Inc. IPO on
May 25, 1999, the Company and Bertelsmann each
retained a 40 percent interest in Barnes & Noble.com.
Accordingly, the Company’s share in the net loss of
Barnes & Noble.com for fiscal 1999 was based on a 50
percent equity interest from the beginning of fiscal 1999
through May 25, 1999 and 40 percent through the end
of 1999. The Company’s equity in the net loss of Barnes
& Noble.com for fiscal 1999 was $42.0 million. In
November 2000, Barnes & Noble.com acquired
Fatbrain.com, Inc. (Fatbrain), the third largest online
bookseller. Barnes & Noble.com issued shares of its
common stock to Fatbrain shareholders. As a result of
this merger, the Company and Bertelsmann each retained
an approximate 36 percent interest in Barnes &
Noble.com. Accordingly, the Company’s share in the
net losses of Barnes & Noble.com for fiscal 2000 was
based on an approximate 40 percent equity interest
from the beginning of fiscal 2000 through November
2000 and approximately 36 percent thereafter. The
Company’s equity in the net loss of Barnes & Noble.com
for fiscal 2000 was $103.9 million.

As a result of the factors discussed above, the Company
reported a consolidated net loss of ($52.0) million (or
($0.81) per share) in fiscal 2000. The Company’s earnings,
before the effect of the impairment charge, were $40.5
million during fiscal 2000 compared with $124.5 million
during fiscal 1999. Components of earnings per share are
as follows:

Gain on Fo r m ation of Barnes & Noble.com
Under the terms of the November 12, 1998 joint venture
agreement between the Company and Bertelsmann, the
Company received a $25.0 million payment from
Bertelsmann in fiscal 1999 in connection with the Barnes
& Noble.com Inc. IPO.

Other Income (Expense)
Other expense of ($9.3) million in fiscal 2000 was
primarily due to the equity losses of iUniverse.com.
Other income of $27.4 million in fiscal 1999 was
primarily attributable to a one-time gain of $11.0 million
on the partial sale of Indigo Books & Music Inc., a onetime gain of $22.4 million in connection with the sale
of its investment in NuvoMedia Inc. (NuvoMedia)
to Gemstar International Ltd., partially offset by a
one-time charge of ($5.0) million attributable to the
termination of the planned Ingram Book Group
(Ingram) acquisition.

Fiscal Year
Retail Earnings Per Share
Bookstores
Video Game & Entertainment
Software Stores

$

2000

1999

1.85

1.62

( 0 .1 6 )

0 .1 0

Retail EPS

$

1.69

1 .7 2

EPS Impact of Investing Activities
Cash:
Gain on Barnes & Noble.com
Gain on partial sale of
Indigo Books & Music Inc.

$

--

0.21

--

0.09

Non-cash:
Share in net losses of
Barnes & Noble.com
Share of net losses from
other equity investments
Gain on sale of investment
in NuvoMedia
Total Investing Activities
Other Adjustments
Impairment charge
Ingram write-off
Change in accounting for
pre-opening costs

( 0.98 )

( 0.35 )

( 0.08 )

( 0.01 )

--

0 .1 9

$

( 1.06 )

0 .1 3

$

( 1.44 )
--

-(0.04 )

--

( 0.06 )

Total Other Adjustments

$

( 1.44 )

( 0 .1 0 )

Consolidated EPS

$

( 0.81 )

1 .7 5

P rovision for Income Taxes

S EAS O N A L I TY

Barnes & Noble’s effective tax rate in fiscal 2000
increased to (57.5) percent compared with 41.0 percent
during fiscal 1999. The fiscal 2000 increase was primarily
related to the goodwill write-down associated with the
impairment charge, which provided no tax benefit.

The Company’s business, like that of many retailers, is
seasonal, with the major portion of sales and operating
profit realized during the quarter which includes the
holiday selling season. The Company has now reported
operating profit for 23 consecutive quarters.
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L I Q U I D I TY AND CA P I TAL RESOURCES
Working capital requirements are generally at their
highest during the Company’s fiscal quarter ending on
or about January 31 due to the higher payments to
vendors for holiday season merchandise purchases and
the replenishment of merchandise inventories following
this period of increased sales. In addition, the Company’s
sales and merchandise inventory levels will fluctuate
from quarter to quarter as a result of the number and
timing of new store openings, as well as the amount and
timing of sales contributed by new stores.
Cash flows from operating activities, funds available
under its revolving credit facility and vendor financing
continue to provide the Company with liquidity and
capital resources for store expansion, seasonal working
capital requirements and capital investments.

C ash Flow
Cash flows provided from operating activities were
$457.4 million, $80.5 million and $187.3 million
during fiscal 2001, 2000 and 1999, respectively. In
fiscal 2001, the increase in cash flows from operating
activities was primarily attributable to increased
accounts payable leverage and improvement in net
earnings. In fiscal 2000, the decrease in cash flows from
operating activities was primarily attributable to a
weaker-than-expected holiday season which resulted
in lower net earnings and an increase in standing
inventory as well as an increase in prepaid rent due to
the fiscal year-end date. In fiscal 1999, the improvement
in cash flows was primarily due to the improvement in
net earnings.
Retail earnings before interest, taxes, depreciation and
amortization (EBITDA) increased $10.8 million or 2.8%
to $392.2 million in fiscal 2001 from $381.4 million in
fiscal 2000. This improvement in EBITDA is due to the
growth in the Video Game & Entertainment Software
segment and the continuing maturation of the Barnes &
Noble stores offset by the lower gross margins in
the bookstore segment due to the increased spending by
Readers’ Advantage™ members. Total debt to retail
EBITDA improved to 1.14 times in fiscal 2001 from 1.75
times in fiscal 2000 primarily due to increased cash flows
from operations that reduced debt incurred to fund the
Company’s Acquisitions. The weighted-average age per
square foot of the Company’s 591 Barnes & Noble stores
was 5.3 years as of February 2, 2002 and is expected to
increase to approximately 5.8 years by February 1, 2003.
As the relatively young Barnes & Noble stores mature,
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and as the number of new stores opened during the fiscal
year decreases as a percentage of the existing store base,
the increasing operating profits of Barnes & Noble stores
are expected to generate a greater portion of cash flows
required for working capital, including new store
inventories, capital expenditures and other initiatives.
Additionally, due to the Barnes & Noble.com Inc. IPO
in fiscal 1999, retail cash flows are fully available to
support the Company’s working capital requirements.

Capital St r u c t u re
Strong cash flows from operations and a continued
emphasis on working capital management strengthened
the Company’s balance sheet in fiscal 2001. Shareholders’
equity increased 14.2% to $888.1 million as of February
2, 2002, from $777.7 million as of February 3, 2001.
The Company has an $850.0 million senior credit facility
(the Facility), obtained in November 1997, with a
syndicate led by The Chase Manhattan Bank. The
Facility is structured as a five-year revolving credit. The
Facility permits borrowings at various interest-rate
options based on the prime rate or London Interbank
Offer Rate (LIBOR) depending upon certain financial
tests. In addition, the agreement requires the Company to
pay a commitment fee up to 0.25 percent of the unused
portion depending upon certain financial tests. The
Facility contains covenants, limitations and events of
default typical of credit facilities of this size and nature.
The amount outstanding under the Facility has been
classified as long-term debt in the accompanying
consolidated balance sheets due to both the Company’s
intent and ability to maintain principal amounts.
In fiscal 2000, the Company obtained an additional
$100.0 million senior unsecured seasonal credit facility
(seasonal credit facility) with a syndicate of banks led
by The Chase Manhattan Bank. The seasonal credit
facility, which matured on January 31, 2001, permitted
for borrowings at an interest rate based on LIBOR. In
addition, the agreement required the Company to pay a
commitment fee of 0.375 percent of the unused portion.
The seasonal credit facility was guaranteed by all
restricted subsidiaries of Barnes & Noble.
In fiscal 2001, the Company issued $300.0 million,
5.25 percent convertible subordinated notes due March
15, 2009, further strengthening its balance sheet. The
notes are convertible into the Company’s common
stock at a conversion price of $32.512 per share.
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Borrowings under the Company’s senior and seasonal credit
facilities averaged $689.3 million, $697.8 million and
$397.1 million and peaked at $870.0 million, $918.7
million and $693.5 million during fiscal 2001, 2000 and
1999, respectively. The ratio of debt to equity improved
significantly to 0.51:1.00 as of February 2, 2002 from
0.86:1.00 as of February 3, 2001, primarily due to decreased
borrowings under the Company’s senior credit facility.
Interest rate swap agreements are valued based on
market quotes obtained from dealers. The estimated fair
value of the interest rate swaps liability was $2.3 million
and $0.5 million at February 2, 2002 and February 3,
2001, respectively. The interest rate swaps are included
as a component of other long-term liabilities.

Capital Inve st m e n t
Capital expenditures totaled $168.8 million, $134.3
million and $146.3 million during fiscal 2001, 2000 and
1999, respectively. Capital expenditures in fiscal 2002,
primarily for the opening of between 40 and 45 new Barnes
& Noble stores and 175 GameStop stores, are expected to
be between $170 million and $190 million, although
commitment to such expenditures has not yet been made.
Based on current operating levels and the store
expansion planned for the next fiscal year, management
believes cash flows generated from operating activities,
short-term vendor financing and borrowing capacity
under its revolving credit facility will be sufficient to
meet the Company’s working capital and debt service
requirements, and support the development of its shortand long-term strategies for at least the next 12 months.
In fiscal 1999, the Board of Directors authorized a common
stock repurchase program for the purchase of up to $250.0
million of the Company’s common shares. As of February
3, 2001, the Company has repurchased 5,504,700 shares at
a cost of approximately $117.4 million under this program.
The repurchased shares are held in treasury.

BARNES & NOBLE.C O M
On November 12, 1998, the Company and Bertelsmann
completed the formation of a joint venture to operate the
online retail bookselling operations of the Company’s
wholly owned subsidiary, Barnes & Noble.com Inc. The
new entity, Barnes & Noble.com, was structured as a
limited liability company. Under the terms of the relevant
agreements, effective as of October 31, 1998, the
Company and Bertelsmann each retained a 50 percent
membership interest in Barnes & Noble.com. The
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Company contributed substantially all of the assets and
liabilities of its online operations to the joint venture
and Bertelsmann paid $75.0 million to the Company
and made a $150.0 million cash contribution to the joint
venture. Bertelsmann also agreed to contribute an
additional $50.0 million to the joint venture for future
working capital requirements. The Company recognized
a pre-tax gain during fiscal 1998 in the amount of $126.4
million, of which $63.8 million was recognized in
earnings based on the $75.0 million received directly and
$62.7 million ($36.4 million after taxes) was reflected in
additional paid-in capital based on the Company’s share
of the incremental equity of the joint venture resulting
from the $150.0 million Bertelsmann contribution.
On May 25, 1999, Barnes & Noble.com Inc. completed
an IPO of 28.75 million shares of Class A Common
Stock and used the proceeds to purchase a 20 percent
interest in Barnes & Noble.com. As a result, the
Company and Bertelsmann each retained a 40 percent
interest in Barnes & Noble.com. The Company recorded
an increase in additional paid-in capital of $200.3 million
($116.2 million after taxes) representing the Company’s
incremental share in the equity of Barnes & Noble.com.
Under the terms of the November 12, 1998 joint venture
agreement between the Company and Bertelsmann, the
Company received a $25.0 million payment from
Bertelsmann in connection with the IPO.
The accompanying consolidated financial statements, in
accordance with the equity method of accounting, reflect
the Company’s investment in Barnes & Noble.com as a
single line item in the consolidated balance sheets as of
February 2, 2002 and February 3, 2001 and reflect the
Company’s share of the net loss of Barnes & Noble.com
as a single line item in the consolidated statements of
operations for fiscal years 2001, 2000 and 1999.

C E RTAIN RELAT I O N S H I PS AND RELATED TRANSACTIONS
The Company believes that the transactions and
agreements discussed below (including renewals of any
existing agreements) between the Company and its
affiliates are at least as favorable to the Company as
could be obtained from unaffiliated parties. The Board
of Directors and the Audit Committee must approve in
advance any proposed transaction or agreement with
affiliates and will utilize procedures in evaluating the
terms and provisions of such proposed transaction or
agreement as are appropriate in light of the fiduciary
duties of directors under Delaware law.
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The Company leases space for its executive offices in
properties in which Leonard Riggio, Chairman of the
Board and principal stockholder of Barnes & Noble, has
a minority interest. The space was rented at an aggregate
annual rent including real estate taxes of approximately
$4.0 million, $3.4 million and $2.9 million in fiscal years
2001, 2000 and 1999, respectively. Rent per square foot
is approximately $28, which is below market.
The Company leases a 75,000-square-foot office/warehouse
from a partnership in which Leonard Riggio has a 50
percent interest, pursuant to a lease expiring in 2023.
Pursuant to such lease, the Company paid $0.5 million,
$0.6 million and $0.6 million in fiscal years 2001, 2000 and
1999, respectively.
The Company leases retail space in a building in which
Barnes & Noble College Bookstores, Inc. (B&N
College), a company owned by Leonard Riggio, subleases
space for its executive offices from the Company.
Occupancy costs allocated by the Company to B&N
College for this space totaled $0.7 million, $0.7 million
and $0.7 million for fiscal years 2001, 2000 and 1999,
respectively. The amount paid by B&N College to the
Company approximates the cost per square foot paid by
the Company to its unaffiliated third-party landlord.
The Company subleases warehouse space from Barnes
& Noble.com in Reno, Nevada. The Company paid
Barnes & Noble.com $1.8 million and $1.4 million for
such subleased space during fiscal 2001 and 2000,
respectively. Additionally, in January 2001, the Company
purchased $6.2 million of warehouse equipment (valued
at original cost) from Barnes & Noble.com’s Reno
warehouse. Barnes & Noble.com recently determined it
could not effectively utilize the full capacity of the Reno,
Nevada distribution center. As a result, Barnes &
Noble.com’s Board of Directors approved the transfer of
the Reno warehouse lease and the sale of inventory
located in Reno to the Company. The Company
purchased the inventory from Barnes & Noble.com at
cost for approximately $10.0 million. In addition, the
Company intends to spend approximately $2.0 million
to refurbish the facility. The Company’s Board of
Directors also approved the Company’s assumption of
the lease, which expires in 2010, and the hiring of all of
the employees at the Reno facility. The Company intends
to use the Reno facility to facilitate distribution to its
current and future West Coast stores. In connection with
the transition, Barnes & Noble.com will pay rent for
the Reno facility through December 31, 2002 of $1.6
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million. The Reno lease assignment and the transfer of
the Reno facility to the Company is expected to be
completed during the first half of fiscal 2002.
The Company subleases to Barnes & Noble.com
approximately one-third of a 300,000-square-foot
warehouse facility located in New Jersey. The Company
has received from Barnes & Noble.com $0.5 million
annually for such subleased space during each of the
fiscal years 2001, 2000 and 1999. The amount paid by
Barnes & Noble.com to the Company approximates the
cost per square foot paid by the Company as a tenant
pursuant to the lease of the space from an unaffiliated
third party.
The Company has entered into an agreement (the
Supply Agreement) with Barnes & Noble.com whereby
the Company charges Barnes & Noble.com the costs
associated with such purchases plus incremental
overhead incurred by the Company in connection with
providing such inventory. The Supply Agreement is
subject to certain termination provisions. Barnes &
Noble.com purchased $119.3 million, $110.5 million
and $74.7 million of merchandise from the Company
during fiscal 2001, 2000 and 1999, respectively, and
Barnes & Noble.com expects to source purchases
through the Company in the future.
The Company has entered into agreements whereby
Barnes & Noble.com receives various services from the
Company, including, among others, services for payroll
processing, benefits administration, insurance (property
and casualty, medical, dental and life), tax, traffic,
fulfillment and telecommunications. In accordance with
the terms of such agreements the Company has received,
and expects to continue to receive, fees in an amount equal
to the direct costs plus incremental expenses associated
with providing such services. The Company received $5.5
million, $1.7 million and $2.0 million for such services
during fiscal 2001, 2000 and 1999, respectively.
The aggregate receivable from Barnes & Noble.com in
connection with the agreements described above was
$47.2 million and $18.0 million as of February 2, 2002
and February 3, 2001, respectively.
The Company and Barnes & Noble.com commenced
a marketing program in November 2000, whereby
a customer purchases a “Readers’ Advantage™ card”
for an annual membership fee of $25.00. With this
card, customers can receive discounts of 10 percent
on all Company purchases and 5 percent on all
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Barnes & Noble.com purchases. The Company and
Barnes & Noble.com have agreed to share the expenses,
net of revenue from the sale of the cards, related to this
program in proportion to the discounts customers receive
on purchases with each company.
Barnes & Noble.com, through its fulfillment centers,
ships various customer orders for the Company to its
retail stores as well as to the Company’s customers’
homes. Barnes & Noble.com charges the Company the
costs associated with such shipments plus any incremental
overhead incurred by Barnes & Noble.com to process
these orders. The Company paid Barnes & Noble.com
$1.0 million and $0.2 million for shipping and handling
during fiscal 2001 and 2000, respectively. In addition,
during fiscal 2001, the Company and Barnes &
Noble.com reached an agreement whereby the Company
pays a commission on all items ordered by customers at
the Company’s stores and shipped directly to customers’
homes by Barnes & Noble.com. Commissions paid for
these sales were $0.4 million during fiscal 2001.
The Company paid B&N College certain operating costs
B&N College incurred on the Company’s behalf. These
charges are included in the accompanying consolidated
statements of operations and approximated $0.2
million, $0.3 million and $0.2 million for fiscal 2001,
2000 and 1999, respectively. B&N College purchased
$41.5 million, $17.2 million and $16.1 million of
merchandise from the Company during fiscal 2001,
2000 and 1999, respectively. The Company charged
B&N College $1.5 million, $1.3 million and $1.0
million for fiscal years 2001, 2000 and 1999,
respectively, for capital expenditures, business insurance
and other operating costs incurred on its behalf.
The Company uses a jet aircraft owned by B&N
College and pays for the costs and expenses of
operating the aircraft based upon the Company’s usage.
Such costs, which include fuel, insurance, personnel and
other costs, approximated $2.2 million, $2.4 million
and $2.2 million during fiscal 2001, 2000 and 1999,
respectively, and are included in the accompanying
consolidated statements of operations.
In fiscal 1999, the Company acquired Babbage’s Etc., one of
the nation’s largest video-game and entertainment-software
specialty retailers, a company majority owned by
Leonard Riggio, for $208.7 million. An independent
Special Committee of the Board of Directors negotiated
and approved the acquisition on behalf of the Company.
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The Company made an additional payment of $9.7
million in 2002 due to certain financial performance
targets having been met during fiscal year 2001.
The Company is provided with national freight distribution,
including trucking, services by the LTA Group, Inc. (LTA),
a company in which a brother of Leonard Riggio owns
a 20 percent interest. The Company paid LTA $17.7
million, $16.7 million and $13.1 million for such services
during fiscal years 2001, 2000 and 1999, respectively. The
Company believes the cost of freight delivered to the stores
compares favorably to the prices charged by publishers
and other third-party freight distributors.
Since 1993, the Company has used AEC One Stop Group,
Inc. (AEC) as its primary music and video supplier and to
provide a music and video database. AEC is one of the
largest wholesale distributors of music and videos in the
United States. In 1999, AEC’s parent corporation was
acquired by an investor group in which Leonard Riggio
was a minority investor. The Company paid AEC $168.1
million, $159.2 million and $126.2 million for merchandise
purchased during fiscal 2001, 2000 and 1999, respectively.
Amounts payable to AEC for merchandise purchased were
$51.1 million and $39.4 million as of February 2, 2002 and
February 3, 2001, respectively.

N EW LY ISSUED ACCOUNTING PRONOUNCEMENTS
In June 2001, the Financial Accounting Standards Board
(FASB) issued SFAS No. 141, “Business Combinations”
and SFAS No. 142, “Goodwill and Other Intangible
Assets”. SFAS No. 141 requires the use of the purchase
method of accounting and prohibits the use of the
pooling-of-interests method of accounting for business
combinations initiated after June 30, 2001. SFAS No.
141 also requires that the Company recognize acquired
intangible assets apart from goodwill if the acquired
intangible assets meet certain criteria. SFAS No. 141
applies to all business combinations initiated after June
30, 2001 and for purchase business combinations
completed on or after July 1, 2001. It also requires that,
upon adoption of SFAS No. 142, the Company reclassify
the carrying amounts of intangible assets and goodwill
based on the criteria in SFAS No. 141.
SFAS No. 142 requires, among other things, that the
Company no longer amortize goodwill, but instead test
goodwill for impairment at least annually. In addition,
SFAS No. 142 requires that the Company identify
reporting units for the purposes of assessing potential
future impairments of goodwill, reassess the useful lives
of other existing recognized intangible assets, and cease
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amortization of intangible assets with an indefinite
useful life. An intangible asset with an indefinite useful
life should be tested for impairment in accordance with
the guidance in SFAS No. 142.
The Company will apply the new standards on
accounting for goodwill and other intangible assets
beginning in the first quarter of the Company’s fiscal
year ending February 1, 2003, at which time the
Company will cease to record amortization expense on
its goodwill. The adoption of SFAS No. 142 will result
in an approximate $12.3 million reduction of
amortization expense in 2002. The Company expects to
complete its analysis of any potential impairment of
goodwill as a result of adopting this standard by the end
of the second quarter of fiscal 2002.
In August 2001, the FASB issued SFAS No. 144,
“Accounting for the Impairment or Disposal of LongLived Assets”, that is applicable to financial statements
issued for fiscal years beginning after December 15, 2001.
The FASB’s new rules on asset impairment supersede SFAS
No. 121, “Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to be Disposed Of”, and
portions of Accounting Principles Bulletin Opinion 30,
“Reporting the Results of Operations”. This new standard
provides a single accounting model for long-lived assets to
be disposed of and significantly changes the criteria that
would have to be met to classify an asset as held-for-sale.
Classification as held-for-sale is an important distinction
since such assets are not depreciated and are stated at
the lower of fair value and carrying amount. This new
standard also requires expected future operating losses
from discontinued operations to be displayed in the
period(s) in which the losses are incurred, rather than as
of the measurement date as presently required. The
Company is currently evaluating the impact of this
pronouncement to determine its effect, if any, on the
Company’s financial position or operating results.

R ECENT EV E N TS
On February 19, 2002, the Company successfully
completed an initial public offering for its GameStop
subsidiary, raising $250.0 million in cash for the
Company and $98.0 million in net proceeds for
GameStop. Barnes & Noble has retained an
approximate 63 percent interest in GameStop.
During the first quarter of 2002, the Board of Directors
of Barnes & Noble.com approved the transfer of the
Reno facility to the Company and the Board of
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Directors of the Company approved the Company’s
assumption of the Reno lease, the purchase of
inventory, and the hiring of all the Reno employees.
The Reno lease assignment and the transfer of the
operations of the Reno facility to the Company is
expected to be completed during the first half of 2002.

D I S C LOSURE REGARDING
FO R WA R D - LOOKING STAT E M E N TS
This report may contain certain forward-looking
statements (as such term is defined in the Private Securities
Litigation Reform Act of 1995) and information relating
to the Company that are based on the beliefs of the
management of the Company as well as assumptions
made by and information currently available to the
management of the Company. When used in this report,
the words “anticipate,” “believe,” “estimate,” “expect,”
“intend,” “plan” and similar expressions, as they relate to
the Company or the management of the Company,
identify forward-looking statements. Such statements
reflect the current views of the Company with respect to
future events, the outcome of which is subject to certain
risks, including among others general economic and
market conditions, decreased consumer demand for
the Company’s products, possible disruptions in the
Company’s computer or telephone systems, possible work
stoppages or increases in labor costs, possible increases in
shipping rates or interruptions in shipping service, effects
of competition, possible disruptions or delays in the
opening of new stores or the inability to obtain suitable
sites for new stores, higher-than-anticipated store closing
or relocation costs, higher interest rates, the performance
of the Company’s online initiatives such as Barnes &
Noble.com, the performance and successful integration
of acquired businesses, the success of the Company’s
strategic investments, unanticipated increases in
merchandise or occupancy costs, unanticipated adverse
litigation results or effects, and other factors which may
be outside of the Company’s control. In addition, the
video-game market has historically been cyclical in nature
and dependent upon the introduction of new generation
systems and related interactive software. Should one or
more of these risks or uncertainties materialize, or should
underlying assumptions prove incorrect, actual results or
outcomes may vary materially from those described as
anticipated, believed, estimated, expected, intended or
planned. Subsequent written and oral forward-looking
statements attributable to the Company or persons acting
on its behalf are expressly qualified in their entirety by the
cautionary statements in this paragraph.
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2001

2000

1999

4,870,390
3,560,038

4,375,804
3 ,1 6 9,724

3,486,043
2,483,729

1 ,310,352

1 ,206,080

1 ,002, 3 14

Selling and administrative expenses
Legal settlement expense
Depreciation and amortization
Pre-opening expenses
Impairment charge

904,280
4,500
147,826
7,959
--

8 1 2,992
-144,760
7,669
106,833

651,099
-112,304
6,801
--

Operating profit
Interest (net of interest income of $1,319, $939
and $1,449, respectively) and amortization
of deferred financing fees
Equity in net loss of Barnes & Noble.com
Gain on formation of Barnes & Noble.com
Other income (expense)

24 5 ,78 7

133,826

232,1 1 0

(36,334 )
( 88,378 )
-( 11,730 )

( 5 3 , 5 41 )
( 103,936 )
-(9,346 )

( 23 ,76 5 )
( 42,047 )
25,000
27,337

1 0 9,345
45,378

( 32,997 )
18,969

218,635
89,637

63,967

( 51,966 )

128,998

(Thousands of dollars, except per share data)

Sales
Cost of sales and occupancy

$

Gross profit

Earnings (loss) before provision for income
taxes and cumulative effect of a change
in accounting principle
Provision for income taxes
Earnings (loss) before cumulative effect of a change
in accounting principle
Cumulative effect of a change in accounting principle,
net of tax benefit of $3,125
Net earnings (loss)
Earnings (loss) per common shar e
Basic
Earnings (loss) before cumulative effect
of a change in accounting principle
Cumulative effect of a change in accounting
principle, net of tax benefit
Net earnings (loss)
Diluted
Earnings (loss) before cumulative effect
of a change in accounting principle
Cumulative effect of a change in accounting
principle, net of tax benefit
Net earnings (loss)
Weighted average common shares outstanding
Basic
Diluted

S ee acc om pan yi ng n ote s to c o nso li da te d f i n an ci a l st a te m e n t s .

--

--

( 4,500 )

$

63,967

( 51,966 )

124,498

$

0.96

( 0.81 )

1.87

$
$

-0.96

-( 0.81 )

( 0.07 )
1.80

$

0.94

( 0.81 )

1.81

$
$

-0.94

-(0.81 )

( 0.06 )
1.75

66,393,000
77,839,000

6 4 , 3 41,000
6 4 , 3 41,000

69,005,000
71,354,000
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(Thousands of dollars, except per share data)

Assets
Current assets:
Cash and cash equivalents
Receivables, net
Merchandise inventories
Prepaid expenses and other current assets

February 2, 2002

February 3, 2001

108,218
9 8 , 570
1,285,005
99,201

26,003
84,505
1 , 23 8 , 61 8
1 0 6,1 2 7

1,590,994

1 , 4 5 5,253

3 , 247
468,954
798,505

3 , 247
436,289
682,444

1,270,70 6
674,937

1 ,1 2 1 ,980
5 5 5 ,76 0

5 9 5 ,76 9

566,220

352,897
48,217
3 5,343

359,1 9 2
1 36,595
40,216

$

2,623,220

2 , 5 57, 476

$

695,284
444,944

5 8 2 , 07 5
353,000

1,14 0, 22 8

9 3 5 , 07 5

449,000
36 ,1 78
1 0 9,70 4

666,900
74,289
1 0 3,535

73
728, 0 15
( 14,303 )
2 9 1,70 2
( 1 1 7,377 )

71
673,1 22
( 5 , 8 74 )
22 7,73 5
( 1 1 7, 377 )

888,1 1 0

777, 677

--

--

2,623,220

2 , 5 57, 476

$

Total current assets
Property and equipment:
Land and land improvements
Buildings and leasehold improvements
Fixtures and equipment

Less accumulated depreciation and amortization
Net property and equipment
Intangible assets, net
Investment in Barnes & Noble.com
Other noncurrent assets
Total assets
Liabilities and Shareholders’ Equity
Current liabilities:
Accounts payable
Accrued liabilities
Total current liabilities
Long-term debt
Deferred income taxes
Other long-term liabilities
Shareholders’ equity:
Common stock; $.001 par value; 300,000,000 shares authorized;
72,713,069 and 70,549,176 shares issued, respectively
Additional paid-in capital
Accumulated other comprehensive loss
Retained earnings
Treasury stock, at cost, 5,504,700 shares
Total shareholders’ equity
Commitments and contingencies
Total liabilities and shareholders’ equity
S ee ac c om pan yi ng n otes to co ns o li da te d f in an ci a l st a te m e n t s .
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$
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Common
Stock

Additional
Paid-In
Capital

Accumulated
Other
Comprehensive
Loss

Retained
Earnings

Treasury
Stock at
Cost

Total

69

5 23 , 51 7

--

155,203

--

678,789

--

--

--

124,498

--

--

--

--

--

$

Comprehensive earnings:
Net earnings
Other comprehensive loss:
Unrealized loss on available-for-sale securities
(net of deferred tax benefit of $839)
Total comprehensive earnings

(1 ,1 9 8 )

123,300

Exercise of 794,728 common stock options,
including tax benefits of $6,302
Barnes & Noble.com Inc. IPO (net of deferred
income taxes of $84,114)
Treasury stock acquired, 4,025,900 shares

1

14,909

--

--

---

1 1 6 ,15 8
--

---

---

Balance at January 29, 2000

70

6 5 4,584

--

--

--

--

Comprehensive earnings:
Net loss
Other comprehensive loss:
Unrealized loss on available-for-sale securities
(net of deferred tax benefit of $3,317)
Total comprehensive loss

--

( 4,676)

2 7 9 ,70 1

( 51,966 )

--

14 , 9 1 0

-- 1 1 6 ,15 8
(8 6 ,7 97 ) ( 8 6 ,7 97 )
( 8 6 ,7 97 ) 846,360

--

-( 56,642 )

Exercise of 995,337 common stock options,
including tax benefits of $4,727
Treasury stock acquired, 1,478,800 shares

1
--

1 8,538
--

Balance at February 3, 2001

71

673 ,1 22

--

--

--

--

--

--

Comprehensive earnings:
Net earnings
Other comprehensive loss:
Unrealized loss on available-for-sale securities
(net of deferred tax benefit of $5,044)
Unrealized loss on derivative instrument
(net of deferred tax benefit of $936)
Total comprehensive earnings

--( 5,874)

--

---

-( 30,580 )

18,539
( 30,580 )

22 7,73 5

( 117,377 )

777,677

63,967

--

( 7,1 0 9 )

--

--

(1,320 )

--

-55,538

Exercise of 2,163,893 common stock options,
including tax benefits of $15,769
Balance at February 2, 2002

(1 ,1 9 8 )

--

$

S ee ac c om pan yi ng n otes to co ns o li da te d f i nan ci a l st a te m e n t s .

2

54,893

73

7 2 8 , 0 15

-( 14,303 )

-2 9 1 ,70 2

--

54,895

( 117,377 ) 8 8 8,1 1 0
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Fiscal Year

C A S H

F L O W S

2001

2000

1999

63,967

( 51,966 )

1 24,498

15 0,1 1 8
4,019
( 32,131)
-5,829
-1 1,73 0
-88,378
165,481

14 6 , 3 1 7
3,313
( 54,098 )
1 0 6,833
9 , 41 7
-9,346
-1 0 3,936
( 1 9 2,566 )

1 1 2,693
5,636
9,877
-1 3, 47 2
4,500
( 2 7,337 )
( 25,000)
42,047
( 73,055 )

4 57, 3 9 1

80,532

1 8 7, 3 3 1

(1 3, 41 2 )
( 1 6 8,833)
6,072
-( 5,581 )
( 14,648 )

(1 57, 8 1 7 )
( 1 3 4,292 )
2,962
-( 12,802 )
( 86)

( 1 7 5,76 0 )
( 14 6,294 )
2 1,558
25,000
( 20,000)
( 9,282 )

( 1 9 6,402 )

( 302,035 )

( 3 0 4 ,778 )

( 51 7,900 )
300,000
3 9,1 2 6
--

235,300
-1 8,539
( 30,580 )

1 8 2,500
-14, 9 1 0
( 8 6 ,7 97 )

( 1 78 ,774)

223,259

1 1 0, 61 3

8 2 , 2 15
26,003

1 ,7 5 6
24 , 247

( 6,834 )
3 1, 0 8 1

$

108,218

26,003

24,247

$

(14,065 )
( 46,387 )
6,926
2 1 9,007

( 29,004)
(1 0 3,668 )
( 29,972 )
( 29,922 )

3 ,7 9 5
( 6 9,059)
( 8,543 )
752

$

1 6 5, 4 8 1

( 1 9 2,566 )

( 73,055 )

$
$

29,867
43,646

49,007
73, 371

24 , 9 1 1
7 2,342

$

1 3 , 41 2
--

2 0 6,1 0 5
48,288

2 0 1, 9 1 0
2 6 ,15 0

$

1 3 , 41 2

1 57, 8 1 7

1 7 5,76 0

(Thousands of dollars)

Cash flows from operating activities:
Net earnings (loss)
Adjustments to reconcile net earnings (loss) to net cash flows from operating activities:
Depreciation and amortization (including amortization of deferred financing fees)
Loss on disposal of property and equipment
Deferred taxes
Impairment charge
Increase in other long-term liabilities for scheduled rent increases in long-term leases
Cumulative effect of a change in accounting principle, net of taxes
Other (income) expense, net
Gain on formation of Barnes & Noble.com
Equity in net loss of Barnes & Noble.com
Changes in operating assets and liabilities, ne t

$

Net cash flows from operating activities
Cash flows from investing activities:
Acquisition of consolidated subsidiaries, net of cash received
Purchases of property and equipment
Proceeds from the partial sale of investments
Proceeds from formation of Barnes & Noble.com
Purchase of investments
Net increase in other noncurrent assets
Net cash flows from investing activities
Cash flows from financing activities:
Net increase (decrease) in revolving credit facility
Proceeds from issuance of long-term debt
Proceeds from exercise of common stock options
Purchase of treasury stock through repurchase program
Net cash flows from financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Changes in operating assets and liabilities, net:
Receivables, net
Merchandise inventories
Prepaid expenses and other current assets
Accounts payable and accrued liabilities
Changes in operating assets and liabilities, net
Supplemental cash flow information:
Cash paid during the period for:
Interest
Income taxes
Supplemental disclosure of subsidiaries acquired:
Assets acquired
Liabilities assumed
Cash paid

S ee ac com p an y i ng n ote s to c o nso li date d f i n an ci a l st a te m e n t s .

2 0 0 1

A n n u a l

R e p o r t

N OTES TO CONSOLIDATED
FINANCIAL STAT E M E N TS
(Thousands of dollars, except per share data)

For the 52 weeks ended February 2, 2002 (fiscal 2001),
53 weeks ended February 3, 2001 (fiscal 2000) and 52
weeks ended January 29, 2000 (fiscal 1999).
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Use of Est i m ate s
In preparing financial statements in conformity with
generally accepted accounting principles, the Company
is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities and
the disclosure of contingent assets and liabilities at the
date of the financial statements and revenues and
expenses during the reporting period. Actual results
could differ from those estimates.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

C ash and Cash Equivalents

Business

The Company considers all short-term, highly liquid
instruments purchased with an original maturity of
three months or less to be cash equivalents.

Barnes & Noble, Inc. (Barnes & Noble), through its
subsidiaries (collectively, the Company), is primarily
engaged in the sale of books, video games and
entertainment-software products. The Company employs
two principal bookselling strategies: its superstore
strategy through its wholly owned subsidiary Barnes
& Noble Booksellers, Inc., under its Barnes & Noble
Booksellers, Bookstop and Bookstar trade names
(hereafter collectively referred to as Barnes & Noble
stores) and its mall strategy through its wholly owned
subsidiaries B. Dalton Bookseller, Inc. and Doubleday
Book Shops, Inc., under its B. Dalton stores, Doubleday
Book Shops and Scribner’s Bookstore trade names
(hereafter collectively referred to as B. Dalton stores).
The Company is also engaged in the online retailing of
books and other products through an approximate 36
percent interest in barnesandnoble.com llc (Barnes &
Noble.com), as more fully described in Note 8. The
Company, through its acquisitions of Babbage’s Etc.
LLC (Babbage’s Etc.) and Funco, Inc. (now known as
GameStop, Inc.) operates video-game and entertainmentsoftware stores under the GameStop, Babbage’s,
Software Etc. and FuncoLand trade names, a Web site
(gamestop.com) and Game Informer magazine
(hereafter collectively referred to as GameStop stores).
Additionally, the Company owns an approximate 74
percent interest in Calendar Club L.L.C. (Calendar
Club), an operator of seasonal calendar kiosks.

C o n s o l i d at i o n
The consolidated financial statements include the
accounts of Barnes & Noble and its wholly and majorityowned subsidiaries. Investments in affiliates in which
ownership interests range from 20 percent to 50 percent,
principally Barnes & Noble.com, are accounted for under
the equity method. All significant intercompany accounts
and transactions have been eliminated in consolidation.

M e rchandise Inve n tories
Merchandise inventories are stated at the lower of cost or
market. Cost is determined primarily by the retail inventory
method on the first-in, first-out (FIFO) basis for 81 percent
and 82 percent of the Company’s merchandise inventories
as of February 2, 2002 and February 3, 2001, respectively.
Merchandise inventories of GameStop stores and Calendar
Club represent 11 percent and 9 percent of merchandise
inventories as of February 2, 2002 and February 3, 2001,
respectively and are recorded based on the average cost
method. The remaining merchandise inventories are valued
on the last-in, first-out (LIFO) method.
If substantially all of the merchandise inventories
currently valued at LIFO costs were valued at current
costs, merchandise inventories would remain unchanged
as of February 2, 2002 and February 3, 2001.

P ro p e rty and Equipment
Property and equipment are carried at cost, less
accumulated depreciation and amortization. For
financial reporting purposes, depreciation is computed
using the straight-line method over estimated useful
lives. For tax purposes, different methods are used.
Maintenance and repairs are expensed as incurred,
while betterments and major remodeling costs are
capitalized. Leasehold improvements are capitalized
and amortized over the shorter of their estimated useful
lives or the terms of the respective leases. Capitalized
lease acquisition costs are being amortized over the
lease terms of the underlying leases. Costs incurred in
purchasing management information systems are
capitalized and included in property and equipment.
These costs are amortized over their estimated useful
lives from the date the systems become operational.
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Intangible Assets and Amort i zation

M a r ketable Equity Securities

The costs in excess of net assets of businesses acquired
are carried as intangible assets, net of accumulated
a m o rtization, in the accompanying consolidated
balance sheets. The net intangible assets, consisting
primarily of goodwill and trade names of $352,897 as
of February 2, 2002 and $359,192 as of February 3,
2001, are amortized using the straight-line method over
periods ranging from 30 to 40 years.

All marketable equity securities included in other
noncurrent assets are classified as available-for-sale
under SFAS No. 115, “Accounting for Cert a i n
Investments in Debt and Equity Securities”. The
Company carries these investments at fair value with
unrealized gains and losses (net of taxes) included in
accumulated other comprehensive earnings, which is
reflected as a separate component of shareholders’
equity. Realized gains and losses are recognized in the
Company’s consolidated statement of operations when
the securities are sold or impairment is considered other
than temporary. The Company reviews its equity
holdings on a regular basis to evaluate whether or not
each security has experienced an other-than-temporary
decline in fair value. The Company has reviewed each
of the companies’ financial position, results of operations,
stock price performance and various analyst research
reports and believes that the declines in fair value of its
equity holdings are temporary.

On February 3, 2002, the Company adopted Statement
of Financial Accounting Standards (SFAS) No. 142,
“Goodwill and Other Intangible Assets,” and as a
result, the Company will cease to amortize the
remaining goodwill. In lieu of amortization, the
Company is required to perform an initial impairment
review of its goodwill in the first six months of fiscal
2002 and an annual impairment review thereafter.
Amortization of goodwill and trade names included in
depreciation and amortization in the accompanying
consolidated statements of operations is $12,682,
$12,593 and $5,148 during fiscal 2001, 2000 and
1999, re s p e c t i v e l y. Accumulated amortization at
February 2, 2002 and February 3, 2001 was $74,974
and $62,292, respectively.

Impairment of Long-Lived Asset s
The Company periodically reviews property and
equipment and intangibles (primarily goodwill) whenever
events or changes in circumstances indicate that their
carrying amounts may not be recoverable or their
depreciation or amortization periods should be
accelerated. The Company assesses recoverability based on
several factors, including management’s intention with
respect to its stores and those stores’ projected
undiscounted cash flows. An impairment loss is recognized
for the amount by which the carrying amount of the assets
exceeds the present value of their projected cash flows.

D efe rred Charge s
Costs incurred to obtain long-term financing are amortized
over the terms of the respective debt agreements using the
straight-line method, which approximates the interest
method. Unamortized costs included in other noncurrent
assets as of February 2, 2002 and February 3, 2001 were
$10,436 and $1,286, respectively. Amortization expense
included in interest and amortization of deferred financing
fees is $2,292, $1,557 and $389 during fiscal 2001, 2000
and 1999, respectively.

D e r i vat i ve Inst r u m e n t s
Under an agreement expiring February 2, 2003, the
Company uses an interest-rate swap as a derivative to
modify the interest characteristics of its outstanding
floating rate long-term debt, to reduce its exposure
to fluctuations in interest rates. The Company’s
accounting policy is based on its designation of such
instruments as cash flow hedges. The Company does
not enter into such contracts for speculative purposes.

Revenue Recognition
Revenue from sales of the Company’s products is
recognized at the time of sale.
Readers’ Advantage™ membership entitles the customer
to receive a 10 percent discount on all purchases made
during the twelve-month membership period. The
annual membership fee of $25 is non-refundable after
the first 30 days of the membership term. Revenue is
being recognized over the twelve-month membership
period based upon historical spending patterns for
Barnes & Noble customers. Refunds of membership fees
due to cancellations within the first 30 days are minimal.
Sales returns (which are not significant) are recognized
at the time returns are made.
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Ad ve rtising Cost s

Income Taxes

The costs of advertising are expensed as incurred during
the year pursuant to Statement of Position 93-7,
“ R e p o rting on Advertising Costs”. In addition,
consideration received from vendors in conjunction with
the Company’s cooperative advertising program is
netted against the related expenses. Advertising costs are
charged to selling and administrative expenses.

The provision for income taxes includes federal, state
and local income taxes currently payable and those
deferred because of temporary differences between the
financial statement and tax bases of assets and
liabilities. The deferred tax assets and liabilities are
measured using the enacted tax rates and laws that are
expected to be in effect when the differences reverse.

P re-Opening Ex p e n s e s

Stock Options

In April 1998, the Accounting Standards Executive
Committee issued Statement of Position 98-5,
“Reporting on the Costs of Start-Up Activities” (SOP 985). SOP 98-5 requires an entity to expense all start-up
activities, as defined, when incurred. Prior to 1999, the
Company amortized costs associated with the opening of
new stores over the respective store’s first 12 months of
operations. In accordance with SOP 98-5, the Company
recorded a one-time non-cash charge reflecting the
cumulative effect of a change in accounting principle in
the amount of $4,500 after taxes, representing such startup costs capitalized as of the beginning of fiscal year
1999. Since adoption, the Company has expensed all
such start-up costs as incurred. The effect of the change
in accounting principle on earnings in fiscal 2001, fiscal
2000 and fiscal 1999 was immaterial.

The Company accounts for all transactions under
which employees receive shares of stock or other equity
instruments in the Company or the Company incurs
liabilities to employees in amounts based on the price
of its stock in accordance with the provisions of
Accounting Principles Board Opinion No. 25,
“Accounting for Stock Issued to Employees.”

Closed Sto re Ex p e n s e s
Upon a formal decision to close or relocate a store, the
Company charges unrecoverable costs to expense. Such
costs include the net book value of abandoned fixtures
and leasehold improvements and a provision for future
lease obligations, net of expected sublease recoveries.
Costs associated with store closings of $9,831, $5,026 and
$5,447 during fiscal 2001, fiscal 2000 and fiscal 1999,
respectively, are included in selling and administrative
expenses in the accompanying consolidated statements
of operations.

N et Earnings Per Common Share
Basic earnings per share is computed by dividing income
available to common shareholders by the weightedaverage number of common shares outstanding. Diluted
earnings per share reflect, in periods in which they have
a dilutive effect, the impact of common shares issuable
upon exercise of its stock options and those of its
GameStop subsidiary, and assumes the conversion of the
Company’s 5.25% convertible subordinated notes for the
period outstanding since their issuance in March 2001.

Re c l as s i fi c at i o n s
Certain prior-period amounts have been reclassified for
comparative purposes to conform with the fiscal 2001
presentation.

Re p o rting Period
The Company’s fiscal year is comprised of 52 or 53
weeks, ending on the Saturday closest to the last day of
January. The reporting periods ended February 2, 2002,
February 3, 2001 and January 29, 2000 contained 52
weeks, 53 weeks and 52 weeks, respectively.

2. REC E I VA B L E S, NET
Receivables represent customer, credit card, landlord
and other receivables due within one year as follows:

Trade accounts
Credit card receivables (a)
Receivables from landlords
for leasehold improvements
Barnes&Noble.com receivable
Other receivables

$

Total receivables, net

$

February 2,
2002

February 3,
2001

5,594
26,632

8 ,14 6
24,000

1 0,407
47,204
8,733

1 8,568
1 7,987
15,804

98,570

84,505

(a) Credit card receivables consist of receivables from credit card
companies. The Company assumes no customer credit risk
for these receivables.
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3. DEBT
On November 18, 1997, the Company obtained an
$850,000 five-year senior revolving credit facility (the
Revolving Credit Facility) with a syndicate led by The
Chase Manhattan Bank. The Revolving Credit Facility
permits borrowings at various interest-rate options
based on the prime rate or London Interbank Offer
Rate (LIBOR) depending upon certain financial tests. In
addition, the agreement requires the Company to pay a
commitment fee up to 0.25 percent of the unused
portion depending upon certain financial tests. The
Revolving Credit Facility contains covenants,
limitations and events of default typical of credit
facilities of this size and nature, including financial
covenants which require the Company to meet, among
other things, cash flow and interest-coverage ratios and
which limit capital expenditures. The Revolving Credit
Facility is secured by the capital stock, accounts
receivable and general intangibles of the Company’s
subsidiaries. Net proceeds from the Revolving Credit
Facility are available for general corporate purposes.
In fiscal 2000, the Company obtained an additional
$100,000 senior unsecured seasonal credit facility
(seasonal credit facility) with a syndicate of banks led
by The Chase Manhattan Bank. The seasonal credit
facility, which matured on January 31, 2001, provided
for bor rowings at an interest rate based on LIBOR. In
addition, the agreement required the Company to pay a
commitment fee of 0.375 percent of the unused portion.
The seasonal credit facility was guaranteed by all
restricted subsidiaries of Barnes & Noble.
In fiscal 2001, the Company issued $300,000, 5.25
percent convertible subordinated notes due March 15,
2009. The notes are convertible into the Company’s
common stock at a conversion price of $32.512 per share.
The Company from time to time enters into interest-rate
swap agreements to manage interest costs and risk associated
with changes in interest rates. These agreements
effectively convert underlying variable-rate debt based
on prime rate or LIBOR to fixed-rate debt through the
exchange of fixed and floating interest payment
obligations without the exchange of underlying principal
amounts. For each of the years ended February 2, 2002
and February 3, 2001, the Company had outstanding
$55,000 of swaps, maturing in 2003.
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Selected information related to the Company’s
Revolving Credit Facility and seasonal credit facility is
as follows:
Fiscal Year
Balance at end of year
Average balance outstanding
during the year
Maximum borrowings outstanding
during the year
Weighted average interest rate
during the year
Interest rate at end of year

2001

2000

1999

$ 449,000

666,900

431,600

$ 689,326

6 97,832

3 97,1 1 4

$ 8 70,000

9 1 8 ,70 0

693,500

5.27%
4.33%

7.55%
6.01%

6.01%
6.26%

Fees expensed with respect to the unused portion of the
Company’s revolving credit commitment were $516,
$272 and $664, during fiscal 2001, 2000 and 1999,
respectively.
The amounts outstanding under the Company’s
Revolving Credit Facility have been classified as longterm debt based on the Company’s intention to
maintain principal amounts outstanding.
The Company has no agreements to maintain
compensating balances.

4. FAIR VA LUES OF FINANCIAL INST R U M E N TS
The carrying values of cash and cash equivalents
reported in the accompanying consolidated balance
sheets approximate fair value due to the short-term
maturities of these assets. The aggregate fair value of
the Revolving Credit Facility approximates its carrying
amount, because of its recent and frequent repricing
based upon market conditions. Investments in publicly
traded securities accounted for under SFAS 115 are
carried at fair value.
Interest-rate swap agreements are valued based on
market quotes obtained from dealers. The estimated
fair value of the interest-rate swaps liability was $2,256
and $542 at February 2, 2002 and February 3, 2001,
respectively. The interest-rate swaps are included as a
component of other long-term liabilities.
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5. OTHER INCOME (EX P E N S E )
The following table sets forth the components of other
income (expense), in thousands of dollars:
Fiscal Year

2001

2000

1999

iUniverse.com (1)
$ ( 3,985 )
Equity in net losses of
BOOK ® magazine (2)
(2,500 )
Equity in net losses of enews, inc. (3)
( 5 , 5 8 1)
Gain on sale of Gemstar
International Ltd.
(formerly NuvoMedia Inc.) (4)
-Indigo Books & Music Inc.
(formerly Chapters Inc.) (5)
336
Equity in net earnings of
Calendar Club (6)
-Termination of planned acquisition
of Ingram Book Group (7)
-Other
--

( 9,277 )

(2 ,1 2 1 )

Total other income (expense)

( 9,346 )

$ (11,730 )

(3)

(4)
(127 )
--

---

--

22,356

--

10,874

--

1,228

-58

( 5,000 )
--

(5)

27,337

(1) During fiscal 1999, the Company acquired a 41 percent
interest in iUniverse.com for $20,000. In the first quarter
of fiscal 2000, the Company invested an additional $8,000
in iUniverse.com thereby increasing its perc e n t a g e
ownership interest to 49 percent. In the third quarter of
fiscal 2000, the Company sold a portion of its investment
in iUniverse.com decreasing its percentage ownership
interest to 29 percent. This transaction resulted in a
pre-tax gain of $326. In fiscal 2001, the Company’s
percentage ownership interest in iUniverse.com decreased
to 22 percent when an additional capital contribution was
made to iUniverse.com by one of its other investors. This
investment is being accounted for under the equity method
and is reflected as a component of other noncurrent assets.
The investment balance is $9,809 at February 2, 2002.
(2) During fiscal 2000, the Company acquired a 50 percent
interest in BOOK® magazine for $4,254. In fiscal 2001 the
Company loaned an aggregate amount of $2,500 for
which it received interest-bearing promissory notes. This

(6)

(7)
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investment is being accounted for under the equity method
and is reflected as a component of other noncurrent assets.
The investment balance is $4,944 at February 2, 2002.
In fiscal 2001, the Company acquired a 49 percent interest
in enews, inc. for $5,581. This investment is being
accounted for under the equity method and is reflected as
a component of other noncurrent assets. The investment
balance is $0 at February 2, 2002.
In fiscal 1999, NuvoMedia Inc. (NuvoMedia) was
acquired by Gemstar International Ltd. (Gemstar), a
publicly traded company. Under the terms of the
agreement, NuvoMedia shareholders received Gemstar
shares in exchange for their ownership interests. In fiscal
1999, in connection with the sale of NuvoMedia, the
Company recognized a pre-tax gain of $22,356. The
Company’s investment in Gemstar is being accounted for
as an available-for-sale investment and is reflected as a
component of other noncurrent assets. The investment
balance is $6,881 at February 2, 2002.
During fiscal 1999, the Company sold a portion of its
investment in Chapters Inc. (Chapters) resulting in a pretax gain of $10,975. Through a series of transactions
spanning from November 2000 through August 2001,
Chapters and Indigo Books & Music Inc. merged under
the corporate name Indigo Books & Music Inc. During
fiscal 2001, the Company sold a portion of its investment
resulting in a pre-tax gain of $336. The investment
balance is $632 at February 2, 2002.
In fiscal 2000, the Company invested $11,000 to acquire
a controlling interest in Calendar Club by increasing its
percentage ownership interest to approximately 74
percent. Accordingly, the Company has consolidated the
results of operations of Calendar Club. Prior to fiscal
2000, the Company held a 50 percent interest in Calendar
Club and accounted for its investment under the equity
method and reflected it as a component of other
noncurrent assets.
In 1999, the Company and the Ingram Book Group
(Ingram) announced their agreement to terminate the
Company’s planned acquisition of Ingram. The Company’s
application before the Federal Trade Commission for the
purchase was formally withdrawn. As a result, other
income reflects a one-time charge of $5,000 for acquisition
costs relating primarily to legal, accounting and other
transaction-related costs.
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6. MARKETABLE EQ U I TY SEC U R I T I E S
Marketable equity securities are carried on the balance sheet at their fair market value as a component of other
noncurrent assets. The following marketable equity securities as of February 2, 2002 and February 3, 2001 have been
classified as available-for-sale securities:
Gemstar
International Ltd.
Carrying value
Fiscal 1999 unrealized losses
Fiscal 2000 unrealized losses

$

Market value at February 3, 2001
Partial sale of investment

$

Total

2 7,1 37
( 1,684 )
( 6 , 974)

8,294
( 353 )
( 1,019 )

35,431
( 2,037 )
( 7,993 )

18,479

6,922

25,401

( 4 ,78 6 )

( 4,786 )

( 1 1,598 )

( 1,504 )

( 1 3 ,1 0 2 )

6,881

632

7, 51 3

--

Fiscal 2001 unrealized losses
Market value at February 2, 2002

Indigo Books & Music, Inc.
(formerly Chapters Inc.)

7. NET EARNINGS (LOSS) PER SHARE
Following is a reconciliation of net earnings (loss) and weighted average common shares outstanding for purposes of
calculating basic and diluted net earnings per share:
2001 (a)

2000 (b)

1999

Basic net earnings (loss) per shar e
Net earnings (loss)
Weighted average common shares outstanding

$

63,967
66,393,000

( 51,966 )
64,341,000

124,498
69,005,000

Basic net earnings (loss) per shar e

$

0.96

( 0.81 )

1.80

Diluted net earnings (loss) per share
Net earnings (loss)
After-tax equivalent of interest expense on 5.25% convertible subordinated notes

$

63,967
8,821

( 51,966 )
--

124,498
--

Earnings (loss) for purposes of computing diluted net earnings (loss) per share

$

72,788

( 51,966 )

124,498

Weighted average common shares outstanding
Dilutive stock options
Weighted average assumed conversion of 5.25% convertible subordina ted notes

66,393,000
3 , 2 07,000
8,239,000

64,341,000
---

69,005,000
2,349,000
--

Weighted average shares outstanding for purposes of
computing diluted net earnings (loss) per shar e

77,839,000

64,341,000

71,354,000

Diluted net earnings (loss) per share

$

0.94

(0.81 )

1.75

(a) The effect of GameStop stock options are not dilutive.
(b) Fiscal 2000 excludes the effect of the dilutive stock options. Inclusion of stock options would have an antidilutive effect on loss per share.
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On May 25, 1999, Barnes & Noble.com Inc. completed an
initial public offering (IPO) of 28.75 million shares of Class
A Common Stock and used the proceeds to purchase a 20
percent interest in Barnes & Noble.com. As a result, the
Company and Bertelsmann each retained a 40 percent
interest in Barnes & Noble.com. The Company recorded
an increase in additional paid-in capital of $116,158 after
taxes representing the Company’s incremental share in the
equity of Barnes & Noble.com. In November 2000, Barnes
& Noble.com acquired Fatbrain.com, Inc. (Fatbrain), the
third largest online bookseller. Barnes & Noble.com issued
shares of its common stock to Fatbrain shareholders. As a
result of this merger, the Company and Bertelsmann each
retained an approximate 36 percent interest in Barnes &
Noble.com. The Company will continue to account for its
investment under the equity method.

On November 12, 1998, the Company and
B e rtelsmann AG (Bertelsmann) completed the
formation of a limited liability company to operate the
online retail bookselling operations of the Company’s
wholly owned subsidiary, barnesandnoble.com inc. The
new entity, barnesandnoble.com llc (Barnes &
Noble.com), was structured as a limited liability
company. Under the terms of the relevant agreements,
effective as of October 31, 1998, the Company and
Bertelsmann each retained a 50 percent membership
interest in Barnes & Noble.com. The Company
contributed substantially all of the assets and liabilities
of its online operations to the joint venture and
Bertelsmann paid $75,000 to the Company and made a
$150,000 cash contribution to the joint venture.
Bertelsmann also agreed to contribute an additional
$50,000 to the joint venture for future working capital
requirements. The Company recognized a pre-tax gain
during fiscal 1998 in the amount of $126,435, of which
$63,759 was recognized in earnings based on the
$75,000 received directly and $62,676 ($36,351 after
taxes) was reflected in additional paid-in capital based
on the Company’s share of the incremental equity of the
joint venture resulting from the $150,000 Bertelsmann
contribution.

Under the terms of the November 12, 1998 joint venture
agreement between the Company and Bertelsmann, the
Company received a $25,000 payment from Bertelsmann
in connection with the IPO. The Company recognized
the $25,000 pre-tax gain in fiscal 1999. The estimated
fair market values of the Company’s investment in
Barnes & Noble.com were $109,825, $122,000 and
$742,000 at February 2, 2002, February 3, 2001 and
January 29, 2000, respectively.

Summarized financial information for Barnes & Noble.com follows:
12 months ended December 31,
2001

2000

1999

Net sales
Gross profit
Net loss(b)

$
$
$

404,600
9 1,235
( 244,366)

374,938 (a)
70 , 8 1 6 (a)
( 329,657 )(a)

1 9 3 ,73 0
33,793
( 1 0 2,404 )

Cash and cash equivalents
Other current assets
Noncurrent assets
Current liabilities
Minority interest

$

1 15,266
6 8 ,1 3 5
103,975
1 3 8 ,773
1 0 5,845

2 1 2,304
80,332
236,299
1 3 5,987
282,824

478,047
27,567
1 73,904
75,940
482,896

Net assets

$

4 2 ,7 5 8

1 1 0,1 24

1 2 0,682

(a) Includes the pro forma consolidated results of Barnes & Noble.com and Fatbrain as if the acquisition of Fatbrain had taken place
on January 1, 2000.
(b) Includes impairment charge of $88,213 and $75,051 in 2001 and 2000, respectively.
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curtailment in fiscal 1999 resulting in a pre-tax gain of
$14,142 which is included as a reduction of selling and
administrative expenses.

As of December 31, 1999, substantially all employees of
the Company were covered under a noncontributory
defined benefit pension plan (the Pension Plan). As of
January 1, 2000, the Pension Plan was amended so that
employees no longer earn benefits for subsequent
service. Subsequent service continues to be the basis
for vesting of benefits not yet vested at December 31,
1999 and the Pension Plan will continue to hold assets
and pay benefits. The amendment was treated as a

The Company maintains defined contribution plans
(the Savings Plans) for the benefit of substantially
all employees. In addition, the Company provides
certain health care and life insurance benefits (the
P o s t re t i rement Plan) to retired employees, limited to
those receiving benefits or retired as of April 1,
1993.

A summary of the components of net periodic cost for the Pension Plan and the Postretirement Plan follows:
Pension Plan
Fiscal Year

Postretirement Plan

2001

2000

1999

2001

2000

1999

Service cost
Interest cost
Expected return on plan assets
Net amortization and deferral

$

-1 ,869
( 3,030 )
43

-1,779
( 2,887)
--

4,535
2,349
( 2,494 )
32

-175
-( 73 )

-151
-( 104)

-151
-( 123)

Net periodic expense (income)

$

( 1 ,1 1 8 )

( 1 ,1 0 8 )

4,422

102

47

28

Total Company contributions charged to employee benefit expenses for the Savings Plans were $5,929, $5,681 and
$3,374 during fiscal 2001, 2000 and 1999, respectively.
Weighted-average actuarial assumptions used in determining the net periodic costs of the Pension Plan and the
Postretirement Plan are as follows:
Pension Plan

Postretirement Plan

Fiscal Year

2001

2000

1999

2001

2000

1999

Discount rate
Expected return on plan assets
Assumed rate of compensation increase*

7.3%
9.5%
N/A

7.8%
9.5%
4.8%

7.8%
9.5%
4.8%

7.3%
---

7.8%
---

7.8%
---

* A graded salary scale was used.

N O T E S

T O

C O N S O L I D AT E D
2 0 0 1

A n n u a l

F I N A N C I A L

R e p o r t

■

B a r n e s

S T AT E M E N T S
&

N o b l e ,

c o n t i n u e d

I n c .

The following table provides a reconciliation of benefit obligations, plan assets and funded status of the Pension Plan
and the Postretirement Plan:
Pension Plan
Fiscal Year

Postretirement Plan

2001

2000

2001

2000

$

24 ,1 8 7
1,869
2,525
( 419 )
(1 ,663 )

23,037
1 ,779
129
(758 )
--

2,081
175
569
( 284 )
--

2,053
151
54
( 177 )
--

$

2 6,499

24 ,1 8 7

2 , 5 41

2,081

$

3 2,1 1 4
( 379 )
-( 2,343 )
( 419 )

2 9,036
( 446 )
4,282
-( 758 )

------

------

Fair value of plan assets at end of year

$

2 8,973

3 2,1 1 4

--

--

Funded status
Unrecognized net actuarial (gain) loss

$

2 , 474
9,401

7,927
3 , 6 61

( 2 , 5 41 )
( 941 )

( 2,081 )
( 1,583 )

Prepaid (accrued) benefit cost

$

1 1,875

1 1 ,588

( 3,482 )

( 3,664 )

Change in benefit obligation:
Benefit obligation at beginning of year
Interest cost
Actuarial loss
Benefits paid
Settlement
Benefit obligation at end of year
Change in plan assets:
Fair value of plan assets at beginning of year
Actual loss on assets
Employer contributions
Settlement
Benefits paid

Settlements in the form of lump sum cash payments were
made in fiscal 2001 to plan participants in exchange for
their rights to receive specified pension benefits.
The health-care cost trend rate used to measure the
expected cost of the Postretirement Plan benefits is
assumed to be nine percent in 2002 declining at one
percent decrements each year through 2005 and onehalf percent decrements through 2007 to five percent in

2007 and each year thereafter. The health-care cost
trend assumption has a significant effect on the
amounts reported. For example, a one percent increase
or decrease in the health-care cost trend rate would
change the accumulated postretirement benefit obligation
by approximately $216 and $191, respectively, as of
February 2, 2002, and would change the net periodic
cost by approximately $16 and $13, respectively, during
fiscal 2001.
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10. INCOME TAXES
The Company files a consolidated federal return.
Federal and state income tax provisions (benefits) for
fiscal 2001, 2000 and 1999 are as follows:
Fiscal Year
Current:
Federal
State

$

Deferred:
Federal
State

Total

$

2001

2000

1999

62,141
1 3, 8 9 1

5 9,055
1 3 ,086

64,454
15,306

7 6,032

7 2,141

7 9 ,76 0

( 2 5,7 9 0)
( 4,864)

( 44,390)
( 8,782)

7,1 9 3
2,684

(3 0,654)

( 5 3 ,1 7 2)

9,877

4 5,378

1 8 ,969

89,637

A reconciliation between the provision (benefit) for
income taxes and the expected provision for income
taxes at the federal statutory rate of 35 percent during
fiscal 2001, 2000 and 1999, is as follows:
Fiscal Year
Expected provision
(benefit) for income taxes
at federal statutory rate
Amortization of non-deductible
goodwill and trade names and
write-down of goodwill
State income taxes, net of federal
income tax benefit
Other, net
Provision for income taxes

2001

2000

1999

ST AT E M E N T S

The tax effects of temporary differences that give rise to
significant components of the Company’s deferred tax
assets and liabilities as of February 2, 2002 and
February 3, 2001 are as follows:
February 2,
2002
Deferred tax liabilities:
Operating expenses
Depreciation
Investment in Barnes & Noble.com

$

Total deferred tax liabilities
Deferred tax assets:
Inventory
Lease transactions
Reversal of estimated accruals
Restructuring charge
Insurance liability
Deferred income
Unrealized holding losses on
available-for-sale securities
Unrealized holding loss on
derivative instrument
Other
Total deferred tax assets
Net deferred tax liabilities

$ 3 8 , 2 71

$

February 3,
2001

( 1 9,655 )
(22 , 2 78 )
( 3 2 , 57 2 )

( 1 6,236 )
( 20,886 )
(69,693 )

( 74,505 )

( 1 0 6 , 8 15 )

4 ,1 1 9
23,446
5 , 573
1 3,496
2,312
--

6,520
2 0 ,70 5
7,733
1 3,530
1 , 8 71
2,056

9 ,1 9 9

4 ,15 6

936
9,993

-8,409

6 9, 074

64,980

( 5,431 )

( 41,835 )

( 1 1,549 ) 76,522

1,987

26,669

1,342

5,868
( 748 )

2 ,7 9 8
1 , 0 51

1 1,694
79

1 8,969

89,637

$ 45,378

c o n t i n u e d

11. ACQUISITIONS
In fiscal 1999, the Company acquired Babbage’s Etc.,
one of the nation’s largest video-game and entertainmentsoftware specialty retailers, a company majority owned by
Leonard Riggio, for $208,670. An independent Special
Committee of the Board of Directors negotiated and
approved the acquisition on behalf of the Company. The
Company made an additional payment of $9,665 in
2002 due to certain financial performance targets having
been met during fiscal year 2001.
On June 14, 2000, the Company acquired all of the
outstanding shares of Funco, Inc., a Minneapolis-based
electronic games retailer for approximately $167,560.
The acquisition was accounted for by the purchase
method of accounting and, accordingly, the results of
operations for the period subsequent to the acquisition
are included in the consolidated financial statements. The
excess of purchase price over the net assets acquired, in
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the amount of approximately $131,400, has been
recorded as goodwill and is being amortized using the
straight-line method over an estimated useful life of 30
years. The pro forma effect assuming the acquisition of
Funco, Inc. at the beginning of fiscal 2000 is not material.
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appearances and children’s activities. This segment also
includes 305 small format mall-based stores under the
B. Dalton Bookseller, Doubleday Book Shops and
Scribner’s Bookstore trade names. Additionally, this
segment includes the operations of Calendar Club, the
Company’s majority-owned subsidiary. Calendar Club is
an operator of seasonal calendar kiosks. The bookstore
segment employs a merchandising strategy that targets
the “Middle American” consumer book market.

Through a corporate restructuring, Babbage’s Etc. became
a wholly owned subsidiary of Funco, Inc. and the name
of Funco, Inc. was changed to GameStop, Inc.

Video-Game and Ente rt a i n m e n t - S oft wa re Sto re s

On February 19, 2002, the Company successfully completed
an initial public offering for its GameStop subsidiary, raising
$250,000 in cash for Barnes & Noble, Inc. and $98,000 in
net proceeds for GameStop. Barnes & Noble has retained
an approximate 63 percent interest in GameStop.

This segment includes 432 Video Game & Entertainment
Software stores under the Babbage’s and Software Etc.
names, 606 stores operated under the GameStop and
FuncoLand names, a Web site (gamestop.com) and
Game Informer magazine. The principal products of
these stores are comprised of video-game hardware and
software and PC-entertainment software. The Company’s
consolidated financial statements reflect the results of
Babbage’s Etc. from October 1999 and Funco, Inc. from
June 2000, the respective dates of acquisition.

12. SEGMENT INFO R M AT I O N
The Company operates under two strategic groups that
offer different products. These groups have been aggregated
into two reportable operating segments: bookstores and
video-game and entertainment-software stores.

B o o ksto re s

The accounting policies of the segments are the same as
those described in the summary of significant accounting
policies. Segment operating profit includes corporate
expenses in each operating segment. Barnes & Noble
evaluates the performance of its segments and allocates
resources to them based on operating profit.

This segment includes 591 bookstores under the Barnes
& Noble Booksellers, Bookstop and Bookstar names
which generally offer a comprehensive title base, a café,
a children’s section, a music department, a magazine
section and a calendar of ongoing events, including author

Summarized financial information concerning the Company’s reportable segments is presented below:
Sales
Fiscal Year
Bookstores
Video Game & Entertainment Software stores
Total

Depreciation and Amortization

2001

2000

1999

$ 3,748,992
1 ,1 2 1,398

3,618,240
7 57,564

3,262,295
223 ,74 8

$ 4,870,390

4,375,804

3,486,043

Operating Profit
Fiscal Year
Bookstores *

$

Operating margin

Video Game & Entertainment Software stores
Operating margin

Total

$

2001

2000

1999

$

1 1 7,529
30,297

1 22,563
22,1 97

108,691
3 , 61 3

$

147,826

144,760

1 1 2,304

Equity Investment in Barnes & Noble.com

2001

2000

1999

2 1 1,700

1 2 7, 8 1 2

2 1 6 ,678

5.65%

3.53%

6.64%

34,087

6 , 0 14

15,432

3.04%

0.79%

6.90%

24 5 ,78 7

133,826

23 2 ,1 1 0

$

$

2001

2000

1999

48,217

136,595

24 0 , 5 3 1

--

--

--

48,217

136,595

24 0 , 5 3 1

* Fiscal 2001 operating profit is net of legal settlement expense of $4,500. Fiscal 2001 operating profit excluding the legal settlement
expense would have been $216,200. Fiscal 2000 operating profit is net of a non-cash impairment charge of $106,833. Fiscal 2000
operating profit excluding the non-cash impairment charge would have been $234,645.
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Capital Expenditures
Fiscal Year
Bookstores
Video Game & Entertainment Software stores
Total

c o n t i n u e d

Total Assets

2001

2000

1999

2001

2000

1999

$

14 8 , 371
2 0,462

1 0 9,1 61
2 5,1 3 1

142,005
4,289

$ 2,026,1 23
5 8 7,433

2,049,639
5 07,837

2 , 076 ,7 9 5
336,996

$

1 6 8,833

1 3 4,292

146,294

$ 2 , 61 3,556

2 ,5 57,476

2 , 41 3,7 9 1

A reconciliation of operating profit from reportable segments to earnings before income taxes and cumulative effect of
a change in accounting principle in the consolidated financial statements is as follows:
Fiscal Year
Reportable segments operating profit
Interest, net
Equity in net loss of Barnes & Noble.com
Gain on formation of Barnes & Noble.com
Other income (expense)
Consolidated earnings (loss) before income taxes and
cumulative effect of a change in accounting principle

2001

2000

1999

$

24 5 ,78 7
( 36,334 )
( 88,378 )
-( 1 1,730 )

133,826
( 53, 5 41 )
( 103,936 )
-(9,346 )

23 2,1 1 0
( 23 ,76 5 )
( 42,047 )
2 5,000
2 7,337

$

109,345

( 32,997 )

21 8,635

13. COMPREHENSIVE EARNINGS (LO S S )
Comprehensive earnings are net earnings, plus certain other items that are recorded directly to shareholders’ equity.
The only such items currently applicable to the Company are the unrealized losses on available-for-sale securities and
derivative instruments, as follows:
Fiscal Year
Net earnings (loss)
Other comprehensive loss:
Unrealized loss on available-for-sale securities (net of deferred
tax benefit of $5,437, $3,317 and $839, respectively)
Less: reclassification adjustment, net o f
deferred income tax expense of $395

$

2001

2000

63,967

(51,966 )

( 7,665 )

( 4 , 676 )

556
( 7,1 0 9)

Unrealized loss on derivative instrument
(net of deferred tax benefit of $936)
Total comprehensive earnings (loss)

( 1,320 )
$

55,538

-( 4 , 676 )

-( 56,642 )

1999
124,498

( 1 ,1 9 8 )
-( 1 ,1 9 8 )

-123,300
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14. SHAREHOLDERS’ EQ U I TY

16. STOCK OPTION PLANS

In fiscal 1999, the Board of Directors authorized a
common stock repurchase program for the purchase
of up to $250,000 of the Company’s common shares.
As of February 2, 2002, the Company has repurchased
5,504,700 shares at a cost of approximately $117,377
under this program. The repurchased shares are held
in treasury.

The Company currently has two incentive plans under
which stock options have been or may be granted to
officers, directors and key employees of the Company,
the 1991 Employee Incentive Plan (the 1991 Plan) and
the 1996 Incentive Plan (the 1996 Plan). The options
to purchase common shares generally are issued at
fair market value on the date of the grant, begin
vesting after one year in 33-1/3 percent or 25 percent
increments per year, expire 10 years from issuance and
are conditioned upon continual employment during the
vesting period.

Each share of the Company’s Common Stock also entitles
the holder to the right (the Right) to purchase one fourhundredth of a share of the Company’s Series H Preferred
Stock for $225. The Right is only exercisable if a person
or group acquires 15 percent or more of the Company’s
outstanding Common Stock or announces a tender offer
or exchange offer, the consummation of which would
result in such person or group owning 15 percent or
more of the Company’s outstanding Common Stock.

15. IMPAIRMENT CHARGE
During fiscal 2000, the Company recorded a non-cash
charge to operating earnings of $106,833. This charge
included approximately $69,928 of goodwill and
$32,405 of property, plant and equipment related to the
book business, primarily goodwill associated with the
purchase of B. Dalton, other mall-bookstore assets and
$6,186 of warehouse equipment. The Company’s mallbased bookstores have experienced significant declines
in sales and profitability as a result of increased competition
from book superstores and Internet book retailers. In
fiscal 2000, B. Dalton comparable store sales declined
(1.7%) compared with an increase in comparable store
sales of 0.1% in fiscal 1999. As a result, the anticipated
future cash flows from certain stores were no longer
sufficient to recover the carrying value of the underlying
assets. Also, included in this charge were other charges
of $4,500 related to the write-off of certain investments
which had continuing adverse financial results. The
estimated fair value of the assets was based on
anticipated future cash flows discounted at a rate
commensurate with the risk involved.

The 1996 Plan and the 1991 Plan allow the Company
to grant options to purchase up to 11,000,000 and
4,732,704 shares of common stock, respectively. No
more grants may be made under the 1991 Plan.
In addition to the two incentive plans, the Company
has granted stock options to certain key executives
and directors. The vesting terms and contractual lives of
these grants are similar to that of the incentive plans.
In accordance with the Statement of Financial
Accounting Standards No. 123, “Accounting for StockBased Compensation” (SFAS 123), the Company
discloses the pro forma impact of re c o rd i n g
compensation expense utilizing the Black-Scholes
model. The Black-Scholes option valuation model was
developed for use in estimating the fair value of traded
options which have no vesting restrictions and are fully
transferable. In addition, option valuation models
require the input of highly subjective assumptions
including the expected stock price volatility. Because
the Company’s stock options have characteristics
significantly different from those of traded options, and
because changes in the subjective input assumptions
can materially affect the fair value estimate, in
management’s opinion, the Black-Scholes model does
not necessarily provide a reliable measure of the fair
value of its stock options.
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Had compensation cost for the Company’s stock option
grants been determined based on the fair value of the
stock at the grant dates, the Company’s net earnings
and diluted earnings per share for fiscal 2001, 2000
and 1999, would have been reduced by approximately
$9,521 or $0.12 per share, $8,529 or $0.13 per share,
and $6,298 or $0.09 per share, respectively.
Because the application of the pro forma disclosure
provision of SFAS 123 are required only to be applied
to grants of options made by the Company during fiscal
1995 and after, the above pro forma amounts may not
be representative of the effects of applying SFAS 123 to
future years.
The weighted-average fair value of the options granted
during fiscal 2001, 2000 and 1999 were estimated at
$10.13, $7.86 and $10.00, respectively, using the BlackScholes option-pricing model with the following
assumptions: volatility of 35 percent, risk-free interest
rate of 4.86 percent in fiscal 2001, 6.50 percent in fiscal
2000, and 5.90 percent in fiscal 1999, and an expected
life of six years.
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A summary of the status of the Company’s stock
options is presented below:

(Thousands of shares)

Shares

Weighted-Average
Exercise Price

Balance, January 30, 1999
Granted
Exercised
Forfeited

1 0,278
2 ,14 8
( 795 )
( 488 )

$

Balance, January 29, 2000
Granted
Exercised
Forfeited

1 1 ,14 3
2,675
( 995 )
( 807 )

1 7.27
1 7.04
1 3.64
22.76

Balance, February 3, 2001

12,016

1 7.15

Granted
Exercised
Forfeited

2,204
( 2 ,1 6 3 )
( 362 )

1 8.24
2 1. 8 1
23.76

Balance, February 2, 2002

1 1,695

$

1 6 .22
22 . 3 1
1 1.39
26.91

1 8.04

The following table summarizes information as of February 2, 2002 concerning outstanding and exercisable options:
Options Outstanding

Options Exercisable

Number
Outstanding
(000s)

WeightedAverage
Remaining
Contractual Life

$ 3.21 - $ 3.77
$ 10.00 - $ 16.75
$ 17.13 - $ 24.25
$ 26.50 - $ 34.75

339
5,829
4,355
1 ,1 7 2

1 .40
3.55
7.95
6.60

$
$
$
$

3.59
1 3.42
2 1.95
3 0 .74

339
4, 3 1 9
1,405
626

$
$
$
$

3.59
1 2.26
20.37
32.1 0

$

11,695

5.43

$

1 8.04

6,689

$

15.38

Range of Exercise Prices

3.21 - $ 34.75

WeightedAverage
Exercise
Price

Number
Exercisable
(000s)

WeightedAverage
Exercise
Price
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1 7. LEAS E S

18. LEGAL PROCEEDINGS

The Company leases retail stores, warehouse facilities,
office space and equipment. Substantially all of the
retail stores are leased under noncancelable agreements
which expire at various dates through 2036 with
various renewal options for additional periods. The
agreements, which have been classified as operating
leases, generally provide for both minimum and
percentage rentals and require the Company to pay
all insurance, taxes and other maintenance costs.
Percentage rentals are based on sales performance in
excess of specified minimums at various stores.

In March 1998, the American Booksellers Association
(ABA) and 26 independent bookstores filed a lawsuit in
the United States District Court for the Northern
District of California against the Company and Borders
Group, Inc. (Borders) alleging violations of the
Robinson-Patman Act, the California Unfair Trade
Practice Act and the California Unfair Competition
Law. On March 20, 2001, the court granted the
Company summary judgment dismissing all claims for
damages under federal and state law. On April 19,
2001, the parties settled the litigation of all other
remaining claims.

Rental expense under operating leases are as follows:

Fiscal Year
Minimum rentals
Percentage rentals

2001

2000

1999

$

358,522
14,274

338,922
1 0,782

2 9 1,964
7,502

$

372,796

349,704

299,466

Future minimum annual rentals, excluding percentage
rentals, required under leases that had initial,
noncancelable lease terms greater than one year, as of
February 2, 2002 are:
Fiscal Year
2002
2003
2004
2005
2006
After 2006

$

342,71 6
3 1 6,448
292,527
2 7 2,457
2 5 5,1 73
1 ,367,558

$

2,846,879

Under the terms of the Settlement Agreement, (1) the
Company and Borders will each pay $2,350 to the ABA
as partial reimbursement for its legal fees, and (2) the
plaintiffs have released all claims against the Company
up to the date of the settlement relating to matters
asserted in the litigation, and have agreed not to sue the
Company for three years over any practices that were
the subject of the litigation. The Settlement Agreement
does not impose any restrictions on the Company’s
business practices.
In August 1998, The Intimate Bookshop, Inc. and its
owner, Wallace Kuralt, filed a lawsuit in the United
States District Court for the Southern District of New
York against the Company, Borders, Amazon.com,
Inc., certain publishers and others alleging violation of
the Robinson-Patman Act and other federal law, New
York statutes governing trade practices and common
law. The complaint sought certification of a class
consisting of all retail booksellers in the United States,
whether or not currently in business, which were in
business and were members of the ABA at any time
during the four-year period preceding the filing of the
complaint. The complaint alleged that the named
plaintiffs have suffered damages of approximately
$11,250 or more and requested treble damages on
behalf of the named plaintiffs and each of the
purported class members, as well as injunctive and
declaratory relief (including an injunction requiring
the closure of all of defendants’ stores within 10 miles
of any location where plaintiff either has or had a
retail bookstore during the four years preceding the
filing of the complaint, and prohibiting the opening by
defendants of any bookstore in such areas for the next
10 years), disgorgement of alleged discriminatory
discounts, rebates, deductions and payments, punitive
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damages, interest, costs, attorneys fees and other
relief. The plaintiffs subsequently amended their
complaint to allege eight causes of action on behalf of
The Intimate Bookshop and Wallace Kuralt, accusing
the Company and the other defendants of: (1) violating
Section 2(f) of the Robinson-Patman Act; (2) violating
Section 2(c) of the Robinson-Patman Act; (3) violating
Section 13(a) of the Clayton Act; (4) inducing every
publisher in the United States to breach contracts
with plaintiffs; (5) interfering with the plaintiff’s
advantageous business relationships; (6) engaging in
unfair competition; (7) violating Sections 349 and 350
of the New York General Business Law; and (8) being
unjustly enriched. The class action allegations have
been withdrawn and the plaintiffs voluntarily
dismissed defendants Harper Collins Publishers, Inc.
and Amazon.com, Inc. from the case.
On April 13, 1999, the Company and the other
defendants filed a motion to dismiss the second through
eighth causes of action in their entireties and for a more
definite statement of the remaining allegations of the
first cause of action. As a result, the plaintiffs’ third
through eighth causes of action were dismissed with
prejudice, as were all claims asserted by Wallace Kuralt
in his individual capacity. Pursuant to the court’s order,
plaintiff The Intimate Bookshop, Inc. filed a second
amended complaint on March 13, 2000. The Company
served an answer on April 5, 2000 denying the material
allegations of the complaint and asserting various
affirmative defenses. On January 11, 2002, the Company
and the other defendants filed a motion for summary
judgment. A hearing on that motion was held on March
22, 2002. The Company intends to continue to
vigorously defend this action.
On November 3, 2000, plaintiffs Lucky, Inc. and
Bookmark It, LLC, operators of an independent
bookstore in Great Falls, Montana, filed an action
against the Company, Borders, certain book publishers
and others in the United States District Court for the
District of Montana. Plaintiffs filed an amended
complaint on November 14, 2000. In their amended
complaint, plaintiffs purported to assert claims on
behalf of all persons or entities who as part of their
business purchase or sell books. Plaintiffs alleged that
the Company entered into agreements with book
publishers and distributors pursuant to which the
Company received discounts and other benefits that
were not available to plaintiffs. Plaintiffs alleged that

S TAT E M E N T S
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such agreements were in violation of the RobinsonPatman Act and the Montana Unfair Trade Practices
and Consumer Protection Act. This action was settled
in August 2001.
In addition to the above actions, various claims and
lawsuits arising in the normal course of business are
pending against the Company. The subject matter of
these proceedings primarily includes commerc i a l
disputes, personal injury claims and employment issues.
The results of these proceedings are not expected to
have a material adverse effect on the Company’s
consolidated financial position or results of operations.

19. CERTAIN RELAT I O N S H I PS AND RELAT E D
T R A N SACTIONS
The Company believes that the transactions and
agreements discussed below (including renewals of any
existing agreements) between the Company and its
affiliates are at least as favorable to the Company as
could be obtained from unaffiliated parties. The Board
of Directors and the Audit Committee must approve in
advance any proposed transaction or agreement with
affiliates and will utilize procedures in evaluating the
terms and provisions of such proposed transaction or
agreement as are appropriate in light of the fiduciary
duties of directors under Delaware law.
The Company leases space for its executive offices in
properties in which Leonard Riggio, Chairman of the
Board and principal stockholder of Barnes & Noble,
has a minority interest. The space was rented at an
aggregate annual rent including real estate taxes of
approximately $3,966, $3,378 and $2,879 in fiscal
years 2001, 2000 and 1999, respectively. Rent per
square foot is approximately $28.00, which is below
market.
The Company leases a 75,000-square-foot office/
warehouse from a partnership in which Leonard Riggio
has a 50 percent interest, pursuant to a lease expiring
in 2023. Pursuant to such lease, the Company paid
$490, $648 and $573 in fiscal years 2001, 2000 and
1999, respectively.
The Company leases retail space in a building in which
Barnes & Noble College Bookstores, Inc. (B&N
College), a company owned by Leonard Riggio,
subleases space for its executive offices from the
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Company. Occupancy costs allocated by the Company
to B&N College for this space totaled $748, $709 and
$686 for fiscal years 2001, 2000 and 1999, respectively.
The amount paid by B&N College to the Company
approximates the cost per square foot paid by the
Company to its unaffiliated third-party landlord.
The Company subleases warehouse space from Barnes
& Noble.com in Reno, Nevada. The Company paid
Barnes & Noble.com $1,838 and $1,401 for such
subleased space during fiscal 2001 and 2000,
respectively. Additionally, in January 2001, the
Company purchased $6,186 of warehouse equipment
(valued at original cost) from Barnes & Noble.com’s
Reno warehouse. Barnes & Noble.com recently
determined it could not effectively utilize the full
capacity of the Reno, Nevada distribution center. As a
result, Barnes & Noble.com’s Board of Directors
approved the transfer of the Reno warehouse lease and
the sale of inventory located in Reno to the Company.
The Company purchased the inventory from Barnes &
Noble.com at cost for approximately $10,000. In
addition, the Company intends to spend approximately
$2,000 to refurbish the facility. The Company’s Board
of Directors also approved the Company’s assumption
of the lease, which expires in 2010, and the hiring of all
of the employees at the Reno facility. The Company
intends to use the Reno facility to facilitate distribution
to its current and future West Coast stores. In
connection with the transition, Barnes & Noble.com
will pay rent for the Reno facility through December
31, 2002 of $1,600. The Reno lease assignment and the
transfer of the Reno facility to the Company is expected
to be completed during the first half of 2002.
The Company subleases to Barnes & Noble.com
approximately one-third of a 300,000-square-foot
warehouse facility located in New Jersey. The Company
has received from Barnes & Noble.com $479, $489
and $473 for such subleased space during fiscal 2001,
2000 and 1999, respectively. The amount paid by
Barnes & Noble.com to the Company approximates
the cost per square foot paid by the Company as a
tenant pursuant to the lease of the space from an
unaffiliated third party.
The Company has entered into an agreement (the
Supply Agreement) with Barnes & Noble.com whereby
the Company charges Barnes & Noble.com the costs
associated with such purchases plus incremental
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overhead incurred by the Company in connection with
providing such inventory. The Supply Agreement is
subject to certain termination provisions. Barnes &
Noble.com purchased $119,290, $110,462 and
$74,682 of merchandise from the Company during
fiscal 2001, 2000 and 1999, respectively, and Barnes &
Noble.com expects to source purchases through the
Company in the future.
The Company has entered into agreements whereby
Barnes & Noble.com receives various services from the
Company, including, among others, services for payroll
processing, benefits administration, insurance (property
and casualty, medical, dental and life), tax, traffic,
fulfillment and telecommunications. In accordance with
the terms of such agreements the Company has
received, and expects to continue to receive, fees in an
amount equal to the direct costs plus incremental
expenses associated with providing such services. The
Company received $5,465, $1,699 and $2,037 for such
s e rvices during fiscal 2001, 2000 and 1999,
respectively.
The aggregate receivable from Barnes & Noble.com in
connection with the agreements described above was
$47,204 and $17,987 as of February 2, 2002 and
February 3, 2001, respectively.
The Company and Barnes & Noble.com commenced a
marketing program in November 2000, whereby a
customer purchases a “Readers’ Advantage™ card” for
an annual membership fee of $25.00 which is nonrefundable after the first 30 days of the membership
term. With this card, customers can receive discounts of
10 percent on all Company purchases and 5 percent on
all Barnes & Noble.com purchases. The Company and
Barnes & Noble.com have agreed to share the expenses,
net of revenue from the sale of the cards, related to this
program in proportion to the discounts customers
receive on purchases with each company.
Barnes & Noble.com, through its fulfillment centers,
ships various customer orders for the Company to its
retail stores as well as to the Company’s customers’
homes. Barnes & Noble.com charges the Company the
costs associated with such shipments plus any
incremental overhead incurred by Barnes & Noble.com
to process these orders. The Company paid Barnes &
Noble.com $1,030 and $222 for shipping and handling
during fiscal 2001 and 2000, respectively. In addition,
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during fiscal 2001, the Company and Barnes &
Noble.com reached an agreement whereby the Company
pays a commission on all items ordered by customers at
the Company’s stores and shipped directly to customers’
homes by Barnes & Noble.com. Commissions paid for
these sales were $359 during fiscal 2001.
The Company paid B&N College certain operating costs
B&N College incurred on the Company’s behalf. These
charges are included in the accompanying consolidated
statements of operations and approximated $188, $264
and $193 for fiscal 2001, 2000 and 1999, respectively.
B&N College purchased $41,452, $17,198 and $16,125
of merchandise from the Company during fiscal 2001,
2000 and 1999, respectively. The Company charged B&N
College $1,517, $1,331 and $1,042 for fiscal years 2001,
2000 and 1999, respectively, for capital expenditures,
business insurance and other operating costs incurred on
its behalf.
The Company uses a jet aircraft owned by B&N College
and pays for the costs and expenses of operating the
aircraft based upon the Company’s usage. Such costs,
which include fuel, insurance, personnel and other costs,
approximated $2,228, $2,401 and $2,205 during fiscal
2001, 2000 and 1999, respectively, and are included in
the accompanying consolidated statements of operations.
In fiscal 1999, the Company acquired Babbage’s Etc., one
of the nation’s largest video-game and entertainmentsoftware specialty retailers, a company majority owned by
Leonard Riggio, for $208,670. An independent Special
Committee of the Board of Directors negotiated and
approved the acquisition on behalf of the Company. The
Company made an additional payment of $9,665 in 2002
due to certain financial performance targets having been
met during fiscal year 2001.
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The Company is provided with national fre i g h t
distribution, including trucking, services by the LTA
Group, Inc. (LTA), a company in which a brother of
Leonard Riggio owns a 20 percent interest. The Company
paid LTA $17,746, $16,661 and $13,118 for such services
during fiscal years 2001, 2000 and 1999, respectively. The
Company believes the cost of freight delivered to the stores
compares favorably to the prices charged by publishers
and other third-party freight distributors.
Since 1993, the Company has used AEC One Stop Group,
Inc. (AEC) as its primary music and video supplier and to
provide a music and video database. AEC is one of the largest
wholesale distributors of music and videos in the United
States. In 1999, AEC’s parent corporation was acquired by
an investor group in which Leonard Riggio was a minority
investor. The Company paid AEC $168,114, $159,179 and
$126,241 for merchandise purchased during fiscal 2001,
2000 and 1999, respectively. Amounts payable to AEC for
merchandise purchased were $51,121 and $39,388 as of
February 2, 2002 and February 3, 2001, respectively.

20. RECENT EV E N TS
On February 19, 2002, the Company successfully completed
an initial public offering for its GameStop subsidiary, raising
$250,000 in cash for Barnes & Noble, Inc. and $98,000 in
net proceeds for GameStop. Barnes & Noble has retained an
approximate 63 percent interest in GameStop.
During the first quarter of 2002, the Board of Directors of
Barnes & Noble.com approved the transfer of the Reno
facility to the Company and the Board of Directors of the
Company approved the Company’s assumption of the Reno
lease, the purchase of inventory, and the hiring of all the
Reno employees. The Reno lease assignment and the transfer
of the operations of the Reno facility to the Company is
expected to be completed during the first half of 2002.
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21. SELECTED QUA RT E R LY FINANCIAL INFO R M ATION (UNAUDITED)
A summary of quarterly financial information for each of the last two fiscal years is as follows:
Fiscal 2001 Quarter End
On or About
Sales
Gross profit
Equity in net loss of Barnes & Noble.com (a)
Net earnings (loss) (b)
Earnings (loss) per common share
Basic
Diluted

April
2001

October
2001

$
$
$
$

1 , 0 0 9,637
2 5 9 , 0 51
( 14 , 3 15 )
(1 1,492 )

1,050,018
2 7 5,322
( 13,906 )
( 1,690 )

995,605
2 61,794
( 13,865 )
( 6,806)

$
$

( 0.18)
( 0.18)

( 0.03 )
( 0.03 )

( 0.10)
( 0.10)

Fiscal 2000 Quarter End
On or About
Sales
Gross profit
Equity in net loss of Barnes & Noble.com (a)
Net loss (c)
Loss per common share

July
2001

$
$
$
$
$

April
2000

July
2000

8 9 4,256
24 0,089
( 1 7,598)
( 4 ,144)
( 0.06 )

924,330
248,067
( 17,940)
( 8,646 )
( 0.13)

October
2000
9 51,834
2 5 8 , 8 71
( 1 8 , 9 0 1)
( 5 ,1 7 7 )
( 0.08 )

January
2002
1 , 8 15 ,1 3 0
514,1 8 5
( 46,292 )
83,955

Total Fiscal
Year 2001
4,870,390
1,310,352
( 88,378 )
63,967

1.25
1.09

0.96
0.94

January
2001

Total Fiscal
Year 2000

1,605,384
459,053
( 49,497 )
( 33,999 )
(0.52 )

4,375,804
1,206,080
( 103,936 )
( 51,966 )
(0.81 )

(a) Based on varying ownership interests as more fully discussed in Note 8 of the Notes to Consolidated Financial Statements.
(b) In the first quarter of fiscal 2001, the Company recorded $4,500 ($2,633 after taxes or $0.03 per share) to operating earnings for
legal and settlement expenses.
(c) In the fourth quarter of fiscal 2000, the Company recorded a non-cash charge of $106,833 ($92,440 after taxes or $1.44 per share)
to operating earnings as more fully discussed in Note 15 of the Notes to Consolidated Financial Statements.
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R E P O RT OF INDEPENDENT
C E RTIFIED PUBLIC AC C O U N TA N TS
The Board of Directors
Barnes & Noble, Inc.
We have audited the accompanying consolidated
balance sheets of Barnes & Noble, Inc. and subsidiaries
as of February 2, 2002 and February 3, 2001 and the
related consolidated statements of operations, changes
in shareholders’ equity and cash flows for each of the
three fiscal years in the period ended February 2, 2002.
These financial statements are the responsibility of
the Company’s management. Our responsibility is to
express an opinion on these financial statements based
on our audits.
We conducted our audits in accordance with auditing
standards generally accepted in the United States of
America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about
whether the financial statements are free of material
misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing
the accounting principles used and significant estimates
made by management, as well as evaluating the overall
financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects, the
financial position of Barnes & Noble, Inc. and its
subsidiaries as of February 2, 2002 and February 3, 2001
and the results of their operations and their cash flows for
each of the three fiscal years in the period ended February
2, 2002, in conformity with accounting principles
generally accepted in the United States of America.
As discussed in Note 1 to the Consolidated Financial
Statements, effective January 31, 1999, the Company
changed its method of accounting for pre-opening
expenses.
New York, New York
March 21, 2002

BDO Seidman, LLP
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SHAREHOLDER INFO R M AT I O N
BARNES & NOBLE, INC. BOARD OF DIRECTO R S

BARNES & NOBLE, INC. EX ECUTIVE OFFICERS

Leonard Riggio
Founder and Chairman
Barnes & Noble, Inc.

Leonard Riggio
Founder and Chairman

Stephen Riggio
Vice Chairman and Chief Executive Officer
Barnes & Noble, Inc.
Matthew A. Berdon
Chairman of the New York Division
Urbach, Kahn & Werlin
Michael J. Del Giudice
Senior Managing Director
Millennium Credit Markets LLC
William Dillard, II
Chief Executive Officer
Dillard’s, Inc.
Irene R. Miller
Former Vice Chairman and Chief Financial Officer
Barnes & Noble, Inc.
Margaret T. Monaco
Chief Operating Officer
Merrill Lynch Ventures, LLC and KECALP Inc.
Michael N. Rosen
Chairman, Robinson Silverman Pearce Aronsohn &
Berman LLP
William Sheluck, Jr.
Retired President and Chief Executive Officer
Nationar

Stephen Riggio
Vice Chairman and Chief Executive Officer
Mitchell S. Klipper
Chief Operating Officer
J. Alan Kahn
President of Barnes & Noble Publishing Group
Maureen O’Connell
Chief Financial Officer
Michael P. Berry
President of Barnes & Noble Booksellers
Mary Ellen Keating
Senior Vice President of Corporate Communications
and Public Affairs
David S. Deason
Vice President of Barnes & Noble Development
Joseph Giamelli
Vice President and Chief Information Officer
William F. Duffy
Executive Vice President of Distribution and Logistics
Michael N. Rosen
Secretary
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PRICE RANGE OF COMMON STO C K

C O R P O R ATE INFO R M AT I O N

The Company’s common stock is traded on the New
York Stock Exchange (NYSE) under the symbol BKS.
The following table sets forth, for the quarterly periods
indicated, the high and low sales prices of the common
stock on the NYSE Composite Tape.

Barnes & Noble, Inc.
122 Fifth Avenue
New York, New York 10011
(212) 633-3300

Fiscal Year

New York Stock Exchange, Symbol: BKS

C o r p o rate Headquarte r s :

Common Sto c k :

First Quarter
Second Quarter
Third Quarter
Fourth Quarter

2001

$
$
$
$

2000

High

Low

High

Low

3 3. 61
41.20
43.99
3 8.40

23.40
30.40
32.84
23.30

24.06
23.88
2 1.44
29.94

16. 3 1
16.44
16.44
1 7.38

As of March 29, 2002, there were 67,289,009 shares of
common stock outstanding held by 1,986 shareholders
of record. No dividends have been paid on the common
stock since the initial public offering date and dividend
payments are currently restricted by the Company’s
revolving credit agreement.

Tra n sfer Agent and Re g i st ra r :
The Bank of New York
Shareholder Relations Department
P.O. Box 11258
Church Street Station
New York, New York 10286
Shareholder Inquiries: (800) 524-4458
E-mail address: shareowner-svcs@bankofny.com

Counsel:
Robinson Silverman Pearce Aronsohn & Berman LLP
New York, New York

Independent Public Ac c o u n t a n t s :
BDO Seidman, LLP, New York, New York

Annual Meet i n g :
The Annual Meeting of the Shareholders will be held
at 10:00 a.m. on Tuesday, June 4, 2002 at the Hilton
New York, 1335 Avenue of the Americas, New York,
New York.

S h a reholder Serv i c e s :
Inquiries from our shareholders and potential investors
are always welcome.
General financial information can be obtained via the
Internet by visiting the Company’s Corporate Web site:
www.barnesandnobleinc.com/financials
Up-to-the-minute news about Barnes & Noble, requests
for Annual Reports, Form 10-K and 10-Q documents
and other financial information can be obtained tollfree by calling 1-888-BKS-NEWS.

All other inquiries should be dire c ted to :
Investor Relations Department, Barnes & Noble, Inc.
122 Fifth Avenue, New York, New York 10011
Phone: (212) 633-3489 Fax: (212) 675-0413

Barnes & Noble, Inc

■

1 22 Fifth

Avenue

■

New York , NY 10011

2001 BESTSELLERS
TOP 10 HARDCOVER FICT I O N
H a rry Pot ter and the Goblet of Fire J.K. Rowling, Scholastic (313,536)
Skipping Christ m as John Grisham, Doubleday (249,207)
A Pa i n ted House John Grisham, Doubleday (215,347)
H a rry Pot ter and the Prisoner of Azka b a n J.K. Rowling, Scholastic (204,565)
H a rry Pot ter and the Sorc e rer’s Sto n e J.K. Rowling, Scholastic (151,877)
The Corre c t i o n s Jonathan Franzen, Farrar, Straus & Giroux (149,804)
H a rry Pot ter and the Chamber of Secrets J.K. Rowling, Scholastic (117,933)
S u zanne’s Diary for Nicholas James Patterson, Little, Brown (105,176)
The Boneset ter’s Daughte r Amy Tan, Putnam (104,366)
D re a m c atc h e r Stephen King, Scribner (103,723)

TOP 10 HARDCOVER NON-FICT I O N
The Prayer of Jabez Bruce Wilkinson, David Kopp, Multnomah Publishers (679,580)
Who Moved My Cheese? Spencer Johnson, Kenneth Blanchard, Putnam (578,221)
John Ad a m s David McCullough, Simon & Schuster (304,246)
Body for Life Bill Phillips, Michael D’Orso, HarperCollins (268,031)
S e c rets of the Vine Bruce Wilkinson, David Kopp, Multnomah Publishers (191,103)
A Short Guide to a Happy Life Anna Quindlen, Random House (145,935)
The No Spin Zone: Confro n t ations with the Powerful and Famous in America Bill O’Reilly, Broadway Books (139,534)
Tu e s d ays with Morr i e Mitch Albom, Doubleday (133,700)
Jack: St raight From the Gut Jack Welch, John A. Byrne, Warner (130,436)
F i s h ! Stephen C. Lundin, John Christensen, Harry Paul, Hyperion (110,453)

TOP 10 PA P E R B ACK FICT I O N
Girl with a Pearl Earr i n g Tracy Chevalier, Plume (292,084)
The Hobbit J.R.R. Tolkien, Ballantine/Houghton Mifflin (289,287)
The Lord of the Rings: The Fe l l owship of the Ring J.R.R. Tolkien, Ballantine/Houghton Mifflin (275,286)
The Red Te n t Anita Diamant, St. Martin’s Press (241,541)
We We re the Mulva n ey s Joyce Carol Oates, Plume (186,033)
B r i d get Jones’s Diary Helen Fielding, Penguin (154,611)
The Lord of the Rings: The Two Towe r s J.R.R. Tolkien, Ballantine/Houghton Mifflin (142,928)
The Lord of the Rings: The Return of the King J.R.R. Tolkien, Ballantine/Houghton Mifflin (116,692)
To Kill a Mockingbird Harper Lee, Warner (116,311)

TOP 10 PA P E R B ACK NON-FICT I O N
The Four Agre e m e n t s Don Miguel Ruiz, Amber-Allen Publishing (251,456)
L i fe St rate g i e s Phillip C. McGraw, Hyperion (241,996)
Rich Dad, Poor Dad Robert T. Kiyosaki, Sharon L. Lechter, Warner (197,923)
W h at to Expect When Yo u ’ re Ex p e c t i n g Arlene Eisenberg, Heidi E. Murkoff, Sandee E. Hathaway, Workman (127,365)
Me Talk Pretty One Day David Sedaris, Little, Brown (104,035)
D r. Atkins’ New Diet Revo l u t i o n Robert C. Atkins, Avon (97,358)
A Heart b reaking Work of St aggering Genius Dave Eggers, Vintage (89,363)
The World Almanac and Book of Facts 2002 World Almanac, World Almanac Books (78,272)
The Gre ate st Generat i o n Tom Brokaw, Dell (75,417)
O rd i n a ry People, Ext ra o rd i n a ry We a l t h Ric Edelman, HarperBusiness (72,921)

2001 AWARD WINNERS
P U L I TZER PRIZE
Fiction:
The Amazing Ad ve n t u res of
K avalier & Clay
Michael Chabon
Random House
History:
Founding Brothers: The
Revo l u t i o n a ry Generat i o n
Jospeh J. Ellis
Knopf
Biography:
W.E.B. Dubois: The Fight fo r
Equality and the American
C e n t u ry, 1919-1963, Vol. 2
David Levering Lewis
Henry Holt
Poetry:
D i ffe rent Hours
Stephen Dunn
W.W. Norton
General Non-Fiction:
H i ro h i to & the Making of
Modern Japan
Herbert P. Bix
HarperCollins
Drama:
P ro of
David Auburn
Farrar, Straus & Giroux
BOOKER PRIZE
True Histo ry of the Kelly Gang
Peter Carey
Knopf
N ATIONAL BOOK AWA R D S
Fiction:
The Corre c t i o n s
Jonathan Franzen
Farrar, Straus & Giroux
Non-Fiction:
The Noonday Demon:
An At l as of Depre s s i o n
Andrew Solomon
Scribner

Young People’s Literature:
True Believe r
Virginia Euwer Wolff
Atheneum
Poetry:
Poems Seven: New and
C o m p l ete Po et ry
Alan Dugan
Seven Stories Press
E D GAR AWA R D
Best Novel:
The Bot to m s
Joe R. Lansdale
Little, Brown
HUGO AWA R D
Novel:
H a rry Pot ter and the Goblet
of Fire
J.K. Rowling
Scholastic
CA L D EC OTT MEDA L
The Three Pigs
David Wiesner
Houghton Mifflin
N EW B E R RY MEDA L
A Single Shard
Linda Sue Park
Clarion Books
NOBEL PRIZE FOR LITERAT U R E
The Enigma of Arr i va l
V.S. Naipaul
Knopf
C O R E TTA SCOTT KING AWA R D
Author:
The Land
Mildred D. Taylor
Phyllis Fogelman/Penguin
Putnam
Illustrator:
Goin’ Someplace Special
Jerry Pinkney (Illus)
Atheneum

N ATIONAL BOOK CRITICS
CIRCLE AWA R D S
Fiction:
Au ste r l i tz
W.G. Sebald
Random House
Non-Fiction:
Double Fold: Libraries and the
Assault on Pa p e r
Nicholson Baker
Random House
Criticism:
The War Against Cliché:
E s s ays and Rev i ews, 1971 - 2 0 0 0
Mark Amis
Talk Miramax
Poetry:
Saving Live s
Albert Goldbarth
Ohio State University Press
Biography:
B o swell’s Pre s u m ptuous Tas k :
The Making of the Life of
D r. Johnson
Adam Sisman
Farrar, Straus & Giroux
BARNES & NOBLE DISCOV E R
G R EAT NEW WRITERS AWA R D
Fiction:
The Death of Vishnu
Manil Suri
W.W. Norton
Non-Fiction:
G h o st Soldiers: The Fo rgot te n
Epic Sto ry of World War II’s
M o st Dra m atic Mission
Hampton Sides
Doubleday
BARNES & NOBLE MAIDEN
VOYAGE AWA R D
Science Fiction:
A rc h a n gel Proto c o l
Lyda Morehouse
Penguin Putnam/Roc

SLEEPERS 2001
April 1865
Jay Winik
HarperCollins (24,884)
B a l zac and the Little Chinese
S e a m st re s s
Dai Sijie
Knopf
(13,093)
The Botany of Desire
Michael Pollan
Random House
(14,668)
The Death of Vishnu
Manil Suri
W.W. Norton
(10,301)
N i c kel and Dimed
Barbara Ehrenreich
Henry Holt
(19,946)
Po et ry Speaks
Sourcebooks
(15,697)
R i ver Town: Two Years on
the Ya n gtze
Peter Hessler
HarperCollins
(5,815)
Sailing Alone Around the Ro o m
Billy Collins
Random House
(11,637)
Tell No One
Harlan Coben
Delacorte Press
(24,300)
Walking the Bible: A Journey
by Land Through the Five
B o o ks of Moses
Bruce S. Feiler
William Morrow
(21,743)

