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PART I.     FINANCIAL INFORMATION
 
ITEM 1. Financial Statements (Unaudited)
 

AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES
 

CONSOLIDATED BALANCE SHEETS
 
 
 
(in thousands, except share and per share data)

ASSETS
December 31,

2001
September 30,

2001

 (Unaudited)
      
Current assets:

Cash and cash equivalents ....................................................................................... $ 256,689 $ 297,626
Accounts receivable, less allowance for doubtful accounts: $194,080 at

December 31, 2001 and $188,586 at September 30, 2001 ................................. 2,106,068 2,142,663
Merchandise inventories.......................................................................................... 5,778,905 5,056,257
Prepaid expenses and other...................................................................................... 17,088 15,956

Total current assets....................................................................................... 8,158,750 7,512,502
     
Property and equipment, at cost:

Land......................................................................................................................... 25,177 25,177
Buildings and improvements ................................................................................... 166,416 166,130
Machinery, equipment and other ............................................................................. 187,600 186,889

Total property and equipment ...................................................................... 379,193 378,196
Less accumulated depreciation ................................................................................ 99,236 88,627

Property and equipment, net......................................................................... 279,957 289,569
     
Other assets:

Goodwill .................................................................................................................. 2,133,389 2,125,258
Deferred income taxes ............................................................................................. 17,756 22,326
Intangibles, deferred charges and other ................................................................... 343,468 341,590

Total other assets.......................................................................................... 2,494,613 2,489,174

TOTAL ASSETS ........................................................................................ $ 10,933,320 $ 10,291,245
     
See notes to consolidated financial statements.
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AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES
 

CONSOLIDATED BALANCE SHEETS - (Continued)
 
 
 
(in thousands, except share and per share data)

LIABILITIES AND STOCKHOLDERS' EQUITY
December 31,

2001
September 30,

2001

 (Unaudited)   
     
Current liabilities:

Accounts payable..................................................................................................... $ 5,122,086 $ 4,991,884
Accrued expenses and other .................................................................................... 377,320 359,131
Current portion of long-term debt............................................................................ 15,000 2,468
Accrued income taxes.............................................................................................. 30,821 16,655
Deferred income taxes ............................................................................................. 176,973 162,315

Total current liabilities ................................................................................. 5,722,200 5,532,453
     
      
Long-term debt, net of current portion................................................................................. 1,974,357 1,597,295
Other liabilities..................................................................................................................... 43,926 48,317
     
Company-obligated mandatorily redeemable preferred securities of

subsidiary trust holding solely debt securities of the Company............................... 274,784 274,616
     
Stockholders' equity:

Common stock, $.01 par value - authorized: 300,000,000 shares;
issued and outstanding: 103,927,859 shares at December 31,
2001 and 103,544,519 shares at September 30, 2001......................................... 1,039 1,035

Additional paid-in capital ........................................................................................ 2,723,290 2,709,687
Retained earnings..................................................................................................... 193,466 128,178
Accumulated other comprehensive income (loss) ................................................... 258 (336)

Total stockholders' equity............................................................................. 2,918,053 2,838,564
     

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY................. $ 10,933,320 $ 10,291,245
     
See notes to consolidated financial statements.
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AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES
 

CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

 
(in thousands, except per share data)

 Three months ended December 31,

 2001 2000
 
Operating revenue...................................................................................................... $ 9,686,276 $ 3,306,751
Bulk deliveries to customer warehouses.................................................................... 1,382,504 444
Total revenue ............................................................................................................. 11,068,780 3,307,195
Cost of goods sold ..................................................................................................... 10,597,347 3,169,762
Gross profit ................................................................................................................ 471,433 137,433
Operating expenses:

Distribution, selling and administrative............................................................... 297,592 79,645
Depreciation ........................................................................................................ 14,247 3,298
Amortization........................................................................................................ 800 596
Merger costs ........................................................................................................ 7,497 - 

Operating income ...................................................................................................... 151,297 53,894
Equity in losses of affiliates and other....................................................................... 1,731 774
Interest expense ......................................................................................................... 30,975 10,876
Income before taxes and distributions on preferred securities of subsidiary trust ..... 118,591 42,244
Income taxes .............................................................................................................. 47,078 16,053
Income before distributions on preferred securities of subsidiary trust ..................... 71,513 26,191
Distributions on preferred securities of subsidiary trust,

net of income tax benefit of $2,388..................................................................... 3,630 - 
Net income .................................................................................................... $ 67,883 $ 26,191

    
Earnings per share:       

Basic.................................................................................................................... $ 0.65 $ 0.50
Diluted................................................................................................................. $ 0.63 $ 0.49

    
Weighted average common shares outstanding:       

Basic.................................................................................................................... 103,736 52,354
Diluted................................................................................................................. 111,182 54,578

Cash dividends declared per share of common stock ................................................ $ 0.025 $ - 
         
 
See notes to consolidated financial statements.       
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AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES

 
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

     
(in thousands)     

 Three months ended December 31,

 2001 2000
 
OPERATING ACTIVITIES       

Net income .............................................................................................................. $ 67,883 $ 26,191
Adjustments to reconcile net income to net cash used in operating activities:

Depreciation..................................................................................................... 14,247 3,298
Amortization, including amounts charged to interest expense

and preferred distributions......................................................................... 1,999 1,228
Provision for loss on accounts receivable ........................................................ 15,758 3,682
Loss (gain) on disposal of property and equipment ......................................... 183 (124)
Equity in losses of affiliates and other ............................................................. 1,731 774
Provision for deferred income taxes ................................................................ 17,795 3,130
Employee stock compensation......................................................................... 205 - 
Changes in operating assets and liabilities, excluding the

effects of acquisitions:
Accounts and notes receivable ............................................................ 20,662 (103,620)
Merchandise inventories ..................................................................... (722,648) (347,101)
Prepaid expenses and other assets ....................................................... (1,721) 186
Accounts payable, accrued expenses and income taxes ...................... 169,310 178,099
Other.................................................................................................... 1,897 128

NET CASH USED IN OPERATING ACTIVITIES..................................................... (412,699) (234,129)

INVESTING ACTIVITIES
Capital expenditures................................................................................................ (10,069) (5,443)
Purchase of equity interests in businesses............................................................... (8,240) - 
Proceeds from sales of property and equipment ..................................................... 53 265

NET CASH USED IN INVESTING ACTIVITIES...................................................... (18,256) (5,178)

FINANCING ACTIVITIES
Net borrowings (repayments) under revolving credit

and receivables securitization facilities............................................................ 413,000 (20,000)
Long-term debt borrowings..................................................................................... - 300,000
Long-term debt repayments .................................................................................... (23,075) (56)
Deferred financing costs and other.......................................................................... (971) (8,935)
Distributions on preferred securities of subsidiary trust.......................................... (5,850) - 
Exercise of stock options ........................................................................................ 9,509 9,840
Cash dividends on common stock........................................................................... (2,595) - 

NET CASH PROVIDED BY FINANCING ACTIVITIES .......................................... 390,018 280,849

(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS......................... (40,937) 41,542
Cash and cash equivalents at beginning of period......................................................... 297,626 120,818

CASH AND CASH EQUIVALENTS AT END OF PERIOD...................................... $ 256,689 $ 162,360
  

See notes to consolidated financial statements.       
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AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

 
 
Note 1. Basis of Presentation
  

The accompanying financial statements present the consolidated financial position, results of operations and cash flows
of AmerisourceBergen Corporation and its wholly-owned subsidiaries (the ''Company'') as of the dates and for the periods
indicated. All material intercompany accounts and transactions have been eliminated in consolidation.

The Company was formed in connection with the merger of AmeriSource Health Corporation ("AmeriSource") and
Bergen Brunswig Corporation ("Bergen"), which was consummated on August 29, 2001 (the "Merger"), as described further in
Note 2.  As a result of the Merger, AmeriSource and Bergen became wholly owned subsidiaries of the Company.

The accompanying unaudited consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States for interim financial information and with the instructions to Form 10-Q and
Rule 10-01 of Regulation S-X. In the opinion of management, all adjustments (consisting of normal recurring accruals)
considered necessary to present fairly the financial position as of December 31, 2001, the results of operations for the three
months ended December 31, 2001 and 2000 and the cash flows for the three months ended December 31, 2001 and 2000 have
been included. Certain information and footnote disclosures normally included in financial statements presented in accordance
with accounting principles generally accepted in the United States, but which are not required for interim reporting purposes,
have been omitted. The accompanying unaudited consolidated financial statements should be read in conjunction with the
financial statements and notes thereto included in the Company's Annual Report on Form 10-K for the fiscal year ended
September 30, 2001.

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
requires management to make estimates and assumptions that affect amounts reported in the financial statements and
accompanying notes. Actual amounts could differ from these estimated amounts.

Certain reclassifications have been made to prior-year amounts in order to conform to the current-year presentation.
 

Note 2. Merger
  

The merger of AmeriSource and Bergen into the Company was consummated on August 29, 2001, upon the affirmative
vote of the AmeriSource and Bergen stockholders.  The Merger occurred pursuant to a merger agreement between AmeriSource
and Bergen dated March 16, 2001.  In connection with the Merger, the AmeriSource stockholders received one share of the
Company's common stock for each AmeriSource common share, while the Bergen stockholders received 0.37 of a share of
Company common stock for each Bergen common share. As a result, AmeriSource and Bergen became wholly owned
subsidiaries of the Company and the stockholders of AmeriSource and Bergen became the stockholders of the Company.

The Merger was accounted for under the purchase method of accounting for business combinations pursuant to
Statement of Financial Accounting Standards No. 141 (see Note 3).  Since the former AmeriSource stockholders owned
approximately 51% of the Company immediately after the Merger (with the former Bergen stockholders owning the remaining
49%), the Company accounted for the Merger as an acquisition by AmeriSource of Bergen.  In accordance with the purchase
method, the Company included Bergen's financial results in the consolidated financial statements beginning with the
consummation date of the Merger.   Accordingly, the accompanying consolidated statements of operations and cash flows for the
three months ended December 31, 2000 include only the amounts for AmeriSource.
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Note 3. Recently-Issued Financial Accounting Standards
  

In June 2001, the Financial Accounting Standards Board ("FASB") issued Statement of Financial Accounting Standards
("SFAS") No. 141, "Business Combinations."  SFAS No. 141 applies to all business combinations completed after June 30, 2001
and requires the use of the purchase method of accounting.  SFAS No. 141 also establishes new criteria for determining whether
intangible assets should be recognized separately from goodwill.  The Company accounted for the Merger, which was
consummated in August 2001, in accordance with SFAS No. 141.

As of October 1, 2001, the Company adopted SFAS No. 142, "Goodwill and Other Intangible Assets," which revises the
accounting and financial reporting standards for goodwill and other intangible assets.   Under SFAS No. 142, goodwill and
intangibles with indefinite lives are not amortized; rather, they are tested for impairment on at least an annual basis.  In
accordance with the transition provisions of SFAS No. 142, the Company did not amortize goodwill arising from the Merger in
fiscal 2001. In fiscal 2002, the Company has discontinued the amortization of all goodwill.  Had the Company not amortized
goodwill during fiscal 2001, net income for the quarter ended December 31, 2000 would have been approximately $0.2 million
higher than the reported amount, and basic and diluted earnings per share would have been unchanged from the reported amounts.
SFAS No. 142 requires that the Company complete an initial impairment test of goodwill within six months of adopting the
standard, with any impairment charges recorded as a cumulative effect of a change in accounting principle.  The Company
expects to complete its initial impairment test by March 31, 2002 and, based on the analysis performed to date, does not believe
that an impairment charge will be required.

In August 2001, the FASB issued SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets."
This standard sets forth the accounting for the impairment of long-lived assets, whether they are held and used or are disposed of
by sale or other means.  It also broadens and modifies the presentation of discontinued operations.  The standard will be effective
for the Company's fiscal year 2003, although early adoption is permitted, and its provisions are generally to be applied
prospectively.  The Company is in the process of evaluating the adoption of this standard, but does not believe it will have a
material impact on its consolidated financial statements.
 

Note 4. Earnings Per Share
  

Basic earnings per share is computed on the basis of the weighted average number of shares of common stock
outstanding during the periods presented.  Diluted earnings per share is computed on the basis of the weighted average number of
shares of common stock outstanding during the periods plus the dilutive effect of stock options.  Additionally, the diluted
calculations consider the 5% convertible subordinated notes (which were issued in December 2000) as if converted and, therefore,
the after-tax effect of interest expense related to these notes is added back to net income in determining income available to
common stockholders.

   Three months ended December 31,
(in thousands) 2001 2000

Net income................................................................................................. $ 67,883 $ 26,191
Interest expense - convertible subordinated notes,

net of income taxes .............................................................................. 2,481 559
Income available to common stockholders .................................... $ 70,364 $ 26,750

Weighted average common shares outstanding - basic ............................. 103,736 52,354
Effect of dilutive securities:

Options to purchase common stock ..................................................... 1,782 993
Convertible subordinated notes............................................................ 5,664 1,231

Weighted average common shares outstanding - diluted ............... 111,182 54,578
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Note 5. Goodwill and Other Intangible Assets
  

Following is a summary of the changes in the carrying value of goodwill, by reportable segment, for the three months
ended December 31, 2001 (in thousands):

Pharmaceutical
Distribution PharMerica Total

Goodwill at September 30, 2001 ............................. $ 1,854,158 $ 271,100 $ 2,125,258

Adjustments to the fair value of net assets
acquired in connection with the Merger............. 4,364 - 4,364

Goodwill recognized in connection with the
acquisition of minority interest in a subsidiary .. 3,767 - 3,767

Goodwill at December 31, 2001.............................. $ 1,862,289 $ 271,100 $ 2,133,389

 

Following is a summary of other intangible assets as of December 31, 2001 and September 30, 2001 (in thousands):
 
 

December 31, 2001 September 30, 2001

Gross
Carrying
Amount

Accumulated
Amortization

Net
Carrying
Amount

Gross
Carrying
Amount

Accumulated
Amortization

Net
Carrying
Amount

Unamortized intangibles:
Tradenames ................... $ 219,000 $ -   $ 219,000 $ 219,000 $ -   $ 219,000

Amortized intangibles:
Customer lists and other 17,375 (5,003) 12,372 17,375 (4,203) 13,172

Total other intangible assets $ 236,375 $ (5,003) $ 231,372 $ 236,375 $ (4,203) $ 232,172

 

Amortization expense for other intangible assets was $0.8 million and $0.2 million in the three months ended
December 31, 2001 and 2000, respectively.
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Note 6. Long-Term Debt
  
 Long-term debt consisted of the following (in thousands):

December 31,
2001

September 30,
2001

8 1/8% senior notes due 2008 ..................................................................... $ 500,000 $ 500,000
AmeriSource 5% convertible subordinated notes due 2007....................... 300,000 300,000
Bergen 7 3/8% senior notes due 2003 ......................................................... 151,479 151,832
Bergen 7 1/4% senior notes due 2005 ......................................................... 99,690 99,668
PharMerica 8 3/8% senior subordinated notes due 2008 ............................ 124,656 124,719
Term loan facility at 4.55% and 5.01%, respectively................................. 300,000 300,000
AmeriSource receivables securitization financing due 2004, at 2.37%

and 3.89%, respectively................................................................. 350,000 22,000
Bergen receivables securitization financing due 2005, at 2.71%

and 3.69%, respectively................................................................. 100,000 15,000
Revolving credit facilities averaging 4.07% and 5.14%, respectively ....... 55,000 55,000
Bergen 7% convertible subordinated debentures due 2006 ....................... - 20,609
Bergen 6 7/8% exchangeable subordinated debentures due 2011............... 8,425 8,425
Other .......................................................................................................... 107 2,510

Total .............................................................................................. 1,989,357 1,599,763
Less current portion .................................................................................. 15,000 2,468
 Total, net of current portion........................................................... $ 1,974,357 $ 1,597,295

 

A description of the principal terms of the aforementioned debt is set forth in Note 4 of the Company's consolidated
financial statements included in the Company's Annual Report on Form 10-K for the fiscal year ended September 30, 2001.
 

Note 7. Merger Costs and Facility Consolidations and Employee Severance
  
 
 Merger Costs

During the three months ended December 31, 2001, the Company expensed approximately $7.5 million of merger costs,
primarily related to integrating the operations of AmeriSource and Bergen.  Such costs were comprised of $6.0 million of
consulting fees and $1.5 million of other items.  Additional costs related to the Merger, including integration and employee
retention costs, will be charged to expense in subsequent periods when incurred.
 

 Facility Consolidations and Employee Severance

In connection with the Merger, the Company has developed integration plans to consolidate its distribution network and
eliminate duplicate administrative functions, which are expected to result in synergies of approximately $150 million annually by
the end of the third year following the Merger. The Company intends to reduce the number of pharmaceutical distribution
facilities from 51 at September 30, 2001 to approximately 30 over the next three to four years.

In September 2001, the Company announced plans to close seven distribution facilities in fiscal 2002, including six
former AmeriSource facilities and one former Bergen facility. A charge of $10.9 million was recognized in the fourth quarter of
fiscal 2001 related to the AmeriSource facilities, and included $6.2 million of severance for approximately 260 warehouse and
administrative personnel to be terminated, $2.3 million in lease and contract cancellations, and $2.4 million for the write-down of
assets related to the facilities to be closed.   Approximately $0.2 million of costs related to the Bergen facility were included in the
purchase price allocation.



AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(UNAUDITED)

11

During the quarter ended December 31, 2001, the Company announced further integration initiatives, related to the
closure of Bergen’s repackaging facility and the elimination of certain Bergen administrative functions.  The cost of these
initiatives of  approximately $4.5 million, which included $3.4 million of severance for approximately 95 employees to be
terminated and $1.1 million for the write-down of assets related to the facility to be closed, resulted in additional goodwill being
recorded during the quarter.

During the quarter ended December 31, 2001, two distribution facilities and the repackaging facility were closed, and
another five distribution facilities are scheduled for closure by the end of fiscal 2002.  Approximately 70 employees were
terminated during the quarter.  The Company paid a total of $1.5 million for employee severance and lease and contract
cancellation costs with respect to its integration initiatives during the quarter.  Remaining accrued expenses of $9.1 million for
employee severance and lease obligations are included in the accompanying consolidated balance sheet at December 31, 2001.
Severance for some employees will be paid over periods of up to eighteen months after their respective termination dates.
Additional amounts for integration initiatives will be recognized in subsequent periods as facilities to be consolidated are
identified and specific plans are approved and announced.
 
 
Note 8. Legal Matters and Contingencies
  

In the ordinary course of its business, the Company becomes involved in lawsuits, administrative proceedings and
governmental investigations, including antitrust, environmental, product liability, regulatory agency and other matters.  In some
of these proceedings, plaintiffs may seek to recover large and sometimes unspecified amounts and the matters may remain
unresolved for several years.  On the basis of information furnished by counsel and others, the Company does not believe that
these matters, individually or in the aggregate, will have a material adverse effect on its business or financial condition.

 Antitrust Actions

In 1993, two of the Company's subsidiaries, AmeriSource and Bergen, were named defendants, along with a number of
other wholesale distributors and pharmaceutical manufacturers, in a series of purported class action antitrust lawsuits brought in
federal court by retail pharmacies.  In October 1994, the Company entered into a Judgment Sharing Agreement (covering both the
federal and parallel state actions) with the other wholesaler and manufacturer defendants addressing the issues of reimbursement
of litigation costs and indemnification for any judgment.  In 1997, the Company and several other wholesale distributors were
also added as defendants in a series of related antitrust lawsuits brought by independent pharmacies and chain drugstores which
had opted out of the class action cases and in parallel suits filed in several state courts.  In essence, all of these lawsuits claimed
that the manufacturer and wholesaler defendants conspired to fix the prices charged to retail pharmacies for prescription brand
name pharmaceuticals.  In the federal class action cases, the Court granted all of the defendants' motions for judgment as a matter
of law and dismissed all claims against the Company and the other defendants.  This judgment was affirmed on appeal.  In
November 2000, the Court granted the distributors' motion for summary judgment in the opt-out cases.  Plaintiffs' appeal to the
Seventh Circuit is pending.  Two of the state cases are proceeding but are inactive; the rest have been settled or dismissed.  The
Company believes it has meritorious defenses to the claims asserted and intends to vigorously defend itself in all of these cases.

 Environmental Remediation

The Company's AmeriSource Corporation subsidiary is subject to contingencies pursuant to environmental laws and
regulations at one of its former distribution centers that may require the Company to make remediation efforts.  In fiscal 1994, the
Company accrued $4.1 million to cover future consulting, legal, remediation and ongoing monitoring costs.  Approximately $0.4
million of such costs have been paid through December 31, 2001.  Based on a new engineering analysis prepared by outside
consultants that was completed in September 2001, environmental reserves of $2.7 million were reversed into income during the
fourth quarter of fiscal 2001.  The remaining accrued liability of $1.0 million is reflected in other liabilities in the accompanying
consolidated balance sheet at December 31, 2001.  The accrued liability represents the current estimate of the extent of
contamination and choice of remedy based on existing technology and presently enacted laws and regulations.  However, changes
in remediation standards, improvements in cleanup technology and discovery of additional information concerning the site could
affect the estimated liability in the future.
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 Proposition 65

In February 1999, Perry Gottesfeld, an individual, filed a lawsuit against the Company's Bergen Brunswig Drug
Company subsidiary ("BBDC") and approximately sixteen other defendants alleging that manufacturers and distributors of over-
the-counter dandruff shampoos containing coal tar expose consumers to coal tar, a Proposition 65-listed carcinogen, without
providing a warning.  Shortly after Gottesfeld filed suit, the California Attorney General filed a separate action covering the same
products.  The cases have been consolidated and are pending in state court.  The Company has filed an answer to both plaintiffs'
claims and responded to discovery requests.  In March 2000, Gottesfeld filed a citizen's petition with the Food and Drug
Administration requesting FDA to restrict the sale of pharmaceuticals containing coal tar to prescription only and to require
additional warnings for cancer.  In September 2000, the Court granted the Company's request for a stay of the action pending
FDA review of the Gottesfeld petition.  In February 2001, FDA rejected Gottesfeld's petition, finding that the scientific studies
and data on which Gottesfeld based his request for FDA to restrict the sale of coal tar products and/or require them to be sold with
warnings was not valid.  FDA reaffirmed the current regulations, including formulation and labeling requirements.  FDA
specifically stated that cancer warnings on coal tar shampoo were not warranted.  The Company filed a motion for summary
judgment in November 2001.  In December 2001, Gottesfeld and the California Attorney General reached a tentative settlement
agreement with BBDC to dismiss the Company from this litigation.  Pursuant to the tentative agreement, the Court vacated the
pending January 2002 trial date.

In October 2001, the Center for Environmental Health filed a lawsuit against  BBDC and several other defendants.  The
complaint alleged violations of California's Proposition 65 and Unfair Trade Practices Act for failure to provide clear and
reasonable warnings regarding the carcinogenicity and reproductive toxicity of lead and the reproductive toxicity of cadmium to
the users of FDA-approved anti-diarreal medicines.  The Company tendered its defense to the manufacturer of its private label
medicines.  In January 2002, the California Attorney General served an amended complaint against BBDC and several of the
defendants covering the same products and asserting similar allegations and damages.  On January 29, 2002, the State filed a
motion to consolidate the two actions in San Francisco County Superior Court.  Settlement discussions are ongoing.
 
 Contract Dispute

In January 2002, BBDC was served with a complaint filed in the United States District Court for the District of New
Jersey by one of its manufacturer vendors, Bracco Diagnostics Inc. ("Bracco").  The complaint, which includes claims for fraud,
breach of New Jersey's Consumer Fraud Act, breach of contract and unjust enrichment, involves disputes relating to chargebacks
and credits.  The Company is preparing its response to the complaint.

 PharMerica Matters

In November 1998 and February 1999, two putative securities class actions were filed in federal court against the
Company's PharMerica subsidiary and certain individuals.  These cases were later consolidated.  The proposed classes consist of
all persons who purchased or acquired stock of PharMerica between January 7, 1998 and July 24, 1998.  The complaint, which
includes claims under Section 10(b) and 20(a) of the Securities Exchange Act of 1934, alleges that defendants made various
material misrepresentations and omissions in connection with an alleged violation of generally accepted accounting principles and
the withholding of information related to the costs associated with certain acquisitions.  Defendants' motion to dismiss is pending.

Prior to the acquisition of PharMerica by the Company's Bergen Brunswig Corporation subsidiary, the United States
Department of Health and Human Services ("HHS"), during the course of a Medicare audit of various nursing homes, requested
PharMerica to produce records related to intravenous pharmaceuticals provided to certain nursing homes in 1997 and 1998.
PharMerica has learned that HHS auditors alleged that during the 1997-1998 time frame, certain nursing homes, primarily
operating in Texas, improperly billed Medicare for intravenous pharmaceuticals and related services.  In June 2000, the
government sued Sensitive Care, a former chain of thirteen Texas nursing homes, alleging that Sensitive Care filed false claims
for Medicare reimbursement.  Because Sensitive Care has filed for bankruptcy, the government's case has been filed in
bankruptcy court as a creditor's claim.  In its answer to the government's lawsuit, Sensitive Care has denied liability and has
brought a third-party complaint alleging that PharMerica is liable for any false claims liabilities that may be imposed against
Sensitive Care under an indemnification clause contained in the pharmacy services contracts between PharMerica and the nursing
homes Sensitive Care formerly operated.  PharMerica intends to defend vigorously against the imposition of any liability against
it for fraudulent billings that Sensitive Care, an independent third-party organization, may have submitted to the government.
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Note 9. Business Segment Information
  

The Company is organized based upon the products and services it provides to its customers.  The Company's operations
have been aggregated into two reportable segments: Pharmaceutical Distribution and PharMerica.

The Pharmaceutical Distribution segment includes AmerisourceBergen Drug Company ("ABDC") and
AmerisourceBergen Specialty Group ("ABSG").  ABDC includes the full-service pharmaceutical distribution facilities, American
Health Packaging, and other healthcare related businesses. ABDC sells pharmaceuticals, over-the-counter medicines, health and
beauty aids, and other health-related products to hospitals, managed care facilities, and independent and chain retail pharmacies.
American Health Packaging packages oral solid medications for nearly any need in virtually all settings of patient care. ABDC
also provides promotional, inventory management and information services to its customers. ABSG sells specialty pharmaceutical
products to physicians, clinics and other providers in the nephrology, oncology, plasma and vaccines sectors.  ABSG also
provides third party logistics and reimbursement consulting services to healthcare product manufacturers.

The PharMerica segment consists solely of the Company's PharMerica operations. PharMerica provides institutional
pharmacy products and services to patients in long-term care and alternate site settings, including skilled nursing facilities,
assisted living facilities, and residential living communities.  PharMerica also provides mail order pharmacy services to
chronically and catastrophically ill patients under workers' compensation programs, and provides pharmaceutical claims
administration services for payors.

All of the Company's operations are located in the United States, except for one ABDC subsidiary, which operates in
Puerto Rico.

The following tables present segment information for the three months ended December 31 (in thousands):

 Revenue

Three months ended December 31,  2001   2000  

Pharmaceutical Distribution ................................................... $ 9,522,076 $ 3,306,751
PharMerica ............................................................................. 355,415 - 
Intersegment Eliminations...................................................... (191,215) - 
 Operating revenue ........................................................... 9,686,276 3,306,751
       
Bulk deliveries of pharmaceuticals

to customer warehouses................................................... 1,382,504 444

Total revenue.......................................................................... $ 11,068,780 $ 3,307,195

Management evaluates segment performance based on revenues excluding bulk deliveries to customer warehouses.
Intersegment Eliminations represent the elimination of the Pharmaceutical Distribution segment's sales to PharMerica. ABDC is
the principal supplier of pharmaceuticals to PharMerica.
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   Operating Income

Three months ended December 31,  2001   2000  

Pharmaceutical Distribution ................................................... $ 139,484 $ 53,894
PharMerica ............................................................................. 19,310 - 
Merger costs ........................................................................... (7,497) - 

Total operating income.................................................... 151,297 53,894
Equity in losses of affiliates and other.................................... 1,731 774
Interest expense ...................................................................... 30,975 10,876

Income before taxes and distributions on
preferred securities of subsidiary trust...................... $ 118,591 $ 42,244

  
 

Segment operating income is evaluated before equity in losses of affiliates, interest expense and special items.  All
corporate office expenses are allocated to the two reportable segments.
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ITEM 2. Management's Discussion and Analysis of Financial Condition
and Results of Operations

  
  
 

The following discussion should be read in conjunction with the Consolidated Financial Statements and notes thereto
contained herein.

 Impact of the Merger

AmerisourceBergen Corporation (the "Company") is a leading national wholesale distributor of pharmaceutical products
and related healthcare services and solutions with approximately $38 billion in annualized operating revenue.  The Company was
formed in connection with the merger of AmeriSource Health Corporation ("AmeriSource") and Bergen Brunswig Corporation
("Bergen"), which was consummated on August 29, 2001 (the "Merger").

The Merger was accounted for as an acquisition of Bergen under the purchase method of accounting using the new
guidelines for business combinations issued by the Financial Accounting Standards Board (see Note 3 to the consolidated
financial statements).  Under the purchase method of accounting, the cost of approximately $2.4 billion to acquire Bergen,
including transaction costs, was allocated to Bergen's underlying net assets based on their respective estimated fair values. The
$2.3 billion excess of the purchase price over the estimated fair value of the tangible net assets acquired was recorded as goodwill
and intangible assets.

The Company is organized based upon the products and services it provides to its customers.  The Company's operating
segments have been aggregated into two reportable segments: Pharmaceutical Distribution and PharMerica.

The Pharmaceutical Distribution segment includes AmerisourceBergen Drug Company ("ABDC") and
AmerisourceBergen Specialty Group ("ABSG").  ABDC includes the full-service pharmaceutical distribution facilities, American
Health Packaging, and other healthcare related businesses. ABDC sells pharmaceuticals, over-the-counter medicines, health and
beauty aids, and other health-related products to hospitals, managed care facilities, and independent and chain retail pharmacies.
American Health Packaging packages oral solid medications for nearly any need in virtually all settings of patient care. ABDC
also provides promotional, inventory management and information services to its customers. ABSG sells specialty pharmaceutical
products to physicians, clinics and other providers in the nephrology, oncology, plasma and vaccines sectors.  ABSG also
provides third party logistics and reimbursement consulting services to healthcare product manufacturers.

The PharMerica segment consists solely of the Company's PharMerica operations.  PharMerica provides institutional
pharmacy products and services to patients in long-term care and alternate site settings, including skilled nursing facilities,
assisted living facilities, and residential living communities.  It also provides mail order and on-line pharmacy services to injured
workers who are receiving workers' compensation benefits, homebound catastrophically-ill patients, and other consumers.

 Comparative Pro Forma Information for Fiscal 2001

The accompanying historical consolidated statement of operations and statement of cash flows for the quarter ended
December 31, 2000 (the first quarter of fiscal 2001) reflect only the results of AmeriSource, as predecessor to the Company.  In
order to enhance comparability with the financial information for the quarter ended December 31, 2001 (the first quarter of fiscal
2002), the following schedules include the first quarter of fiscal 2001 results of operations on a pro forma basis by reportable
segment.  Within these schedules and the following discussion, pro forma refers to the combined results of AmeriSource and
Bergen and are not intended to be consolidated financial statements of AmerisourceBergen prepared in accordance with
accounting principles generally accepted in the United States, and do not represent the consolidated results as if the Merger had
occurred at the beginning of fiscal 2001.   In addition, they are not necessarily indicative of the actual results which might have
occurred had the operations and management of AmeriSource and Bergen been combined at the beginning of fiscal 2001.

In addition, to further improve the comparability between fiscal years, the pro forma combined information for the first
quarter of fiscal 2001 excludes amortization of goodwill (see Note 3 to the consolidated financial statements) and reflects the full
allocation of Bergen's former Corporate segment to the Company's Pharmaceutical Distribution and PharMerica segments.



ITEM 2. Management's Discussion and Analysis of Financial Condition
and Results of Operations (Continued)

16

Such pro forma information and the related discussion is limited to the line items comprising operating income.  Due to
the changes in the Company's debt structure which occurred in connection with the Merger, pro forma combined interest expense
for fiscal 2001 would not be directly comparable to the Company's fiscal 2002 interest expense.

AmerisourceBergen Corporation
Summary Segment Information

           
           
   Operating Revenue

Three Months Ended December 31,

(dollars in thousands)
Actual
2001

Actual
2000

Pro forma
2000 (1)

Actual %
Change

Pro forma %
Change

 
Pharmaceutical Distribution $ 9,522,076 $ 3,306,751 $ 7,929,966 188% 20%
PharMerica 355,415 - 335,166 -   6
Intersegment Eliminations (191,215) - (181,597) -   5

Total $ 9,686,276 $ 3,306,751 $ 8,083,535 193% 20%

    
   Operating Income (2)

Three Months Ended December 31,

(dollars in thousands)
Actual
2001

Actual
2000

Pro forma
2000 (1)

Actual %
Change

Pro forma %
Change

Pharmaceutical Distribution $ 139,484 $ 53,894 $ 116,090 159% 20%
PharMerica 19,310 - 17,107 -   13

Total $ 158,794 $ 53,894 $ 133,197 195% 19%

    
    
Percentages of operating revenue (2):        
           
Pharmaceutical Distribution

Gross profit 3.70% 4.16% 4.06%
Operating expenses 2.23% 2.53% 2.60%
Operating income 1.46% 1.63% 1.46%

          
PharMerica

Gross profit 33.62% - 35.85%
Operating expenses 28.18% - 30.74%
Operating income 5.43% - 5.10%

           
AmerisourceBergen Corporation

Gross profit 4.87% 4.16% 5.47%
Operating expenses 3.23% 2.53% 3.82%
Operating income 1.64% 1.63% 1.65%

(1) Represents the combination of AmeriSource's and Bergen's  previously reported financial information.

(2) Excludes merger costs.
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 Results of Operations

Consolidated Results

Operating revenue, which excludes bulk deliveries, for the quarter ended December 31, 2001 increased 193% to $9.7
billion from $3.3 billion in the respective prior-year quarter primarily due to increased operating revenue in the Pharmaceutical
Distribution segment as a result of the Merger.  Operating revenue increased 20% compared to $8.1 billion of pro forma
combined operating revenue in the prior-year quarter, primarily due to the 20% increase in Pharmaceutical Distribution operating
revenue.

The Company reports as revenue bulk deliveries to customer warehouses, whereby the Company acts as an intermediary
in the ordering and delivery of pharmaceutical products. As a result of the Merger, bulk deliveries increased to $1.4 billion in the
quarter ended December 31, 2001 from $0.4 million in the prior-year quarter. Revenue from bulk deliveries increased 29% versus
$1.1 billion in the prior-year quarter on a pro forma combined basis.  Due to the insignificant service fees generated from these
bulk deliveries, fluctuations in volume have no significant impact on operating margins.

Gross profit of $471.4 million in the quarter ended December 31, 2001 reflects an increase of 243% from $137.4 million
in the prior-year quarter on a historical basis and an increase of 7% from $442.2 million in the prior-year quarter on a pro forma
combined basis. As a percentage of operating revenue, gross profit in the first quarter of fiscal 2002 was 4.87%, as compared to
prior-year percentages of 4.16% on a historical basis and 5.47% on a pro forma combined basis. The increase in gross profit
percentage from the prior-year historical results was primarily due to the inclusion of PharMerica in the current year.
PharMerica, due to the nature of its prescription fulfillment business, has significantly higher gross margins and operating
expense ratios than the Company's Pharmaceutical Distribution segment. The decrease in gross profit percentage in comparison
with the prior-year pro forma combined percentage reflects declines in both the Pharmaceutical Distribution and PharMerica
segments due to changes in customer mix and competitive selling price pressures.

Distribution, selling and administrative expenses, depreciation and amortization ("DSAD&A") of $312.6 million in the
quarter ended December 31, 2001 reflects an increase of 274% compared to $83.5 million in the prior-year quarter on a historical
basis and an increase of 1% as compared to $309.1 million in the prior-year quarter on a pro forma combined basis.  As a
percentage of operating revenue, DSAD&A in the first quarter of fiscal 2002 was 3.23%, as compared to prior-year percentages
of 2.53% on a historical basis and 3.82% on a pro forma combined basis. The increase in the DSAD&A percentage from the
prior-year historical results was primarily due to the inclusion of PharMerica in the current year, as explained above.  The
decrease in the DSAD&A percentage from the prior-year pro forma combined ratio reflects improvements in both the
Pharmaceutical Distribution and PharMerica segments due to customer mix changes and operational efficiencies.

In connection with the Merger, the Company has developed integration plans to consolidate its distribution network and
eliminate duplicate administrative functions, which are expected to result in synergies of approximately $150 million annually by
the end of the third year following the Merger. The Company intends to reduce the number of pharmaceutical distribution
facilities from 51 at September 30, 2001 to approximately 30 over the next three to four years.

In September 2001, the Company announced plans to close seven distribution facilities in fiscal 2002, including six
former AmeriSource facilities and one former Bergen facility. A charge of $10.9 million was recognized in the fourth quarter of
fiscal 2001 related to the AmeriSource facilities, and included $6.2 million of severance for approximately 260 warehouse and
administrative personnel to be terminated, $2.3 million in lease and contract cancellations, and $2.4 million for the write-down of
assets related to the facilities to be closed.   Approximately $0.2 million of costs related to the Bergen facility were included in the
purchase price allocation.

During the quarter ended December 31, 2001, the Company announced further integration initiatives, related to the
closure of Bergen’s repackaging facility and the elimination of certain Bergen administrative functions.  The cost of these
initiatives of  approximately $4.5 million, which included $3.4 million of severance for approximately 95 employees to be
terminated and $1.1 million for the write-down of assets related to the facility to be closed, resulted in additional goodwill being
recorded during the quarter.
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During the quarter ended December 31, 2001, two distribution facilities and the repackaging facility were closed, and
another five distribution facilities are scheduled for closure by the end of fiscal 2002.  Approximately 70 employees were
terminated during the quarter.  The Company paid a total of $1.5 million for employee severance and lease and contract
cancellation costs with respect to its integration initiatives during the quarter.  Remaining accrued expenses of $9.1 million for
employee severance and lease obligations are included in the accompanying consolidated balance sheet at December 31, 2001.
Severance for some employees will be paid over periods of up to eighteen months after their respective termination dates.
Additional amounts for integration initiatives will be recognized in subsequent periods as facilities to be consolidated are
identified and specific plans are approved and announced.

In connection with the Merger, the Company expensed merger costs of $7.5 million, consisting primarily of integration
consulting fees of $6.0 million, in the quarter ended December 31, 2001.  Additional merger costs, including integration and
employee retention costs, will be charged to expense in subsequent periods when incurred.  These costs are expected to be
between $20 million and $30 million for the year ending September 30, 2002.

Operating income of $151.3 million for the quarter ended December 31, 2001 reflects an increase of 181% from $53.9
million in the prior-year quarter.  Excluding the aforementioned merger costs, the Company's operating income in the quarter
ended December 31, 2001 was $158.8 million, which represents a 19% increase compared to $133.2 million in the prior-year
quarter on a pro forma combined basis.  Excluding the merger costs, the Company's operating income as a percentage of
operating revenue was 1.64% in the quarter ended December 31, 2001, as compared to prior-year percentages of 1.63% on a
historical basis and 1.65% on a pro forma combined basis.

Equity in losses of affiliates and other was $1.7 million in the quarter ended December 31, 2001 and $0.8 million in the
prior-year quarter.  These amounts are related to the Company's investments in Global Health Exchange and other affiliates.

Interest expense increased 185% in the first quarter of fiscal 2002 to $31.0 million compared to $10.9 million in the
prior-year quarter, primarily as a result of the Merger.  Average borrowings during the first quarter of fiscal 2002 were $2.0
billion as compared to average borrowings of $630 million in the prior-year quarter.  Average borrowing rates under the
Company's variable-rate debt facilities decreased to 3.68% in the current year quarter from 7.26% in the prior-year quarter, due to
lower market interest rates.

Income tax expense of $47.1 million in the quarter ended December 31, 2001 reflects an effective tax rate of 39.7%
versus 38.0% in the prior-year quarter.  The tax provision for the first quarter of fiscal 2002 was computed based on an estimate
of the annual effective rate, which is expected to be higher than the prior year's rate as a result of the Merger.

In the quarter ended December 31, 2001, the Company incurred $3.6 million of expense, net of tax benefits, related to
distributions on preferred securities of a subsidiary trust.   The Company acquired these preferred securities in connection with
the Merger.

Net income of $67.9 million for the quarter ended December 31, 2001 reflects an increase of 159% from $26.2 million in
the prior-year quarter. Diluted earnings per share of $0.63 in the quarter ended December 31, 2001 reflects a 29% increase as
compared to $0.49 per share in the prior-year quarter. Excluding merger costs, net income and diluted earnings per share for the
quarter ended December 31, 2001 were $72.4 million and $0.67, reflecting increases of 176% and 37%, respectively, compared to
the prior-year quarter.  Diluted earnings per share for the quarter ended December 31, 2001 includes the impact of the shares
issued to effect the Merger and the assumed conversion to common stock of the 5% convertible subordinated notes which were
issued in December 2000.

Segment Information

Pharmaceutical Distribution Segment

Pharmaceutical Distribution operating revenue of $9.5 billion for the quarter ended December 31, 2001 reflects an
increase of 188% from $3.3 billion in the prior-year quarter on a historical basis and an increase of 20% from $7.9 billion in the
prior-year quarter on a pro forma combined basis.  During the quarter ended December 31, 2001, 52% of operating revenue was
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from sales to institutional customers and 48% was from retail customers; this compares to a customer mix in the prior-year
quarter of 53% institutional and 47% retail on a historical basis and 52% institutional and 48% retail on a pro forma combined
basis.  In comparison with the prior-year pro forma combined results, sales to institutional customers increased 21% and sales to
retail customers increased 19% in the quarter ended December 31, 2001.  This segment's growth largely reflects national industry
economic conditions, including increases in prescription drug usage and higher pharmaceutical prices.  In addition, growth was
favorably impacted by one additional selling day in the current quarter, sales to a large mail order customer added in the third
quarter last year, and a strong increase in ABSG's revenues. Future operating revenue growth may be impacted by customer
consolidation and competition within the industry, as well as by industry growth rates.

Pharmaceutical Distribution gross profit of $352.0 million in the quarter ended December 31, 2001 represented
an increase of 156% from $137.4 million in the prior-year quarter on a historical basis and an increase of 9% from $322.1 million
in the prior-year quarter on a pro forma combined basis.  As a percentage of operating revenue, gross profit in the first quarter of
fiscal 2002 was 3.70%, as compared to prior-year percentages of 4.16% on a historical basis and 4.06% on a pro forma combined
basis. The year-to-year declines reflect the net impact of a number of factors, including the change in customer mix to a higher
percentage of large institutional, mail order and chain accounts, and the continuing competitive pricing environment, offset, in
part, by higher buy-side margins than in the prior year. Downward pressures on sell-side gross profit margin are expected to
continue and there can be no assurance that increases in the buy-side component of the gross margin, including manufacturer
price increases and negotiated deals, will be available in the future to fully or partially offset the anticipated decline.  The
Company's cost of goods sold for interim periods includes a LIFO provision that is based on the Company's estimated annual
LIFO provision.  The annual LIFO provision is affected by changes in inventory quantities, product mix, and manufacturer
pricing practices, which may be impacted by market and other external influences.

Pharmaceutical Distribution operating expenses, excluding merger costs, of $212.5 million in the quarter ended
December 31, 2001 represented an increase of 154% from $83.5 million in the prior-year quarter on a historical basis and an
increase of 3% from $206.0 million in the prior-year quarter on a pro forma combined basis.  As a percentage of operating
revenue, operating expenses excluding merger costs in the first quarter of fiscal 2002 were 2.23%, as compared to prior-year
percentages of 2.53% on a historical basis and 2.60% on a pro forma combined basis.  These decreases in expense percentages
reflect the changing customer mix described above and efficiencies of scale, as well as the continued elimination of costs and
productivity improvements throughout the Company's distribution network.

Pharmaceutical Distribution operating income of $139.5 million in the quarter ended December 31, 2001 represented an
increase of 159% from $53.9 million in the prior-year quarter on a historical basis and 20% from $116.1 million in the prior-year
quarter on a pro forma combined basis.  As a percentage of operating revenue, operating income before merger costs was 1.46%
in the quarter ended December 31, 2001, as compared to prior-year percentages of 1.63% on a historical basis and 1.46% on a pro
forma combined basis.  While management historically has been able to lower expense ratios and expects to continue to do so,
there can be no assurance that reductions will occur in the future, or that expense ratio reductions will exceed possible declines in
gross margins.  Additionally, there can be no assurance that merger integration efforts will proceed as planned and result in the
desired synergies.

PharMerica Segment

The PharMerica segment was acquired in connection with the Merger and thus there are no comparative historical
amounts for the quarter ended December 31, 2000.   Accordingly, the discussion below focuses on comparisons with the prior-
year pro forma combined amounts.

PharMerica's operating revenue of $355.4 million for the quarter ended December 31, 2001 reflects a 6% increase over
pro forma operating revenue of $335.2 million in the prior-year quarter.   This increase is attributable to growth in PharMerica's
workers' compensation business.

PharMerica's gross profit of $119.5 million for the quarter ended December 31, 2001 reflects a 1% decrease from the pro
forma gross profit of $120.2 million in the prior-year quarter. PharMerica's gross profit margin declined to 33.62% for the quarter
ended December 31, 2001 from 35.85% in the prior-year quarter.  This decrease is primarily the result of a change in the sales
mix, with a greater proportion of PharMerica's current year revenues coming from its workers' compensation business, which has
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lower gross margins and lower operating expenses than its long-term care business.  In addition, industry competitive pressures
continue to adversely affect gross margins.

PharMerica's operating expenses of $100.2 million for the quarter ended December 31, 2001 reflect a 3% decrease from
pro forma operating expenses of $103.0 million in the prior-year quarter.  As a percentage of operating revenue, operating
expenses were reduced to 28.18% in the quarter ended December 31, 2001 from 30.74% in the prior-year quarter. These
reductions reflect the effect of several factors, including the consolidation or sale of several pharmacies, a reduction in bad debt
expense, and the aforementioned shift in customer mix towards the workers' compensation business.

PharMerica's operating income of $19.3 million for the quarter ended December 31, 2001 reflects a 13% increase
compared to pro forma operating income of $17.1 million in the prior-year quarter.  As a percentage of operating revenue,
operating income was 5.43% in the quarter ended December 31, 2001, an increase of 33 basis points from 5.10% in the prior-year
quarter.

Intersegment Eliminations

These amounts represent the elimination of the Pharmaceutical Distribution segment's sales to PharMerica.
AmerisourceBergen Drug Company is the principal supplier of pharmaceuticals to PharMerica.
 
 
 Liquidity and Capital Resources
  

The following table sets forth the Company's debt structure at December 31, 2001, including availability under revolving
credit agreements and receivables securitization facilities (in thousands):

Outstanding
Balance

Additional
Availability

Fixed-Rate Debt:
8 1/8% senior notes due 2008............................................................................. $ 500,000 $ - 
AmeriSource 5% convertible subordinated notes due 2007.............................. 300,000 - 
Bergen 7 3/8% senior notes due 2003 ................................................................ 151,479 - 
Bergen 7 1/4% senior notes due 2005 ................................................................ 99,690 - 
PharMerica 8 3/8% senior subordinated notes due 2008.................................... 124,656 - 
Bergen 6 7/8% exchangeable subordinated debentures due 2011 ...................... 8,425 - 
Other..................................................................................................................     107 - 

   Total fixed-rate debt 1,184,357 - 

Variable-Rate Debt:
Revolving credit facility.................................................................................... - 938,015
Term loan facility.............................................................................................. 300,000 - 
AmeriSource receivables securitization financing due 2004............................. 350,000 50,000
Bergen receivables securitization financing due 2005 ...................................... 100,000 500,000
Blanco revolving credit facility.........................................................................      55,000 - 

  Total variable-rate debt ................................................................................... 805,000 1,488,015

Total long-term debt, including current portion.................................... $ 1,989,357 $ 1,488,015

 
The Company's working capital usage fluctuates widely during the year, generally peaking in the second fiscal quarter

due to seasonal inventory buying requirements and buy-side purchasing opportunities.  During the second quarter of fiscal 2002,



ITEM 2. Management's Discussion and Analysis of Financial Condition
and Results of Operations (Continued)

21

the Company expects to utilize up to 80% of the $2.0 billion of aggregate availability under its revolving credit facility and
receivables securitization facilities, which are described below.

The Company has a $1.3 billion senior secured credit agreement (the "Senior Credit Agreement") with a syndicate of
lenders.   The Senior Credit Agreement consists of a $1.0 billion revolving credit facility (the "Revolving Facility") and a $300
million term loan facility (the "Term Facility"), both maturing in August 2006. The Term Facility has scheduled maturities on a
quarterly basis beginning on December 31, 2002, totaling $60 million in each of fiscal 2003 and 2004, and $80 million and $100
million in fiscal 2005 and 2006, respectively. Interest on borrowings under the Senior Credit Agreement accrues at specified rates
based on the Company's debt ratings. Such rates range from 1.0% to 2.5% over LIBOR or 0% to 1.5% over prime. Currently, the
rate is 1.5% over LIBOR or .50% over prime. Availability under the Revolving Facility is reduced by the amount of outstanding
letters of credit ($62.0 million at December 31, 2001). The Company pays quarterly commitment fees to maintain the availability
under the Revolving Facility at specified rates based on the Company's debt ratings ranging from .25% to .50% of the unused
availability. Currently, the rate is .375%. The Senior Credit Agreement contains restrictions on, among other things, additional
indebtedness, distributions and dividends to stockholders, investments and capital expenditures.  Additional covenants require
compliance with financial tests, including leverage and fixed charge coverage ratios, and maintenance of minimum tangible net
worth. The Company can choose to repay or reduce its commitments under the Senior Credit Facility at any time.

At December 31, 2001, borrowings under the AmeriSource $400 million receivables securitization facility were $350.0
million. The facility has an expiration date of May 2004 and interest rates are based on prevailing market rates for short-term
commercial paper plus a program fee of 38.5 basis points.  The $450 million Bergen securitization facility expires in December
2005, and interest rates are based on prevailing market rates for short-term commercial paper plus a program fee of 75 basis
points.   In December 2001, the Company increased its availability under the Bergen facility to $600 million through June 2002.
At December 31, 2001, borrowings under the Bergen receivables securitization financing were $100.0 million. The receivables
securitization facilities represent financing vehicles utilized by the Company because of the availability of attractive interest rates
relative to other financing sources. The Company securitizes its trade accounts and notes receivable, which are generally non-
interest bearing, in transactions that are accounted for as financing transactions under Statement of Financial Accounting
Standards ("SFAS") No. 140, "Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities."

In connection with the Merger, the Company assumed Bergen's Capital I Trust (the "Trust"), a wholly owned subsidiary
of Bergen.  In May 1999, the Trust issued 12,000,000 shares of 7.80% trust originated preferred securities (SM) (TOPrS(SM))
(the "Trust Preferred Securities") at $25 per security.  The proceeds of such issuances were invested by the Trust in $300 million
aggregate principal amount of Bergen's 7.80% subordinated deferrable interest notes due June 30, 2039 (the "Subordinated
Notes").  The Subordinated Notes represent the sole assets of the Trust and bear interest at the annual rate of 7.80%, payable
quarterly, and are redeemable by the Company beginning in May 2004 at 100% of the principal amount thereof. The obligations
of the Trust related to the Trust Preferred Securities are fully and unconditionally guaranteed by the Company. Holders of the
Trust Preferred Securities are entitled to cumulative cash distributions at an annual rate of 7.80% of the liquidation amount of $25
per security. The Trust Preferred Securities will be redeemable upon any repayment of the Subordinated Notes at 100% of the
liquidation amount beginning in May 2004.

The Company's most significant market risk is the effect of changing interest rates. The Company manages this risk by
using a combination of fixed- and variable-rate debt. At December 31, 2001, the Company had approximately $1.2 billion of
fixed-rate debt with a weighted average interest rate of 7.2% and $805 million of variable-rate debt with a weighted average
interest rate of 3.3%. The amount of variable-rate debt fluctuates during the year based on the Company's working capital
requirements. The Company periodically evaluates various financial instruments that could mitigate a portion of its exposure to
variable interest rates.  However, there are no assurances that such instruments will be available on terms acceptable to the
Company.  There were no such financial instruments in effect at December 31, 2001. For every $100 million of unhedged
variable-rate debt outstanding, a 33 basis-point increase in interest rates would increase the Company's annual interest expense by
$.33 million.

The Company's operating results have generated sufficient cash flow which, together with borrowings under its debt
agreements and credit terms from suppliers, have provided sufficient capital resources to finance working capital and cash
operating requirements, fund capital expenditures, and fund the payment of interest on outstanding debt. The Company's primary
ongoing cash requirements will be to finance working capital, fund the payment of interest on indebtedness, finance Merger
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integration initiatives and fund capital expenditures and routine growth and expansion through new business opportunities. Future
cash flows from operations and borrowings are expected to be sufficient to fund the Company's ongoing cash requirements.

Following is a summary of the Company's obligations for future principal payments on its debt and preferred securities
and future minimum rental payments on its noncancelable operating leases at December 31, 2001 (in thousands):
 

Payments Due by Period

Total
Within 1

year
1-3

years
4-5

years
After 5
years

Long-term debt ........................... $ 1,987,016 $ 15,000 $ 910,107 $ 375,000 $ 686,909

Company-obligated mandatorily
  redeemable preferred securities
  of subsidiary trust...................... 300,000 - - - 300,000

Operating leases .......................... 120,651 39,290 47,800 22,523 11,038
  Total.......................................... $ 2,407,667 $ 54,290 $ 957,907 $ 397,523 $ 997,947

  
The debt and preferred securities amounts in the above table differ from the related carrying amounts on the consolidated

balance sheet due to the purchase accounting adjustments recorded in order to reflect Bergen's obligations at fair value on the
effective date of the Merger.  These differences are being amortized over the terms of the respective obligations.

During the quarter ended December 31, 2001, the Company's operating activities used $412.7 million in cash.  Such cash
usage primarily resulted from increases of $722.6 million in merchandise inventories, partially offset by a decrease in accounts
receivable of $20.7 million, an increase in accounts payable, accrued expenses and income taxes of $169.3 million, and net
income of $67.9 million. The increase in merchandise inventories reflects inventory required to support the strong revenue
increase, as well as inventory purchased to take advantage of buy-side gross profit opportunities including manufacturer price
increases and negotiated deals.  Operating cash uses during the three months ended December 31, 2001 included $24.6 million in
interest payments and $7.8 million in income tax payments, net of refunds.

During the quarter ended December 31, 2000, the Company's operating activities used $234.1 million in cash. Such cash
usage primarily resulted from an increase in merchandise inventories of $347.1 million and an increase in accounts receivable of
$103.6 million, offset in part by an increase in accounts payable, accrued expenses and income taxes of $178.1 million.
Merchandise inventories were increased to support a 17% operating revenue increase, including new Novation business,
anticipated other new accounts, seasonal needs and year-end buying opportunities in anticipation of manufacturer price increases.
The increase in accounts receivable reflects the increase in operating revenue. Operating cash uses during the three months ended
December 31, 2000 included $10.3 million in interest payments and $0.1 million in income tax payments, net of refunds.

Capital expenditures for the quarter ended December 31, 2001 were $10.1 million and relate principally to investments
in warehouse improvements, information technology and warehouse automation. Capital expenditures are expected to be
approximately $85 million to $95 million for the year ending September 30, 2002.

During the quarter ended December 31, 2001, the Company used cash of $8.2 million to purchase additional equity
interests in four businesses related to the Pharmaceutical Distribution segment.  In January 2002, the Company invested an
additional $4.5 million to acquire the majority of the remaining equity interest in a pharmaceutical distribution services entity in
which the Company previously had a 19.9% ownership interest.  Accordingly, the operating results of this entity will be included
in the Company's consolidated financial statements beginning with the acquisition date.

During the quarter ended December 31, 2001, the Company had net borrowings of $413.0 million on its receivable
securitization facilities, principally to meet seasonal working capital requirements, as described above.  The Company repaid debt
of $23.1 million during the quarter, principally consisting of $20.6 million for the retirement of Bergen's 7% debentures pursuant
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to a tender offer which was required as a result of the Merger.  Quarterly cash distributions of $5.9 million were paid on the Trust
Preferred Securities in December 2001.

A dividend of $0.025 was declared by the board of directors on October 31, 2001, and was paid on December 3, 2001 to
stockholders of record at the close of business on November 19, 2001.  Another dividend of $0.025 was declared on January 30,
2002, payable on March 1, 2002 to stockholders of record at the close of business on February 21, 2002.
 
 Recently-Issued Accounting Standards
  

In June 2001, the Financial Accounting Standards Board ("FASB") issued Statement of Financial Accounting Standards
("SFAS") No. 141, "Business Combinations."  SFAS No. 141 applies to all business combinations completed after June 30, 2001
and requires the use of the purchase method of accounting.  SFAS No. 141 also establishes new criteria for determining whether
intangible assets should be recognized separately from goodwill.  The Company accounted for the Merger, which was
consummated in August 2001, in accordance with SFAS No. 141.

As of October 1, 2001, the Company adopted SFAS No. 142, "Goodwill and Other Intangible Assets," which revises the
accounting and financial reporting standards for goodwill and other intangible assets.   Under SFAS No. 142, goodwill and
intangibles with indefinite lives are not amortized; rather, they are tested for impairment on at least an annual basis.  In
accordance with the transition provisions of SFAS No. 142, the Company did not amortize goodwill arising from the Merger in
fiscal 2001. In fiscal 2002, the Company has discontinued the amortization of all goodwill.  Had the Company not amortized
goodwill during fiscal 2001, net income for the quarter ended December 31, 2000 would have been approximately $0.2 million
higher than the reported amount, and basic and diluted earnings per share would have been unchanged from the reported amounts.
SFAS No. 142 requires that the Company complete an initial impairment test of goodwill within six months of adopting the
standard, with any impairment charges recorded as a cumulative effect of a change in accounting principle.  The Company
expects to complete its initial impairment test by March 31, 2002 and, based on the analysis performed to date, does not believe
that an impairment charge will be required.

In August 2001, the FASB issued SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets."
This standard sets forth the accounting for the impairment of long-lived assets, whether they are held and used or are disposed of
by sale or other means.  It also broadens and modifies the presentation of discontinued operations.  The standard will be effective
for the Company's fiscal year 2003, although early adoption is permitted, and its provisions are generally to be applied
prospectively.  The Company is in the process of evaluating the adoption of this standard, but does not believe it will have a
material impact on its consolidated financial statements.

 Forward-Looking Statements
  

Certain information contained in this Management's Discussion and Analysis of Financial Condition and Results of
Operations includes forward-looking statements (as defined in Section 27A of the Securities Act and Section 21E of the
Exchange Act) that reflect the Company's current views with respect to future events and financial performance. Certain factors
such as competitive pressures, success of integration, restructuring or systems initiatives, market interest rates, regulatory
changes, changes in customer mix, changes in pharmaceutical manufacturers' pricing and distribution policies, changes in U.S.
Government policies, customer insolvencies, or the loss of one or more key customer or supplier relationships could cause actual
results to differ materially from those in forward-looking statements.

ITEM 3. Quantitative and Qualitative Disclosures About Market Risk.
  

See discussion under "Liquidity and Capital Resources" in Item 2 above.
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PART II.     OTHER INFORMATION

ITEM 6. Exhibits and Reports on Form 8-K
   
   

(a)     Exhibits:
   
 4.1 Second Amendment, dated December 21, 2001, to the Receivables Purchase and Servicing

Agreement dated as of December 20, 2000 among Blue Hill II, Inc., Redwood Receivables
Corporation, Bergen Brunswig Drug Company and General Electric Capital Corporation.

   
   

(b)     Reports on Form 8-K:
   
 On October 29, 2001, a Current Report on Form 8-K/A was filed, amending the Form 8-K dated

August 29, 2001, and reporting under Items 2 and 7, the filing of the unaudited pro forma financial
information required by Item 7(b).
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SIGNATURES

             Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

 AMERISOURCEBERGEN CORPORATION
  
  
  
  

 By /s/ Neil F. Dimick

   Neil F. Dimick
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

  
  
  

By /s/ Michael D. DiCandilo

   Michael D. DiCandilo
Vice President and Controller
(Principal Accounting Officer)

February 14, 2002
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SECOND AMENDMENT TO

RECEIVABLES PURCHASE AND SERVICING AGREEMENT

AND

ANNEX X

              THIS SECOND AMENDMENT TO RECEIVABLES PURCHASE AND SERVICING AGREEMENT AND ANNEX
X, dated as of December 21, 2001 (this "Second Amendment") relates to (i) that certain Receivables Purchase and Servicing
Agreement dated as of December 20, 2000, as amended on August 29, 2001, among Blue Hill, the Servicer, the Purchasers and
the Administrative Agent (each as defined below) (the "Purchase Agreement"), (ii) that certain Sale and Contribution Agreement
dated as of December 20, 2000, between Blue Hill and the Originator (each as defined below) (the "Sale and Contribution
Agreement"), and (iii) Annex X to Sale and Contribution Agreement and Receivables Purchase and Servicing Agreement dated as
of December 20, 2000, as amended on August 29, 2001 ("Annex X"), and is entered into by and among BLUE HILL II, INC., a
Delaware corporation ("Blue Hill"), BERGEN BRUNSWIG DRUG COMPANY, a California corporation, as the originator (in
such capacity, the "Originator") and as the servicer (in such capacity, the "Servicer"), REDWOOD RECEIVABLES
CORPORATION ("Redwood"), as the conduit purchaser (the "Conduit Purchaser"), and GENERAL ELECTRIC CAPITAL
CORPORATION ("GECC"), as the committed purchaser (the "Committed Purchaser", together with the Conduit Purchaser, the
"Purchasers") and as administrative agent for the Purchasers ("Administrative Agent").  Capitalized terms used and not otherwise
defined herein shall have the meanings assigned to them in Annex X.

W I T N E S S E T H

              WHEREAS, Blue Hill, the Servicer, the Purchasers and Administrative Agent have entered into the Purchase
Agreement;

              WHEREAS, Blue Hill and the Originator have entered into the Sale and Contribution Agreement;

              WHEREAS, the Seller desires to increase the Maximum Purchase Limit to $600,000,000 from the Effective Date (as
defined in Section 6 below) until June 30, 2002;

              WHEREAS, Blue Hill, the Servicer, the Purchasers and the Administrative Agent have mutually requested that the
Purchase Agreement be amended to reflect the temporary increase in the Maximum Purchase Limit, and Blue Hill, the Originator,
the Servicer, the Purchasers and the Administrative Agent (collectively, the "Parties") have mutually requested that Annex X be
amended to reflect the foregoing (the "Amendments");

              WHEREAS, the Parties are willing to so effect the Amendments on the terms and conditions set forth herein.

              NOW, THEREFORE, in consideration of the above premises, the Parties agree as follows:

               1.             Definitions and Usage.   Any reference herein to Section, Exhibit or Schedule shall, unless otherwise
specified, refer to such Section, Exhibit or Schedule hereof, in its entirety.

               2.             Amendments to the Purchase Agreement.   Upon the Effective Date, the Purchase Agreement is hereby
amended as follows:

               a.             By deleting the text of Section 2.02 (a) (i) in its entirety and substituting the following in its stead:

              "the Seller shall give five Business Days' prior written notice of a reduction of the Maximum
Purchase Limit during the period from the Second Amendment Effective Date until June 30, 2002 if
the Maximum Purchase Limit is reduced to no less than $450,000,000.00, and in all other
circumstances, the Seller shall give ten Business Days' prior written notice of a reduction, each to the
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Administrative Agent and substantially in the form of Exhibit 2.02(a) (each such notice, a
"Commitment Reduction Notice");

               b.             By adding the following words at the end of Section 2.02 (a): "Notwithstanding the foregoing, if
not previously reduced as provided above, the Maximum Purchase Limit shall automatically be reduced to
$450,000,000.00 on June 30, 2002.  Every reduction as provided for in this section must be accompanied by payment
to the Purchasers in that amount equal to the difference between the Capital Investment and the Maximum Purchase
Limit."

               c.             By adding the following as new Section 2.04(e):

(e)           Optional Retransfers.

                (i)     At its option  and at any time, the Seller shall have the right to repurchase all, but not
less than all, of the then outstanding Purchaser Interests in the Receivables.  The Seller shall be
entitled to effectuate such reconveyance upon 30 days' prior written notice by the Seller to the
Administrative Agent; provided, that on the effective date of such repurchase (as specified in the
notice to the Administrative Agent), the Seller shall reduce the Capital Investment to zero and make
all payments required to by Section 2.03(c) on such date.  Upon such repurchase, the Seller's right to
request that any Purchaser make Purchases hereunder shall simultaneously terminate and the Facility
Termination Date shall automatically occur.

                (ii)     On any day, with respect to any Purchaser Interest which has been repurchased
pursuant to Section 2.04(e)(i), the Administrative Agent and each Purchaser holding Purchaser
Interests immediately prior to such repurchase shall, on such day and at the expense of the Seller,
take all actions required under Section 6.07(b) to release their interests in the Receivables, the
Related Security, all Collections with respect thereto and all Proceeds of the foregoing and otherwise
to effect such repurchase.

               d.             By amending and restating Exhibits 2.02(a) and 2.03(c) in their entirety in the form of Annex I and
Annex II, respectively, in each case attached hereto and made a part hereof.

               e.             By amending and restating Schedules 4.01(a) and 4.01(i) in their entirety in the form of Annex III
and Annex IV respectively, in each case attached hereto and made a part hereof.

               3.             Amendments to Annex X.   Upon the Effective Date, Annex X is hereby amended as follows:

               a.             By adding the following defined term "Second Amendment Effective Date" in proper alphabetical
order:

"Second Amendment Effective Date" shall mean the Effective Date under (and as defined in) the
Second Amendment to Receivables Purchase and Servicing Agreement and Annex X dated as of
December 21, 2001 among Blue Hill, the Servicer, the Purchasers and the Administrative Agent.

               b.             By deleting the defined term "Maximum Purchase Limit" in its entirety and substituting the
following in its stead:

"Maximum Purchase Limit" shall mean (i) from the Closing Date until the Second Amendment
Effective Date $450,000,000, (ii) from the Second Amendment Effective Date until June 30, 2002,
$600,000,000, and (iii) on and after June 30, 2002, the lesser of (A) $450,000,000 and (B) the
Maximum Purchase Limit in effect as of June 30, 2002, in each case as such amount may be reduced
in accordance with Section 2.02 of the Purchase Agreement.

               4.             Representations and Warranties of the Originator.   The Originator represents and warrants to Blue Hill that,
as of the Effective Date and after giving effect to this Second Amendment:
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               a.             All of the representations and warranties of the Originator contained in this Second Amendment,
the Sale and Contribution Agreement and the other Related Documents are true and correct in all material respects on
and as of the Effective Date, as if then made (other than representations and warranties which expressly speak as of a
different date, which shall be true and correct in all material respects as of that date); and

               b.             No Termination Event or Incipient Termination Event has occurred and is continuing or will result
after giving effect to this Second Amendment.

               5.             Representations and Warranties of Blue Hill and the Servicer.   Each of Blue Hill and the Servicer represents
and warrants to the Purchasers and the Administrative Agent that, as of the Effective Date and after giving effect to this Second
Amendment:

               a.             All of the representations and warranties of Blue Hill and the Servicer contained in this Second
Amendment, the Purchase Agreement and the other Related Documents are true and correct in all material respects on
and as of the Effective Date, as if then made (other than representations and warranties which expressly speak as of a
different date, which shall be true and correct in all material respects as of that date);

               b.             Blue Hill is in compliance with Section 5.01(d) of the Purchase Agreement; and

               c.             No Termination Event or Incipient Termination Event has occurred and is continuing or will result
after giving effect to this Second Amendment.

               6.             Effective Date.   This Second Amendment shall become effective as of the date first written above (the
"Effective Date") upon the satisfaction of each of the following conditions:

               a.             The Administrative Agent and Blue Hill shall have received each of the following documents, in
each case in form and substance satisfactory to the Administrative Agent and Blue Hill:

               i.           counterparts hereof executed by each of the Parties;

               ii.          an executed Amended and Restated Fee Letter dated of even date herewith from GECC and
Redwood to Blue Hill;

               iii.         a certificate of an officer of the Seller attesting to the solvency of Seller;

               iv.          a certificate of an officer of the Servicer attesting to the solvency of Servicer;

               v.          a certificate of an officer of the Seller certifying, among other things, that the representations
and warranties contained in the Related Documents are correct as of the date hereof;

               vi.          a certificate of an officer of the Servicer certifying, among other things, that the
representations and warranties contained in the Related Documents are correct as of the date hereof;

               vii.         a certificate of the Secretary or Assistant Secretary of the Seller attaching certified Articles
of Incorporation of the Seller, Bylaws of the Seller, resolutions authorizing the Second Amendment, and an
incumbency certificate;

               viii.        a certificate of the Secretary or Assistant Secretary of the Servicer attaching certified
Articles of Incorporation of the Servicer, Bylaws of the Servicer, resolutions authorizing the Second
Amendment, and an incumbency certificate;

               ix.          tax and good standing certificates of the Seller in the states of California and Delaware;

               x.           tax and good standing certificates of the Servicer in each state where the Servicer is
required to be qualified to do business;
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               xi.          a legal opinion as to true sale and substantive consolidation matters delivered by
Lowenstein Sandler PC after giving effect to the Second Amendment;

               xii          a legal opinion as to security interests, enforceability, and corporate matters delivered by
Lowenstein Sandler PC, and in addition, a legal opinion delivered by Arturo Sida of the Servicer, both, after
giving effect to the Second Amendment;

               xiii.         letters from Standard and Poor's Corporation confirming the A-1+ rating of the commercial
paper of Redwood, and from Moody's Investors' Service, Inc. confirming the P-1 rating of the commercial
paper of Redwood; and

               xiv.          such additional documentation as the Administrative Agent may reasonably request;

               b.             The Administrative Agent shall have received satisfactory results of its UCC, tax lien and judgment
searches of the Seller and the Servicer;

               c.             The Agent shall have received the Second Amendment Fee (as defined in the Amended and
Restated Fee Letter);

               d.             No law, regulation, order, judgment or decree of any Governmental Authority shall, and no Party
shall have received any notice that litigation is pending or threatened which is likely to, enjoin, prohibit or restrain the
consummation of the transactions contemplated by this Second Amendment, except for such laws, regulations, orders
or decrees, or pending or threatened litigation, that in the aggregate could not reasonably be expected to have a
Material Adverse Effect;

               e.             All of the representations and warranties of Blue Hill, the Originator and the Servicer contained in
this Second Amendment and the other Related Documents shall be true and correct in all material respects on and as of
the Effective Date, as if then made (other than representations and warranties which expressly speak as of a different
date, which shall be true and correct in all material respects as of that date);

               f.             All corporate and other proceedings, and all documents, instruments and other legal matters in
connection with the transactions contemplated by this Second Amendment shall be satisfactory in all respects in form
and substance to the Administrative Agent; and

               g.             No Termination Event or Incipient Termination Event shall have occurred and be continuing on the
Effective Date or will result after giving effect to this Amendment.

               7.             Reference to and Effect on the Related Documents.

               a.             Upon the Effective Date, (i) each reference in the Purchase Agreement, or the Sale and
Contribution Agreement or any Related Documents to "Annex X" shall mean and be a reference to Annex X as
amended and supplemented hereby, and (ii) each reference in the Purchase Agreement to "this Agreement",
"hereunder", "hereof" or words of like import, and each reference in the Related Documents to the Purchase
Agreement shall mean and be a reference to the Purchase Agreement as amended and supplemented hereby.

               b.             Except to the extent specifically set forth herein, the respective provisions of the Purchase
Agreement, Annex X and the other Related Documents shall not be amended, modified, waived, impaired or otherwise
affected hereby, and such documents and the Obligations under each of them are hereby confirmed as being in full
force and effect.

               c.             This Second Amendment shall be limited solely to the matters expressly set forth herein and shall
not (i) constitute an amendment or waiver of any other term or condition of the Purchase Agreement, Annex X or any
other Related Document, (ii) prejudice any right or rights which any of the Parties may now have or may have in the
future under or in connection with the Purchase Agreement, Annex X or any other Related Document, (iii) require any
of the Parties to agree to a similar transaction on a future occasion or (iv) create any right herein to another Person or
other beneficiary or otherwise, except to the extent specifically provided herein.
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               8.             Miscellaneous.   This Second Amendment is a Related Document.  The headings herein are for convenience of
reference only and shall not alter or otherwise affect the meaning hereof.

               9.             Section Titles.   The Section titles in this Second Amendment are and shall be without substantive meaning or
content of any kind whatsoever and are not a part of the agreement between the parties hereto.

              10.             Counterparts.   This Second Amendment may be executed in any number of counterparts and by the different
parties hereto in separate counterparts, each of which when so executed and delivered shall be an original, but all of which shall
together constitute one and the same instrument.

              11.             GOVERNING LAW.   THIS SECOND AMENDMENT, AND ALL MATTERS OF CONSTRUCTION,
VALIDITY AND PERFORMANCE HEREOF, SHALL BE GOVERNED BY, AND CONSTRUED AND ENFORCED IN
ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK.

              12.             No Strict Construction.   The parties hereto have participated jointly in the negotiation and drafting of this
Second Amendment.  In the event an ambiguity or question of intent or interpretation arises, this Second Amendment shall be
construed as if drafted jointly by the parties hereto and no presumption or burden of proof shall arise favoring or disfavoring any
party by virtue of the authorship of any provisions of this Second Amendment.

              13.             Waiver by Originator, the Servicer and Blue Hill.   Each of the Originator, the Servicer and Blue Hill hereby
waives any claim, defense, demand, action or suit of any kind or nature whatsoever against the Purchasers or the Administrative
Agent arising on or prior to the date of this Second Amendment in connection with any of the Related Documents or the
transactions contemplated thereunder.

*  *  *  *
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                                IN WITNESS WHEREOF, Blue Hill, the Originator, the Servicer, the Purchasers, and the
Administrative Agent have caused this Second Amendment to be executed by their respective officers thereunto
duly authorized as of the date first above written.

BLUE HILL II, INC.

By:
Name:
Title:

Michael A. Montevideo
Treasurer

BERGEN BRUNSWIG DRUG COMPANY,
as Originator and as Servicer

By:
Name:
Title:

Michael A. Montevideo
Vice President & Treasurer



Exhibit 4.1 - Page 7

REDWOOD RECEIVABLES CORPORATION,
as Conduit Purchaser

By:
Name:
Title:

Craig Winslow
Assistant Secretary
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GENERAL ELECTRIC CAPITAL CORPORATION,
as Committed Purchaser

By:
Name:
Title:

Brian P. Schwinn
Duly Authorized Signatory

GENERAL ELECTRIC CAPITAL CORPORATION,
as Administrative Agent

By:
Name:
Title:

Brian P. Schwinn
Duly Authorized Signatory
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Annex I
to

Second Amendment to Receivables Purchase
and Servicing Agreement and Annex X

Exhibit 2.02(a) to Purchase Agreement
(Amended and Restated as of the Second Amendment Effective Date)

Attached.
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Annex II
to

Second Amendment to Receivables Purchase
and Servicing Agreement and Annex X

Exhibit 2.03(c) to Purchase Agreement
(Amended and Restated as of the Second Amendment Effective Date)

Attached.
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Annex III
to

Second Amendment to Receivables Purchase
and Servicing Agreement and Annex X

Schedule 4.01(a) to Purchase Agreement
(Amended and Restated as of the Second Amendment Effective Date)

Attached.



Exhibit 4.1 - Page 12

Annex IV
to

Second Amendment to Receivables Purchase
and Servicing Agreement and Annex X

Exhibit 4.01(i) to Purchase Agreement
(Amended and Restated as of the Second Amendment Effective Date)

Attached.
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