SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15 (d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended JUNE 30, 2001
Commission file number: 1-5256

V. F. CORPORATION
(Exact name of registrant as specified in its charter)

<TABLE>
<S> <C>
PENNSYLVANIA 23-1180120
(State or other jurisdiction of (I.R.S. employer
incorporation or organization) identification number)
</TABLE>

628 GREEN VALLEY ROAD, SUITE 500
GREENSBORO, NORTH CAROLINA 27408
(Address of principal executive offices)

(336) 547-6000

(Registrant's telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required
to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during
the preceding 12 months and (2) has been subject to such filing requirements for
the past 90 days. YES X NO

On July 28, 2001, there were 111,991,017 shares of the registrant's Common Stock
outstanding.

VE CORPORATION
INDEX
<TABLE>
<CAPTION>

PART I - FINANCIAL INFORMATION

<S>
Item 1 - Financial Statements

Consolidated Statements of Income -
Three months and six months ended June 30, 2001 and

TJULY L, 2000 . ¢ it ittt e it e et e et e e et e e e ettt e

Consolidated Balance Sheets - June 30, 2001,

December 30, 2000 and July 1, 2000. .. ..ttt nnnneeeeennnnenns

Consolidated Statements of Cash Flows -
Six months ended June 30, 2001 and

TULY 1, 2000 ¢ttt e e et e e e e e e e e e

Notes to Consolidated Financial Statements.............ciiiiiiinonn.

Item 2 - Management's Discussion and Analysis of Financial

Condition and Results of Operations.........c.u.iiiiiiiiiiiininnennnnn

Item 3 - Quantitative and Qualitative Disclosures about Market Risk...........

PART II - OTHER INFORMATION

Ttem 1 — Legal ProCeedings i v i iiiie et teneneeeeeeenaeeseeenaeessssnnessssnnnas

Item 6 - Exhibits and Reports on Form B8-K. ... .ttt ttinneeeeennneeneennnns

</TABLE>

PAGE NO.

<C>

e 11

.. 13

e 14

e 14



<TABLE>
<CAPTION>

(Restated)

<S>
Net Sales
2,685,509

Costs and

1,765,047

636,131
7,307

2,408,485

Operating
277,024

Other Income

2,512
(38,011)
4,400

(31,099)

VE CORPORATION
Consolidated Statements of Income
(Unaudited)

(In thousands, except per share data)

Operating Expenses
Cost of products sold

administrative
and general expenses

Marketing,

Other operating expense

Income

(Expense)
Interest income
Interest expense

Miscellaneous, net

Income Before Income Taxes and Cumulative

245,925

Effect of Change in Accounting Policy

Income Taxes

92,329

Income Before Cumulative Effect of Change

153,596

in Accounting Policy

Cumulative Effect on Prior Years of Change

(6,782)

Net Income

146,814

in Accounting Policy for Revenue Recognition,

Net of Income Taxes

Three Months Ended

June 30
2001

<C>
$ 1,322,958

876,043

307,776

4,198

69,381

$ 69,381

July 1
2000
(Restated)

<C>
$ 1,330,325

867,466

321,713

3,745

137,401

1,210

(20,485)

3,030

75,745

$ 75,745

Six Months Ended

2001

<C>
$ 2,746,257

1,818,449

637,445

8,293

146,867

$ 146,867




Earnings Per Common Share - Basic

Income before cumulative effect of change

in accounting policy
$1.32
Net income
1.26
Earnings Per Common Share - Diluted

Income before cumulative effect of change

in accounting policy
$1.30
Net income
1.24

Weighted Average Shares Outstanding
Basic

114,743
Diluted

117,865

Cash Dividends Per Common Share
$0.44
</TABLE>

See notes to consolidated financial statements.

VEF CORPORATION
Consolidated Balance Sheets
(Unaudited)

(In thousands)

<TABLE>
<CAPTION>

(Restated)

<S>
ASSETS

Current Assets
Cash and equivalents
98,388

Accounts receivable, less allowances:
Dec 30 - $54,918;

June 30 - $54,782;
July 1 - $58,789

817,119
Inventories:

Finished products
767,977

Work in process
220,277

Materials and supplies
204,214
1,192,468

Other current assets
120,328

Total current assets
2,228,303

Property, Plant and Equipment
1,832,643

Less accumulated depreciation
1,043,273

$0.61

$0.60

111,571

115,375

$0.23

<C>

$

$0.65

0.65

$0.64

0.64

114,125

117,283

$0.22

June 30
2001

<

100,400 $
723,007
851,911
185,926
175,649
1,213,486
156,462
2,193,355
1,860,316
1,118,751

741,565

S1

S1

111,7

115, 4

$0.

December 30
2000

c>

118,891

716,299

710,158
194,194

220,086

1,124,438

150,468

2,110,096

1,865,326

1,089,311

776,015

.29

.29

.27

.27

62

36

46

July 1
2000

<C>



789,370

Intangible Assets 1,078,501 1,101,876
1,125,307
Other Assets 394,746 370,169
360,977
S 4,408,167 S 4,358,156
4,503,957
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Short-term borrowings S 272,325 S 147,005
745,691
Current portion of long-term debt 7,656 113,999
105,199
Accounts payable 290,099 340,127
365,335
Accrued liabilities 426,980 405,069
437,419
Total current liabilities 997,060 1,006,200
1,653,644
Long-term Debt 904,469 905,036
417,521
Other Liabilities 228,006 214,590
203,672
Redeemable Preferred Stock 46,921 48,483
49,783
Deferred Contributions to Employee
Stock Ownership Plan (4,769) (7,966)
(11,039)
42,152 40,517
38,744
Common Shareholders' Equity
Common Stock, stated value $1; shares 111,468 112,259
114,195
authorized, 300,000,000; shares
outstanding;
June 30 - 111,468,229; Dec 30 -
112,258,556;
July 1 - 114,194,967
Additional paid-in capital 870,274 833,441
832,218
Accumulated other comprehensive income (loss) (98, 765) (87,875)
(82,490)
Retained earnings 1,353,503 1,333,988
1,326,453
Total common shareholders' equity 2,236,480 2,191,813
2,190,376
S 4,408,167 $ 4,358,156

4,503,957

</TABLE>

See notes to consolidated financial statements.

VEF CORPORATION
Consolidated Statements of Cash Flows
(Unaudited)

$



(In thousands)

<TABLE>
<CAPTION>
Six Months Ended
July 1
June 30 2000
2001 (Restated)
<S> <C> <C>
Operations
Net income S 146,867 S 146,814
Adjustments to reconcile net income
to cash provided by operations:
Cumulative effect of accounting change - 6,782
Depreciation 67,924 67,281
Amortization of intangible assets 18,454 17,488
Other, net (4,550) 6,712
Changes in current assets and
liabilities:
Accounts receivable (15,509) (80,115)
Inventories (101,780) (127,951)
Accounts payable (43,921) (17,584)
Other, net 28,093 54,830
Cash provided by operations 95,578 74,257
Investments
Capital expenditures (43,547) (55,353)
Business acquisitions - (241,879)
Other, net 7,251 9,016
Cash invested (36,296) (288,216
Financing
Increase in short-term borrowings 128,527 336,829
Payment of long-term debt (106, 986) (843)
Purchase of Common Stock (72,723) (50,285)
Cash dividends paid (53,163) (52,123)
Proceeds from issuance of stock 32,234 593
Other, net (2,225) 1,988
Cash (used) provided by financing (74,336) 236,159
Effect of Foreign Currency Rate Changes on Cash (3,437) (3,673)
Net Change in Cash and Equivalents (18,491) 18,527
Cash and Equivalents - Beginning of Year 118,891 79,861
Cash and Equivalents - End of Period S 100,400 S 98,388

</TABLE>

See notes to consolidated financial statements.

VE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

NOTE A - BASIS OF PRESENTATION

The accompanying unaudited consolidated financial statements have been prepared
in accordance with the instructions to Form 10-Q and do not include all of the
information and notes required by generally accepted accounting principles for
complete financial statements. Similarly, the 2000 year-end consolidated balance
sheet was derived from audited financial statements but does not include all
disclosures required by generally accepted accounting principles. In the opinion
of management, all adjustments (consisting of normal recurring accruals)
considered necessary for a fair presentation have been included. Operating
results for the six months ended June 30, 2001 are not necessarily indicative of
results that may be expected for the year ending December 29, 2001. For further
information, refer to the consolidated financial statements and notes included



in the Company's Annual Report on Form 10-K for the year ended December 30,
2000.

NOTE B - ACQUISITIONS

The Company completed several acquisitions during 2000. The following pro forma
results of operations for the second quarter and six months of 2000 (restated)
assume that each of these acquisitions had occurred at the beginning of 2000 (in
thousands, except per share amounts):

<TABLE>
<CAPTION>
Second Six
Quarter Months
2000 2000
<S> <C> <C>
Net sales $ 1,386,126 $ 2,837,060
Income before cumulative effect of change
in accounting policy 58,862 122,597
Earnings per common share, before
cumulative effect of change in
accounting policy:
Basic $0.51 $1.05
Diluted 0.50 1.04
</TABLE>

The Company accrued various restructuring charges in connection with the
businesses acquired in 1999 and 2000. The charges relate to severance, closure
of manufacturing and distribution facilities, and lease and contract termination
costs. Substantially all cash payments related to these actions will be
completed by the end of the year. Activity in the accrual accounts is summarized
as follows (in thousands) :

<TABLE>
<CAPTION>
Facilities Lease and
Exit Contract
Severance Costs Termination
<S> <C> <C> <C>
Balance, December 30, 2000 $ 3,222 S 839 $ 11,977
Additional accrual 1,100 720 -
Cash payments (1,3106) (7406) (5,080)
Balance, June 30, 2001 $ 3,006 S 813 6,897

</TABLE>

In late 2000, the Company acquired 85% of the outstanding shares of H.I.S.
Sportswear AG, which markets H.I.S. products in Europe. The Company currently
has a tender offer in effect to purchase the remaining outstanding shares.

NOTE C - 2000 RESTRUCTURING ACCRUAL

Activity in the 2000 restructuring accrual is summarized as follows (in
thousands) :

<TABLE>
<CAPTION>
Facilities Lease and
Exit Contract
Severance Costs Termination
<S> <C> <C> <C>
Balance, December 30, 2000 $20,391 S 1,461 $ 15,541
Reduction of accrual (191) - -
Cash payments (11,181) ( 474) ( 1,557)
Balance, June 30, 2001 $ 9,019 S 987 $ 13,984

</TABLE>

The restructuring actions are proceeding according to plan,

$ 37,393
(191)
(13,212)

$23,990

and the anticipated

benefits are being realized. Remaining severance and other cash payments will be

made into 2002.



NOTE D - BUSINESS SEGMENT INFORMATION

Financial information for the Company's reportable segments is as follows (in
thousands) :
<TABLE>
<CAPTION>
Second Quarter Six Months
2000 2000
2001 (Restated) 2001 (Restated)
<S> <C> <C> <C> <C>
Net sales:
Consumer Apparel $ 970,493 S 994,842 $ 2,049,741 $ 2,065,656
Occupational Apparel 135,319 164,265 293,736 332,423
All Other 217,146 171,218 402,780 287,430
Consolidated net sales $1,322,958 $ 1,330,325 $ 2,746,257 $ 2,685,509
Segment profit:
Consumer Apparel $ 135,167 $ 156,222 S 294,118 S 322,075
Occupational Apparel 10,781 9,398 24,644 24,841
All Other 20,451 8,838 26,159 8,408
Total segment profit 166,399 174,458 344,921 355,324
Interest, net (22,668) (19,275) (45,584) (35,499)
Amortization of intangible assets (9,208) (8,875) (18,454) (17,488)
Corporate and other expenses (23,1506) (25,152) (46,052) (56,412)
Income before income taxes and cumulative
effect of change in accounting
policy 111,367 $ 121,156 $ 234,831 $ 245,925
</TABLE>
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NOTE E - EARNINGS PER SHARE
Earnings per share are computed as follows (in thousands, except per share
amounts) :
<TABLE>
<CAPTION>
Second Quarter Six Months
2000 2000
2001 (Restated) 2001 (Restated)
<S> <C> <C> <C> <C>
Basic earnings per share:
Net income S 69,381 S 75,745 S 146,867 S 146,814
Less Preferred Stock dividends and
redemption premium 1,490 1,013 2,959 2,199
Net income available for Common Stock S 67,885 S 74,732 S 143,908 S 144,615
Weighted average Common
Stock outstanding 111,571 114,125 111,762 114,743
Basic earnings per share $0.61 $0.65 $1.29 $1.26
Diluted earnings per share:
Net income S 69,381 $ 75,745 $ 146,867 $ 146,814
Increased ESOP expense if Preferred
Stock were converted to Common Stock 213 238 413 475
Net income available for Common Stock
and dilutive securities S 69,168 S 75,507 S 146,454 S 146,339
Weighted average Common Stock
outstanding 111,571 114,125 111,762 114,743

Additional Common Stock resulting from

dilutive securities:



Preferred Stock 2,420 2,579 2,450 2,595
Stock options and other 1,384 579 1,224 527
Weighted average Common Stock and
dilutive securities outstanding 115,375 117,283 115,436 117,865
Diluted earnings per share $0.60 $0.64 $1.27 $1.24
</TABLE>
Outstanding options to purchase 3.6 million shares and 4.7 million shares of
Common Stock have been excluded from the computation of diluted earnings per
share for the second quarter and the six months of 2001, respectively, because
the option exercise prices were greater than the average market price of the
Common Stock. Similarly, options to purchase 5.1 million shares and 6.5 million
shares of Common Stock were excluded for the second quarter and six months of
2000, respectively.
NOTE F - COMPREHENSIVE INCOME
Comprehensive income consists of net income from operations, plus certain
changes in assets and liabilities that are not included in net income but are
instead reported within a separate component of shareholders' equity under
generally accepted accounting principles. The Company's comprehensive income was
as follows (in thousands):
8
<TABLE>
<CAPTION>
Second Quarter Six Months
(Restated) (Restated)
2001 2000 2001 2000
<S> <C> <C> <C> <C>
Net income as reported S 69,381 S 75,745 S 146,867 S 146,814
Other comprehensive income (loss):
Foreign currency translation
adjustments, net of income taxes (1,575) (15,524) (15,166) (17,476)
Unrealized gains (losses) on
marketable securities, net of
income taxes 323 - 83 -
Derivative hedging contracts, net of
income taxes 838 - 4,193 -
Comprehensive income S 68,967 S 60,221 S 135,977 S 129,338
</TABLE>
Accumulated other comprehensive income (loss) for 2001 is summarized as follows
(in thousands) :
<TABLE>
<CAPTION>
Foreign
Currency Marketable Hedging
Translation Securities Contracts Total
<S> <C> <C> <C> <C>
Balance, December 30, 2000 S (88,146) S 271 S - S (87,875)
Other comprehensive income (loss) (15,166) 83 4,193 (10,890)
Balance, June 30, 2001 $  (103,312) $ 354 $ 4,193 $ (98,765)
</TABLE>

The impact of foreign currency translation adjustments was due to the
strengthening of the U.S. dollar in relation to the currencies of most European
countries where the Company has operations.

NOTE G - CAPITAL

and in substance
2000 and

Common shares outstanding are net of shares held in treasury,
retired, of 27,140,946 at June 30, 2001, 25,139,879 at December 30,



23,139,897 at July 1, 2000. In addition, 302,508, 311,608 and 344,608 shares of
VF Common Stock held in trust for deferred compensation plans are treated for
financial accounting purposes as treasury stock at each of the respective dates.

There are 25,000,000 authorized shares of Preferred Stock, $1 par value. Of
these shares, 2,000,000 were designated as Series A, of which none have been
issued, and 2,105,263 shares were designated and issued as 6.75% Series B
Preferred Stock, of which 1,519,713 shares were outstanding at June 30, 2001,
1,570,301 at December 30, 2000 and 1,612,398 at July 1, 2000.

NOTE H - RECENT ACCOUNTING PRONOUNCEMENTS

During the fourth quarter of 2000, the Company changed its accounting policy for
recognizing sales in accordance with the SEC's Staff Accounting Bulletin No.
101, Revenue Recognition in Financial Statements. The cumulative effect of this
change in policy on net income of $6.8 million, or $.06 per share, was reported
as a charge as of the beginning of 2000. As a result, the Company has restated
its financial statements for each of the first three quarters of 2000.

Effective at the beginning of the first quarter of 2001, the Company adopted
FASB Statement No. 133, Accounting for Derivative Instruments and Hedging
Activities, and related amendments. This Statement requires that all derivatives
be recognized as assets or liabilities on the balance sheet and measured at
their fair value. Changes in the fair value of derivatives are recognized in
either net income or in other comprehensive income, depending on the designated
purpose of the derivative.

Due to the limited use of derivative instruments prior to 2001, the effect of
adopting this Statement at the beginning of the first quarter of 2001 was not
significant. Derivatives outstanding at the beginning of the year, all of which
expired in the first quarter, were not designated as hedges, so unrealized gains
of $.6 million at the beginning of 2001 were recorded in cost of products sold.

Beginning in 2001, the Company expanded its use of foreign currency forward
exchange contracts to hedge against the effects of exchange rate fluctuations on
forecasted cash flows. The Company does not use derivative financial instruments
for trading or speculative purposes. Use of hedging contracts allows the Company
to reduce its overall exposure to exchange rate movements, since gains and
losses on these contracts will offset losses and gains on the transactions being
hedged. The Company formally documents all hedged transactions and hedging
instruments, and assesses, both at the inception of the contract and on an
ongoing basis, whether the hedging instruments are effective in offsetting
changes in cash flows of the hedged transactions. The Company hedges an average
of 50% of its significant foreign currency cash flows relating to inventory
purchases and sales, operating expenses and intercompany royalty payments
anticipated for the following twelve months. During the six months of 2001, the
Company recognized additional net gains of $1.9 million, primarily in cost of
products sold, for hedging contracts that had matured. The total notional value
of foreign exchange contracts outstanding at June 30, 2001 was $57.0 million. At
that date, the Company had net deferred gains of $6.5 million included in
accumulated other comprehensive income, which amount is expected to be
reclassified to net income during the next twelve months as the hedged
transactions are recognized in earnings.

On June 29, 2001, the Financial Accounting Standards Board issued Statement No.
141, Business Combinations, and Statement No. 142, Goodwill and Other Intangible
Assets, which are required to be adopted by the Company at the beginning of
2002. Management is currently evaluating the effects of these Statements.
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VE CORPORATION
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

RESULTS OF OPERATIONS

Consolidated sales decreased slightly for the second quarter and increased 2%
for the six months ended June 30, 2001, compared with the comparable periods in
2000. Sales comparisons benefited by $63 million of incremental sales in the
2001 quarter and $183 million in the 2001 six months related to businesses
acquired in 2000. Partially offsetting this were sales of $27 million in the
2000 quarter and $53 million in the 2000 six months related to Wrangler Japan
and occupational apparel product lines exited in the fourth quarter of 2000.
Also, in translating foreign currencies to the U.S. dollar, a stronger U.S.
dollar reduced sales comparisons by $6 million in the quarter and $21 million in
the six months and reduced earnings per share by $.01 for the six months of
2001.



Gross margins were 33.8% of sales in both the 2001 gquarter and six months,
compared with 34.8% and 34.3% in the same 2000 periods. Gross margins declined
in both 2001 periods due to expenses for downtime incurred primarily in domestic
jeanswear manufacturing plants to help align inventory levels with expected
sales volumes. Margins were also lower at the Company's swimwear and children's
playwear marketing units. Also impacting the overall comparisons were the higher
gross margins earned in the Outdoor businesses, which include The North Face and
Eastpak businesses acquired near the end of the second quarter of 2000.

Marketing, administrative and general expenses were 23.3% of sales in the
quarter and 23.2% in the six months of 2001, compared with 24.2% and 23.7% in
the 2000 periods. Expenses as a percent of sales declined in most business
units. Also impacting the comparison is the higher level of expenses as a
percent of sales at The North Face and Eastpak, which sell to upper tier
distribution channels that traditionally require higher levels of marketing
expenditures.

Other operating expense, which includes amortization of intangible assets and
net royalty income, increased in 2001 due to amortization of intangible assets
related to the businesses acquired in 2000.

Net interest expense increased in 2001 due to higher average borrowings to
acquire several businesses in 2000, as well as higher overall interest rates on
the Company's short and long-term debt.

The effective income tax rate for the first half of both 2001 and 2000 was
37.5%, based on the expected rate for the year.

Income before the cumulative effect of a change in accounting policy decreased
by 8% in the quarter and 4% in the first six months of 2001, while diluted
earnings per share decreased by 6% and 2%, respectively, reflecting the benefit
of the Company's share repurchase program. The 2000 acquisitions had a $.01
dilutive effect on earnings per share for the first half of 2001 compared with
the 2000 period. These acquisitions are expected to contribute $.12 to earnings
per share for the full year 2001 compared with 2000.

INFORMATION BY BUSINESS SEGMENT

The Consumer Apparel segment consists of jeanswear, women's intimate apparel,
swimwear and the children's apparel businesses. Overall, this segment's sales
decreased by 2% for the quarter and 1% for the first six months of 2001,
compared with the 2000 periods. Domestic jeans sales were flat in the quarter
and six months, with increases in the Company's Mass Market business offset by a
decline in the Western business in the first quarter and a decline in the Lee
brand in the second quarter. International jeanswear sales, including the
negative effects of foreign currency translation, were flat in the quarter and
six months, with the addition of the H.I.S business acquired in late 2000
offsetting elimination of the Wrangler business
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in Japan. Domestic intimate apparel sales increased 3% in the quarter and 4% in
the six months, with increases in the Vanity Fair, Lily of France and private
label businesses. Sales declined in the quarter and six months in international
intimate apparel. Sales also declined approximately 18% in the quarter and 13%
in the six months in the Company's domestic swimwear and playwear businesses,
both of which sell primarily to the department store channel which is currently
the weakest channel for retail apparel sales. Segment profit declined in both
2001 periods due to expenses related to downtime in domestic jeanswear
manufacturing facilities to align inventories and lower profits in our swimwear,
playwear and Latin American jeanswear businesses.

The Occupational Apparel segment includes the Company's industrial, career and
safety apparel businesses. Sales decreased during the quarter and six months due
to weakness in the domestic workwear market and the exit of regional catalog,
linens and other product lines in the fourth quarter of 2000. Although still
below historical levels, segment profit has improved in the most recent quarter
from elimination of losses of discontinued product lines and benefits of
restructuring actions taken.

The All Other segment includes the Company's knitwear, daypack and outdoor
businesses. Sales increased due to the acquisitions of The North Face and
Eastpak in May 2000. Segment profit increased in 2001 in the JanSport business
and in the acquired businesses. Segment profit also increased in our knitwear
business due to lower cost sourcing, although difficult market conditions and
pricing pressures continue in the knitwear industry. Due to the seasonal nature
of the businesses comprising this segment, the low level of profitability in the
first six months of a year is not necessarily indicative of expected full year
results.

The decline in corporate and other expenses results from higher expenses in the



prior year related to cost reduction efforts and lower shared services and
information systems expenses in the 2001 periods.

Management will continue to evaluate its underperforming units. Any actions
resulting from this evaluation could have an impact on operating results.

FINANCIAL CONDITION AND LIQUIDITY

The financial condition of the Company is reflected in the following:

<TABLE>
<CAPTION>
July 1
June 30 December 30 2000
2001 2000 (Restated)
(Dollars in millions)
<S> <C> <C> <C>
Working capital $1,196.3 $1,103.9 $574.7
Current ratio 2.2 to 1 2.1 to 1 1.3 to 1
Debt to total capital 34.6% 34.7% 36.7%
</TABLE>

Accounts receivable at the end of the second quarter of 2001 are lower than at
the same period in 2000 due to an improvement in the number of day's sales
outstanding. Receivables are higher than at the end of 2000 due to seasonal
sales patterns.

Inventories at the end of the second quarter of 2001 are 2% higher than at the
comparable date in 2000, which is an improvement over the 14% year-over-year
increase at the end of the first quarter. Excluding businesses acquired in the
last half of 2000, inventory balances at June 2001 were flat. Management
believes that the Company is on target to reduce inventories by as much as $100
million by the end of 2001. Inventories are 8% higher than at the end of 2000
due to seasonal sales patterns.

Accounts payable declined compared with the second quarter of 2000 and with
year-end 2000 due to reduced
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inventory purchases at domestic jeanswear and other business units in the
current period as part of their inventory reduction efforts. In addition,
accounts payable balances declined compared with the prior year due to disposal
of the Wrangler Japan business, which had a higher level of payables than the
average VF operating business.

Total long-term debt increased with the issuance of $500.0 million of five and
ten year notes in September 2000. Proceeds from these debt obligations were used
to repay short-term borrowings. During the first six months of 2001, the Company
made $107.0 million of scheduled long-term debt payments.

During each of the first two quarters of 2001, the Company repurchased 1.0
million shares of its Common Stock in open market transactions. The total cost
was $72.7 million. Under its current authorization from the Board of Directors,
the Company may repurchase up to an additional 2.0 million common shares.
Depending on other opportunities that may arise, the Company intends to
repurchase approximately 1.0 million shares per quarter over the remainder of
the year.

Looking forward to the balance of 2001, sales in the second half could be down
slightly from the prior year, reflecting continued slow retail traffic and
conservative inventory planning by many of our customers. Management expects
some improvement in earnings per share in the second half, so that full year
earnings per share would be flat to up slightly over the prior year levels
(before restructuring charges and change in accounting policy) .

Improved operating margins in the third and fourth quarters should reflect the
continued turnaround in the Company's Imagewear business, the benefits of
actions taken in 2000 to improve profitability and positive earnings
contributions from the 2000 acquisitions.

Continuing, management expects cash flow from operations to range from $450-500
million and capital expenditures to be comparable with the 2000 level. The
excess cash flow will be directed toward share repurchases and debt reduction.
Net interest expense should be less than $95 million for the year.

For information regarding the Company's exposure to certain market risks, see
Item 7A, Quantitative and Qualitative Disclosures about Market Risk, in the
annual report on Form 10-K for fiscal 2000. There have been no significant
changes in the Company's market risk exposures since year-end.



CAUTIONARY STATEMENT ON FORWARD-LOOKING STATEMENTS

From time to time, the Company and its representatives may make oral or written
statements, including statements in this quarterly report, that constitute
"forward-looking statements" within the meaning of the federal securities laws.
This includes statements concerning plans and objectives of management relating
to the Company's operations or economic performance, and assumptions related
thereto.

Forward-looking statements are made based on management's expectations and
beliefs concerning future events impacting the Company and therefore involve a
number of risks and uncertainties. Management cautions that forward-looking
statements are not guarantees and actual results could differ materially from
those expressed or implied in the forward-looking statements.

Important factors that could cause the actual results of operations or financial
condition of the Company to differ include, but are not necessarily limited to,
the overall level of consumer spending for apparel; changes in trends in the
segments of the market in which the Company competes; competitive conditions in
and the financial strength of the retail industry; actions of competitors that
may impact the Company's business; receipt and integration of software developed
by outside vendors; and the impact of unforeseen economic changes in the markets
where the Company competes, such as changes in interest rates, currency exchange
rates, inflation rates, recession, and other external economic and political
factors over which the Company has no control.
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PART II - OTHER INFORMATION
Item 1 - Legal Proceedings

The Company is a party to litigation arising in the ordinary course of its
business. In addition, the Company, its subsidiary, The North Face, Inc., and
certain of The North Face's former and current officers and directors have been
named parties in various purported shareholder actions in California, Colorado
and Delaware, including Eng v. Cason, et al., Civil Action No. 810726-0
(California Superior Court, Alameda County), Markus, et al. v. The North Face,
Inc., Civil Action No. 99-7Z-473 (United States District Court for the District
of Colorado), and Polacheck v. VF Corporation, et al. (Court of Chancery,
Delaware). The actions allege, among other things, self-dealing, breach of
fiduciary duties and violations of federal and state laws. On April 30, 2001,
the United States District Court granted final approval of the settlement of the
Markus action. On June 26, 2001, the California Superior Court approved the
settlement of the Eng action. The North Face has reached an agreement with
plaintiffs to settle the Polacheck action. In management's opinion, there are no
pending claims or litigation, the outcome of which would have a material adverse
effect on the Company's consolidated financial position, results of operations
or cash flows.

Item 6 - Exhibits and Reports on Form 8-K
(a) Exhibit 10 - 1996 Stock Compensation Plan, as amended

(b) Reports on Form 8-K - There were no reports on Form 8-K filed for the
three months ended June 30, 2001.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the
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Date:
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V.F. CORPORATION
1996 STOCK COMPENSATION PLAN,
AS AMENDED

ARTICLE I
PURPOSE

1.1 PURPOSE. The purpose of the V.F. Corporation 1996 Stock
Compensation Plan (this "Plan") is to strengthen the ability of V.F. Corporation
(the "Company") to attract, motivate, and retain employees and directors of
superior ability and to more closely align the interests of such employees and
directors with those of the Company's shareholders by relating compensation to
increases in shareholder value.

ARTICLE II
GENERAL DEFINITIONS

2.1 "AGREEMENT" The written instrument evidencing the grant to a
Participant of an Award. Each Participant may be issued one or more Agreements
from time to time, evidencing one or more Awards.

2.2 "AWARD" Any award granted under this Plan.
2.3 "BOARD" The Board of Directors of the Company.
2.4 "CHANGE IN CONTROL" A change in control of a nature that would

be required to be reported in response to Item 6(e) of Schedule 14A of
regulation 14A, as in effect on the Effective Date hereof, promulgated under the
Securities Exchange Act of 1934, as amended (the "Exchange Act"); provided that,
without limitation, such a Change in Control shall be deemed to have occurred if
(i) any "Person" (as such term is used in Section 13(d) and Section 14(d) of the
Exchange Act), except for (A) those certain trustees under Deeds of Trust dated
August 21, 1951 and under the Will of John E. Barbey, deceased (a "Trust" or the
"Trustee"), and (B) any employee benefit plan of the Company or any Subsidiary,
or any

entity holding voting securities of the Company for or pursuant to the terms of
any such plan (a "Benefit Plan" or the "Benefit Plans"), is or becomes the
beneficial owner, directly or indirectly, of securities of the Company
representing 20% or more of the combined voting power of the Company's then
outstanding securities; (ii) there occurs a contested proxy solicitation of the
Company's shareholders that results in the contesting party obtaining the
ability to vote securities representing 30% or more of the combined voting power
of the Company's then outstanding securities; (iii) there occurs a sale,
exchange, transfer or other disposition of substantially all of the assets of
the Company to another entity, except to an entity controlled directly or
indirectly by the Company, or a merger, consolidation or other reorganization of
the Company in which the Company is not the surviving entity, or a plan of
liquidation or dissolution of the Company other than pursuant to bankruptcy or
insolvency laws is adopted; or (iv) during any period of two consecutive years,
individuals who at the beginning of such period constituted the Board cease for
any reason to constitute at least a majority thereof unless the election, or the
nomination for election by the Company's shareholders, of each new director was
approved by a vote of at least two-thirds of the directors then still in office
who were directors at the beginning of the period.

Notwithstanding the foregoing, a Change in Control shall not be deemed
to have occurred for purposes of this Plan (x) in the event of a sale, exchange,
transfer or other disposition of substantially all of the assets of the Company
to, or a merger, consolidation or other reorganization involving the Company and
officers of the Company, or any entity in which such officers have, directly or
indirectly, at least a 5% equity or ownership interest or (y) in a transaction
otherwise commonly referred to as a "management leveraged buyout".

Clause (i) above to the contrary notwithstanding, a Change in Control
shall not be deemed to have occurred if a Person becomes the beneficial owner,
directly or indirectly, of securities of the Company representing 20% or more of
the combined voting power of the Company's then outstanding securities solely as
the result of an acquisition by the Company or any Subsidiary of voting
securities of the Company which, by reducing the number of shares outstanding,
increases the proportionate number of shares beneficially owned by such Person
to 20% or more of the combined voting power of the Company's then outstanding

securities; provided, however, that if a Person becomes the beneficial owner of
20% or more of the combined voting power of the Company's then outstanding



securities by reason of share purchases by the Company or any Subsidiary and
shall, after such share purchases by the Company or a Subsidiary, become the
beneficial owner, directly or indirectly, of any additional voting securities of
the Company, then a Change in Control of the Company shall be deemed to have
occurred with respect to such Person under clause (i). Notwithstanding the
foregoing, in no event shall a Change in Control of the Company be deemed to
occur under clause (i) with respect to any Trust or Benefit Plan.

Clauses (i) and (ii) to the contrary notwithstanding, the Board may, by
resolution adopted by at least two-thirds of the directors who were in office at
the date a Change in Control occurred, declare that a Change in Control
described in clause (i) or (ii) has become ineffective for purposes of this Plan
if the following conditions then exist: (x) the declaration is made within 120
days of the Change in Control; and (y) no person, except for (A) the Trusts, and
(B) the Benefit Plans, either is the beneficial owner, directly or indirectly,
of securities of the Company representing 10% or more of the combined voting
power of the Company's outstanding securities or has the ability or power to
vote securities representing 10% or more of the combined voting power of the
Company's then outstanding securities. If such a declaration shall be properly
made, the Change in Control shall be ineffective ab initio.

2.5 "CODE" The Internal Revenue Code of 1986, as amended, and
applicable regulations and rulings issued thereunder.

2.6 "COMMITTEE" The Committee, appointed by the Board, to administer
the Plan in accordance with the provisions in Article IV.

2.7 "COMMON STOCK" The common stock of the Company as described in
the Company's Articles of Incorporation, or such other stock as shall be
substituted therefor.

2.8 "COMPANY" V.F. Corporation, or any successor to the Company.
3
2.9 "DATE OF GRANT" The date on which the granting of an Award is

authorized by the Committee, unless another date is specified by the Committee
or by a provision in this Plan applicable to the Award.

2.10 "DIRECTOR" A member of the Board who is not an Employee.

2.11 "DISPOSITION" Any sale, transfer, encumbrance, gift, donation,
assignment, pledge, hypothecation, or other disposition, whether similar or
dissimilar to those previously enumerated, whether voluntary or involuntary, and
whether during the Participant's lifetime or upon or after his or her death,
including, but not limited to, any disposition by operation of law, by court
order, by judicial process, or by foreclosure, levy, or attachment.

2.12 "EMPLOYEE" Any employee of the Company or a Subsidiary.

2.13 "EXCHANGE ACT" The Securities Exchange Act of 1934, as amended,
and applicable regulations and rulings issued thereunder.

2.14 "FATIR MARKET VALUE" The average of the reported high and low
sales price of the Common Stock (rounded up to the nearest one-tenth of a
dollar) on the date on which Fair Market Value is to be determined (or if there
was no reported sale on such date, the next preceding date on which any reported
sale occurred) on the principal exchange or in such other principal market on
which the Common Stock is trading.

2.15 "INCENTIVE STOCK OPTION" A Stock Option intended to satisfy the
requirements of Section 422 (b) of the Code.

2.16 "LIMITED STOCK APPRECIATION RIGHT" OR "LIMITED RIGHT" The rights
specified in Article VIII.

2.17 "NON-QUALIFIED STOCK OPTION" A Stock Option other than an
Incentive Stock Option.

2.18 "PARTICIPANT" An Employee or Director selected by the Committee
to receive an Award.
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2.19 "PERFORMANCE OBJECTIVE" A performance objective established
pursuant to Section 9.3 hereof.
2.20 "RESTRICTED STOCK" Common Stock which is subject to restrictions

and awarded to Participants under Article IX of this Plan and any Common Stock
purchased with or issued in respect of dividends and distributions on the
Restricted Stock.



2.21 "RESTRICTED STOCK UNITS" Stock Units which are subject to a risk
of forfeiture and other restrictions and awarded to Participants under Article
IX of this Plan, including Stock Units resulting from deemed reinvestment of
dividend equivalents on Restricted Stock Units.

2.22 "RETIREMENT" Employment separation and commencement of pension
benefits under the V.F. Corporation Pension Plan (or any successor plan thereto)
on account of early, normal or late retirement thereunder.

2.23 "RULE 16B-3" Rule 16b-3 under the Exchange Act or any successor
thereto.

2.24 "SECURITIES ACT" The Securities Act of 1933, as amended, and
applicable regulations and rulings issued thereunder.

2.25 "STOCK OPTION" An award of a right to purchase Common Stock
pursuant to Article VII.

2.26 "STOCK UNITS" An unfunded obligation of the Company, the terms
of which are set forth in Section 9.6.

2.27 "SUBSIDIARY" Any majority-owned business organization of the
Company or its direct or indirect subsidiaries, including but not limited to
corporations, limited liability companies, partnerships, and any "subsidiary
corporation" as defined in Section 424 (f) of the Code that is a subsidiary of
the Company.

ARTICLE III
SHARES OF COMMON STOCK SUBJECT TO THE PLAN

3.1 COMMON STOCK AUTHORIZED. Subject to the provisions of this
Article and Article XI, the total aggregate number of shares of Common Stock
that may be issued, pursuant to Awards, shall not exceed 15,900,000 shares (plus
additional shares, if any, which, as of the effective date of this Plan or
thereafter, are available or become available for award under the Company's 1991
Stock Option Plan and the 1995 Key Employee Restricted Stock Plan); provided,
however, that in no event shall the number of shares of Restricted Stock and
Restricted Stock Units to be awarded either as Service Awards or Performance
Awards under this Plan exceed 1,200,000.

3.2 LIMITATION OF SHARES. For purposes of the limitations specified
in Section 3.1, the following principles apply: (a) a decrease in the number of
shares which thereafter may be issued or transferred for purposes of Section 3.1
shall result from (i) the delivery of shares of Common Stock upon exercise of a
Stock Option or payment of cash in settlement of a Limited Stock Appreciation
Right in any manner, and (ii) the expiration of the risk of forfeiture on
Restricted Stock or Restricted Stock Units, including the conversion of
Restricted Stock to Stock Units under Section 9.6; (b) shares of Common Stock
with respect to which Stock Options and Limited Stock Appreciation Rights
expire, are canceled without being exercised, or are otherwise terminated may be
regranted under this Plan; and (c) if any shares of Common Stock related to an
Award are not issued or, for any reason, cease to be issuable or are forfeited,
such shares of Common Stock shall no longer be charged against the limitation
provided for in Section 3.1 and shall be available again for grant of Awards.

3.3 SHARES AVAILABLE. At the discretion of the Board or the
Committee, the shares of Common Stock to be delivered under this Plan shall be
made available either from authorized and unissued shares of Common Stock or
shares of Common Stock controlled by the Company, or both; provided, however,
that absent such determination by the Board or the Committee to the contrary, in
whole or in part, the shares shall consist of the Company's authorized but
unissued Common Stock.

ARTICLE IV
ADMINISTRATION OF THE PLAN

4.1 COMMITTEE. The Plan generally shall be administered by the
Organization and Compensation Committee of the Board, or such other Board
committee as may be designated by the Board to administer the Plan, subject to
this Article IV. The Committee shall consist of two or more Directors. The
members of the Committee shall serve at the pleasure of the Board, which shall
have the power, at any time and from time to time, to remove members from the
Committee or to add members thereto. Vacancies on the Committee, however caused,
shall be filled by action of the Board. In appointing members of the Committee,
the Board may consider whether a member is or will qualify as a "Non-Employee
Director" within the meaning of Rule 16b-3(b) (3) under the Exchange Act and an



"outside director" within the meaning of Treasury Regulation 1.62-27(e) (3) under
Code Section 162 (m), but such members are not required to so qualify at the time
of appointment or during their term of service on the Committee. At any time
that a member of the Committee does not so qualify, any action of the Committee
relating to an award granted or to be granted to a Participant who is then
subject to Section 16 of the Exchange Act in respect of the Company, or relating
to an award intended by the Committee to constitute "performance-based
compensation" within the meaning of Code Section 162 (m) and regulations
thereunder, may be taken either (i) by a subcommittee, designated by the
Committee, composed solely of two or more Directors who so qualify as a
"Non-Employee Director" or "outside director" (whichever may apply), or (ii) by
the Committee but with each such member who does not so qualify as a
"Non-Employee Director" or "outside director" (whichever may apply) abstaining
or recusing himself or herself from such action, provided that at least two
Directors serving on the Committee remain qualified to act. Such action,
authorized by such a subcommittee or by the Committee upon the abstention or
recusal of such non-qualified member (s), shall be the action of the Committee
for purposes of the Plan. The foregoing notwithstanding, the Board may perform
any function of the Committee under the Plan, including transactions with
respect to Directors. In any case in which the Board is performing a function of
the Committee under the Plan, each reference to the Committee herein shall be
deemed to refer to the Board, except where the context otherwise requires.

4.2 POWERS. The Committee has discretionary authority to determine
the Employees and Directors to whom, and the time or times at which, Awards
shall be granted. The Committee also has authority to determine the amount of
shares of Common Stock that shall be subject to each Award and the terms,
conditions, and limitations of each Award, subject to the express provisions of
this Plan. The Committee shall have the discretion to interpret this Plan and to
make all other determinations necessary for Plan administration. The Committee
has authority to prescribe, amend and rescind any rules and regulations relating
to this Plan, subject to the express provisions of this Plan. All Committee
interpretations, determinations, and actions shall be in the sole discretion of
the Committee and shall be binding on all parties. The Committee may correct any
defect or supply any omission or reconcile any inconsistency in this Plan or in
any Agreement in the manner and to the extent it shall deem expedient to carry
it into effect, and it shall be the sole and final judge of such expediency.

4.3 AGREEMENTS. Awards shall be evidenced by an Agreement and may
include any terms and conditions not inconsistent with this Plan, as the
Committee may determine.

4.4 NO LIABILITY. No member of the Board, the Committee or any of
its delegates shall be liable for any action or determination made in good faith
with respect to this Plan, any Award or any Agreement.

ARTICLE V
ELIGIBILITY

5.1 PARTICIPATION. Participants shall be selected by the Committee
from the Employees and Directors. Such designation may be by individual or by
class.

5.2 INCENTIVE STOCK OPTION ELIGIBILITY. A Director shall not be
eligible for the grant of an Incentive Stock Option. In addition, no Employee
shall be eligible for the grant of an Incentive Stock Option who owns (within
the meaning of Section 422 (b) of the Code), or would own immediately before the
grant of

such Incentive Stock Option, directly or indirectly, stock possessing more than
10 percent of the total combined voting power of all classes of stock of the
Company or any Subsidiary.

5.3 LIMIT ON AWARDS. Awards granted to any Employee shall not exceed
in the aggregate during any calendar year (a) 500,000 Stock Options (with or
without tandem Limited Rights and inclusive of any Limited Rights granted
pursuant to Section 11.2) and (b) 50,000 shares of Restricted Stock (subject in
each case to adjustment as provided in Article XI).

ARTICLE VI
FORMS OF AWARDS

6.1 AWARD ELIGIBILITY. The forms of Awards under this Plan are Stock
Options as described in Article VII, Limited Stock Appreciation Rights as
described in Article VIII, and Restricted Stock and Restricted Stock Units as



described in Article IX. The Committee may, in its discretion, permit holders of
Awards under this Plan to surrender outstanding Awards in order to exercise or
realize the rights under other Awards.

ARTICLE VII
STOCK OPTIONS

7.1 EXERCISE PRICE. The exercise price of Common Stock under each
Stock Option shall be not less than 100 percent of the Fair Market Value of the
Common Stock on the Date of Grant.

7.2 TERM. Stock Options may be exercised as determined by the
Committee, provided that Stock Options may in no event be exercised later than
10 years from the Date of Grant and Incentive Stock Options may not be granted
later than 10 years after the applicable date under Section 422 (b) (2) of the
Code. During the Participant's lifetime, only the Participant may exercise an
Incentive Stock Option. The Committee may amend the terms of an Incentive Stock
Option at any time to include provisions that have the effect of changing such

Incentive Stock Option to a Non-qualified Stock Option, or vice versa (to the
extent any such change is permitted by applicable law).

7.3 METHOD OF EXERCISE. Upon the exercise of a Stock Option, the
exercise price shall be payable in full in cash or an equivalent acceptable to
the Committee. No fractional shares shall be issued pursuant to the exercise of
a Stock Option, and no payment shall be made in lieu of fractional shares. At
the discretion of the Committee and provided such payment can be effected
without causing the Participant to incur liability under Section 16 (b) of the
Exchange Act, the exercise price may be paid by assigning and delivering to the
Company shares of Common Stock or a combination of cash and such shares equal in
value to the exercise price. Any shares so assigned and delivered to the Company
in payment or partial payment of the exercise price shall be valued at the
closing market price of the Common Stock on the principal exchange or in such
other principal market on which the Common Stock is trading on the exercise
date. In addition, at the request of the Participant and to the extent permitted
by applicable law, the Company in its discretion may selectively approve
arrangements with a brokerage firm under which such brokerage firm, on behalf of
the Participant, shall pay to the Company the exercise price of the Stock
Options being exercised, and the Company, pursuant to an irrevocable notice from
the Participant, shall promptly deliver the shares being purchased to such firm.

7.4 LIMITATION OF INCENTIVE STOCK OPTIONS. With respect to Incentive
Stock Options, the aggregate Fair Market Value (determined at the Date of Grant)
of the Common Stock with respect to which Incentive Stock Options are
exercisable for the first time by a Participant during any calendar year (under
all stock option plans of the Company and its Subsidiaries) shall not exceed
$100,000, or such other amount as may be prescribed under the Code. If any Stock
Option intended to be an Incentive Stock Option fails to so qualify, including
under the requirement set forth in this Section 7.4, such Stock Option shall be
deemed to be a Non-qualified Stock Option and shall be exercisable in accordance
with the Plan and the Stock Option's terms.
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ARTICLE VIII
LIMITED STOCK APPRECIATION RIGHTS

8.1 GRANT. The grant of Limited Stock Appreciation Rights under this
Plan shall be subject to the terms and conditions of this Article VIII and shall
contain such additional terms and conditions, not inconsistent with the express
provisions of this Plan, as the Committee shall deem desirable. A Limited Right
is a stock appreciation right which is effective only upon a Change in Control
(as defined in Section 2.4) and is payable only in cash. The amount of payment
to which any grantee of such a Limited Right shall be entitled upon exercise
shall be equal to the difference between the exercise price per share of any
Common Stock covered by a Stock Option in connection with, whether or not in
tandem, such Limited Right and the "Market Price" of a share of Common Stock.
For purposes of this Section 8.1, the term "Market Price" shall mean the greater
of (i) the highest price per share of Common Stock paid in connection with the
Change in Control and (ii) the highest price per share of Common Stock reflected
in the NYSE Transactions Report during the sixty day period prior to the Change
in Control. If the Limited Rights are exercised, the tandem Stock Options shall
cease to be exercisable to the extent of the Common Stock with respect to which
such Limited Rights are exercised.

ARTICLE IX
RESTRICTED STOCK



9.1 TYPES OF AWARD. The Committee, in its discretion, is authorized
to grant Awards of Restricted Stock and Restricted Stock Units (together,
"Restricted Awards") either as Service Awards or Performance Awards. As used
herein, the term "Service Award" refers to any Restricted Award described in
Section 9.2 and the term "Performance Award" refers to any Restricted Award
described in Section 9.3. Restricted Stock shall be nontransferable until such
time as all of the restrictions underlying the Award have been satisfied.
Subject to Section 3.1, the Committee in its discretion may grant up to 5% of
the number of shares of Common Stock available for grant under this Plan as
Service Awards or Performance Awards without regard to any minimum vesting
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requirement set forth in Section 9.2 or 9.3 except Service Awards shall have a
minimum vesting requirement of one year.

9.2 SERVICE AWARD. The Committee may grant shares of Restricted
Stock or Restricted Stock Units to a Participant subject to forfeiture upon an
interruption in the Participant's continuous service with the Company or a
Subsidiary within a specified period (which shall not be less than three years)
specified by the Committee. The period during which Restricted Stock Units are
subject to a risk of forfeiture may be shorter than the period during which
settlement of the Restricted Stock Units is deferred.

9.3 PERFORMANCE AWARD. The Committee may grant Restricted Stock or
Restricted Stock Units to a Participant upon the attainment of a Performance
Objective as follows: Not later than the applicable deadline under Treasury
Regulation 1.162-27(e), the Committee, in its sole discretion, may establish (a)
a Performance Award for a Participant for a specified period (which shall not be
less than one year) during which performance will be measured (the "Performance
Period"), and (b) with respect to such Participant one or more Performance
Objectives to be satisfied prior to the Participant's becoming entitled to
settlement of such Performance Award for such Performance Period. Any
Performance Objective shall be comprised of specified corporate, business group
or divisional levels of performance, over the Performance Period, relating to
one or more of the following performance criteria: earnings per share; net
earnings; pretax earnings; operating income; net sales; market share; balance
sheet measurements; cash return on assets; book value; shareholder return, or
return on average common equity. In establishing the level of Performance
Objective to be attained, the Committee may disregard or offset the effect of
such factors as extraordinary and/or nonrecurring items as determined by the
Company's outside accountants in accordance with generally accepted accounting
principles and changes in accounting standards as may be required by the
Financial Accounting Standards Board. Performance Awards may also be granted in
the sole discretion of the Committee, if the Company's performance during a
specified Performance Period, as measured by one or more of the criteria
enumerated in this Section 9.3, as compared to comparable measures of
performance of peer companies, equals or exceeds Performance Objectives
established by the Committee not later than the applicable deadline under
Treasury Regulation
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1.162-27(e) . No Performance Award shall be settled or paid out to a Participant
for a Performance Period prior to written certification by the Committee of
attainment of the Performance Objective(s) applicable to such Participant.
Notwithstanding attainment of the applicable Performance Objective or any
provisions of this Plan to the contrary, the Committee shall have the power, in
its sole discretion, to (a) exercise negative discretion to reduce the
Performance Award to a Participant for any Performance Period to zero or such
other amount as it shall determine; (b) impose service requirements which must
be fulfilled by the Participant during the Performance Period or subsequent to
the attainment of the Performance Objective; and (c) provide for accelerated
settlement or payment of a Performance Award upon a Change in Control or
specified terminations of employment.

9.4 DELIVERY. If a Participant, with respect to a Service Award,
continuously remains in the employ of the Company or a Subsidiary for the period
specified by the Committee, or, with respect to a Performance Award, if and to
the extent that the Participant fulfills the requirements of the Performance
Objective and any service requirements as may be imposed by the Committee, the
shares awarded to such Participant as Restricted Stock shall be delivered to
such Participant without any restrictions promptly after the applicable event,
and the risk of forfeiture applicable to Restricted Stock Units shall end and
such Restricted Stock units shall then and thereafter be settled in accordance
with the terms of such Restricted Stock Units (including any elective deferral
of settlement permitted by the Committee). The foregoing notwithstanding, the
Committee may determine that any restrictions and/or deferral period applicable
to a Restricted Award shall be deemed to end or have ended on an accelerated
basis at the time of the Participant's death while employed or serving as a



Director or upon the Participant's termination of employment or service due to
disability or following a Change in Control.

9.5 SHAREHOLDER RIGHTS. Except as otherwise provided in this Plan,
each Participant shall have, with respect to all shares of Restricted Stock, all
the rights of a shareholder of the Company, including the right to vote the
Restricted Stock; provided, however, that all distributions payable with respect
to the Restricted Stock shall be retained by the Company and reinvested in
additional shares of Common Stock to be issued in the name of the Participant.
Any
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shares of Common Stock acquired as a result of reinvestment of such
distributions shall also be Restricted Stock subject to the terms and conditions
of this Plan. A Participant shall have no rights of a shareholder relating to
Restricted Stock Units or Stock Units until such time as shares are issued or
delivered in settlement of such Restricted Stock Units or Stock Units.

9.6 DEFERRAL OF RECEIPT OF RESTRICTED STOCK. A Stock Unit, whether
or not restricted, shall represent the conditional right of the Participant to
receive delivery of one share of Common Stock at a specified future date,
subject to the terms of the Plan and the applicable Agreement. Until settled, a
Stock Unit shall represent an unfunded and unsecured obligation of the Company
with respect to which a Participant has rights no greater than those of a
general creditor of the Company. Unless otherwise specified by the Committee,
each Stock Unit will carry with it the right to crediting of an amount equal to
dividends and distributions paid on a share of Common Stock ("dividend
equivalents"), which amounts will be deemed reinvested in additional Stock
Units, at the Fair Market Value of Common Stock at the dividend payment date.
Such additional Stock Units will be subject to the same risk of forfeiture,
other restrictions, and deferral of settlement as the original Stock Units to
which such additional Stock Units directly or indirectly relate. Unless the
Committee determines to settle Stock Units in cash, Stock Units shall be settled
solely by issuance or delivery of shares of Common Stock. The Committee may, in
its sole discretion, permit Participants to convert their Restricted Stock into
an equivalent number of stock units as of the date on which all applicable
restrictions pertaining to the Restricted Stock would either lapse or be deemed
satisfied (the "Vesting Date"). Any such request for conversion must (a) be made
by the Participant at least six months prior to the Vesting Date and (b) specify
a deferral date which is no earlier than the earlier of (i) the Participant's
termination of employment or (ii) the first anniversary of the Vesting Date.
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ARTICLE X
FORFEITURE AND EXPIRATION OF AWARDS

10.1 TERMINATION OF EMPLOYMENT OR SERVICE. Subject to the express
provisions of this Plan and the terms of any applicable Agreement, the
Committee, in its discretion, may provide for the forfeiture or continuation of
any Award for such period and upon such terms and conditions as are determined
by the Committee in the event that a Participant ceases to be an Employee or
Director. In the absence of Committee action or except as otherwise provided in
an Agreement, the following rules shall apply:

(a) With respect to Stock Options granted to Employees, in
the event of Retirement, the Stock Options shall continue to vest according to
the original schedule, but no Stock Options may be exercised after the
expiration of the earlier of the remaining term of such Stock Options or 36
months (12 months in the case of Incentive Stock Options) following the date of
Retirement; in the event of permanent and total disability, the Stock Options
shall continue to vest according to the original schedule, but no Stock Options
may be exercised after the expiration of the earlier of the remaining term of
such Stock Option or 12 months following the date of permanent and total
disability; in the event of death, Stock Options held at the time of death by
the Participant may be exercised by the estate or beneficiary of such
Participant until the expiration of the earlier of the remaining term of such
Stock Options or three years from the date of death; in the event of the
Participant's voluntary separation of employment, the Stock Options shall
terminate and be forfeited as of the date of separation of employment; in the
event of the Participant's involuntary separation of employment, the Stock
Option shall be exercisable until the end of the period of the Participant's
receipt of installments of severance pay, if any, from the Company; in the event
of an involuntary separation of employment without severance pay or if severance
pay is paid in a lump sum, the Stock Options shall not be exercisable after the
date of separation of employment;

(b) With respect to Limited Rights granted to Employees, in
the event of Retirement or permanent and total disability, the Limited Rights



shall continue in effect for six months following separation of service, and
such Limited Rights may be exercised during such six month period; in the event
of the Participant's death or voluntary separation of service, the Limited
Rights shall terminate as of the date of separation from employment; provided
that Limited
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Rights pursuant to Section 8.1 may be exercised in accordance with their terms
by the holder thereof who separated from employment following a Change in
Control, without respect to the separation of employment of such holder; and

(c) With respect to Restricted Awards granted to Employees,
in the event of a Participant's voluntary or involuntary separation before the
expiration of the employment period specified by the Committee, with respect to
Service Awards, or before the fulfillment of the Performance Objective and any
other restriction imposed by the Committee, with respect to Performance Awards,
any shares of Restricted Stock shall be returned to the Company and any
Restricted Award shall be deemed to have been forfeited by the Participant as of
the date of such separation.

10.2 LEAVE OF ABSENCE. With respect to an Award, the Committee may,
in its sole discretion, determine that any Participant who is on leave of
absence for any reason shall be considered to still be in the employ of the
Company, provided that rights to such Award during a leave of absence shall be
limited to the extent to which such rights were earned or vested when such leave
of absence began.

ARTICLE XI
ADJUSTMENT PROVISIONS

11.1 SHARE ADJUSTMENTS. If the number of outstanding shares of Common
Stock is increased, decreased, or exchanged for a different number or kind of
shares or other securities, or if additional, new, or different shares or other
securities are distributed with respect to such shares of Common Stock or other
securities, through merger, consolidation, sale of all or substantially all of
the assets of the Company, reorganization, recapitalization, reclassification,
stock dividend, stock split, reverse stock split, or other distribution with
respect to such shares of Common Stock or other securities, an appropriate
adjustment in order to preserve the benefits or potential benefits intended to
be made available to the Participants may be made, in the discretion of the
Committee, in all or any of the following (i) the maximum number and kind of
shares provided in Section 3.1 and the number of Awards that may be granted to
an Employee in the specified period under Section 5.3; (ii) the number and kind
of shares or other securities
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subject to then outstanding Awards; and (iii) the price for each share or other
unit of any other securities subject to then outstanding Awards. The Committee
may also make any other adjustments, or take such action as the Committee, in
its discretion, deems appropriate in order to preserve the benefits or potential
benefits intended to be made available to the Participants. Any fractional share
resulting from such adjustment may be eliminated.

11.2 CORPORATE CHANGES. Subject to Article XIII, upon (i) the
dissolution or liquidation of the Company; (ii) a reorganization, merger, or
consolidation (other than a merger or consolidation effecting a reincorporation
of the Company in another state or any other merger or consolidation in which
the shareholders of the surviving Company and their proportionate interests
therein immediately after the merger or consolidation are substantially
identical to the shareholders of the Company and their proportionate interests
therein immediately prior to the merger or consolidation) of the Company with
one or more corporations, following which the Company is not the surviving
Company (or survives only as a subsidiary of another Company in a transaction in
which the shareholders of the parent of the Company and their proportionate
interests therein immediately after the transaction are not substantially
identical to the shareholders of the Company and their proportionate interests
therein immediately prior to the transaction); (iii) the sale of all or
substantially all of the assets of the Company; or (iv) the occurrence of a
Change in Control, subject to the terms of any applicable Agreement, the
Committee serving prior to the date of the applicable event may, to the extent
permitted in Section 3.1 of this Plan, in its discretion and without obtaining
shareholder approval, take any one or more of the following actions with respect
to any Participant:

(a) accelerate the exercise dates of any or all outstanding
Awards;

(b) grant Limited Rights to holders of outstanding Stock



Options;

(c) eliminate any and all restrictions with respect to
outstanding Restricted Awards;

(d) pay cash to any or all holders of Stock Options in
exchange for the cancellation of their outstanding Stock
Options and cash out all outstanding stock units;

(e) grant new Awards to any Participants; or
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(f) make any other adjustments or amendments to outstanding

Awards or determine that there shall be substitution of
new Awards by such successor employer Company or a
parent or subsidiary company thereof, with appropriate
adjustments as to the number and kind of shares or units
subject to such awards and prices.

11.3 BINDING DETERMINATION. Adjustments under Sections 11.1 and 11.2
shall be made by the Committee, and its determination as to what adjustments
shall be made and the extent thereof shall be final, binding, and conclusive.

ARTICLE XII
GENERAL PROVISIONS

12.1 NO RIGHT TO EMPLOYMENT. Nothing in this Plan or in any
instrument executed pursuant to this Plan shall confer upon any Participant any
right to continue in the employ of the Company or a Subsidiary or affect the
Company's or a Subsidiary's right to terminate the employment of any Participant
at any time with or without cause or any right to continue to serve as a
Director of the Company or affect any party's right to remove such Participant
as a Director.

12.2 SECURITIES REQUIREMENTS. The Company shall not be obligated to
issue or transfer shares of Common Stock pursuant to an Award unless all
applicable requirements imposed by federal and state laws, regulatory agencies,
and securities exchanges upon which the Common Stock may be listed have been
fully complied with. As a condition precedent to the issuance of shares pursuant
to the grant or exercise of an Award, the Company may require the Participant to
take any reasonable action to meet such requirements.

12.3 NO RIGHT TO STOCK. No Participant and no beneficiary or other
person claiming under or through such Participant shall have any right, title,
or interest in any shares of Common Stock allocated or reserved under this Plan
or subject to any Award except as to such shares of Common Stock, if any, that
have been issued or transferred to such Participant.
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12.4 WITHHOLDING. The Company or a Subsidiary, as appropriate, shall
have the right to deduct from all Awards paid in cash any federal, state, or
local taxes as required by law to be withheld with respect to such cash
payments. In the case of Awards paid in Common Stock, the Participant or other
person receiving such Common Stock may be required to pay to the Company or a
Subsidiary, as appropriate, the amount of any such taxes which the Company or
Subsidiary is required to withhold with respect to such Common Stock. Also, at
the discretion of the Committee and provided such withholding can be effected
without causing the Participant to incur liability under Section 16 (b) of the
Exchange Act, the Participant may (i) direct the Company or Subsidiary to
withhold from the shares of Common Stock to be issued or transferred to the
Participant the number of shares necessary to satisfy the Company's or
Subsidiary's obligation to withhold taxes, such determination to be based on the
shares' Fair Market Value as of the date on which tax withholding is to be made,
(ii) deliver sufficient shares of Common Stock (based upon the Fair Market Value
at the date of withholding) to satisfy the withholding obligations, or (iii)
deliver sufficient cash to satisfy the withholding obligations. Participants who
elect to use such a stock withholding feature must make the election at the time
and in the manner prescribed by the Committee.

12.5 NO DISPOSITION. No Award under this Plan may be the subject of
any Disposition (excluding shares of Common Stock with respect to which all
restrictions have lapsed), other than by will or the laws of descent or
distribution. Any attempted Disposition in violation of this provision shall be
void and ineffective for all purposes. Notwithstanding the foregoing, the
Committee may, in its sole discretion, permit a Participant to transfer a
Non-qualified Stock Option (and any related limited right) to (a) a member or
members of the Participant's immediate family, (b) a trust, the beneficiaries of
which consist exclusively of members of the Participant's immediate family, (c)



a partnership, the partners of which consist exclusively of members of the
Participant's immediate family, or (d) any similar entity created for exclusive
benefit of members of the Participant's immediate family.

12.6 SEVERABILITY; CONSTRUCTION. If any provision of this Plan is
held to be illegal or invalid for any reason, then the illegality or invalidity
shall not affect

19

the remaining provisions hereof, but such provision shall be fully severable and
this Plan shall be construed and enforced as if the illegal or invalid provision
had never been included herein. Headings and subheadings are for convenience
only and not to be conclusive with respect to construction of this Plan.

12.7 GOVERNING LAW. All questions arising with respect to the
provisions of this Plan shall be determined by application of the laws of the
Commonwealth of Pennsylvania, except as may be required by applicable federal
law.

12.8 OTHER DEFERRALS. The Committee may permit selected Participants
to elect to defer payment of Awards in accordance with procedures established by
the Committee including, without limitation, procedures intended to defer
taxation on such deferrals until receipt (including procedures designed to avoid
incurrence of liability under Section 16 (b) of the Exchange Act). Any deferred
payment, whether elected by the Participant or specified by an Agreement or by
the Committee, may require forfeiture in accordance with stated events, as
determined by the Committee.

ARTICLE XIII
AMENDMENT AND TERMINATION

13.1 AMENDMENTS; SUSPENSION; TERMINATION. The Board may at any time
amend, suspend (and if suspended, may reinstate) or terminate this Plan;
provided, however, that after the shareholders have approved this Plan in
accordance with Section 14.1, the Board may not, without approval of the
shareholders of the Company, amend this Plan so as to (a) increase the number of
shares of Common Stock subject to this Plan except as permitted in Article XI or
(b) reduce the exercise price for shares of Common Stock covered by Stock
Options granted hereunder below the applicable price specified in Article VII of
this Plan or (c) materially increase benefits under this Plan (within the
meaning of Rule 16b-3 of the Securities and Exchange Commission as in effect
prior to August 15, 1996); and provided further, that the Board may not modify,
impair or cancel any outstanding Award in a manner that materially and adversely
affects a Participant without the consent of such Participant.
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ARTICLE XIV
DATE OF PLAN ADOPTION

14.1 DATE OF PLAN ADOPTION. This Plan has been adopted by the Board
effective December 3, 1996, subject to shareholder approval. Options may be
granted under the Plan prior to such shareholder approval, but if the requisite
shareholder approval is not obtained, then the Plan shall become null and void
ab initio and of no further force or effect and such Awards shall be canceled.
This Plan shall continue in effect with respect to Awards granted before
termination of this Plan and until such Awards have been settled, terminated or
forfeited.
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