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CO2
On the cover: Fresh Taste. Carbon dioxide is proving to be a tastier alternative to heat pasteur-
ization when processing orange juice. Liquid carbon dioxide is added to the juice, which is then
pressurized. When the carbon dioxide is removed, independent taste tests have shown the juice
maintains its just-squeezed flavor while meeting food-safety requirements. Praxair and a major
university are developing this technology for California Day Fresh Foods, a subsidiary of North
Castle Partners, the largest U.S. fresh juice processor. This customer — and others in the fruit and
vegetable juice industry around the world—will benefit from this refreshing new technology. 

Food and Beverage processing represents a key growth market for Praxair. Beyond basic refrig-
eration gases and equipment, Praxair has developed technologies and services that give our cus-
tomers a competitive boost, whether they’re purveying soda pop or eggs, vegetables or seafood,
or chocolate chip cookies. From initial demonstrations in our Food Lab, to on-site consulting
services and food transportation, Praxair’s Food and Beverage team keeps our customers ahead
of the game all along the supply chain. 

2000 Sales by 
Business Segment

2000 Sales by 
Distribution Method

2000 Sales by 
Markets Served

North America 60%

Surface Technologies 12%

Surface Technologies 12%

Packaged Gases 
(Cylinders) 32%

Other 4%

South America 14%

Europe 10%

Other 3%

On-Site (including
Non-Cryogenic) 23% 

Merchant (Deliverable 
Liquids) 30%

Chemicals & 
Refining 18% Metal Fabrication 17%

Semiconductor
Materials 8%

Food & Beverage 8%

Healthcare 8%

Primary Metals 13%

Aerospace 4%

Other 24%

Visit Praxair online at www.praxair.com. E-mail: info@praxair.com
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The thinking:

Leverage market knowledge.

The approach:

Bring fresh ideas to what we do best.

At Praxair, we are diversifying our product,
technology and service offerings, yet sticking
with what we know— how to deliver reliability,
quality, efficiency and profits to our customers.

From food and beverages, to metal and surface
technologies, healthcare, chemicals, refining
and computer chips, Praxair is focusing the 
skill and knowledge of its 23,500 employees on 
innovative ways to help our customers grow 
and our shareholders prosper.
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Year Ended December 31, 2000 1999 1998

For the year

Reported:

Sales $5,043  $4,639 $4,833

Operating profit $   707 $   831 $   856

Income* $   363 $   441 $   425

Capital expenditures $   704 $   653 $   781

Diluted earnings per share* $  2.25 $  2.72 $  2.60

Cash flow from operations $   899 $   969 $   944

Adjusted:**

Operating profit $   866 $   831 $   885

Income $   480 $   441 $   425

Diluted earnings per share $  2.98 $  2.72 $  2.60

After-tax return on capital 12.0% 11.1% 11.1%

At year end

Debt-to-capital ratio 56% 52% 53%

FINANCIAL HIGHLIGHTS (DOLLAR AMOUNTS IN MILLIONS, EXCEPT PER SHARE DATA)
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* Income and earnings per share amounts are before the 1999 cumulative effect of an accounting change.

**Adjusted amounts exclude repositioning and special charges of $159 million pre-tax in 2000 ($117 million after tax, or $0.73 per diluted share); 

and charges of $29 million pre-tax and special tax credits in 1998 (no income or earnings per share impact). After-tax return on capital is defined 

as after-tax operating profit plus income from equity investments, divided by average capital.
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I joined Praxair in early 2000, excited about the prospect of
guiding an already successful company to a new level of 
performance. With the new century, I believed together we
could bring fresh perspectives to the business, and I looked
forward to working with a team, who by reputation and through
personal experience, I knew to be smart and innovative.
I have not been disappointed.

TO OUR SHAREHOLDERS AND EMPLOYEES

Over the past year, we have quickened the pace of decision-making, established

new investment criteria, and restructured our base business in the U.S. We 

have reallocated resources to promote growth and sustained competitive advan-

tage. We have been able to move quickly because we were willing to look beyond

our traditional business and envision what it would take to be an industrial 

company in a new economy.  

A key motivator is our frustration over Praxair’s stock

price, which ended the year down 12% from 1999. Going forward, we are commit-

ted to doing what it takes to attract a premium valuation for Praxair’s stock. 

The industry is a solid one, the opportunities are there, and Praxair has the drive

and capabilities. We have adjusted our business strategies to achieve the growth

and rates of return that we believe will attract investors.  

Our financial goals are straightforward: 1) double-digit

growth in earnings per share and cash flow from operations; 2) after-tax 

return on capital in the mid-teens; 3) substantial free cash flow; and 4) debt-to-

capital of 50%.

In 2000, the Praxair team delivered a 10% increase in

earnings per share, excluding repositioning and special charges, while exceeding

$5 billion in sales, up 9% over the previous year. After three years of after-tax

return on capital of just over 11%, Praxair generated a return of 12%. We are

proud to have the highest return on capital among our industrial gases peers,
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achieved through sound financial strategies and by reducing capital spending without

sacrificing earnings growth. Debt-to-capital at the end of the year was 56%. We have

put in place the strategies that will allow us to make further improvements in 2001.

As part of our effort to realign resources with a new business

strategy, we took repositioning and special charges in the 2000 fourth quarter of 

$159 million and $2 million of equity income. The charges cover actions to reallocate

resources away from areas less critical to achieving our goals, and to focus attention

on the best opportunities to create value for our shareholders. Actions included 

closing high-cost manufacturing facilities and streamlining support functions, result-

ing in a three-percent reduction in Praxair’s global workforce. 

Before covering our business strategy in more detail, I am

pleased to report that the Praxair team continued its improvement trend in safety

performance during 2000, reducing lost workday cases by 17%. To keep up the

momentum, teams of employees identified the best practices employed by Praxair’s

safest facilities and are sharing this information with the rest of the organization.

World-Class  Base  Business  Our business strategy essentially has two parts:

increase the rate of return on our global industrial gases business and develop a faster-

growing, less capital-intensive portfolio of services and technology offerings.

Capital discipline is the cornerstone of our strategy to expand

and optimize our strong base of industrial gases businesses around the world. One of

my first actions in early 2000 was to raise the required rates of return for capital 

projects. In addition, we are narrowing our geographic focus to those countries that

demonstrate above-average growth and where Praxair is able to earn good returns.

Praxair’s geographic portfolio has one of the highest weighted

averages of underlying economic growth rates among the major industrial gases 

companies. This reflects our leading position in North and South America and our sig-

nificant presence in southern Europe. In Asia, we have strong, established businesses 

in South Korea and Thailand, and have invested heavily in the rapidly growing markets

of India and China. But we believe we can further strengthen this portfolio; where other

Office of the Chairman (from left):
James S. Sawyer, Vice President and Chief Financial Officer 
Dennis H. Reilley, Chairman, President and Chief Executive Officer
Paul J. Bilek, Executive Vice President
Thomas W. von Krannichfeldt, Executive Vice President
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Healthcare: Beyond its
longstanding supply of
pure oxygen and bulk
storage equipment to
hospitals and other med-
ical facilities worldwide,
Praxair delivers respira-
tory therapy gases and
equipment, and a host of
on-site gas-management
services, including asset,
inventory, transaction
and distribution manage-
ment. Praxair’s home
oxygen services provide
respiratory patients with
life support, as well as
therapies to help with
sleep disorders or other
illnesses in the home
environment.
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O2
Breathe Easier. Speed and safety are vital when a patient needs oxygen.
Praxair’s innovative Grab ‘n Go™ portable medical oxygen system is stream-
lined to eliminate extra parts and to deliver oxygen quickly, safely and 
economically. Austin Regional Medical Clinic in Austin, Texas, is just one 
of hundreds of healthcare facilities throughout the U.S. and Canada that are
using the Grab ’n Go system. And it’s just one of a full range of healthcare
products and services that Praxair offers.

regional positions do not measure up to our financial goals, we will require near-term

improvement or exit these markets.

Reviewing the business by region, our U.S. business 

achieved record sales in 2000, but experienced the beginnings of an economic slow-

down and unprecedented increases in electricity, fuel and natural gas prices. In

response, we launched an aggressive pricing program, which offset some of the energy

cost increases. In addition, we strengthened our energy-management program for 

purchased power, and are implementing new customer contract terms and conditions 

that will provide more flexibility in a period of uncertain energy prices.   

Other steps to strengthen the performance of the U.S. 

industrial gases business included the formation of four new regional organizations

designed to bring management closer to customers and enable better coordination 

of customer-support activities at the local level. At the same time, we eliminated

duplicate overhead and launched a Six-Sigma initiative to stimulate new and sustain-

able levels of productivity.   

Other segments of our North American industrial gases 

business in Canada and Mexico turned in a strong performance during the year.

Praxair Distribution, our North American packaged-gases business, has achieved

seven consecutive quarters of same-store sales growth. 

In South America, the strong economic recovery underway in

Brazil contributed to improved performance. Sales increased 10% and operating profit

was up 28%, excluding currency effects and a divestiture. We completed a tender offer,

initiated in December 1999, for the outstanding shares of White Martins, Praxair’s

Brazilian subsidiary. By increasing ownership from 76.6% prior to the tender offer to

98.6%, Praxair is benefiting from increased cash flow and earnings.

Praxair’s businesses in Spain and Italy had excellent operat-

ing performance during the year. Although the weak Euro affected U.S. dollar results,

net income was largely protected by currency hedges.     

<
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Our business in Asia generated double-digit sales and

operating profit growth, led by South Korea and Thailand. We continued to expand

our position in India, while restructuring certain packaged gases operations in 

order to generate higher returns. Praxair’s six wholly-owned companies and seven

joint ventures have established a leading position for Praxair in China, where we 

are focusing on new opportunities in higher-growth markets.   

In three important base-business industry segments —

metal fabrication, primary metals and chemicals and refining — we shifted from

global to regional management, allowing for more efficient allocation of resources.

Metal fabrication offers growth opportunities through welding-productivity pro-

grams. Hydrogen demand from refining customers was up substantially during 2000,

and is expected to continue at high levels as that industry responds to clean-air

requirements. For refining, chemicals and primary metals, we will focus on expand-

ing regional pipeline complexes, and will invest only very selectively in new, stand-

alone, on-site projects. Praxair operates such complexes on the Texas-Louisiana 

Gulf Coast; in northern Indiana; western Canada; Salvador, Brazil; Antwerp, Belgium;

northern Spain; and Beijing, China.

L ess  capi ta l - intensive  growth  portfo l io To augment our base busi-

ness, we are developing unconventional sources of growth — sources that leverage

our strengths, but also take full advantage of our considerable intellectual capital —

as a means to develop new revenue streams. Today, aside from Praxair Surface

Technologies, services and technology-licensing account for about 3% of sales. 

By the end of 2004, we expect this to grow to 14% of sales. We do not underestimate

the challenge of repositioning an industrial company as a more service-oriented

business, but we are confident that we have the skill, ingenuity and knowledge to 

get the job done.   

Targeted Response. 300mm is the diameter of silicon wafers being used to produce
the next generation of integrated circuits. Praxair Surface Technologies supplies the
high-purity sputtering targets that deposit thin films onto these wafers. Produced in
a variety of materials including tantalum, copper, titanium and aluminum alloys,
these targets are highly-engineered to achieve uniform properties across the surface
of each and every wafer. Praxair Surface Technologies’ targets meet the exacting
needs of its world-class semiconductor customers and equipment manufacturers.

300mm >



Praxair Surface
Technologies develops
high-performance 
coatings and allied tech-
nologies that provide
resistance to wear, high
temperatures, corrosion
and fatigue for metal
parts. More recently it
has diversified into 
materials that answer
the needs of the rapidly
evolving electronics
industry, adding to the
already considerable
portfolio of products 
and services offered by
Praxair Semiconductor
Materials.

9



10

Praxair Metals
Technologies was
formed in 2000 to 
develop and commer-
cialize technologies 
and services to the
global metals industry.
The organization may
be new, but Praxair has
been bringing innova-
tion to the metals 
industry for most of its
90-year history. Praxair’s
argon-oxygen-decarbur-
ization technology, for
example, is used by 
the majority of the
world’s stainless steel
producers. Oxy-fuel
combustion, post-com-
bustion, hot-oxygen-
injection, slag splashing
and tundish inerting
technologies are just a
few more examples.
Praxair holds more than
275 patents for steel-
making technologies.
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We are focusing this effort on five global segments: metals

technologies, food and beverage, healthcare, surface technologies and semiconduc-

tor materials. Together, we expect these segments to grow at or above 15% per year. 

As a company with a rich technology heritage, it was 

natural for us to start with technology licensing. We created a new organization,

Praxair Metals Technologies, and already have had success with our patented

CoJet™ oxygen-injection technology. This system brings significant cost-reduction,

efficiency and environmental benefits to steel producers. In the electric-arc furnace

market, we have 33 licensees in nine countries. During 2001, the technology is 

being commercialized in the integrated mills segment, where the potential value to

customers is in the billions of dollars. We also see future application of CoJet tech-

nology in the production of stainless steel and other metals. 

But our licensing programs are not limited to metals. 

With the increasing demand for higher food quality and greater food safety, the food

and beverage market also offers licensing potential. For example, an alternative to

heat pasteurization is a technology based on carbon dioxide that preserves the flavor 

of fruit and vegetable juices while meeting food-safety requirements. Working with

a major university, we plan to bring this technology to market in 2001. The technol-

ogy ultimately may be applicable to a wide range of liquid food products. Additional

technology programs are in late-stage commercial development for egg-cooling 

and shelf-life extension of fresh foods.

The rapidly-evolving healthcare segment also is rich 

with opportunity. As hospitals and other healthcare providers seek ways to reduce 

costs, Praxair has been able to offer management services in addition to medical

gases. Several healthcare networks have engaged Praxair to coordinate site-gas

management, inventory control and procurement, for example. Another trend is the

Laser Precision. Praxair’s CoJet™ gas injection system delivers a laser-like super-
sonic jet of oxygen, traveling at twice the speed of sound, Mach 2, into the molten
steel bath of a steel furnace. Licensed for use by 33 electric arc furnace steel 
producers worldwide, CoJet technology provides cost and energy savings, as well
as safety, productivity and environmental benefits, to customers like Badische
Stahlwerke, MacSteel, Nucor and Riva. The steel melts faster, and electricity con-
sumption and emissions are reduced. In 2001, integrated mills will be able to apply
the same technology, with even greater benefits. 

Mach2<
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increase in home healthcare, driven both by the high costs of hospital care and an

aging population. Praxair already supplies 50,000 home healthcare patients, largely

outside the U.S. We will continue to expand this business internationally while 

building it up in the U.S., partially through small acquisitions. Our new Grab ’n Go™

portable oxygen system has proved to be popular with hospitals and clinics throughout

North America, and also has potential in the home healthcare market. 

The third segment targeted for growth, Praxair Surface

Technologies, already is a service operation, applying high-performance coatings on

jet engine blades, printing and textile rolls, and other metal parts. Prior to the down-

turn in aerospace markets over the last two years, the subsidiary grew more than 

15% per year. We expect to achieve similar growth in the future, in part by refocusing

the business on new and emerging markets. For example, Praxair’s thermal-spray

technology is at the heart of a new parts-production process being commercialized by

Ford Motor Company. In addition, the subsidiary has begun to provide services and

materials to the semiconductor industry, and its expertise in materials sciences is a

potential source of growth.  

Praxair Surface Technologies’ extension into the electronics

market creates synergies with other Praxair businesses. Our largest electronics-

related business is Praxair Semiconductor Materials, which is expanding its global

capabilities, particularly in Asia. Building on its leading position, Praxair China

signed a 15-year contract to supply industrial gases to three wafer-fabrication facilities

in a new hi-tech park in Shanghai. We believe this park will be one of the world’s 

leading production sites in the coming decade. During the year we also strengthened

our presence in Taiwan and signed a contract to supply a new fab in Malaysia. 

Looking ahead, Praxair is actively involved in developing the

next generation of materials for semiconductor production, including super-critical

Fresher Air is the goal of petroleum refiners that are using more hydrogen to 
produce cleaner-burning gasoline. With the highest energy content per unit of
weight of any fuel, hydrogen boosts gasoline performance and reduces harm-
ful emissions. Soon, hydrogen may be an alternate fuel all by itself. Praxair is 
supporting research designed to make that happen. 

H2 >



Chemicals & Refining:
Hydrogen is part of a
comprehensive portfolio
of bulk and specialty
gases, technologies and
services Praxair provides
refining and chemical
customers worldwide. For
example, Praxair supplies
more than 50 refineries
and petrochemical plants
from its 280 miles of
pipeline along the Texas
and Louisiana Gulf Coast.
Other Praxair pipeline
enclaves serving these
industries are located in
Ecorse, Michigan;
Edmonton, Alberta,
Canada; Salvador, Brazil;
Antwerp, Belgium; and
Beijing, China.

13
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Electronics: In addition 
to helium for fiber-optics,
Praxair’s $400-million elec-
tronics portfolio includes
semiconductor materials
and services, electronic
assembly applications, and
specialty materials being
developed by Praxair
Surface Technologies (see
page 8). One of our fastest-
growing businesses,
Praxair Semiconductor
Materials, builds and man-
ages advanced gas systems 
in Asia, Europe and North
America, helping chip 
manufacturers lower the
cost of ownership, reduce
environmental impact 
and improve productivity.
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carbon dioxide technologies and new ceramic and metals materials. Acquisitions 

emphasizing materials management and site services will complement our investments

in research and development.

In other parts of the electronics market, Praxair is the largest

industrial gases supplier to the fiber-optics industry, primarily through our global 

helium position. This business is delivering annual growth of 15% or better. The smaller

circuit-board assembly business also continues to offer good growth. 

Outside of these key growth markets, Praxair has deep 

knowledge and capabilities in process control, energy conservation, electricity purchas-

ing, logistics and distribution, fuel-cell technology and advanced ceramics and coatings.

Some of these areas may provide future growth opportunities.  

As we move into new markets with diversified offerings, we will

be taking full advantage of the new channels that e-business affords. We gained valuable

experience working with several different e-business solutions during 2000. One 

of our biggest projects was MetFabCity, launched early in the year with the aim of serving 

the U.S. metal fabrication industry. The site met its development schedule and initial 

testing was successful. However, a key criterion for continuing the project was attracting

additional investors, which we were unable to do when market conditions changed in the

second half of the year. As a result, the project was shut down in December.

Praxair will continue to examine and implement e-business and

other emerging methods of growing our business. In today’s fast-paced environment, 

we must quickly identify different and more efficient ways to serve customers and increase

market penetration. At the same time, we will be realistic and pragmatic, and will move

on if these projects do not meet our measures of success.

At the Speed of Light. 8 microns is the inside diameter of high-tech glass
fiber—about a quarter of the width of a human hair. In the global race for
greater bandwidth, Praxair is helping leading fiber-optics producers achieve
the ultimate in glass fiber purity and uniformity in order to feed our informa-
tion-hungry world with more bits, faster. In an industry growing at 40% per
year, helium is used to cool the fiber, enhancing manufacturing rates and
improving quality. Patented Praxair technology can recover up to 80% of the
helium so that it can be reused. Since helium is a non-renewable resource,
this is good for our customers as well as the planet.

<
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Fresh  commitments During 2000, Praxair achieved record sales and 

made progress toward achieving its aggressive financial goals. We have brought 

more rigorous capital discipline to our base business, while redefining more

sharply those markets that are targets for future growth. While we have embarked

on some non-traditional paths, we also are being very practical about focusing 

on those opportunities that create the greatest value for our customers and provide

near-term payback for our shareholders. We also have prepared for an uncertain

economy in 2001, taking the necessary steps to position Praxair for strong perform-

ance in a variety of scenarios.   

Before closing, I want to pay tribute to a person who, more

than any other, has personified Praxair over the past eight years. Bill Lichtenberger,

who retired as chairman at the end of November 2000, was the architect of Praxair’s

successful spinoff in 1992, and guided the company through a period of significant

transformation. With an abiding respect for the engineering culture and traditions of

Praxair’s history, he nevertheless provoked constructive change that has allowed

Praxair to thrive in a more global, more demanding, more dynamic industry. I know

from my conversations with Praxair employees, customers and members of the 

financial community that he commands a high degree of respect and friendship from

many colleagues around the world. It has been a privilege to work with Bill over 

the past year, and we wish him a long, happy and healthy retirement.

It has been an excellent year at Praxair for me and the

entire business team; 2001 promises to be even better. I look forward to the 

results of the many innovative programs we have launched in recent months. I am

confident we are building sustainable competitive advantage by turning fresh ideas

into value-added benefits for our shareholders, customers and employees.  

Dennis H. Reilley

Chairman, President & Chief Executive Officer

February 21, 2001
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INVESTOR INFORMATION

Praxair Investor Relations
Praxair, Inc.
39 Old Ridgebury Road
Danbury, CT 06810-5113
e-mail: investor_relations@praxair.com
(203) 837-2210

Investor Information at 
www.praxair.com
• Request Investor Package
• Receive Regular Investor Updates
• Stock Information
• Financial Guidance
• Annual Reports
• SEC Filings
• Press Releases
• Recent Investor Presentations
• Quarterly Earnings Information
• Contact Praxair Investor Relations
• FAQs

Common Stock Listing (Symbol: PX)
New York Stock Exchange

Other Stock Exchanges Trading Praxair
Stock
• Cincinnati
• Midwest
• Pacific
• Frankfurt, Germany

Number of Shareholders
There were 28,165 shareholders of record as of
December 31, 2000.

Dividend Policy
Dividends on Praxair’s common stock are usually
declared and paid quarterly. Praxair’s objective is 
to continue quarterly dividends and consider annual
dividend increases in conjunction with continued
growth in earnings per share.

Stock Transfer Agent and 
Record Keeping
The Bank of New York is Praxair’s stock transfer
agent and registrar, and maintains shareholder
records. For information about account records,
stock certificates, change of address and dividend
payments, contact: 1-800-432-0140 or, 
From outside the U.S.: (212) 815-5800  
e-mail address: Shareowner-svcs@bankofny.com
website address: http://stockbny.com

Address Shareholder Inquiries to:
Shareholder Relations, Department 11E
P.O. Box 11258
Church Street Station
New York, New York 10286-1258

Send certificates for transfer and address 
changes to:
Receive and Deliver Department 11W
P.O. Box 11002
Church Street Station
New York, New York 10286-1258

Dividend Reinvestment Plan
Praxair provides investors a convenient and low-
cost program that allows for purchases of Praxair
stock without commissions and automatically 
reinvests dividends by purchasing additional shares
of stock. Contact The Bank of New York for full
details at the address at left.

Annual Shareholders Meeting
The 2001 annual meeting of shareholders of Praxair,
Inc. will be held at 9:30 a.m. on Tuesday, April 24,
2001 at the Sheraton Danbury (formerly the Danbury
Hilton and Towers), 18 Old Ridgebury Road,
Danbury, CT.

NYSE Quarterly Stock Price and
Dividend Information

Dividend

Market Price High Low Per Share

2000

First quarter $54.500 $31.813 $0.155

Second quarter $47.938 $36.563 $0.155

Third quarter $45.000 $35.563 $0.155

Fourth quarter $44.375 $31.688 $0.155

1999

First quarter $37.563 $32.313 $0.14

Second quarter $58.125 $35.250 $0.14

Third quarter $50.938 $41.500 $0.14

Fourth quarter $51.125 $43.188 $0.14

1998

First quarter $51.438 $40.563 $0.125

Second quarter $53.563 $44.438 $0.125

Third quarter $50.125 $31.250 $0.125

Fourth quarter $40.938 $32.000 $0.125



PRAXAIR LOCATIONS

World Headquarters
Praxair, Inc.
39 Old Ridgebury Road
Danbury, CT 06810-5113
USA
1-800-PRAXAIR
(716) 879-4077 (from outside the U.S.)

Praxair Surface Technologies, Inc.
Indianapolis, IN
USA
(317) 240-2500
Brazil, France, Germany, Italy, Japan, Korea, Mexico,
Singapore, Spain, Switzerland, United Kingdom

North America
Praxair, Inc.
Danbury, CT
USA
1-800-PRAXAIR
(716) 879-4077

Praxair Mexico, S.A. de C.V.
Mexico City, Mexico
52 (5) 627-9500

Praxair Canada Inc.
Mississauga, Ontario
(905) 803-1600

South America
S.A. White Martins
Rio de Janeiro, Brazil
55 (21) 588.6622
Argentina, Bolivia, Chile, Colombia, Paraguay, Peru,
Uruguay, Venezuela

Central America/Caribbean
Praxair Puerto Rico
Gurabo, PR
(787) 258-7200
Belize, Costa Rica

Europe
Praxair Europe

Madrid, Spain
34 91 556-1100
Austria, Belgium, Bulgaria, Croatia, Czech Republic,
France, Germany, Hungary, Israel, Italy, 
The Netherlands, Poland, Portugal, Romania,
Slovakia, Slovenia, Switzerland, Turkey

Asia
Praxair Asia, Inc.
Singapore
(65) 736-3800
Australia, India, Japan, Malaysia, People’s Republic
of China, Singapore, South Korea, Taiwan, Thailand

The forward-looking statements contained in this annual report concerning development and commercial acceptance of new
products and services, financial outlook, earnings growth, and other financial goals involve risks and uncertainties, and are 
subject to change based on various factors. These include the impact of changes in worldwide and national economies, the
cost and availability of electric power and other energy and the ability to achieve price increases to offset such cost increases,
development of operational efficiencies, changes in foreign currencies, changes in interest rates, the continued timely devel-
opment and acceptance of new products and services, the impact of competitive products and pricing, and the impact of tax
and other legislation and regulation in the jurisdictions which the company operates.

Praxair and the Flowing Airstream design, CoJet and Grab ‘n Go are trademarks or registered trademarks of Praxair Technology,
Inc. in the United States and/or other countries.
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Chief Executive Officer
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Counsel & Secretary
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Theodore W. Dougher, Vice President, 
Engineering and Supply Systems
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Robert F.X. Fusaro, Vice President, 
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America & Chief Executive Officer, S.A. White
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John F. Hill, Chief Information Officer

Randy S. Kramer, Vice President, Procurement &
Materials Management
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Production Excellence
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C O N S O L I D AT E D S TAT E M E N T O F I N C O M E

(MILL IONS OF DOLLARS, EXCEPT PER SHARE DATA)

Year Ended December 31, 2000 1999 1998

Sa les $5,043 $4,639 $4,833

Cost of sales, exclusive of depreciation and amortization 3,075 2,732 2,807

Selling, general and administrative 683 641 644

Depreciation and amortization 471 445 467

Research and development 65 67 72

Other income (expenses) — net (42) 77 13

Opera t ing  P ro f i t 707 831 856

Interest expense 224 204 260

I ncome  Be fore  Taxes 483 627 596

Income taxes 103 152 127

I ncome  o f  Conso l ida ted  En t i t i es 380 475 469

Minority interests (27) (45) (55)

Income from equity investments 10 11 11

I ncome  Be fore  Cumula t ive  E f fec t  

o f  Account ing  Change 363 441 425

Cumulative effect of accounting change – (10) –

Net  Income $ 363 $ 431 $ 425

Bas ic  Earn ings  per  Share :

Income before cumulative effect of accounting change $ 2.28 $ 2.77 $ 2.68

Cumulative effect of accounting change – (.06) –

Net income $ 2.28 $ 2.71 $ 2.68

Di lu ted  Earn ings  per  Share :

Income before cumulative effect of accounting change $ 2.25 $ 2.72 $ 2.60

Cumulative effect of accounting change – (.06) –

Net income $ 2.25 $ 2.66 $ 2.60

Weighted  Average  Shares  

Outs tand ing  ( 000 ’s ) :

Basic shares outstanding 159,123 159,280 158,462

Diluted shares outstanding 161,092 162,222 163,356

The accompanying notes on pages 31 to 46 are an integral part of these financial statements.
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C O N S O L I D AT E D B A L A N C E S H E E T ( M I L L I O N S O F D O L L A R S )

Year Ended December 31,  2000 1999 

Assets

Cash and cash equivalents $ 31 $ 76

Accounts receivable 876 848

Inventories 297 310

Prepaid and other current assets 157 101

Tota l  Cu r ren t  Asse ts 1,361 1,335

Property, plant and equipment — net 4,771 4,720

Equity investments 242 234

Other long-term assets 1,388 1,433

Tota l  Asse ts $7,762 $7,722

L iab i l i t i es  and  Equ i ty

Accounts payable $ 409 $ 361

Short-term debt 159 756

Current portion of long-term debt 341 128

Accrued taxes 71 75

Other current liabilities 459 405

Tota l  Cu r ren t  L i ab i l i t i e s 1,439 1,725

Long-term debt 2,641 2,111

Other long-term liabilities 548 562

Deferred credits 619 600

Tota l  L i ab i l i t i e s 5,247 4,998

Minority interests 138 359

Preferred stock 20 75

Shareholders’ equity:

Common stock $.01 par value, authorized 500,000,000 shares, issued 

166,309,105 shares in 2000 and 164,215,383 shares in 1999 2 2

Additional paid-in capital 1,658 1,613

Retained earnings 1,987 1,722

Accumulated other comprehensive income (loss) (1,011) (828)

Less: Treasury stock, at cost (6,929,845 shares in 2000 and 5,167,801 

shares in 1999) (279) (219)

Tota l  Sha reho lde rs ’  Equ i ty 2,357 2,290

Tota l  L i ab i l i t i e s  and  Equ i ty $7,762 $7,722

The accompanying notes on pages 31 to 46 are an integral part of these financial statements.
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C O N S O L I D AT E D S TAT E M E N T O F C A S H F L O W S ( M I L L I O N S O F D O L L A R S )

Year Ended December 31, 2000 1999 1998

I nc rease  (Decrease )  in  Cash  

and  Cash  Equ iva len ts

Opera t ions

Net income $ 363 $ 431 $ 425

Adjustments to reconcile net income to net cash 

provided by operating activities:

Depreciation and amortization 471 445 467

Deferred income taxes 35 53 11

Repositioning and special charges 158 – 29

Other non-cash charges 10 19 9

Working capital:

Accounts receivable (36) 93 17

Inventories (13) 12 18

Prepaid and other current assets (22) 20 (2)

Payables and accruals 31 (10) (6)

Long-term assets and liabilities (98) (94) (24)

Net cash provided by operating activities 899 969 944

I nves t ing

Capital expenditures (704) (653) (781)

Acquisitions (290) (136) (241)

Divestitures and asset sales 106 103 206

Net cash used for investing activities (888) (686) (816)

F inanc ing

Short-term debt borrowings (repayments) — net 433 (167) (93)

Long-term borrowings 22 29 388

Long-term debt repayments (328) (109) (331)

Minority transactions and other (64) 78 (31)

Issuances of common stock 124 89 109

Purchases of common stock (144) (73) (97)

Dividends (98) (89) (79)

Net cash used for financing activities (55) (242) (134)

Effect of exchange rate changes on cash and cash equivalents (1) 1 (3)

Change in cash and cash equivalents (45) 42 (9)

Cash and cash equivalents, beginning-of-year 76 34 43

Cash and cash equivalents, end-of-year $ 31 $ 76 $ 34

Supp lementa l  Da ta :

Taxes paid $ 80 $ 51 $ 66

Interest paid $ 227 $ 209 $ 265

Debt reclassifications (Note 5) $1,029 $ 627 $ –

Tax benefits from stock option exercises (Note 1) $ 5 $ 16 $ 8

South American rights offering (Note 7) $ – $ 138 $ –

Effect of functional currency change (Note 1) $ – $ – $ 81

Acquired debt from acquisitions $ 12 $ – $ 20

The accompanying notes on pages 31 to 46 are an integral part of these financial statements.
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C O N S O L I D AT E D S TAT E M E N T O F S H A R E H O L D E R S ’  E Q U I T Y

( M I L L I O N S O F D O L L A R S ,  S H A R E S I N T H O U S A N D S )

Accumulated

Additional Other Com-

Common Stock Paid-In Treasury Stock Retained prehensive

Activity Shares Amounts Capital Shares Amounts Earnings Income (Loss) Total

Ba lance ,  

December  31 ,  1997 159,970 $ 2 $1,471 2,597 $ (129) $1,034 $ (256) $2,122

Net income 425 425

Translation adjustments (99) (99)

Effect of functional

currency change (Note 1) (57) (57)

Comprehensive income 269

Dividends on common stock

($.50 per share) (79) (79)

Issuances of common stock:

For the dividend reinvest-

ment and stock 

purchase plan 80 1 1

For employee savings 

and incentive plans 1,467 56 (1,279) 60 116 

Purchases of common stock 2,628 (97) (97)  

Ba lance ,  

December  31 ,  1998 161,517 $ 2 $1,528 3,946 $(166) $1,380 $ (412) $2,332

Net income 431 431

Translation adjustments (416) (416)

Comprehensive income 15

Dividends on common stock

($.56 per share) (89) (89)

Issuances of common stock:

For the dividend reinvest-

ment and stock 

purchase plan 64 1 1 

For employee savings 

and incentive plans 2,634 84 (488) 20 104 

Purchases of common stock 1,710 (73) (73) 

Ba lance ,  

December  31 ,  1999 164,215 $ 2 $1,613 5,168 $(219) $1,722 $ (828) $2,290

Net income 363 363

Translation adjustments (183) (183)

Comprehensive income 180

Dividends on common stock

($.62 per share) (98) (98)

Issuances of common stock:

For the dividend reinvest-

ment and stock 

purchase plan 73 1 1

For employee savings 

and incentive plans 2,021 44 (2,054) 84 128 

Purchases of common stock 3,816 (144) (144)

Ba lance ,  

December  31 ,  2000 166,309  $ 2 $1,658 6,930 $(279) $1,987 $(1,011) $2,357 

The accompanying notes on pages 31 to 46 are an integral part of these financial statements.
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M A N A G E M E N T ’ S D I S C U S S I O N A N D A N A LY S I S

Praxair’s reported 2000 results versus 1999 reflect 

a 9% improvement in sales and a decrease in earnings

due to repositioning and special charges of $117 million

after tax. Excluding these charges, income before cumu-

lative effect of accounting change increased 9% over 1999.

These adjusted results reflect double digit earnings

growth in the international industrial gases businesses,

strong results in the U.S. industrial gases business

despite high energy prices and a fourth quarter down-

turn, and disappointing results in Surface Technologies.

Conso l ida ted  Resu l ts

The following provides summary data for 2000, 1999

and 1998:

(Millions of dollars)

Year Ended December 31, 2000(a) 1999(a) 1998

Sales $5,043 $4,639 $4,833

Cost of Sales $3,075 $2,732 $2,807

Selling, general and 

administrative $ 683 $ 641 $ 644

Depreciation and amortization $ 471 $ 445 $ 467

Other income (expenses) — net $ (42) $ 77 $ 13

Operating profit $ 707 $ 831 $ 856

Interest expense $ 224 $ 204 $ 260

Effective tax rate 21% 24% 21%

Income before cumulative 

effect of accounting change $ 363 $ 441 $ 425

Number of employees 23,430 24,102 24,834

Adjusted(b): 

Cost of Sales $3,028 $2,732 $2,807

Selling, general and

administrative $ 662 $ 641 $ 644

Other income (expenses) — net $ 49 $ 77 $ 42

Operating profit $ 866 $ 831 $ 885

Effective tax rate 23% 24% 25%

Income before cumulative 

effect of accounting change $ 480 $ 441 $ 425

(a) The results for 2000 and 1999 versus 1998 were significantly

impacted by the devaluation of the Brazilian currency (Real) from

a rate of 1.21 Reais to the U.S. Dollar at December 31, 1998 

to 1.79 at December 31, 1999 and 1.96 at December 31, 2000

(1.83 and 1.81 average rate for 2000 and 1999, respectively; 

versus a 1.16 average rate for 1998). Reported amounts from

Brazil were all reduced in proportion to the exchange rate changes.

Also, as described in Note 5 to the consolidated financial state-

ments, in January 1999 Praxair entered into various currency

exchange forward contracts to hedge anticipated Brazilian net

income and a portion of its net investment. The net income hedges

were settled during 1999 resulting in a non-recurring pre-tax

gain of $21 million ($14 million after taxes and minority interests).
(b) Adjusted results exclude the following special items: In 2000

repositioning and special charges totaling $159 million and

income from equity investment charges of $2 million ($117 million

after tax). In 1998, special charges totaling $29 million ($18 million

after tax) for an impairment loss in Indonesia and a provision 

for an anticipated loss on the sale of an air separation plant to a

third party (see Note 2 to the consolidated financial statements).

Additionally, in 1998 Praxair recorded non-recurring tax credits 

of $18 million related to the favorable settlement of various tax

matters. These items are collectively referred to as special items.

Spec ia l  I t ems  

Reported amounts for 2000 and 1998 include special

items that affect period-to-period comparisons. The

management’s discussion and analysis that follows

excludes the impact of these special items as described

in footnote (b) to the above table.

2000  compared  w i th  1999

The sales increase of 9% for 2000 as compared to 1999

was due primarily to industrial gases volume growth in 

all industrial gases businesses; acquisitions in the Surface

Technologies segment; and price improvements in North

and South America. These increases were partially off-

set by unfavorable currency translation impacts, primarily

in Europe. 

Operating profit increased 4% for 2000, excluding

the impact of the special items, versus 1999. This

increase was due primarily to the volume and price

improvements described above, productivity improve-

ments, and contributions from acquisitions in the

Surface Technologies segment; partially offset by cost

inflation and currency translation impacts. As a per-

centage of sales, selling, general and administrative

expenses for 2000 were lower due primarily to pro-

ductivity improvement initiatives and higher long-term

incentive plan costs in 1999, partially offset by cost

inflation and higher business development costs. 

The increase in depreciation and amortization expense

reflects the impact of new projects coming on-stream,

as well as Surface Technologies acquisitions. Other

income (expenses) — net for 2000 was $49 million, a

decrease of $7 million, excluding a $21 million currency

hedge gain in 1999. (See Note 5 to the consolidated

financial statements.) 

Income before accounting change, excluding 

the special items, increased 9% for 2000 versus 1999. 

This increase was due to the higher operating profit

described above and lower minority interests, partially

offset by higher interest expense. The decrease in

minority interests is due to the impact of the increase 

in Praxair’s ownership interest in White Martins (See

Note 7 to the consolidated financial statements and

Segment Discussion — South America). Interest expense

increased due to higher debt levels to fund the acquisi-

tion of minority interests in Brazil and higher short-term

interest rates. Based on Praxair’s tax planning strategies,

the effective tax rate was lowered in 2000 to 23% from

25% in 1999, excluding the impact of the special items

and the $21 million hedge gain in Brazil.
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The number of employees at December 31, 2000

was 23,430, which reflects a decrease of approximately

700 from December 31, 1999. The decrease is principally

the result of a divestiture and continued productivity

improvement initiatives in South America, employee

reductions in the Surface Technologies business and 

the 2000 repositioning and special charges.

1999  compared  w i th  1998

The sales decrease of 4% in 1999 as compared to 

1998 was due primarily to unfavorable currency trans-

lation effects in South America. This was partially offset

by the impact of price increases in North and South

America, continued volume growth in Asia and Europe,

and volume growth in North America. Excluding the

impact of currency, sales grew 2%.

Operating profit decreased 6% for 1999 as 

compared to 1998. This decrease was due to the sales

decrease described above, cost inflation and currency

translation impacts; partially offset by productivity

improvements and the first quarter hedge gain in Brazil.

Selling, general and administrative expenses for 1999

were slightly higher as a percentage of sales versus 1998

due primarily to long-term incentive plan costs, higher

business development costs and cost inflation impacts;

partially offset by productivity improvements. The decrease

in depreciation and amortization expense reflects 

the impact of currency translation, primarily in Brazil, 

and the impact of the North American sale-leaseback

transactions in 1999 and 1998; offset by new projects 

coming on-stream and packaged gases and Surface

Technologies acquisitions.

Interest expense decreased $56 million or 

22% for 1999 versus 1998 due primarily to currency

translation effects and lower consolidated debt levels,

especially in the South American segment, which 

had high interest rates. 

Income before cumulative effect of accounting

change increased 4% in 1999 as compared to 1998. 

This increase was due primarily to the lower interest

expense and minority interests impacts offset by the

lower operating profit. Praxair’s return on average capital

was 11.1% in 1999 and 1998.

The effective tax rate remained at 25%, excluding

the impact of the first quarter hedge gain in Brazil,

which is consistent with the effective tax rate before

special charges in 1998.

The number of employees at December 31, 1999

decreased about 700 as compared to December 31,

1998 due primarily to Praxair’s continued productivity

improvement initiatives in North and South America 

and the divestiture of a business in Asia. The number 

of employees decreased despite the increase associated

with about 500 employees added through acquisitions

in Surface Technologies. 

Segment  D iscuss ion

The following summary of sales and operating profit by

segment provides a basis for the discussion that follows:

(Millions of dollars)

Year Ended December 31, 2000 1999 1998

Sa les :

North America $3,026 $2,779 $2,752

South America 723 697 964

Europe 491 516 515

Surface Technologies 579 456 420

All Other 224 191 182

Total $5,043 $4,639 $4,833

Segment  Operat i ng  

P ro f i t ( a ) :

North America $ 559 $ 514 $ 533

South America 174 163 199

Europe 124 123 109

Surface Technologies 58 74 73

All Other (20) (17) (6)

Corporate Overhead (29) (26) (23)

Total $ 866 $ 831 $ 885

(a) Excludes special items in 2000 and 1998.

Nor th  Amer i ca

The North America operating segment includes Praxair’s

industrial and packaged gases operations in the United

States, Canada, and Mexico. Praxair’s U.S. and Canadian

packaged gases operations within the North American

industrial gases business are collectively referred to 

as Praxair Distribution.

Sales for 2000 increased 9% as compared to 1999.

This increase reflects strong growth in all geographies —

U.S. and Canadian industrial gases increased 10%,

Mexico increased 18%, and Praxair Distribution increased

4%. Overall, 5% of this increase is due to price increases,

and 3% is due to volume growth, although sales volume

declined in the U.S. in the fourth quarter reflecting 

a slowing U.S. economy. The price increases, in part,

reflect higher natural gas costs, which pass through 

to on-site hydrogen customers without impacting 

operating profit. 
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M A N A G E M E N T ’ S D I S C U S S I O N A N D A N A LY S I S

Sales for 1999 increased 1% as compared to

1998. Sales increased 7% in Mexico, 1% in the U.S. 

and Canadian industrial gases operations, and Praxair

Distribution’s sales were essentially flat. Overall, this

increase is due to price increases of about 1% with 

volume growth offsetting currency impacts. 

Operating profit increased 9% for 2000 versus

1999 primarily due to the increased sales volume of 

10% and benefits of productivity improvements, partially

offset by higher energy related costs and cost inflation.

U.S. electricity costs and power dislocations are

expected to remain an issue for industrial gas produc-

tion and Praxair will attempt to mitigate the effects 

of these costs through aggressive pricing. Operating

profit increased 6% in the U.S. and Canadian industrial

gases operations, 20% in Mexico and 10% for 

Praxair Distribution. 

Operating profit decreased 4% in 1999 versus

1998. The decrease was due primarily to cost inflation,

higher costs associated with significant product dislo-

cations resulting from higher than expected energy costs

and supplier feedstock curtailments, partially offset by

the benefits of productivity improvements and the

improvement in sales in the second half of 1999. In the

U.S. and Canadian industrial gases business, operating

profit decreased about 6%, Mexico’s operating profit

improved 2% and Praxair Distribution’s operating profit

improved by about 4% over 1998.

South  Amer i ca

Praxair’s South American industrial gases operations 

are conducted by its majority owned subsidiary, S.A.

White Martins (White Martins), which is the largest

industrial gases company in Brazil. White Martins has

operations throughout South America, including

Argentina, Bolivia, Chile, Columbia, Peru and Venezuela.

As a result of a tender offer in 2000 and a rights offering

in 1999, Praxair increased its ownership interest in

White Martins from 69.3% at December 31, 1998 to

76.6% at December 31, 1999, and to 98.6% at December

31, 2000. As consideration for the additional shares it

purchased during the tender offer in 2000, Praxair paid

$242 million and during the rights offering in 1999,

Praxair used approximately $138 million of intercom-

pany loans it had previously made to White Martins.

Approximately $15 million of the rights offering was

purchased by minority shareholders.

As described above under the section on

Consolidated Results, the results for 2000 and 1999 

versus 1998 were significantly impacted by the devalua-

tion of the Brazilian currency (Real) and the resulting

recessionary conditions for much of 1999. The currency

devaluation reduced 1999 sales by $284 million and

reduced operating profit by $59 million as compared to

1998. The Brazilian economy has improved during late

1999 and 2000 and the currency has generally stabilized.

In early January 1999 Praxair entered into various cur-

rency exchange forward contracts to hedge anticipated

Brazilian net income and a portion of its net investment.

The net income hedges resulted in a non-recurring 

pre-tax gain of $21 million, which is included in the

South American operating profit for 1999. 

Sales for 2000 increased 4% primarily due to 

pricing improvements of 7% and volume increases of 3%.

These increases were partially offset by the impact of

the divestiture of the precipitated calcium carbonate

business, unfavorable currency translation effects and

an $8 million adjustment for sales that had been improp-

erly recorded by Praxair’s Colombian subsidiaries.

Excluding the impact of the business divestiture sales

increased by 8%.

Sales for 1999 decreased 28% as compared to

1998. This was primarily due to the unfavorable cur-

rency translation effects, with 5% price increases offset

by volume decreases. Excluding the currency effects,

1999 sales increased by 2%. The devaluation of the 

Real in Brazil and a recessionary environment in South

America have contributed to volume decreases of

approximately 4% for 1999 versus 1998. 

Operating profit for 2000 increased 7% as 

compared to 1999, excluding the impact of the special

items (see Note 2 to the consolidated financial state-

ments). This increase was primarily due to productivity

improvement initiatives and the sales increase, partially

offset by cost inflation and unfavorable currency trans-

lation effects. Operating profit for 2000 also includes 

$8 million of income related to the termination of a 

carbon dioxide raw material supplier contract in Brazil

which was offset by the Colombia sales adjustment.
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Operating profit for 1999 decreased 18% as 

compared to 1998. This decrease was caused primarily

by the 1999 currency devaluation in Brazil, the reduction

in sales and cost inflation; which offset productivity

improvement initiatives and the $21 million first quarter

hedge gain. Excluding the impacts of currency move-

ments and the hedge gain, operating profit increased 

1% in 1999 versus 1998.

Europe

Praxair’s European industrial gases business is primarily

in Spain and Italy with additional operations in Benelux,

Germany, France, Israel and Poland.

Sales for 2000 decreased 5% as compared to

1999, due primarily to unfavorable currency translation

effects, partially offset by volume growth of 8% and

price increases of 1%, which reflects strong perform-

ance in Spain and Italy. Excluding the currency trans-

lation effects for 2000, sales increased by 10%.

Sales for 1999 were flat as compared to 1998.

Volume growth of 3% and price increases of 1% were

offset primarily by unfavorable currency translation

effects. Most of this growth was reflected by good 

performance in Spain and Italy.

Operating profit for 2000 increased 1%, as 

compared to 1999. Excluding currency translation

effects for 2000, operating profit increased 14%. 

This was due to the sales volume impacts discussed

above, and productivity improvement initiatives, 

partially offset by cost inflation. 

Operating profit for 1999 increased 13% as 

compared to 1998. This was due primarily to the sales

impacts previously described, cost improvement initia-

tives, and net income hedge gains which helped to 

offset the impact of currency movements. Excluding

currency effects, operating profit increased 9% in 1999.

Sur face  Techno log i es

Praxair’s worldwide Surface Technologies business 

primarily includes operations in the U.S. and Europe,

with smaller operations in Asia and Brazil.

Sales for 2000 increased 27% as compared to

1999 due to the impact of 1999 acquisitions, which added

32% to overall growth in 2000. The increase was par-

tially offset by core business volume and price decreases

and unfavorable currency translation impacts. 

Volume declines were experienced in key aviation-related

markets for aircraft engine overhaul services as well 

as original equipment manufacture (OEM) engine coat-

ings. Weak market conditions also resulted in lower 

volumes of computer disk polishing slurries during 2000.

Increased demand was experienced in the industrial 

gas turbine segment, while other general engineering

markets remained flat or slightly weaker than 1999. 

Sales for 1999 increased 9% as compared to

1998. This increase was due to the impact of acquisi-

tions, which added 11% to overall growth, partially off-

set by pricing pressures in the aerospace and printing

markets, and currency impacts. Sales volumes remained

flat, as increases related to new applications were 

offset by decreases in the base aviation and computer

disk polishing markets.

Operating profit for 2000 decreased 15%, excluding

the $5 million repositioning charge and the $19 million

repositioning and special charges in the first and fourth

quarters, respectively, of 2000 as compared to 1999.

This decrease reflects pricing pressures and cost inflation,

partially offset by the contribution from acquisitions,

savings realized through repositioning actions and ongo-

ing productivity improvement initiatives. Pricing declines

were experienced in aviation repair services and aviation 

OEM coatings, as well as segments of the general 

engineering market. 

Operating profit for 1999 increased 1% as 

compared to 1998. Productivity improvement initiatives

and the impact of acquisitions were largely offset by

cost inflation.

Al l  O the r

The All Other segment includes Praxair’s industrial gases

operations in Asia, its global supply systems business

which designs, engineers and builds equipment that

produces industrial gases (for internal use and external

sale), and other globally managed functions, including

procurement, global marketing and business development

including MetFabCity, Inc. Praxair’s operations in Asia 

are currently concentrated in China, India, Korea and

Thailand, with smaller operations in Japan and Taiwan.

Operations in China, Japan and India are also conducted

through nonconsolidated joint venture companies. 
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Sales for 2000 increased 17% compared to 1999.

Asia experienced 35% sales growth for 2000 of which

34% was due largely to volume growth. This increase

was partially offset by a decline in global supply system

sales due to a decrease in the volume of third party

equipment sales. The level of activity for global supply

systems is reflective of the overall capacity in the 

industry and local economic conditions, and is subject

to fluctuation from one year to the next.

Sales for 1999 increased 5% as compared 1998.

Asia experienced 43% sales growth due primarily to

strong volume growth of about 41%, particularly in

Korea and Thailand, new plants coming on stream 

in China and India, and favorable currency translation

effects (8%). Plant sales to third parties decreased 

39% in 1999 versus 1998, as fewer plants were sold 

to customers. 

Operating Profit for 2000 decreased $3 million

compared to 1999. Improvements in Asia and global

supply systems were more than offset by business

development costs primarily related to Praxair’s e-business

programs, including MetFabCity, Inc. In addition, 2000 was

helped by a $5 million recovery from the cash settlement

of litigation related to a previously divested business.

Operating profit for the segment is significantly

influenced by third party plant sales and by the costs

associated with the globally managed functions, all 

of which fluctuate from year to year. Operating profit 

for 1999 was down $11 million when compared to 

1998. This was due to the decreases in the global supply

systems business and higher business development

costs, partially offset by a 57% improvement in Asia.

Se l l i ng ,  Genera l  and  

Admin i s t rat i ve  Expenses  

Selling, general and administrative expenses as a 

percentage of sales was 13.1% in 2000 as compared 

to 13.8% in 1999. This decrease is due to continuing 

productivity improvement initiatives and currency

impacts; partially offset by increased cost inflation 

and MetFabCity, Inc. costs.

In 1999, selling, general and administrative

expenses were $641 million, a $3 million decrease from

the 1998 amount. This decrease is due to continuing

productivity improvement initiatives and currency impacts

(primarily in Brazil); partially offset by increased business

development costs, acquisitions and cost inflation.

Selling, general and administrative expenses as a 

percentage of sales was 13.8% in 1999 as compared 

to 13.3% in 1998.

Other  i ncome  ( expenses ) —net  

Other income (expenses) — net was $49 million in 2000,

excluding the special items (see Note 2 to the consoli-

dated financial statements) versus $56 million excluding

a $21 million hedge gain in 1999. 1999 includes income

related to the redemption of preference shares and 

the collection of a note receivable from earlier business

sales, and European net income hedge gains, which 

offset the currency translation effects in the European

segment; offset by costs incurred for postemployment

benefits and a third party plant sale.

Other income (expenses) — net was $77 million 

in 1999 versus $42 million in 1998, excluding the 1998

special charges (see Note 2 to the consolidated financial

statements). This increase was primarily due to the 

$21 million hedge gain in Brazil in 1999 and the other

items discussed in the above paragraph.

I n te res t  Expense

Interest expense increased $20 million or 10% for 

2000 versus 1999. This increase was due to increased

debt resulting from the purchase of minority shares 

in Brazil and higher short-term interest rates during 

most of the year. 

Interest expense decreased $56 million or 

22% for 1999 versus 1998 due primarily to currency 

translation effects and lower consolidated debt 

levels, especially in the South American segment, 

which had high interest rates. 

I n come  Taxes  

Excluding the special items, the effective tax rate for

2000 decreased to 23%, compared with 25% for 1999,

excluding the impact of the 1999 hedge gain in Brazil.

The effective tax rate in 1998 was also 25%. Praxair 

currently expects the effective tax rate to remain at

approximately the 23% level in 2001. 
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Minor i ty  I n te res ts

During 2000, minority interests consisted primarily 

of minority shareholders’ investments in two affiliates: 

S.A. White Martins (Brazil) and Rivoira S.p.A. (Italy).

Additionally, Praxair records the dividends on preferred

stock in minority interests ($3 million in 2000). Minority

shareholders’ share of income for 2000 was $27 million,

a decrease of $18 million as compared to the 1999

amount of $45 million. This decrease is due primarily to

the acquisitions of minority interests of White Martins

and will continue to decrease in 2001.

Minority shareholders’ share of income for 1999

was $45 million, a decrease of $10 million compared 

to 1998. This decrease was due to currency impacts in

Brazil and the 1999 first quarter rights offering which

increased Praxair’s ownership interest in White Martins.

I n come  f rom Equ i ty  I nves tments  

Praxair’s more significant equity investments are in

Belgium, China, India, Italy and Turkey. Praxair’s share of

net income from corporate equity investments increased

slightly to $12 million in 2000, excluding a $2 million

repositioning charge, compared to $11 million for 1999

and 1998. 

Costs  Re la t i ng  to  the  P ro tec t i on  

o f  the  Env i ronment  

Praxair’s principal operations relate to the production

and distribution of atmospheric and other industrial

gases, which historically have not had a significant

impact on the environment. However, worldwide costs

relating to environmental protection may continue to

grow due both to increasingly stringent laws and regula-

tions and to Praxair’s ongoing commitment to rigorous

internal standards. Environmental protection costs in

2000 were approximately $5 million of capital expenditures

and $13 million of expenses. Included in the expenses

were approximately $1 million for remedial projects.

Praxair anticipates that future environmental protection

expenditures will approximate the level of those in 

2000 and will not have a material adverse effect on the 

consolidated financial position or on the consolidated

results of operations or cash flows in a given year. 

Commi tments  and  Cont i ngenc ies  

See Note 13 to the consolidated financial statements for

information concerning commitments and contingencies.

L iqu id i ty, Cap i ta l  Resources  and

F inanc ia l  Da ta  

(Millions of dollars)

Year Ended December 31, 2000 1999 1998

Net  Cash  P rov ided  

by  (Used  fo r ) :

Operat i ng  Ac t i v i t i e s :

Net income plus depreciation 

and amortization(a) $ 992 $ 876 $ 921

Working capital  (40) 115 27

Other — net  (53) (22) (4)

Total from operating activities $ 899 $ 969 $ 944

I nves t i ng  Ac t i v i t i e s :

Capital expenditures $ (704) $ (653) $ (781)

Acquisitions (290) (136) (241)

Divestitures and asset sales 106 103 206

Total used for investing $ (888) $ (686) $ (816)

F i nanc i ng  Ac t i v i t i e s :  

Debt increases (reductions) $ 127 $ (247) $ (36)

Minority transactions and other (64) 78 (31)

Issuances (purchases) of stock (20) 16 12

Cash dividends  (98) (89) (79)

Total used for financing $ (55) $ (242) $ (134)

Debt - to -Cap i ta l  Rat i o ,  

a t  December  31 :

Debt $3,141 $2,995 $3,274

Capital(b) $5,656 $5,719 $6,168

Debt-to-capital ratio 55.5% 52.4% 53.1%

(a) Includes repositioning and special charges.
(b) Includes debt, minority interests, preferred stock and 

shareholders’ equity.

Cash  F l ow f rom Operat i ons

Cash flow from operations decreased $70 million to $899

million in 2000 from $969 million in 1999. This decrease

is mainly due to increased

working capital levels in

support of sales growth,

the 1999 improvement in

working capital that was

maintained in 2000, and

a decrease in tax bene-

fits from exercised stock

options. In 2000, the

repositioning and special

charges did not have 

a significant impact on

operating cash flow,

however, management

anticipates about 

$54 million will be paid 

in 2001. 
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Cash flow from operations increased to $969 

million in 1999 from $944 million in 1998. The increase

is primarily related to the improvement in working capital

requirements; a direct result of Praxair’s continuing

work process improvement initiatives. 

I nves t i ng  

Cash flow used for investing in 2000 totaled $888 million,

an increase of $202 million from 1999. This increase

was due to capital expenditures and acquisitions, primarily

related to the purchase of minority interests in Brazil

(see Segment Discussion — South America). Cash flow

used for investing in 1999 totaled $686 million, a

decrease of $130 million from 1998. This decrease was

due primarily to the net impact of lower capital and

acquisition expenditures, partially offset by lower pro-

ceeds from divestitures and asset sales.

Capital expenditures for 2000 totaled $704 million

an increase of $51 million from 1999 expenditures of

$653 million. This was due to an increase in e-commerce

investments along with capital expenditure increases 

in all segments except Surface Technologies. Capital

expenditures for 1999 totaled $653 million, down $128

million from 1998. The lower level of capital expenditures

reflects the Company’s strategy to seek higher returns

from its capital spending program, and is primarily due

to decreased spending in South America, the United

States and Europe, and currency impacts in South America.

Acquisition expenditures for 2000 totaled $290

million, an increase of $154 million from 1999. The

increase is due primarily to the buyout of minority inter-

ests in Praxair’s South American subsidiary for $242

million (see Segment

Discussion— South

America). 1999 acqui-

sition expenditures

totaled $136 million, 

a decrease of $105 

million from 1998.

Acquisition expendi-

tures in 1999 were 

primarily related to

acquisitions in the

Surface Technologies’

business, with other

acquisitions in North

America, China 

and India. 

Divestitures and asset sales in 2000 totaled $106

million, an increase of $3 million from 1999. The 2000

divestitures primarily relate to the disposal of the precip-

itated calcium carbonate business in South America.

The 1999 amount relates primarily to the sale leaseback

transaction in the United States (see Note 12 to the 

consolidated financial statements).

On a worldwide basis, capital expenditures for 

the full year 2001 are expected to be in the $600 to

$700 million range. Acquisition expenditures will depend

on the availability of opportunities at attractive prices.

F i nanc i ng

At December 31, 2000,

Praxair’s total debt out-

standing was $3,141 

million, an increase of

$146 million from 1999.

As of December 31,

2000, there were no bor-

rowings under Praxair’s

$1.5 billion U.S. bank

credit facilities and

Praxair’s investment

grade credit rating for

long-term debt was

maintained at A3/BBB+.

In July 2000,

Praxair entered into a

new $500 million, 364-day revolving credit agreement

and a new $1 billion, five-year revolving credit agreement

to replace its existing credit agreement. At December

31, 2000, $852 million of short-term borrowings were

classified as long-term debt under the terms of the 

existing credit agreements (see Note 5 to the consolidated

financial statements). At December 31, 1999, such 

borrowings had been classified as short-term because

the then existing credit agreement expired within one

year. During 1999 and 1998, Praxair sold and leased

back certain U.S. distribution and liquid storage equip-

ment for $80 million and $150 million, respectively. 

The proceeds from the sale of the equipment were used

to pay down debt.

In 1999, the “Minority transactions and other”

caption includes cash proceeds of approximately 

$89 million relating to the pre-tax gain on net invest-

ment hedges in Brazil (see Note 5 to the consolidated

financial statements). 
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Praxair’s debt-to-capital ratio increased to 55.5%

at December 31, 2000 from 52.4% at December 31,

1999. This increase is due to the impact of funding 

the purchases of additional minority interests in Brazil

with debt.

Praxair’s financing strategy is to secure sufficient

funds to support its operations in the United States 

and around the world using a combination of local bor-

rowings and intercompany lending in order to minimize

the total cost of funds and to manage and centralize

currency exchange exposures. Praxair manages its

exposure to interest rate changes through the use of

financial derivatives (see Note 5 to the consolidated

financial statements and the section titled “Market Risks

and Sensitivity Analysis”). 

Raw Mater ia ls  and  Marke ts  

Energy is the single largest cost in the production 

and distribution of industrial gases. Most of Praxair’s

energy requirements are in the form of electricity. 

Other important elements are natural gas, waste hydro-

gen (for hydrogen) and diesel fuel (for distribution). 

A shortage or interruption of energy, or increases in energy

prices that cannot be passed through to customers, 

are risks to Praxair’s business and financial performance.

Because many of Praxair’s contracts with customers 

are long term, with pass-through provisions, Praxair 

has not, historically, experienced significant difficulties

related to recovery of energy costs. Supply of energy

also has not been a significant issue. However, during 2000

and continuing into 2001, there has been unprecedented

volatility in the cost and supply of electricity and in 

natural gas prices in the United States, particularly in

California. To date, Praxair has been able to substantially

mitigate the financial impact of these costs by passing

them on to customers. In anticipation of continued

volatility, the company has taken aggressive pricing

actions, is strengthening its energy-management program

for purchased power, and is implementing new customer

contract terms and conditions. However, the outcome 

of the U.S. energy situation and its impact on the U.S.

economy is unpredictable at this time and may pose

unforeseen future risk.

For carbon dioxide, carbon monoxide, helium,

hydrogen, specialty gases and surface technologies, 

raw materials are largely purchased from outside

sources. Praxair has contracts or commitments for, 

or readily available sources of, most of these raw materials;

however, their long-term availability and prices are sub-

ject to market conditions. 

Praxair’s industrial gases are used by a diverse

group of customers in a variety of industries including

metal fabrication, primary metals, chemicals & refining,

healthcare, food & beverage, semiconductor materials,

aerospace, pulp and paper, glass, environmental remedi-

ation and numerous other markets. By using the gases

Praxair produces and, in many cases, the proprietary

processes that it invents, customers benefit through

improved product quality, increased productivity, lower

operating costs, conservation of energy and the attain-

ment of environmental improvement objectives. Praxair

has a large number of customers and no single cus-

tomer accounts for a significant portion of Praxair’s

annual sales. Aircraft engines are Surface Technologies’

primary market, but it also serves the printing, textile,

semiconductor materials, chemical and primary metals

markets. Aircraft engine and airframe component over-

haul services are other offerings.

Euro  Convers ion

Effective January 1, 1999, the euro became the new

common currency for 11 European countries (including

Belgium, France, Germany, Italy, and Spain; where

Praxair has most of its European operations). During 

the transition period, payments can be made using both

the euro and the national currencies at fixed exchange

rates. Praxair successfully implemented the systems and

processes necessary to conduct business in both the

euro and the respective national currency. Management

currently believes that Praxair has in place the appro-

priate programs and plans to make any required changes

to its systems and processes to accommodate a complete

and timely conversion to a euro functional currency 

by 2002.

The external costs associated with implementing

systems to conduct business in the euro have not 

been and are not expected to be material in any year.

Also, management currently believes the business 

and market implications, if any, of the euro conversion

will not be material. 

New Account ing  S tandards

See Note 1 to the consolidated financial statements for

information concerning new accounting standards.
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Marke t  R isks  and  

Sens i t i v i ty  Ana lys is

Like other global companies, Praxair is exposed to 

market risks relating to fluctuations in interest rates 

and currency exchange rates. The objective of financial

risk management at Praxair is to minimize the negative

impact of interest rate and foreign exchange rate 

fluctuations on the Company’s earnings, cash flows 

and equity. 

To manage these risks, Praxair uses various 

derivative financial instruments, including interest rate

swap, forward starting interest rate swap and currency

swap, forward and option contracts. Praxair only 

uses commonly traded and non-leveraged instruments. 

These contracts are entered into with major financial

institutions thereby minimizing the risk of credit loss.

Also, refer to Notes 1 and 5 to the consolidated financial

statements for a more complete description of Praxair’s

accounting policies and use of such instruments.

As required by Securities and Exchange Commis-

sion rules, the following analysis presents the sensitivity

of the market value, earnings and cash flows of Praxair’s

financial instruments to hypothetical changes in interest

and exchange rates as if these changes occurred at

December 31, 2000. The range of changes chosen for

this analysis reflects Praxair’s view of changes which

are reasonably possible over a one-year period. Market

values are the present values of projected future cash

flows based on the interest rate and exchange rate

assumptions. These forward-looking disclosures are

selective in nature and only address the potential

impacts from financial instruments. They do not include

other potential effects, which could impact Praxair’s

business as a result of these changes in interest and

exchange rates.

In terest  Rate  and  Debt  Sens i t iv i ty  Ana lys is

At December 31, 2000, Praxair has debt totaling $3,141

million ($2,995 million at December 31, 1999) and interest

rate swaps (including forward starting swaps) with 

a notional value of $780 million ($80 million in 1999).

Interest rate swaps are entered into as a hedge of

underlying financial instruments to effectively change the

characteristics of the interest rate without actually chang-

ing the financial instrument. At December 31, 2000, 

the interest rate swap agreements convert outstanding

floating rate debt and lease payments to fixed rate pay-

ments for the period of the swap agreements. For fixed

rate instruments, interest rate changes affect the fair

market value but do not impact earnings or cash flows.

Conversely for floating rate instruments, interest rate

changes generally do not affect the fair market value but

do impact future earnings and cash flows, assuming

other factors are held constant.

At December 31, 2000 after adjusting for the

effect of interest rate swap agreements (including the

forward starting swaps), Praxair has fixed rate debt 

of $2,566 million ($2,114 at December 31, 1999) and 

floating rate debt of $575 million ($881 million in 1999)

or about 82% and 18%, respectively, of total debt.

Holding other variables constant (such as foreign

exchange rates, swaps and debt levels), a one percent-

age point decrease in interest rates would increase 

the unrealized fair market value of the fixed rate debt 

by approximately $72 million ($89 million in 1999). 

At December 31, 2000, the after-tax earnings and cash

flows impact for the next year resulting from a one 

percentage point increase in interest rates would be

approximately $4 million ($6 million at December 31,

1999), holding other variables constant.

Exchange  Rate  Sens i t i v i t y  Ana lys i s

Praxair’s exchange rate exposures result primarily 

from its investments and ongoing operations in South

America (primarily Brazil), Europe (primarily Spain and

Italy), Canada, Mexico, Asia (primarily China, India, Korea

and Thailand) and certain other business transactions

such as the procurement of equipment from foreign

sources. Among other techniques, Praxair utilizes foreign

exchange forward contracts to hedge these exposures.

At December 31, 2000, Praxair had $248 million notional

amount ($272 million at December 31, 1999) of foreign

exchange contracts of which $199 million ($235 million

in 1999) hedged recorded balance sheet exposures or

firm commitments and $49 million ($37 million in 1999)

are to hedge anticipated future net income in Argentina,

Mexico, and Thailand. 

Holding other variables constant, if there were a

ten percent adverse change in foreign currency exchange

rates, the market value of foreign currency contracts

outstanding at December 31, 2000 would decrease by

approximately $26 million ($23 million at December 31,

1999). Of this decrease, only about $3 million ($3 million

at December 31, 1999) would impact earnings since 

the gain (loss) on the majority of these contracts would

be offset by an equal (gain) loss on the underlying 

exposure being hedged.
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Note  1 Summary  o f  S ign i f i can t

Account ing  Po l i c ies

Operat i ons — Praxair, Inc. (Praxair or Company) was

founded in 1907 and became an independent publicly

traded company in 1992. Praxair is the largest industrial

gases company in North and South America, and one of

the largest worldwide. The Company is also the world’s

largest supplier of carbon dioxide. Praxair produces,

sells and distributes atmospheric, process and specialty

gases, and high-performance surface coatings to a

diverse group of industries including metal fabrication,

chemicals & refining, primary metals, food and bever-

age, healthcare, semiconductor materials, aerospace,

glass, pulp and paper, and environmental remediation.

Pr i nc i p l es  o f  Conso l i dat i on —The consolidated

financial statements include the accounts of all significant

subsidiaries where control exists. Equity investments

generally consist of 20-50% owned operations. Opera-

tions less than 20% owned are generally carried at 

cost. Pre-tax income from equity investments, which 

are partnerships or limited liability corporations (LLC), 

is included in other income (expenses) — net with related

taxes included in income taxes. Partnership net assets

are reported as equity investments in the balance sheet.

Praxair does not allocate corporate costs to its equity

investments. Significant intercompany transactions 

are eliminated. 

Use  o f  Es t imates —The preparation of financial

statements in conformity with generally accepted

accounting principles requires management to make

estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of con-

tingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues 

and expenses during the reporting period. While actual

results could differ, management believes such esti-

mates to be reasonable.

Revenue  Recogn i t i on — Revenue is recognized

when product is shipped or services are provided 

to customers. Revenues from long-term construction 

contracts are recognized using the percentage-of-

completion method. Under this method, revenues for

sales of major equipment, such as large air separation

facilities, are recognized primarily based on cost incurred

to date compared with total estimated cost. Changes 

to total estimated cost and anticipated losses, if any, 

are recognized in the period determined.

Cash  and  Cash  Equ iva l en ts — Cash equivalents

are considered to be highly liquid securities with original

maturities of three months or less.

I nvento r i es — Inventories are stated at the lower of

cost or market. Cost is determined generally using the

last-in, first-out (LIFO) method for certain U.S. operations

and the average cost method for most other operations.

Proper ty,  P l an t  and  Equ ipment — net —

Property, plant and equipment are carried at cost, net 

of accumulated depreciation. Depreciation is calculated

on the straight-line method based on the estimated 

useful lives of the assets which range from 3 to 40

years. Praxair generally uses accelerated depreciation

methods for tax purposes where appropriate. The

Company periodically reviews the recoverability of long-

lived assets based upon anticipated cash flows gener-

ated from such assets.

Fo re i gn  Cur rency  Trans l a t i on — For interna-

tional subsidiaries where the local currency is the func-

tional currency, translation gains and losses are reported

as part of the accumulated other comprehensive income

(loss) (cumulative translation adjustment) component 

of shareholders’ equity. For international subsidiaries

operating in hyperinflationary economies, the U.S. dollar

is the functional currency and translation gains and

losses are included in income.

As required by accounting standards, effective

January 1, 1998, Brazil is no longer a hyperinflationary

economy. Accordingly, Praxair’s majority owned sub-

sidiary in Brazil (White Martins) designated the Brazilian

Real as its functional currency instead of the U.S. dollar.

This change required Praxair to record a one-time cumu-

lative adjustment for additional deferred income taxes 

of $81 million with offsetting balance sheet adjustments

to the accumulated other comprehensive income (loss)

(cumulative translation adjustment) component of share-

holders’ equity, and minority interests of $57 million 

and $24 million, respectively.

F inanc ia l  I ns t ruments — Praxair enters into various

derivative financial instruments to manage its exposure

to fluctuating interest and currency exchange rates.

Such instruments include interest rate swap and forward

rate agreements, and currency swap, forward and option

contracts. These instruments are not entered into for

trading purposes. Praxair only uses commonly traded

and non-leveraged instruments. 
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Interest rate swap and forward rate agreements

involve the exchange of fixed and floating interest 

payments without the exchange of the underlying prin-

cipal amounts. The differential to be paid or received is

recognized as an adjustment to interest expense. The

notional amounts of interest rate swap and forward rate

agreements do not exceed the underlying debt principal

amounts. If an interest rate swap or forward rate agree-

ment is terminated before its maturity, any gain or loss

is deferred and amortized as interest expense over the

remaining life of the underlying debt or the remaining 

life of the swap, if shorter. 

Currency swap, forward and option contracts 

are generally entered into to hedge recorded balance

sheet amounts related to international operations, firm

commitments that create currency exposures and pro-

jected net income. Gains and losses on hedges of assets

and liabilities are recorded in other income (expenses) —

net as offsets to the gains and losses from the under-

lying hedged amounts; gains and losses on hedges of

net investments are reported on the balance sheet as

part of the accumulated other comprehensive income

(loss) (cumulative translation adjustment) within share-

holders’ equity; and gains and losses on hedges of 

firm commitments are recorded on the balance sheet

and included in the basis of the underlying transaction.

Forward exchange contracts that cover exposures

which do not qualify for hedge accounting (e.g., net

income hedges) are recorded in other income (expenses) —

net on a fair market value basis. 

Praxair uses the following methods and assumptions

to estimate the fair value of each class of financial instru-

ment. Due to their nature, the carrying value of cash,

short-term investments and short-term debt, receivables

and payables approximates fair value. The fair value of

long-term debt is estimated based on the quoted market

prices for the same or similar issues. The fair value of

interest rate swaps and currency exchange contracts are

estimated based on market prices obtained from dealer

quotes. Such quotes represent the estimated amount

Praxair would receive or pay to terminate the agreements

taking into consideration current rates and the credit

worthiness of the counterparties (see Note 5).

Patents ,  Trademarks  And  Goodwi l l —

Amounts paid for patents and the excess of the purchase

price over the fair value of the net assets of acquired

operations (goodwill) are recorded as other long-term

assets. Patents are amortized over their remaining useful

lives, while trademarks and goodwill are amortized over

the estimated period of benefit, up to forty years. Praxair

periodically evaluates the recoverability of patents, trade-

marks and goodwill by assessing whether the unamor-

tized balance can be recovered over its remaining life

through cash flows generated by the underlying tangible

assets. Should the expected undiscounted cash flows

be less than the carrying amount of the intangible asset,

an impairment loss would be recognized. 

Research  And  Deve lopment — Research and

development costs are charged to expense as incurred.

I n come  Taxes — Deferred income taxes are recorded

for the temporary differences between the financial

statement and tax bases of assets and liabilities using

current tax rates. 

Ret i rement  P rog rams — Most Praxair employees

worldwide are covered by various pension plans. The

cost of pension benefits under these plans is deter-

mined using the “projected unit credit” actuarial cost

method. Funding of pension plans varies and is in 

accordance with local laws and practices.

Praxair accrues the cost of retiree life and health

insurance benefits during the employees’ service period

when such benefits are earned. 

Postemp loyment  Benef i t s — Praxair recognizes

the estimated cost of future benefits provided to former

and inactive employees after employment but before

retirement on the accrual basis.

Stock -Based  Compensat i on — Praxair accounts

for incentive plans and stock options using the provi-

sions of Accounting Principles Board Opinion No. 25,

Accounting for Stock Issued to Employees. Pro forma

information required by Statement of Financial

Accounting Standards (SFAS) No. 123, Accounting for

Stock-Based Compensation, is included in Note 9.

Earn i ngs  Pe r  Share — Basic earnings per share is

computed by dividing net income for the period by the

weighted average number of Praxair common shares

outstanding. Diluted earnings per share is computed 

by dividing net income for the period by the weighted

average number of Praxair common shares outstanding

and dilutive common stock equivalents. Stock options

for 6,662,005 and 4,604,610 shares were not included
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in the computation of diluted earnings per share for 

the years ended December 31, 2000 and December 31,

1999, respectively, because the exercise prices were

greater than the average market price of the common

stock. All references in the consolidated financial state-

ments are to diluted earnings per share unless stated

otherwise. The difference between the number of shares

used in the basic earnings per share calculation com-

pared to the diluted earnings per share calculation is due

to the dilutive effect of outstanding stock options.

Account i ng  Change — In accordance with the

American Institute of Certified Public Accountants (AICPA)

Statement of Position (SOP) 98-5, Reporting on the

Costs of Start-Up Activities, Praxair recorded an after-

tax-charge of $10 million in the first quarter of 1999 

as the cumulative effect of an accounting change.

Recent l y  I s sued  Account i ng  S tandards —

In June 1998, The Financial Accounting Standards

Board (FASB) issued Statement of Financial Accounting

Standards (SFAS) No. 133, Accounting for Derivative

Instruments and Hedging Activities, and later amended

by SFAS No. 137 and 138, and is effective January 1,

2001. SFAS No. 133 requires all derivatives to be

recorded at their fair values. Changes in their fair values

will be recognized in earnings as offsets to the changes

in the fair values of the hedged assets, liabilities, and

firm commitments; or, deferred as a separate compo-

nent of accumulated other comprehensive income (loss)

until the hedged transaction occurs and is recognized 

in earnings. The ineffective portion of a hedging deriva-

tive’s change in fair value will be immediately recognized

in earnings. As summarized in Note 5, at December 31,

2000, Praxair has interest rate swap or forward starting

swap agreements outstanding with a notional value

totaling $780 million. Of these, swaps with notional

amounts totaling $700 million have been designated as,

and are effective as, hedges of outstanding debt instru-

ments or lease obligations. The Company also has 

currency exchange forward contracts outstanding with

notional amounts totaling $248 million which are effec-

tive economic hedges but, are not designated as hedges 

for accounting purposes. For the quarter ended March

31, 2001, Praxair will record a one-time after-tax charge

as a cumulative effect adjustment for the initial adoption

of SFAS No. 133 totaling $2 million in its statement of

operations, and an unrealized loss of $4 million in accu-

mulated other comprehensive income (loss). 

In accordance with Emerging Issues Task Force

(EITF) Consensus No. 2000-15, Classification in the

Statement of Cash Flows of the Income Tax Benefit

Received by a Company Upon Exercise of a Nonqualified

Employee Stock Option, Praxair has included the tax

benefit associated with the exercise of stock options as

cash flows from operations. Such tax benefits were 

previously reported as financing cash flows ($5 million

in 2000, $16 million in 1999 and $8 million in 1998).

Rec lass i f i cat i ons — Certain prior years’ amounts

have been reclassified to conform to the current 

year’s presentation. 
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Note  2 Spec ia l  Charges

2000  Repos i t i on i ng  and  Spec ia l  Charges —

In the fourth quarter of 2000, Praxair recorded pre-tax

charges totaling $159 million and $2 million of equity

income charges ($117 million after tax, or $0.73 per

diluted share) for severance and other costs associated

with a repositioning program that will realign Praxair’s

resources with its target markets. The charge also

includes costs related to asset write-downs associated

with non-strategic activities and related working capital.

The charges were determined based on formal plans

approved by management using the best information

available. Any differences with amounts ultimately

incurred will be adjusted when determined.

The severance costs of $48 million are for the 

termination of 811 employees in connection with initia-

tives in North and South America, Northern Europe,

Surface Technologies, Asia, global supply systems, and

corporate. These initiatives involve a number of actions

to reorganize Praxair’s marketing, business support 

and administrative functions around the world in order

to align the organization more closely with its customers

and to improve productivity. In North America, the U.S.

business is consolidating its operations into four geo-

graphic regions and the segment is taking other actions

to streamline the organization and increase productivity.

The South America and Europe initiatives are related to

ongoing productivity improvements. Praxair’s Surface

Technologies’ business is taking actions in the U.S.,

Europe and Asia to close or consolidate various opera-

tions and facilities, and to improve productivity. In the

All Other segment, several actions have been initiated or

are planned: (i) Praxair will consolidate certain packaged

gases operations and facilities in India; (ii) Praxair has

shutdown and written-off its investment in MetFabCity

and e-business support activities in India; and, (iii) 

corporate and global supply systems will reduce staff 

as a result of continued productivity initiatives. 

At December 31, 2000, approximately 200 positions were

eliminated and the remaining actions are planned to be

completed in 2001. In 2000, MetFabCity losses recorded

in consolidated operating profit were $12 million.

Other costs include plant closures, consolidations,

or cancellations (primarily in Asia and global supply 

systems), and product-line termination costs totaling 

$44 million; and, the write-off of other assets totaling an

additional $67 million. Other assets include Praxair’s

investment in MetFabCity and other e-commerce initia-

tives ($22 million), future lease obligations for space that

will no longer be used ($16 million), and various other

assets and working capital write-offs or write-downs.  

The cash requirements of the repositioning 

program are estimated to be approximately $68 million

in total of which approximately $54 million is expected

to be paid in 2001. Cash requirements in 2000 were

minimal and remaining amounts beyond 2001, primarily

for long-term lease obligations, will be paid primarily

through 2006. 

The repositioning and special charges are recorded

as follows: $47 million in cost of sales, $21 million in

selling, general and administrative and $91 million in

other income (expenses) — net (see Note 7).  

Additionally, in the first quarter of 2000 Praxair 

initiated a program to reposition the Surface Technolo-

gies operations as a result of adverse market conditions

in the aerospace original equipment and computer disk

drive markets. Praxair recorded a $5 million pre-tax

charge to other income (expenses) — net, including

approximately $4 million for employee severance costs

and $1 million related to other exit costs. The program

included the closure of two U.S. facilities and headcount

reductions of 150 employees located at these facilities

and others. As of December 31, 2000, the program 

is completed.
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1998  Spec ia l  Charges — In the fourth quarter 

of 1998, Praxair recorded a charge of $29 million 

($18 million after tax, or $0.11 per diluted share) related

to its investment in Indonesia ($19 million or $11 million

after tax) and an anticipated loss on an air separation

plant under construction for a third party ($10 million 

or $7 million after tax).

Refer to Note 10 for an analysis of the accrued liabil-

ity balances related to these and previous special charges.

Note  3 Segment  In fo rmat ion

Praxair operates principally in the industrial gases 

business through three reportable operating segments:

North America, South America and Europe. In addition,

Praxair operates its worldwide Surface Technologies

business through its wholly-owned subsidiary, Praxair

Surface Technologies, Inc. The All Other category is

composed of Praxair’s industrial gases business in Asia,

Praxair’s global supply systems business which designs,

engineers and builds equipment that produces industrial

gases (for internal use and external sale), and other

globally managed functions including procurement, global

marketing and business development, which includes

MetFabCity, Inc. Corporate includes costs related to 

corporate functions. 

The accounting policies of the operating segments

are the same as those described in Note 1. Praxair 

evaluates the performance of its operating segments

based primarily on operating profit, excluding intercom-

pany royalties and special charges. Sales are determined

based on the country in which the legal subsidiary 

is domiciled and intersegment sales are not material.

Research and development costs relating to Praxair’s

industrial gases business are managed globally and 

for purposes of segment reporting are allocated to 

operating segments based on sales. Long-lived assets

includes property, plant and equipment; and patents,

trademarks and goodwill. 

The table below presents information about

reported segments for the years ended December 31,

2000, 1999, and 1998:

(Millions of dollars)

Segment Information 2000 1999 1998 

Sa les :

North America $3,026 $2,779 $2,752

South America 723 697 964

Europe 491 516 515

Surface Technologies 579 456 420

All Other 224 191 182

Total sales $5,043 $4,639 $4,833 

Segment  Operat i ng  

P ro f i t ( a ) :  

North America $ 559 $ 514 $ 533

South America(b) 174 163 199

Europe 124 123 109

Surface Technologies 58 74 73

All Other (20) (17) (6)

Corporate (29) (26) (23)

Total segment operating profit $ 866 $ 831 $ 885

Tota l  Asse ts ( c ) :

North America $4,191 $3,987 $3,917

South America 1,684 1,796 2,313

Europe 730 769 871

Surface Technologies 722 705 523

All Other 435 465 472

Total assets $7,762 $7,722 $8,096

Deprec i a t i on  and  

Amor t i zat i on :

North America $ 273 $ 260 $ 267

South America 89 86 116

Europe 44 49 47

Surface Technologies 39 30 23

All Other 26 20 14

Total depreciation and 

amortization $ 471 $ 445 $ 467 

Cap i ta l  Expend i tu res  

and  Acqu i s i t i ons :

North America $ 353 $ 339 $ 501

South America 396(d) 128 180

Europe 58 52 87

Surface Technologies 62 198 130

All Other 125 72 124

Total capital expenditures 

and acquisitions $ 994 $ 789 $1,022 

(continued)
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(Millions of dollars)

Segment Information 2000 1999 1998 

Sa les  by  Ma jo r  Count ry :

United States $2,737 $2,518 $2,508

Brazil 543 507 786

All Other Foreign 1,763 1,614 1,539

Total sales $5,043 $4,639 $4,833

Long - L i ved  Assets  

by  Ma jo r  Count ry :

United States $2,823 $2,752 $2,707

Brazil 941 1,037 1,505

All Other Foreign 2,105 2,044 1,935

Total long-lived assets $5,869 $5,833 $6,147

(a) During 2000, Praxair recorded pre-tax charges totaling $159 

million for repositioning and special charges and during 1998,

Praxair recorded pre-tax special charges totaling $29 million for

an impairment loss in Indonesia and a provision for an antici-

pated loss on the sale of an air separation plant to a third party,

both of which are not included in segment operating profit.

Following is a reconciliation of segment operating profit to

reported consolidated operating profit:

(Millions of dollars)

Special Charges 2000 1999 1998

Segment operating profit $866 $831 $885

Less special charges:

North America (19) – –

South America (8) – –

Europe (9) – –

Surface Technologies (19) – –

All Other (104) – (29)

Consolidated operating profit $707 $831 $856

(b) 1999 includes a $21 million operating profit benefit from net

income hedges in Brazil that were effectively closed out in the

1999 first quarter. 
(c) Includes equity investments as follows:

(Millions of dollars)

Equity Investments 2000 1999 1998

North America $ 73 $ 71 $ 66

Europe 75 77 101

Surface Technologies – 1 –

All other (Asia) 94 85 84

Total $242 $234 $251

(d) Includes $242 million related to the acquisition of additional

minority interests of White Martins in Brazil (see Note 7).

Note  4 Income  Taxes

Pre-tax income applicable to U.S. and foreign operations

is as follows:

(Millions of dollars)

Year Ended December 31, 2000 1999 1998

United States $114 $262 $277

Foreign 369 365 319

Total income before income taxes $483 $627 $596

The following is an analysis of the provision for 

income taxes:

(Millions of dollars)

Year Ended December 31, 2000 1999 1998

Current tax expense (benefit)

U.S. Federal $ (2) $ 39 $ 54

State and local 4 11 12

Foreign 66 49 50

Total current 68 99 116

Deferred tax expense (benefit)

U.S. Federal 20 49 29

Foreign 15 4 (18)

Total deferred 35 53 11

Total income taxes $103 $152 $127

Net deferred tax liabilities are comprised of the following:

(Millions of dollars)

December 31, 2000 1999

Defe r red  Tax  L i ab i l i t i e s

Fixed assets $715 $685

State and local 11 10

Other 145 164

Total deferred tax liabilities 871 859

Defe r red  Tax  Assets  

Benefit plans and related 175 194

Inventory 22 22

Alternative minimum tax and other credits 77 58

Carryforwards — gross 98 115

Other 119 72

491 461

Less: Valuation allowances 10 5

Total deferred tax assets 481 456

Net deferred tax liabilities $390 $403
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An analysis of the difference between the provision for

income taxes and the amount computed by applying the

U.S. statutory income tax rate to pre-tax income follows:

(Millions of dollars)

Year ended December 31, 2000 1999 1998

$ % $ % $ %

U.S. statutory income 

tax rate 169 35.0 219 35.0 208 35.0

State and local taxes 3 0.6 7 1.1 8 1.3 

U.S. tax credits (6) (1.2) (4) (0.6) (3) (0.5)

Foreign taxes (49) (10.2) (72) (11.6) (80) (13.4)

Other — net (14) (2.9) 2 0.3 (6) (1.0)

Provision for 

income taxes 103 21.3 152 24.2 127 21.4

The valuation allowances increased $5 million in 2000

(decreased $1 million in 1999 and $4 million in 1998) 

all relating to foreign net operating loss carryforwards

activity. At December 31, 2000, Praxair has approximately

$9 million of foreign net operating loss carryforwards

that expire principally through 2005, for which the deferred

tax asset has been fully reserved by valuation allowances.

During 2000, Italy decreased its top marginal tax

rate. During 1999, France, Japan and the United Kingdom

decreased and Brazil increased their top marginal tax

rate. The effects of these tax rate changes were immaterial. 

Provision has not been made for additional

Federal or foreign taxes at December 31, 2000 on $1,143

million of undistributed earnings of foreign subsidiaries

that are planned to be reinvested indefinitely. These

earnings could become subject to additional tax if they

were remitted as dividends, loaned to Praxair, or upon sale

of the subsidiary’s stock. It is not practicable to estimate

the amount or timing of the additional tax, if any, that

might eventually be payable on the foreign earnings.

Note  5 Debt  and  

F inanc ia l  Ins t ruments

Debt —The following is a summary of Praxair’s 

outstanding debt at December 31, 2000 and 1999:

(Millions of dollars)

Debt 2000 1999

Shor t - Te rm 

Commercial paper and U.S. borrowings $ – $ 632

Canadian borrowings 5 6

South American borrowings 73 65

Other International borrowings 81 53

Total short-term debt 159 756

Long -Te rm

U.S.:

Commercial paper and U.S. borrowings 852 –

6.25% Notes due 2000 – 75

6.70% Notes due 2001 250 250

6.625% Notes due 2003 75 75

6.75% Notes due 2003 300 300

6.15% Notes due 2003 250 250

6.85% Notes due 2005 150 150

6.90% Notes due 2006 250 250

6.625% Notes due 2007 250 250

8.70% Debentures due 2022 

(Redeemable after 2002) 300 300

Other borrowings 42 31

Canadian borrowings 176 177

South American borrowings 66 80

Other International borrowings 14 43

Obligations under capital leases 7 8

2,982 2,239

Less: current portion of long-term debt 341 128

Total long-term debt 2,641 2,111

Total debt $3,141 $2,995

In July 2000, Praxair entered into two new credit agree-

ments, that expire through 2005, totaling $1.5 billion 

to support commercial paper and other short-term U.S.

bank borrowings. These new agreements replaced the

previous credit agreement that was due to expire in

December 2000. The terms and financial covenants con-

tained in the new credit agreements are not significantly

different from the terms of its previous credit agreement.

No borrowings were outstanding under these agree-

ments at December 31, 2000 or 1999.

At December 31, 2000, $852 million of short-term

borrowings were classified as long-term debt because

of the Company’s intent to refinance this debt on a

long-term basis and the availability of such financing 
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under the terms of the credit agreements. At December

31, 1999, such borrowings were reclassified as short-

term debt because the existing credit agreement expired

within one year. At December 31, 2000 and December

31, 1999, the weighted-average interest rate on com-

mercial paper and U.S bank borrowings was 6.6% and

5.5%, respectively.

Praxair’s major bank credit and long-term debt

agreements contain various covenants which may,

among other things, restrict the ability of Praxair to

merge with another entity, incur or guarantee debt, sell

or transfer certain assets, create liens against assets,

enter into sale and leaseback agreements, or pay 

dividends and make other distributions beyond certain

limits. These agreements also require Praxair to meet

leverage and net worth ratios. At December 31, 2000,

Praxair was in compliance with all such covenants.

Excluding commercial paper and U.S. bank 

borrowings, scheduled maturities on long-term debt are:

2001, $341 million; 2002, $83 million; 2003, $686 million;

2004, $21 million; 2005, $159 million and $840 million

thereafter. At December 31, 2000, $174 million of

Praxair’s assets (principally international fixed assets)

were pledged as security for long-term debt including

the current portion of long-term debt.

At December 31, 2000, the estimated fair value 

of Praxair’s long-term debt portfolio was $2,985 million

versus a carrying value of $2,982 million. At December

31, 1999, the estimated fair value of long-term debt was

$2,207 million versus a carrying value of $2,239 million.

These differences are attributable to interest rate

changes subsequent to when the debt was issued.

F i nanc ia l  I ns t ruments — Praxair has entered into

various fixed interest rate swap agreements that effec-

tively convert variable rate interest and lease payments

to fixed rate interest and lease payments. At December

31, 2000 and 1999 respectively, Praxair had $430 million

and $80 million notional amount of interest rate swap

agreements outstanding. The scheduled maturities of

the swap agreements are: 2001, $330 million and 2002,

$100 million. Additionally, at December 31, 2000, Praxair

entered into $350 million notional amount of forward

starting fixed interest rate swaps, effective January 2,

2001 and expiring in 2002. The fair market value of these

swaps at December 31, 2000 was a loss of $7 million.

At December 31, 1999, the fair market value of the swaps

approximated their carrying amounts.

Praxair is also a party to currency exchange 

forward contracts to manage its exposure to changing

currency exchange rates. At December 31, 2000 and

1999, respectively, Praxair had $248 million and $272

million of currency exchange forward contracts out-

standing: $195 million to hedge recorded balance sheet

exposures ($222 million in 1999), $4 million to hedge

firm commitments generally for the purchase of equipment

related to construction projects ($13 million in 1999) and

$49 million to hedge future net income, accounted for

on a fair market value basis ($37 million in 1999, accounted

for on a mark-to-market basis). Additionally, at December

31, 2000, there was $6 million notional value of currency

exchange forward contracts that effectively offset 

($56 million in 1999). At December 31, 2000 and 1999,

the fair market value of currency exchange contracts

approximated their carrying amounts and the deferred

gains and losses on these contracts were not material. 

In January 1999, Praxair entered into currency

exchange forward contracts totaling $325 million for

estimated Brazilian net income in 1999 and to hedge a

portion of its Brazilian net investment. The net income

hedge contracts resulted in a pre-tax gain of $21 million

($14 million after tax and minority interest) and the net

investment hedge contracts resulted in a gain of approx-

imately $60 million (after tax and minority interest)

which was recognized on the balance sheet in the accu-

mulated other comprehensive income (loss) (cumulative

translation adjustment) component of shareholders’

equity. The cash proceeds relating to the pre-tax gain 

on the net investment hedges (approximately $89 million)

is shown in the financing section of the consolidated

statement of cash flows under the caption “Minority

transactions and other”, and the pre-tax gain relating 

to the net income hedges is shown under the caption 

“Net income” in operating cash flows. 

Counterparties to interest rate derivative contracts

and currency exchange forward contracts are major

financial institutions with credit ratings of investment

grade or better and no collateral is required. There are

no significant risk concentrations. Management believes

the risk of incurring losses related to credit risk is

remote and any losses would be immaterial.
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Note  6 Shareho lders ’  Equ i ty

At December 31, 2000, there were 500,000,000 

shares of common stock authorized (par value $.01 per

share) of which 166,309,105 shares were issued and

159,379,260 were outstanding. 

The Board of Directors of Praxair declared a divi-

dend distribution of one common stock purchase right

(a “Right”) for each share of Praxair’s common stock

outstanding at the close of business on June 30, 1992.

The holders of any additional shares of Praxair’s com-

mon stock issued after June 30, 1992 and before the

redemption or expiration of the Rights are also entitled

to one Right for each such additional share. Each Right

entitles the registered holders, under certain circum-

stances, to purchase from Praxair one share of Praxair’s

common stock at $47.33 (subject to adjustment). At no

time will the Rights have any voting power.

The Rights may not be exercised until 10 days

after a person or group acquires 15 percent or more of

Praxair’s common stock, or announces a tender offer

that, if consummated, would result in 15 percent or

more ownership of Praxair’s common stock. Separate

Rights certificates will not be issued and the Rights will

not be traded separately from the stock until then.

Should an acquirer become the beneficial owner

of 15 percent or more of Praxair’s common stock (other

than as approved by Praxair’s Board of Directors) and

under certain additional circumstances, Praxair Right-

holders (other than the acquirer) would have the right 

to buy common stock in Praxair, or in the surviving

enterprise if Praxair is acquired, having a value of two

times the exercise price then in effect. Also, Praxair’s

Board of Directors may exchange the Rights (other than

the acquirer’s Rights which will have become void), 

in whole or in part, at an exchange ratio of one share 

of Praxair common stock (and/or other securities, cash

or other assets having equal value) per Right (subject 

to adjustment).

The Rights will expire on June 30, 2002, unless

exchanged or redeemed prior to that date. The redemp-

tion price is $.001 per Right. Praxair’s Board of Directors

may redeem the Rights by a majority vote at any time

prior to the 20th day following public announcement

that a person or group has acquired 15 percent of

Praxair’s common stock. Under certain circumstances,

the decision to redeem requires the concurrence of a

majority of the independent directors.

Note  7 Supp lementary  Income

Sta tement  In fo rmat ion

(Millions of dollars)

Year Ended December 31, 2000 1999 1998

Cost  o f  Sa les

Cost of sales $3,028 $2,732 $2,807

Repositioning and special charges(a) 47 – –

$3,075 $2,732 $2,807

Se l l i ng ,  Genera l  and  

Admin i s t rat i ve

Selling $ 329 $ 314 $ 328

General and administrative 333 327 316

Repositioning and special charges(a) 21 – –

$ 683 $ 641 $ 644

Deprec i a t i on  and  

Amor t i zat i on

Depreciation and other $ 438 $ 413 $ 430

Goodwill amortization 33 32 37

$ 471 $ 445 $ 467

Other  I ncome  

( Expenses ) —Net

Investment income $ 10 $ 9 $ 14

Currency(b) 10 38 1

Partnership income 9 7 12 

Repositioning and special charges(a) (91) – (29)

Other 20 23(c) 15

$ (42) $ 77 $ 13

I n te res t  Expense

Interest incurred on debt $ 248 $ 234 $ 296

Interest capitalized (24) (30) (36)

$ 224 $ 204 $ 260

Minor i ty  I n te res ts

Minority interests(d) $ (24) $ (39) $ (49)

Preferred stock dividends (3) (6) (6)

$ (27) $ (45) $ (55)

(a) During the fourth quarter 2000, Praxair recorded pre-tax reposi-

tioning and special charges totaling $159 million and in 1998,

Praxair recorded pre-tax special charges of $29 million (see Note 2).
(b) Includes a $21 million gain related to net income hedges in

Brazil in 1999 (see Note 5) and gains from net income hedges 

in both 2000 and 1999, primarily in Europe.
(c) Includes $50 million of income related to the redemption of 

preference shares from an earlier business sale and $12 million

of income related to the collection of a note receivable from an

earlier business sale, with offsetting costs related to postem-

ployment benefits and an anticipated loss on the sale of an air

separation plant under construction for a third party. 
(d) As a result of a tender offer in 2000 and a rights offering in

1999, Praxair increased its ownership interest in its South

American subsidiary, S.A. White Martins (White Martins), from

69.3% at December 31, 1998 to 76.6% at December 31, 1999,

and to 98.6% at December 31, 2000. Praxair paid $242 million in

connection with the tender offer in 2000, and as consideration

for the additional shares it purchased during the rights offering

in 1999, Praxair used approximately $138 million of intercom-

pany loans it had previously made to White Martins.

Approximately $15 million of the 1999 rights offering was 

purchased by minority shareholders.
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Note  8 Pre fe r red  S tock

At December 31, 2000 and 1999, there were 25,000,000

shares of preferred stock (par value $.01 per share)

authorized, of which, 200,000 shares were issued and

outstanding at December 31, 2000 (750,000 shares

were outstanding in 1999). During the second quarter 

of 2000, the 7.48% Series A Cumulative Preferred Stock

was redeemed for $55,000,000. No dividends may 

be paid on Praxair common stock unless preferred stock

dividends have been paid, and the preferred stock has

limited voting rights. Dividends are included in minority

interests on the consolidated statement of income.

Following is a summary of the Series B Preferred Stock

outstanding at December 31, 2000:

Ser i es  B  P re fe r red  S tock —There are 200,000

outstanding shares of Praxair 6.75% Cumulative

Preferred Stock, Series B which are entitled to receive

cumulative annual dividends of $6.75 per share, payable

quarterly. The Series B Preferred Stock is mandatorily

redeemable on, but not prior to, September 5, 2002 at a

price of $100 per share and has a liquidation preference

of $100 per share.

Note  9 Incent ive  P lans  

and  S tock  Opt ions

At December 31, 2000, the 1992 Praxair Long-Term

Incentive Plan (the “1992 Plan”) and the 1996 Praxair,

Inc. Performance Incentive Plan (the “1996 Plan”) 

provide for granting of nonqualified or incentive stock

options, stock grants, performance awards, and other

stock-related incentives for key employees. On February

21, 2001, the Board of Directors terminated the 1996

Plan effective on February 28, 2001 and adopted the

2002 Praxair, Inc. Long-Term Incentive Plan (the “2002

Plan”), effective January 1, 2002. 

Under the 1992 Plan, which expires on December

31, 2001, the total number of shares available for

options or stock grants in each calendar year may not

exceed one percent of the number of shares outstand-

ing on the first day of each year, plus any shares that

were available but not used in a prior year up to two

percent of the total number of shares outstanding on

the first day of the year of the grant. Exercise prices for

Incentive Stock Options must be equal to the closing

price of Praxair’s common stock on the date of the

grant. The options issued under the 1992 Plan become

exercisable only after one or more years, and the option

term can be no more than ten years.

Under the 1996 Plan, before being terminated

effective on February 28, 2001, the number of shares 

of stock available for options or share grants in each

calendar year was limited to a percentage of the total

number of shares of common stock outstanding. The

provisions of the 1996 Plan governing the granting and

administration of stock options are identical to those 

in the 1992 Plan. 

Under the 2002 Plan, the number of shares avail-

able for option or stock grants is limited to a total of

7,900,000 shares for the ten-year term of the Plan. The

2002 Plan provides for the granting of only nonqualified

and incentive stock options, stock grants and perform-

ance awards and further provides that the aggregate

number of shares granted as restricted stock or pur-

suant to performance awards may not exceed 20% of

the total shares available under the Plan. The 2002 

Plan also provides calendar year per-participant limits 

on grants of options, restricted stock and performance

awards. Exercise prices for options granted under the

2002 Plan may not be less than the closing market price

of the Company’s common stock on the date of grant

and granted options may not be repriced or exchanged

without shareholder approval. Options granted under

the 2002 Plan become exercisable after a minimum of

one year and have a maximum duration of 10 years.

Both officer and non-officer employees are eligible for

awards under the 2002 Plan.
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Effective January 1, 1997, Praxair initiated a

three-year long-term incentive program by granting 

performance share equivalents and stock options to 

corporate officers and other key employees under the

applicable Incentive Plan. Because Praxair’s average

annual earnings per share growth for the three year 

performance period was 10.7% versus the 15% target

established for this program, 71.1% of the performance

share equivalents or 652,421 share equivalents vested

on January 1, 2000, according to a pre-determined 

formula. Vested performance share equivalents were

distributed primarily in shares of Praxair, Inc. common

stock in March 2000. Pre-tax compensation expense

related to this plan totaled $33 million ($10 million in

1999, $8 million in 1998 and $15 million in 1997). 

The following table summarizes the changes 

in outstanding shares under option and performance

share equivalents for 2000, 1999, and 1998 (options 

in thousands):

Stock Options

Average Performance 

Exercise Share 

Activity Options Price Equivalents(a)

Outstanding at

December 31, 1997 10,899 $25.20 968

Granted 2,022 $40.98 14 

Exercised (889) $19.63 –

Cancelled or expired (60) $46.00 (31) 

Outstanding at

December 31, 1998 11,972 $28.17 951

Granted 2,946 $40.98 –

Exercised ( 2,138) $19.48 –

Cancelled or expired (104) $44.78 (299)

Outstanding at

December 31, 1999 12,676 $32.47 652

Granted 3,050 $42.40 –

Exercised (1,001) $15.19 –

Vested – – (652)

Cancelled or expired (179) $43.72 –

Outstanding at

December 31, 2000(b) 14,546 $35.60 –

Options exercisable at:

December 31, 1998 7,728 $18.95

December 31, 1999 6,650 $23.86

December 31, 2000(b) 8,684 $31.48

(a) The weighted-average price per share on the date performance

share equivalents were granted was $50.26 in 1998 and $46.25

in 1997. 

(b) The following table summarizes information about options 

outstanding and exercisable at December 31, 2000 (options in

thousands, life in years):

Outstanding Exercisable

Range of Average Number Average Number Average

Exercise Remaining of Exercise of Exercise

Prices Life Options Price Options Price

$ 9.80–$13.95 0.7 1,254 $12.37 1,254 $12.37

$15.50–$24.38 2.9 2,531 $18.12 2,531 $18.12

$26.25–$36.25 7.5 2,206 $33.92 1,031 $33.47

$36.44–$46.00 8.6 4,980 $41.84 1,253 $40.59

$46.13–$56.13 7.0 3,575 $48.49 2,615 $48.42

$9.80–$56.13 6.4 14,546 $35.60 8,684 $31.48 

Pro  fo rma  i n fo rmat i on :

SFAS No. 123 requires Praxair to disclose pro forma net

income and pro forma earnings per share amounts as if

compensation expense was recognized for options

granted after 1994. Using this approach, pro forma net

income and the related basic and diluted earnings per

share amounts would be as follows: 

Year Ended December 31, 2000 1999 1998

Net  I ncome :

As reported $ 363 $ 431 $ 425

Pro forma $ 335 $ 411 $ 409

Bas i c  Ea rn i ngs  

pe r  Share :

As reported $2.28 $2.71 $2.68

Pro forma $2.11 $2.58 $2.58

D i l u ted  Ea rn i ngs  

pe r  Share :

As reported $2.25 $2.66 $2.60

Pro forma $2.08 $2.53 $2.50

The weighted average fair value of options granted 

during 2000 was $15.46 ($13.80 in 1999 and $12.57 in

1998). These values, which were used as a basis for 

the pro forma disclosures, were estimated using the

Black-Scholes Options-Pricing Model with the following

weighted average assumptions used for grants in 2000,

1999, and 1998:

Year Ended December 31, 2000 1999 1998

Dividend yield 1.0% 1.0% 1.0%

Volatility 33.0% 31.0% 28.0%

Risk-free interest rate 6.4% 5.5% 5.2%

Expected term — years 5.0 5.0 5.0

These pro forma disclosures may not be representative

of the effects for future years since options vest over

several years, and additional awards generally are made

each year.
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Note  10 Supp lementary  

Ba lance  Shee t  In fo rmat ion

(Millions of dollars)

December 31, 2000 1999

Accounts  Rece ivab le  

Trade $ 873 $ 846

Other 39 36

912 882

Less: allowance for doubtful accounts(a) 36 34

$ 876 $ 848

I nvento r i es ( b )

Raw materials and supplies $ 98 $ 104

Work in process 38 50

Finished goods 161 156

$ 297 $ 310

Proper ty,  P l an t  and  

Equ ipment — Net

Land and improvements $ 199 $ 190

Buildings 566 562

Machinery and equipment 7,589 7,209

Construction in progress and other 539 620

Less: accumulated depreciation 4,122 3,861

$4,771 $4,720

Other  Long -Te rm Assets  

Patents, trademarks and goodwill(c) $1,097 $1,113

Deposits(d) 35 34

Other 256 286

$1,388 $1,433

Other  Cur ren t  L i ab i l i t i e s

Accrued accounts payable $ 136 $ 132

Payrolls 93 102

Employee benefits and related 25 41

Special charges(e) 59 5

Accrued interest payable 39 37

Other 107 88

$ 459 $ 405

Other  Long -Te rm L i ab i l i t i e s  

Employee benefits and related $ 441 $ 462

Special charges(e) 19 7

Other(d) 88 93

$ 548 $ 562

Defe r red  C red i t s

Income taxes(f) $ 461 $ 434

Deferred gain on sale leaseback (Note 12) 152 152

Other 6 14

$ 619 $ 600

(continued)

(Millions of dollars)

December 31, 2000 1999

Accumu lated  Other  

Comprehens ive  I ncome  ( Loss )  

(cumulative translation adjustment)

North America $ (177) $(167)

South America(g) (593) (494)

Europe (174) (123)

Surface Technologies (17) (8)

All Other (50) (36)

$(1,011) $(828)

(a) Provisions to the allowance for doubtful accounts were 

$19 million, $22 million and $13 million in 2000, 1999, and

1998, respectively. 
(b) Approximately 33% of total inventories were valued using the

LIFO method at December 31, 2000 (31% in 1999). If inventories

had been valued at current costs, they would have been approx-

imately $28 million and $26 million higher than reported at

December 31, 2000 and 1999, respectively.
(c) Net of accumulated amortization of $180 million in 2000 and

$161 million in 1999.
(d) $35 million and $24 million of other long-term assets and 

other long-term liabilities in Brazil have been offset in 2000 and

1999, respectively.
(e) The table below summarizes the activity (primarily new charges,

cash payments and asset write-offs) in the accrual for special

charges. The accrual includes special programs in 1996 and 1997

as described in the table below, and other programs in 1998 and

2000 as described in Note 2. The remaining other charges at

December 31, 2000 are related to the 2000 repositioning program

and future lease payments from earlier programs.

(Millions of dollars)

Other Total

Accrual—Special Charges Severance Charges Accrual

Balance, January 1, 1996 $ – $ – $ –

CBI integration* 50 35 85

1996 activity (29) (10) (39)

Balance, December 31, 1996 21 25 46

North American 

packaged gases* – 10 10

1997 activity (21) (9) (30)

Balance, December 31, 1997 – 26 26

1998 activity – (8) (8)

Balance, December 31, 1998 – 18 18

1999 activity – (6) (6)

Balance, December 31, 1999 – 12 12

Surface Technologies 

repositioning program 4 1 5

Repositioning and 

special charges 48 111 159 

2000 activity (7) (91) (98)

Balance, December 31, 2000 $ 45 $ 33 $ 78

* In 1996, Praxair recorded a charge of $85 million for the inte-

gration of the Liquid Carbonic business of CBI and Praxair, and

in 1997 recorded a $10 million charge related primarily to profit

improvement initiatives in its North American packaged gases

business. 
(f) Deferred income taxes related to current items are included in

prepaid and other current assets in the amount of $71 million 

in 2000 and $31 million in 1999. The increase in 2000 is a result

of the repositioning program (see Note 2).
(g) Consists primarily of currency translation adjustments in Brazil

and is net of a $60 million gain related to Brazilian net invest-

ment hedges (see Note 5). 
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Note  11 Ret i rement  P rograms

Pens ions — Praxair has two main U.S. retirement pro-

grams which are non-contributory defined benefit plans,

the Praxair Retirement Program and the CBI Retirement

Program. Pension benefits for both are based predomi-

nantly on years of service, age and compensation levels

prior to retirement. Pension coverage for employees of

Praxair’s international subsidiaries generally is provided

by those companies through separate plans. Obligations

under such plans are typically provided for by depositing

funds with trustees, under insurance policies, or by

book reserves.

Praxair’s North American packaged gases business

has two defined contribution plans. Company contribu-

tions to these plans are calculated as a percentage of

salary based on age plus service. U.S. employees may

supplement the company contributions up to the maxi-

mum allowable by IRS regulations. Certain international

subsidiaries of the Company (including White Martins 

in Brazil, effective in 2000) also sponsor defined con-

tribution plans where contributions are determined

under various formulas. The cost for these plans was

$7 million in 2000, and $5 million in 1999 and 1998 (not

included in the tables that follow). 

U.S. employees other than the packaged gas busi-

ness are eligible to participate in a defined contribution

savings plan. Employees may contribute up to 18% of

their compensation, subject to the maximum allowable

by IRS regulations. Company contributions to this plan

are calculated on a graduated scale based on employee

contributions to the plan. The cost for this plan was 

$10 million in 2000, 1999 and 1998 (not included in the

tables that follow).

Post re t i rement  Benef i t s  Othe r  Than

Pens ions  (OPEB ) —Praxair provides health care and

life insurance benefits to certain eligible retired employees.

These benefits are provided through various insurance

companies and health care providers. Praxair is obli-

gated to make payments for a portion of postretirement

benefits related to retirees of Praxair’s former parent. 

As part of the CBI acquisition in 1996, Praxair assumed

responsibility for health care and life insurance benefit

obligations for CBI’s retired employees. Praxair does not

currently fund its postretirement benefits obligations.

Praxair retiree plans may be changed or terminated 

by Praxair at any time for any reason with no liability 

to current or future retirees.

Pens ion  and  Pos t re t i rement  Benef i t  Cos ts  

The components of net pension and OPEB costs for 2000, 1999 and 1998 are shown below:

(Millions of dollars)

Pensions OPEB

Year Ended December 31, 2000 1999 1998 2000 1999 1998

Net  Benef i t  Cos t

Service cost $ 30 $ 35 $ 35 $ 6 $ 7 $ 7

Interest cost 64 63 59 15 13 13

Expected return on assets (78) (72) (67) – – (1)

Curtailment/Settlement (gains) (6) – – – – –

Net amortization and deferral (3) (1) – (5) (7) (9)

Net periodic benefit cost $ 7 $ 25 $ 27 $16 $13 $10
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The changes in benefit obligation and plan assets and the funded status reconciliation as of December 31, 2000 and

1999 for Praxair’s significant pension and OPEB programs are shown below:

(Millions of dollars)

Pensions

2000 1999 OPEB

Year Ended December 31, US INTL US INTL 2000 1999

Change  i n  Benef i t  Ob l i gat i on

Benefit obligation, January 1 $ 661 $310 $ 678 $339 $ 215 $ 227

Service cost 22 8 24 11 6 7

Interest cost 50 15 46 18 16 14

Participant contributions – – – – 9 8

Plan amendments (9) – – – (9) (12)

Actuarial loss (gain) 18 (4) (60) (2) 20 2

Benefits paid (37) (18) (27) (15) (25) (25)

Curtailment/Settlement (gains) – (50) – – – – 

Currency translation – (18) – (41) (2) (6)

Benefit obligation, December 31 $ 705 $243 $ 661 $310 $ 230 $ 215

Change  i n  P l an  Asse ts

Fair value of plan assets, January 1 $ 696 $299 $ 643 $285 $ 5 $ 7

Actual return on plan assets (2) 20 77 41 – 1

Company contributions – 2 – 7 – –

Settlement (gains) – (35) – – – –

Benefits paid (28) (18) (24) (12) (5) (3)

Currency translation – (9) – (22) – –

Fair value of plan assets, December 31 $ 666 $259 $ 696 $299 $ – $ 5

Funded  S tatus  Reconc i l i a t i on

Funded status, December 31 $ (39) $ 16 $ 35 $(11) $(230) $(210)

Unrecognized (gains) losses — net (66) (34) (145) (29) 14 (7)

Unrecognized prior service cost (5) 2 5 7 (24) (22)

Unrecognized transition amount – (2) (2) – – –

Prepaid (accrued) benefit cost, December 31 $(110) $ (18) $(107) $ (33) $(240) $(239)

The projected benefit obligation, accumulated benefit

obligation, and fair value of plan assets for the pension

plans with accumulated benefit obligations in excess 

of plan assets were $173 million, $153 million, and

$117 million, respectively, as of December 31, 2000

($192 million, $176 million and $126 million, respec-

tively, as of December 31, 1999).

The weighted average or range of assumptions

for the Company’s pension and OPEB benefit plans

were as follows:

U.S. Plans International Plans 

Year Ended December 31, 2000 1999 2000 1999

Discount rate 7.50% 7.75% 3-11% 4-9%

Rate of increase in 

compensation levels 4.50% 4.75% 3-8% 2-7%

Expected long-term rate 

of return on plan assets 9.5% 9.5% 7-12% 6-10%

For measurement purposes, a 7.0% annual rate of

increase in the per capita cost of covered health care

benefits was assumed for 2001, gradually reducing to

5.25% in 2005 and thereafter. These health care cost

trend rate assumptions have an impact on the amounts

reported. To illustrate the effect, a one-percentage point

change in assumed health care cost trend rates would

have the following effects:

(Millions of dollars)

One-Percentage One-Percentage

Sensitivity Point Increase Point Decrease

Effect on the total of 

service and interest 

cost components of 

net OPEB benefit cost $1 $(1)

Effect on OPEB benefit 

obligation $8 $(8)
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Note  12 Leases

For operating leases, primarily involving manufacturing

and distribution equipment and office space, noncance-

lable commitments extending for more than one year

will require the following future minimum payments at

December 31, 2000:

Lease Payments* (Millions of dollars)

2001 $99 2004  $ 43

2002 $66 2005 $ 36

2003 $52 after 2005 $136

*Excludes $16 million related to the 2000 repositioning and special

charges (see Note 2).

Included in these totals are $45 million of lease com-

mitments to Praxair’s former parent company, principally

for office space. Total lease and rental expenses under

operating leases were $95 million in 2000, $94 million

in 1999 and $80 million in 1998, excluding $16 million

related to the 2000 repositioning and special charges

(see Note 2). The present value of the future lease pay-

ments under operating leases is approximately $328 

million at December 31, 2000.

During 1999 and 1998, Praxair sold and leased

back certain U.S. distribution and liquid storage equip-

ment for $80 million and $150 million, respectively.

These operating leases have an initial two-year term

with purchase and lease renewal options at projected

future fair market values beginning in 2001 and 2000,

respectively. In September 2000, Praxair renewed 

the $150 million operating lease for an additional year. 

In December 2000, Praxair notified the lessor of its

intent to renew the $80 million operating lease 

commencing March 2001.

Note  13 Commi tments  

and  Cont ingenc ies

In the normal course of business, Praxair is involved 

in legal proceedings and claims with both private and

governmental parties. These cover a variety of items,

including product liability and environmental matters. 

In some of these cases, the remedies that may be sought

or damages claimed are substantial. While it is impos-

sible at this time to determine with certainty the ultimate

outcome of any of these cases, in the opinion of man-

agement, they will not have a material adverse effect on

the consolidated financial position of Praxair or on the

consolidated results of operations or cash flows in a

given year. Should any losses be sustained in connection

with any of these cases in excess of provisions there-

fore, they will be charged to income in the future.

Praxair has entered into operating leases on 

distribution and liquid storage equipment which include

residual value guarantees not to exceed $196 million.

Management expects any losses under these guaran-

tees to be remote.

At December 31, 2000, the estimated cost of

completing authorized construction projects in the normal

course of business is $175 million. 
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Note  14 Quar te r ly  Da ta  (Unaud i ted )

(Millions of dollars, except per share data)

2000 1Q 2Q 3Q 4Q(a) Year 

Sales $1,230 $1,265 $1,275 $1,273 $5,043 

Cost of sales $ 722 761 776 816 $3,075 

Depreciation and amortization $ 118 118 117 118 $ 471 

Operating profit $ 213 219 218 57  $ 707 

Net income $ 114 $ 122 $ 122 $ 5 $ 363 

Bas i c  pe r  Share  Data :  

Net income $ .72 $ .77 $ .77 $ .03 $ 2.28 

Weighted average shares (000’s) 159,433 158,515 158,912 159,633 159,123 

D i l u ted  pe r  Share  Data :  

Net income $ .71 $ .76 $ .76 $ .03 $ 2.25 

Weighted average shares (000’s) 161,575 160,629 160,854 161,305 161,092 

(Millions of dollars, except per share data)

1999 1Q 2Q 3Q 4Q Year 

Sales $1,118 $1,149 $1,169 $1,203 $4,639

Cost of sales $ 652 673 691 716 $2,732

Depreciation and amortization $ 113 111 111 110 $ 445

Operating profit(b) $ 211 201 208 211 $ 831

Income before cumulative effect of an 

accounting change(b) $ 108 $ 107 $ 112 $ 114 $ 441

Cumulative effect of an accounting change(c) (10) – – – (10)

Net income(b) $ 98 $ 107 $ 112 $ 114 $ 431

Bas i c  pe r  Share  Data : ( b )

Income before cumulative effect of an 

accounting change $ .68 $ .67 $ .70 $ .71 $ 2.77

Cumulative effect of an accounting change(c) (.06) – – – (.06)

Net income $ .62 $ .67 $ .70 $ .71 $ 2.71

Weighted average shares (000’s) 158,138 159,363 159,704 159,915 159,280

D i l u ted  pe r  Share  Data : ( b )

Income before cumulative effect of an 

accounting change $ .67 $ .66 $ .69 $ .70 $ 2.72

Cumulative effect of an accounting change(c) (.06) – – – (.06)

Net income $ .61 $ .66 $ .69 $ .70 $ 2.66

Weighted average shares (000’s) 161,819 162,641 162,564 162,566 162,222 

(a) The fourth quarter 2000 includes $159 million of pre-tax charges ($117 million after tax, or $0.73 per diluted share) related to  

repositioning and special charges (see Note 2).

(b) Operating profit, net income and per share amounts for the 1999 first quarter and year include income of $21 million, $14 million 

and $.09 per share, respectively related to net income hedges in Brazil (see Note 5).

(c) Related to a required accounting change for start-up costs (see Note 1).
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F O R F I N A N C I A L S TAT E M E N T S

Praxair’s consolidated financial statements are prepared by management, which is responsible for their fairness,

integrity and objectivity. The accompanying financial statements have been prepared in conformity with accounting

principles generally accepted in the United States of America applied on a consistent basis except for accounting

changes as disclosed and include amounts that are estimates and judgments. All historical financial information in

this annual report is consistent with the accompanying financial statements.

Praxair maintains accounting systems, including internal accounting controls monitored by a staff of internal

auditors, that are designed to provide reasonable assurance of the reliability of financial records and the protection 

of assets. The concept of reasonable assurance is based on recognition that the cost of a system should not exceed

the related benefits. The effectiveness of those systems depends primarily upon the careful selection of financial and

other managers, clear delegation of authority and assignment of accountability, inculcation of high business ethics

and conflict-of-interest standards, policies and procedures for coordinating the management of corporate resources

and the leadership and commitment of top management.

Praxair’s consolidated financial statements are audited by PricewaterhouseCoopers LLP, independent accountants,

in accordance with auditing standards generally accepted in the United States of America. These standards provide

for a review of Praxair’s internal accounting controls to the extent they deem appropriate in order to issue their opinion

on the financial statements.

The Audit Committee of the Board of Directors, which consists solely of non-employee directors, is responsible

for overseeing the functioning of the accounting system and related controls and the preparation of annual financial

statements. The Audit Committee periodically meets with management, internal auditors and the independent

accountants to review and evaluate their accounting, auditing and financial reporting activities and responsibilities.

The independent accountants and internal auditors have full and free access to the Audit Committee and meet with

the Committee, with and without management present.

Dennis H. Reilley

Chairman, President and Chief Executive Officer

James S. Sawyer

Vice President and Chief Financial Officer

George P. Ristevski

Vice President and Controller

Danbury, Connecticut

February 8, 2001
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R E P O R T O F I N D E P E N D E N T A C C O U N TA N T S

To the Board of Directors and Shareholders of Praxair, Inc.

In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of income,

shareholders’ equity and cash flows present fairly, in all material respects, the financial position of Praxair, Inc. and its

subsidiaries at December 31, 2000 and 1999, and the results of their operations and their cash flows for each of the

three years in the period ended December 31, 2000 in conformity with accounting principles generally accepted in the

United States of America. 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 

of these statements in accordance with auditing standards generally accepted in the United States of America, which

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, assessing the accounting principles used and significant estimates made by

management, and evaluating the overall financial statement presentation. We believe that our audits provide a reason-

able basis for the opinion expressed above.

Stamford, Connecticut

February 8, 2001, except as to Note 9, which is as of February 21, 2001
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F I V E -Y E A R F I N A N C I A L S U M M A R Y (MILL IONS OF DOLLARS, EXCEPT PER SHARE DATA)

Year Ended December 31, 2000 1999 1998 1997 1996

F rom the  I ncome  S tatement

Sales $5,043 $4,639 $4,833 $4,735 $4,449

Cost of sales 3,075(a) 2,732 2,807 2,764 2,564

Selling, general and administrative 683(a) 641 644 662 688

Depreciation and amortization 471 445 467 444 420

Research and development 65 67 72 79 72

Other income (expenses) — net(a) (42) 77 13 52 (58)

Operating profit 707 831 856 838 647

Interest expense 224 204 260 216 195

Income before taxes 483 627 596 622 452

Income taxes 103 152 127(a) 151 110

Income of consolidated entities 380 475 469 471 342

Minority interests (27) (45) (55) (66) (68)

Income from equity investments 10(a) 11 11 11 8

Income before cumulative effect of accounting changes 363 441 425 416 282

Cumulative effect of accounting changes(b) – (10) – (11) –

Net income  $ 363 $ 431 $ 425 $ 405 $ 282 

Per  Share  Data ( b )

Basic earnings per share:

Income before cumulative effect of accounting changes $ 2.28 $ 2.77 $ 2.68 $ 2.63 $ 1.85

Net income  $ 2.28 $ 2.71 $ 2.68 $ 2.56 $ 1.85

Diluted earnings per share: 

Income before cumulative effect of accounting changes $ 2.25 $ 2.72 $ 2.60 $ 2.53 $ 1.77

Net income  $ 2.25 $ 2.66 $ 2.60 $ 2.46 $ 1.77

Cash dividends per share  $ 0.62 $ 0.56 $ 0.50 $ 0.44 $ 0.38

Weighted  Average  Shares  Outs tand ing  ( 000 ’s )

Basic shares outstanding 159,123 159,280 158,462 158,095 152,654

Diluted shares outstanding 161,092 162,222 163,356 164,053 159,038

Cap i ta l  

Total debt $ 3,141 $2,995 $3,274 $3,305 $3,265

Minority interests 138 359 487 521 493

Preferred stock 20 75 75 75 75

Shareholders’ equity 2,357 2,290 2,332 2,122 1,924

Total capital $5,656 $5,719 $6,168 $6,023 $5,757

Other  I n fo rmat i on  and  Rat i os

Operating profit as a percentage of sales(a) 17.2% 17.9% 18.3% 17.9% 16.5%

After-tax return on capital(a,c) 12.0% 11.1% 11.1% 11.1% 12.7%

Capital expenditures $ 704 $ 653 $ 781 $ 902 $ 893

Cash flow from operations $ 899 $ 969 $ 944 $ 769 $ 627

Total assets $7,762 $7,722 $8,096 $7,810 $7,538

Shares outstanding at year-end (000’s) 159,379 159,048 157,571 157,373 157,489

Debt-to-capital ratio 55.5% 52.4% 53.1% 54.9% 56.7%

Number of employees 23,430 24,102 24,834 25,388 25,271(d)

(a) In 2000, operating profit includes a $159 million pre-tax charge and income from equity investments includes a $2 million charge ($117
million after tax, or $0.73 per diluted share) related to repositioning and special charges (shown $47 million in cost of sales; $21 million
in selling, general and administrative expenses; and $91 million in other income (expenses) — net. In 1998, other income (expenses) — net
includes special charges of $29 million. See Note 2 to the consolidated financial statements for a description of these 2000 and 1998
charges. Other income (expenses) — net in 1997 includes a $10 million special charge related primarily to profit improvement initiatives in
the North American packaged gases business, and in 1996 includes an $85 million special charge related to CBI integration activities.
1998 income taxes include $18 million special tax credits. Operating profit as a percentage of sales excludes the impact of these special
charges. After-tax return on capital excludes these special items and is based on income before cumulative effect of accounting
changes.

(b) 1999 net income includes the cumulative effect of a change in accounting for previously capitalized start-up costs of $10 million or
$0.06 per share for both basic and diluted earnings per share. 1997 net income includes the cumulative effect of a change in accounting
for previously capitalized business process reengineering and information technology transformation costs of $11 million or $0.07 per
share for both basic and diluted earnings per share.

(c) After-tax return on capital is defined as after-tax operating profit plus income from equity investments, divided by average capital. 
(d) Number of employees excludes those at facilities held for sale


