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ABOUT THE COMPANY

A. Schulman, Inc. is a leading 

international supplier of high-

performance plastic compounds and

resins, which are used as a raw

material by the Company’s customers.

The Company’s principal product lines

consist of proprietary and custom-

formulated engineered plastic

compounds, color concentrates and

additives that improve the appearance

and performance of plastics in a

number of specialized applications.

End-use markets include

agriculture; appliances, electronics 

and telecommunications; automotive/

transportation; building/construction;

general film, fiber and packaging;

furniture and housewares; lawn and

garden; medical /hygiene; sports and

leisure; toys; and a variety of other

industrial and consumer products.

A. Schulman has technology

centers in North America and Europe

devoted to new product development

and color research. The Company’s

manufacturing facilities have their 

own product testing and quality

control laboratories to ensure timely

delivery of high-quality products to 

A. Schulman’s global customer base. 

Headquartered in Akron, Ohio, 

A. Schulman employs approximately

2,300 people and has 13 manufac-

turing facilities in North America,

Europe, Mexico and the Asia-Pacific

region. A. Schulman stock is quoted

through the Nasdaq National Market

System (Symbol: SHLM).

A. Schulman has a large and

growing presence in the 

international polymers marketplace. 

In recent years, the Company has

expanded production capacity at its

plants in Canada, France, Germany,

Indonesia, Italy, Mexico and the

United Kingdom. The additional

capacity is required to meet

increasing worldwide demand for

value-added and high-performance

engineered plastics.



A. Schulman, Inc.

FINANCIAL HIGHLIGHTS

NET SALES NET INCOME CAPITAL EXPENDITURES
(Dollars in Billions) (Dollars in Millions) (Dollars in Millions)
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Year Ended August 31,
2001 2000 1999

Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $975,221,000 $1,032,519,000 $985,623,000
Net income (1) (2) . . . . . . . . . . . . . . . . . . . . . . . . . . $ 12,692,000 $ 37,704,000 $ 47,789,000
Diluted earnings per share of common stock (1) (2) . . $0.43 $1.25 $1.51
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . $ 33,374,000 $ 32,452,000 $ 35,082,000
Long-term debt and other non-current liabilities . . $144,657,000 $ 123,086,000 $102,696,000
Long-term liabilities to capital . . . . . . . . . . . . . . . 31.0% 27.6% 22.4%
Stockholders’ equity . . . . . . . . . . . . . . . . . . . . . . $322,079,000 $ 323,461,000 $356,246,000
Book value per common share. . . . . . . . . . . . . . . $10.99 $10.99 $11.41
Number of stockholders . . . . . . . . . . . . . . . . . . . 763 822 971

(1) Year ended August 31, 2001 includes a charge of $4,635,000 or $.16 per share related to the cost of Akron, Ohio plant closure.
(2) Year ended August 31, 2000 includes income of $2,535,000 or $.07 per share from demutualization of an 

insurance company and the settlement of an insurance claim resulting from equipment problems at a North American facility.

Cash dividends per share
1st Quarter. . . . . . . . . . . . . . . . . . . . . . . . . . . . . $.135 $.125 $.115
2nd Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . .135 .135 .125
3rd Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . .135 .135 .125
4th Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . .135 .135 .125

$.540 $.530 $.490

Common stock price range High — Low High — Low High — Low
1st Quarter. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.63 — 8.94 19.00 — 14.44 23.00 — 13.44
2nd Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.00 — 9.25 16.88 — 12.19 22.75 — 16.25
3rd Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.20 — 10.55 14.38 — 11.13 18.00 — 13.00
4th Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.43 — 11.45 13.13 — 10.63 20.25 — 16.06
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TO OUR STOCKHOLDERS:

Sales for the year ended August 31, 2001 were 
$975.2 million, off $57.3 million or 5.5% from sales of
$1.03 billion for fiscal 2000. The adverse translation
effect of foreign currencies, primarily the Euro, reduced
sales by $51.6 million or 5%. Tonnage declined 2.8% for
the year, but improved pricing and product mix
increased sales by 2.3%.

For fiscal 2001, earnings before the recognition of
costs for closing our Akron, Ohio manufacturing facility
were $17,327,000 or $.59 per common share. After
deducting $4,635,000 or $.16 per share for costs relating
to the closing of the Akron facility, net income was
$12,692,000 or $.43 per share.

Net income for the fiscal year ended August 31, 2000
was $37,704,000 or $1.25 per share. These earnings
included $2,535,000 or $.07 per share from the demu-
tualization of an insurance company and the settlement
of an insurance claim resulting from equipment problems
at a North American facility.

Basic and diluted per share earnings are the same
for all reported periods.

The translation effect of currencies had an adverse
effect on fiscal 2001 earnings. Net income was reduced
by $2,483,000 or $.08 per share for the fiscal year.

For the 2001 fiscal year, gross profit margins
declined to 13.7% from 16.2% last year. Margins were off
in Europe and North America due to competitive price
pressures. Worldwide plant utilization of 86% was off
slightly from last year.

The effective income tax rate for the fiscal year was
56% compared with the expected rate of 35%. The
higher rate was due to the $4,635,000 provision for the
closing of the Akron plant and losses in the United States.
No tax benefits have been recognized on the losses.

Fourth-Quarter Results
Sales for our fiscal fourth quarter ended August 31, 2001
were $227.1 million, down 3.5% from sales of $235.5
million in the same quarter last year. Tonnage was down
1.1% and the translation effect of foreign currencies,
mainly the Euro, reduced sales by 2% or $4.8 million.
Net income was $5,511,000 or $.19 per common share
compared with $6,676,000 or $.23 per share for the
fourth quarter last year. Fourth-quarter net income was
reduced by $401,000 or $.01 per share due to the
adverse effect of currency translation. 

The major reasons for the decline in fourth-quarter
earnings were lower sales and a decline in gross 
profit margins.

European sales for the quarter were $129.8 million,
down 4.1% from sales of $135.4 million in the fourth
quarter last year. Operating income was $14,262,000, off
slightly from the same quarter last year. Tonnage was up
7.1% and gross profit margins improved to 16.8% com-
pared with 16.2% for the same period last year. Due to

the traditional summer holiday period in Europe, plant
utilization was only 84%, the same as last year’s fourth
quarter. 

North American sales for the quarter were $97.3
million, a decline of 2.7% from last year’s fourth quarter.
Operating income was $736,000 compared with
$3,572,000 in the same quarter last year. Plant utilization
was approximately 81% compared with 86% last year
and gross profit margins declined to 11.9% mainly due to
the lower utilization rates.

Capital Investments
Capital expenditures for fiscal 2001 were $33.4 million. 
A new line in our Mexican facility began operation in our
third fiscal quarter. This line, with an annual capacity of
22 million pounds, will produce engineered compounds
for our automotive business.

We are also adding two manufacturing lines for color
concentrates at our facility in Mexico. The new lines will
have an annual capacity of 5 million pounds. Production
will commence in December 2002. This investment will
cost $3.5 million and provide 40,000 square feet of
additional production space. This expansion is consistent
with our strategy of adding capacity and capabilities
where demand dictates. The Mexican plastics industry 
is growing due to increased demand for film, packaging
and consumer goods.

In addition, we are expanding our German plant 
and adding warehouse space. This project also includes
two new manufacturing lines for the production of
engineered compounds. These lines, which will com-
mence operation in the first half of fiscal 2002, will have
an annual capacity of approximately 33 million pounds.
We are also adding a manufacturing line to our Givet,
France facility and to our Sunprene operation, our joint
venture with Mitsubishi Chemical MKV Co. These two
lines will have an annual capacity of 30 million pounds
and will commence operation in the first half of 
fiscal 2002.

Management Team
In April 2001, we announced the strengthening of our
management team with the appointment of Otto H.
Bruder as Associate General Manager of Europe. He has
been with A. Schulman since 1972. His experience and
know-how strengthen our overall capabilities in Europe.

In October 2001, we appointed Barry Rhodes as Vice
President of North American Sales. He has 17 years of
experience with A. Schulman and is a skilled manager,
who is extremely knowledgeable about our broad line of
products and manufacturing processes.

On a solemn note, we were deeply saddened when
Gordon L. Trimmer, Vice President of North American
Sales and Marketing, passed away in August 2001. All of
us will miss his experience, dedication, enthusiasm and,
most of all, his friendship.
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We have a number of
concerns over business
conditions for the months
ahead. Our immediate
concerns relate to reduc-
tions in volume for the
North American automo-
tive industry and our
customers servicing that
market. Recently, we have
noted an improvement in
the gross profit margins in
North America. Business
is presently good in our
European operations, but
there are economic signs
that conditions could
weaken in the future.

Core Strengths
Over the past few years, we have consistently focused on
building on our core strengths. In addition to having a
strong balance sheet, our core strengths include:

• Developing innovative products to address a variety of
polymer performance criteria, and bringing them to
market quickly and cost-effectively.

• Focusing on customer service, including the imple-
mentation of systems that enhance sales support and
service while making us more efficient.

• Demonstrating global leadership, through our
expansion and investments in Europe, as well as in 
our successful, state-of-the-art facility in Indonesia.

• Investing strategically in our technical and production
capabilities to enable us to drive product innovation
and market demand.

We will continue to strengthen our business by
building on these core strengths. Although recent events
have tempered our outlook and optimism, we believe
earnings should improve in fiscal 2002. Nonetheless,
under current circumstances, it’s very difficult to
accurately forecast the outlook for the near term.

Thank you for your continuing interest in 
A. Schulman.

Terry L. Haines Robert A. Stefanko
President and Chairman
Chief Executive Officer

November 5, 2001

Robert A. Stefanko and Terry L. Haines 

Share Repurchase Program
No shares were repurchased during our fourth quarter.
For the 2001 fiscal year, we repurchased 160,900
common shares for $1.8 million at an average price of
$11.44 per share. We currently have 1,732,000 shares
remaining under a 6 million share repurchase
authorization approved by our Board.

New Credit Agreement
In early October 2001, we completed a new $130 million,
four-year revolving credit agreement with an expanded
group of eight banks, including two foreign banks. 
This agreement replaces a $100 million facility that was
scheduled to expire in August 2002. The new line will
provide additional financing flexibility for working
capital, capital expenditures and other corporate
requirements. It will ensure our credit needs, especially
in this difficult and uncertain economic environment.

Dividends
Cash dividends paid on common stock were $.54 per
share for the year ended August 31, 2001. On October 3,
during our fiscal 2002 first quarter, we declared a regular
quarterly dividend of $.135 per share. This dividend
reflects our confidence and the financial strength of 
A. Schulman despite a number of economic and other
uncertainties confronting all of us at the present time.

Business Outlook
Fiscal 2001 was a challenging and difficult year. Our
outlook prior to the start of the year indicated competi-
tive price pressures, weaker demand and a lower value
for the Euro. As we progressed through the year, it
became apparent that business conditions would be
worse than anticipated. In light of these circumstances,
we closed our Akron manufacturing facility in December
2000, implemented cost reductions, rationalized certain
product lines and consolidated the manufacturing of
certain products at our facilities.

As we entered the final months of our 2001 fiscal
year, our outlook for next year indicated that conditions
would improve, but not without a number of continuing
challenges. We believed we were well positioned due to
the actions implemented during the past year. Unfor-
tunately, that outlook changed with the uncertainties
created by the tragic events of September 11 and the
subsequent actions of the United States in early October
that have created a new environment with uncertainties
not previously anticipated. We noted a sharp decline in
our North American business after September 11. In
Europe, results have been better than expected and
backlogs are strong, although we have seen a recent
weakening in Germany. We have also seen some
improvement in the value of the Euro, which would have
a positive impact on earnings.
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CONCENTRATES THAT PERFORM • A. Schulman’s thermoplastic additive and color concentrates 

improve the appearance and performance of polymers. For example, a new line of antistatic

concentrates has excellent clarity and gloss properties for food and electronic packaging applications.

In addition, the next generation of antifogging concentrates are used for high-clarity greenhouse 

films and in food packaging. In color concentrates, the Company develops custom colors and color-

matching for customers.

FILM LAMINATES FOR STYLE AND FUNCTION • A. Schulman specializes in developing film laminate

applications in which each layer of film meets specific performance criteria for strength, weather-

ability and color. Combining pigment/resin and film technology creates a highly durable, glossy,

engineered product that includes color, which eliminates the need for painting. 

INVISION – A PVC ALTERNATIVE • A. Schulman recently introduced Invision™, a lightweight, soft-to-

the-touch, environmentally friendly alternative to polyvinyl chloride. These materials are superior to

PVC in material weight, weathering, low temperature impact properties, and scratch and mar

resistance. They are easy to work with because they are thermally stable and can be injection

molded, blow molded or extruded. Primary applications include automotive interiors, and on handles,

grips and trim for tools, toys, appliances and industrial components.

ENVIRONMENTAL SOLUTIONS • A. Schulman has developed a number of compounds that are environ-

mentally friendly and address a wide variety of environmental concerns. These materials have

excellent mechanical properties similar to virgin polymers. In the agriculture industry, the Company’s

specialty films are being used to promote crop growth, for packaging, and to protect fruits and

vegetables without the need for pesticides.

PROFILES IN PRODUCT INNOVATION
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PROCESS TECHNOLOGY FOR COMPOSITE MATERIALS • Through its expertise in engineered materials,

A. Schulman develops composite materials that combine the strength of fibers with the light weight,

processability and cost effectiveness of plastic. Often jointly developed with a partner, these materials

can include fiberglass or fiber made of steel, carbon or graphite — which provide excellent strength,

stiffness and impact resistance. Typical applications include building materials, various under-the-

hood automotive components, and other situations where they can replace fabricated steel.

SPECIALTY COMPOUNDS • A. Schulman has introduced several new specialty compounds to address

electrical and/or thermal conductivity, and fire retardancy for the automotive, appliance and

electrical markets. In many cases, these lighter-weight, easier-to-use-and-manufacture plastics 

offer greater design flexibility, compared with fabricated steel parts, without compromising

performance or compliance with applicable standards. For example, a new line of more compact,

thermally conductive plastic parts is designed to protect sensitive electronic components from 

high temperatures.

THE AVALANCHE IS BUILDING • More than 100 pounds of A. Schulman engineered polymer products

are being used on the interior, exterior and molding of the Chevrolet Avalanche, a pick-up truck/SUV

hybrid built in Mexico. Vehicle applications include side cargo boxes, body side claddings, cargo

covers, and front and rear fascias. General Motors introduced the vehicle in early 2001 and full

production could reach 150,000 Avalanches per year.
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was amended to provide for the grant of 2,000 nonqualified
stock options and 500 restricted stock awards to each non-
employee director on the first business day of February of each
year. The option price is the fair market value of the common
shares on the first business day immediately preceding the date
of grant. All options become exercisable at the rate of 25% per
year, commencing on the first anniversary of the date of grant of
the option. Each option expires five years from the date of grant.
At August 31, 2001, there were 79,125 shares available for
issuance under the 1992 Plan.

The following is a summary with respect to nonqualified stock
option activity for all of the plans:

Year Ended August 31, 

2001 2000 

Weighted Weighted
Shares Average Shares Average
Under Exercise Under Exercise
Option Price Option Price 

Outstanding at beginning
of year . . . . . . . . . . . . . . . 1,646,569 $16.85 1,311,375 $20.10

Granted during the year. . . . 616,000 13.13 568,200 12.15
Cancelled during the year . . (231,269) 21.16 (233,006) 23.66

Outstanding at end of year . 2,031,300 15.20 1,646,569 16.85

Exercisable at end of year . . 749,469 17.46 588,673 19.99

The following table summarizes information about nonquali-
fied stock options outstanding at August 31, 2001:

Weighted Average

Grant Options Options Exercise Remaining
Date Outstanding Exercisable Price Life (Years)

4/97 211,900 211,900 18.50 0.7
7/98 273,675 205,256 18.91 2
7/99 365,775 182,888 18.31 3
8/00 540,700 135,175 12.13 4
8/01 600,000 — 13.17 5

All other 39,250 14,250 16.16 2.4

Under the 1991 Plan, restricted stock awards were as follows:
67,100 shares were granted on July 8, 1998, 52,800 shares were
granted on July 8, 1999, 79,000 were granted on August 30,
2000 and 85,000 were granted on August 31, 2001. The fair
market value on the date of grant in 1998 was $18.91 per share,
1999 was $18.31 per share, 2000 was $12.13 per share and in
2001 was $13.17 per share. These shares vest five years follow-
ing the date of grant so long as the holder remains employed by
the Company. Unearned compensation representing the fair
market value of the shares at the date of grant is charged to
income over the five year vesting period. Compensation expense
for restricted stock was $626,000 in 2001, $650,000 in 2000
and $648,000 in 1999.

Actuarial assumptions used in the calculation of the recorded
liability are as follows:

2001 2000

Weighted–average assumptions 
as of August 31

Discount rate  . . . . . . . . . . . . . . . . . . . . . 6.4% 6.4%
Return on pension plan assets  . . . . . . . . 8.2% 8.7%
Rate of compensation increase  . . . . . . . . 2.5% 2.4%
Projected health care cost trend rate  . . . . 10.0% 8.5%
Ultimate health care rate  . . . . . . . . . . . . 5.0% 6.0%
Year ultimate health care trend rate is

achieved  . . . . . . . . . . . . . . . . . . . . . . . 2007 2005

Assumed health care cost trend rates have a significant effect
on the amounts reported for the health care plan. A one-
percentage point change in assumed health care cost trend rates
would have the following effects at August 31, 2001:

One-Percentage- One-Percentage-
Point increase Point decrease 

Effect on total of service and 
interest cost components. . . . . . . . $ 237,000 $ (193,000) 

Effect on postretirement obligation . . $1,345,000 $(1,183,000)

The Company has agreements with two current employees
that upon retirement, or death or disability prior to retirement, it
shall make ten payments of $100,000 each to two employees or
their beneficiaries for a ten-year period and is 100% vested. The
Company has provided $66,000, $180,000 and $131,000 in
2001, 2000, and 1999 respectively to cover the current cost for
such agreements. In connection with such agreements, the
Company owns and is the beneficiary of life insurance policies
amounting to $2,000,000. The amounts provided are included in
other long-term liabilities.

Note 7 — Incentive Stock Plans
Effective in December 1991, the Company adopted the 1991

Stock Incentive Plan and authorized 1,875,000 shares for future
grants. In October 1999, the plan was amended to authorize an
additional 2,000,000 shares. The 1991 Plan provides for the
grant of incentive stock options, nonqualified stock options and
restricted stock awards. The option price of incentive stock
options is the fair market value of the common shares on the
date of grant. In the case of nonqualified stock options, the
Company intends to grant options at fair market value on the
date of grant. However, the Plan does provide that the option
price may not be less than 50% of the fair market value of the
common shares on the date of grant. Stock options may be
exercised as determined by the Company, but in no event prior
to six months following the date of grant or after the tenth
anniversary date of grant. At August 31, 2001, there were
1,576,789 shares available for issuance under the 1991 Plan.

Effective in October 1992, the Company adopted the 1992
Non-Employee Directors’ Stock Option Plan and authorized
125,000 shares for future grants. In December 2000, the plan



No expense has been charged to income relating to stock
options. If the fair value method of accounting for stock options
under SFAS 123 had been used, the after-tax expense relating to
the stock options would have been $676,000, or $.02 per share,
in 2001, $761,000, or $.03 per share, in 2000 and $617,000, or
$.02 per share, in 1999. Pro forma net income would have been
$12,016,000 in 2001, $36,943,000 in 2000 and $47,172,000 in
1999. The pro forma amounts listed above do not take into con-
sideration the pro forma compensation expense related to grants
made prior to fiscal 1997. The weighted average fair value at the
date of grant was $3.23, $4.01 and $5.53 for options granted in
2001, 2000 and 1999.

Under SFAS 123, the fair value of each option grant is esti-
mated on the date of grant using the Black-Scholes option-pricing
model. The following weighted average assumptions were used
for grants:

Year Ended August 31,

2001 2000 1999

Expected life (years) . . . . . . . . . 5 5 5
Interest rate . . . . . . . . . . . . . . . 4.5 – 4.8% 5.9 – 6.7% 4.6 – 5.9%
Volatility  . . . . . . . . . . . . . . . . . 29% 30% 26%
Dividend yield  . . . . . . . . . . . . . 2.9% 1.32% 1.33%

Note 8 — Earnings per Common Share
Basic earnings per share is computed by dividing income avail-

able to common shareholders by the weighted-average number
of common shares outstanding for the period. Diluted earnings
per share reflects the potential dilution that could occur if com-
mon stock equivalents were exercised and then shared in the
earnings of the Company.

Under both the basic and diluted earnings per share calcula-
tions, reported net income is reduced by preferred dividends of
$53,000. The weighted-average number of common shares used
is as follows:

Year Ended August 31,

2001 2000 1999 

Basic  . . . . . . . . . . . . . . . . . . . . 29,184,605 30,224,433 31,671,768
Diluted  . . . . . . . . . . . . . . . . . . 29,199,566 30,224,433 31,679,614

The difference between basic and diluted weighted-average
common shares results from the assumed exercise of outstand-
ing stock options and grants of restricted stock, calculated using
the treasury stock method.
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The following stock equivalents are not included in the diluted
earnings per share calculation because their effects are antidilutive:

Year Ended August 31,

2001 2000 1999

Stock equivalents  . . . . . . . . . . 2,316,961 1,646,569 1,465,225

Note 9 — Capital Stock and Stockholder Rights Plan
The Special Stock of 1,000,000 shares was authorized with

such preferences or special terms and for such consideration as
may be determined at the discretion of the Board of Directors.

In January 1996, the Company adopted a Shareholder Rights
Plan, and reserved 100,000 shares of Special Stock for use under
such Plan. Under this Plan, one Right shall be attached to each
share of Common Stock of the Company. Initially, the Rights are
not exercisable and automatically trade with the Common Stock.
However, 10 days after a person or group acquires 15% or more
of the Company’s Common Stock, or 10 business days after a
person or group commences a tender or exchange offer that
would result in such person or group owning 15% or more of
the outstanding shares of Common Stock of the Company (even
if no purchases actually occur), whichever is earlier, the Rights will
become exercisable.

When the Rights first become exercisable, each Right will enti-
tle the holder thereof to buy from the Company one share of
Special Stock for $85.00 (subject to adjustment thereafter). How-
ever, if any person or entity acquires 15% or more of the Com-
pany’s Common Stock, each Right not owned by a 15%-or-
more stockholder would become exercisable for a certain num-
ber of shares of Common Stock of the Company in lieu of one
share of Special Stock. The number of shares of Common Stock
would be that having at that time, a market value of two times
the then current exercise price of the Right. If the Company is
involved in a merger or other business combination with or into
another person or entity in which the Company’s Common Stock
is changed into or exchanged for common stock of such other
person or entity, or if the Company sells 50% or more of its
assets or earning power to another person or entity, at any time
after the Rights become exercisable, each Right will entitle the
holder thereof to buy such number of shares of common stock
of such other person or entity as have a market value of twice
the then current exercise price of each Right.

The Company may redeem the Rights at a price of $.01 per
Right at any time prior to the 10th business day after public
announcement of the acquisition by any person or entity of 15%
or more of the Company’s Common Stock. The Rights will expire
on January 25, 2006 unless earlier redeemed by the Company.
At no time will the Rights have any voting power.


