JYNLAL DL
JNOISI(

VIONYNIE L
HD@S_OIP J.,._

200 § b 8\ .7 ssswzono

0 assoond N |




CORPORATE PROFILE

Fisher Scientific International Inc. (NYSE: FSH) is the world leader in
serving science. We enable scientific discovery and clinical-laboratory
testing services by offering more than 600,000 products and services to
over 350,000 customers in approximately 145 countries. As a result of its
broad product offering, electronic-commerce capabilities, and integrated
global logistics network, Fisher serves as a one-stop source of products,
services and global solutions for many of its customers. The company’s
primary target markets are scientific research and healthcare. Additional
information about Fisher is available on the company’s Web site at
www.fisherscientific.com.

FINANCIAL HIGHLIGHTS

YEARS ENDED DECEMBER 31,
2000 1999

Excludes restructuring and nonrecurring expenses 2001

(in millions except per share amounts)

Sales $2,880.0 $2,622.3 $2,514.5
Adjusted operating profit 192.3 164.7 158.0
Adjusted EBITDA 267.1 226.8 223.9
Adjusted EPS from continuing

operations, diluted $ 104 $ 09 $ 0.75

See “Selected Financial Data" and “Management’s Discussion and Analysis of Results of
Operations and Financial Condition” for information regarding restructuring and nonrecurring
expenses. EBITDA in 1999 also excludes $7.8 million of gains from asset sales.
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For Fisher Scientific
sipnificant progress in
ihe glonal cconomic

Gnes more

Do
ine et

slowdown,

Progress in healthcare and life science continued at
a rapid pace last year, with growing emphasis on
human genetic research resulting from the historic
mapping of the human genome. These develop-
ments are vital to Fisher’s future because we help
enable research and development by providing the
essential tools research scientists need.

In 2001, the journals Nature and Science published
comprehensive analyses of the draft human genome
sequence —~ 11 years after the Human Genome
Project began — providing information that promises
to significantly advance medical science’s under-
standing and treatment of disease.

For example, Science included in its top-10 list of
scientific breakthroughs last year the introduction

of a new breed of cancer-fighting pharmaceuticals,
or “smart bombs,” targeted to the precise biochemical
defects that cause certain cancers. Intense activity
in the discovery and development of such new medi-
cines continues to provide Fisher with important

growth opportunities.

¢, 2001 was anothar ouie m.m )
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our sales and opcreting income
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IMPROVING OUR OPERATIONS

in 2001, we strengthened our operations in many ways,

a few of which follow. We:

e Enhanced the portfolio of products and services we
offer to pharmaceutical and biotech customers, and
increased our self-manufacturing capabilities through
key acquisitions;

e Unified our global chemical activities, enabling us to
maximize our capabilities as a leading manufacturer
and distributor of chemicals to the scientific-research
and healthcare markets. To this end, we are expanding
our development, manufacture and distribution of bio-
chemicals and bioreagents;

e Continued our progress in streamlining distribution
centers, closing six facilities to optimize our logistics
capab

¢ Consolidated the manufacturing of diagnostic reagents
and controls to increase productivity;

o Launched the MAX/LAB™ Furniture System, a new
line of mobile, steel workstations that enables pharma-
ceutical, biotech and other research companies and
institutions to create more flexible labs.

Vice Chairman

| SALES

in millions

$2,213.7

B T _- T - N
| OPERATING INCOME

in millions

EARNINGS PER SHARE

PAUL M.

MONTRONE
Chairman and Chief
Executive Officer

Excludes Sw:coﬁc::m m:a nonrecurring expenses

28 3
re)
$164.7 )=
$1580 | ~
1999 2000 2001

DAVID T.
DELLA PENTA
President and
Chief Operating
Officer

Excludes restructuring and nonrecusring expenses

Fisher Scientific International Inc.
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AT A GLANCE

KEY FINANGIALS 2001
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RESEARCH: Dr. James Dowling, a scientist

in Biogen’'s medicinal chemistry department,
synthesizes a new chemical compound. Biogen,
a Fisher customer for 15 years, is a biotechnology
company whose research activities are focused on
developing novel products to treat inflammatory
and autoimmune diseases, neurological diseases,
cancer, fibrosis and congestive heart failure.

HEALTHCARE.: At LabCorp’s Center for
Esoteric Testing, senior technologist Karen
Devine examines an isoelectric plate for the
presence of a protein related to a genetic res-
piratory problem. Fisher HealthCare provides
LabCorp with many of the products needed in
the administration and evaluation of specialized
tests, including chemicals, diagnostic kits for
sickle cell screening, and pipette tips as well
as sample-handling and collection tools.

SAFETY: Fisher supplies industrial-safety
equipment and protective gear used in clean-
room environments where high-tech electronic
devices are produced.

Fisher Scientific International Inc.
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ENHANCGING OUR PORTFOLIO
We utilize strong vendor relationships and strategic

acquisitions to build our proprietary product portfolio.

The recent acquisition of Cole-Parmer Instrument
Company added self-manufactured products to the
Fisher portfolio in 2001. Cole-Parmer brought fluid-
management systems of its own manufacture,
notably the MasterFlex® product line, which is well
known in the life-science and healthcare markets.
In 2002, we signed an exclusive agreement with
Shimadzu Scientific Instruments for the distribution
of its high-performance liquid chromatography
(HPLC) instruments in the United States.

CLINICAL-LAB OFFERING

Our majority interest in Medical Analysis Systems,
a manufacturer of quality-control products and
reagents, enhances Fisher’s line of clinical diagnos-
tics. By working closely with customers engaged

in esoteric and gene-based testing, we can antici-
pate their future needs and deliver the necessary
products. Our customers also rely on us to bring to
market the latest rapid diagnostics and instrumenta-
tion. In November, we introduced a new state-of-
the-art line of ABX hematology instrumentation,
reagents and controls that meet the needs of every
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Fisher Scientific's porifolio includes more than 600,000 products and services.
Private-labeled or exclusive producis represent some 20 percent of our sales, and

self-manufactured products represeni an additional 20 percent of sales. We
work closely with more than 6,000 suppliers to source the rest of our producis.

laboratory size, from smaller models for physicians'
offices to high-end units for large reference and
hospital labs.

FISHER SCIENTIFIC CHEMICALS AND
BIOREAGENTS

To further support the rapid expansion of life-
science research, we are expanding our chemical

portfolio, especially in biochemicals and bioreagents.

Fisher's new bioreagent line meets the stringent
worldwide standards of pharmaceutical manufacturers.
We are achieving rapid growth in our biotechnology
line, which includes such products as restriction
enzymes, cell growth media, nuclease- and pro-
tease-free reagents, gels, buffers and stains that
are used in many electrophoresis, cell-culture and
molecular-biology applications. In addition, Fisher
produces thermostable enzymes, nucleotides and
reaction buffers for researchers amplifying DNA by
means of polymerase chain reactions (PCRs).

With our ever-expanding biochemical and biore-
agent portfolio, and our well-established analytical
and organic chemical lines, Fisher is poised to
become the leading worldwide manufacturer and
distributor of chemicals serving the scientific-
research and healthcare communities.

PHARMACGEUTICAL SERVICES

Fisher Clinical Services provides a complete line of
clinical packaging services, from over-encapsulation
to manufacturing, packaging, labeling, logistics and
distribution. We continue to develop new and innova-
tive products and services for the pharmaceutical
industry, such as custom software that serves

as an automated supply-chain tool for clinical trials.
This fully integrated packaging and distribution-
services program enables customers to conduct trials
faster and more efficiently than ever before.

MOBILE LAB WORKSTATIONS

As the world’s leading manufacturer of laboratory
casework and airflow products, Fisher Hamilton
offers its customers the widest selection of high-
quality, differentiated workstations coupled with
comprehensive engineering, project management
and installation services, simplifying new lab con-
struction and remodeling projects. The company
recently launched the MAX/LAB Furniture System, a
new line of mobile, steel workstations that enables
pharmaceutical, biotech and other research companies
and institutions to create more flexible labs.

Fisher Scientific International Inc.
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100 YEARS
1967. CPU to CPU: Fisher
irst became engaged in
-commerce in 1967 when
he company introduced its
lectronic order-entry system
o transmit orders from a

Iniversity of Pittsburgh terminal
o Fisher’s mainframe.

Iisher has long been a technological leader, providing customers with
sysiems, services and low-cosi integrated procurement solutions designed
to reduce our cusiomers’ supply-chain cosis. Beginning with the introduction
of the scientific-supply indusiry's firsi elecironic order-entry system in
1967, Fisher has been engaged in what is now called electronic commerce
for 35 years. Today, 18 percent of our sales come from e-commerce, up

from 8 percent in 1998.

obl/

FUTURE

IHROUGH TECHNOLOGICAL LEADERSHIP

E-COMMERCE GAPABILITIES

With more than 170,000 registered users now
visiting our premier Web site — fishersci.com —

we continue to enhance our e-commerce capabili-
ties worldwide, providing superior functionality and
navigation as well as enhanced requisition man-
agement and rapid ordering. Backed by Fisher's
sophisticated logistics network, our domestic and
international e-commerce sites provide virtual links
to customers’ resource-planning, procurement and
accounting systems. With a mouse click, customers
can place orders and replenish inventory. We reduce
supply-chain costs by utilizing technology wherever
possible to drive down procurement expenses, thus
creating significant value for our customers.

OTHER TECHNOLOGIES

We also apply state-of-the-art technology to stream-
line our own processes and improve efficiencies in
many areas of our business, from inventory control
and shipment tracking to computer-aided design
and the automation of manufacturing. We use
computer-aided design, for example, to conceptual-
ize and model housing for products we manufacture,
such as fluid-management systems. Such housing
is designed online and reviewed with customers
electronically, eliminating more costly and time-
consuming physical modeling of samples. Printed
circuit boards are also laid out online. Diagrams
are then electronically transferred to automated
surface-mount assembly machines, which create
programs to manufacture the boards. On the
manufacturing floor, Fisher uses knowledge-based
management systems that enable employees to
instantly access design diagrams of the products
being manufactured.

Fisher Scientific International Inc.




Tan iy

gt




1. Using advanced logistics systems such as radio-frequency technology and
automated material handling, Fisher's distribution centers complete more
than 25,000 shipments per day.

2. Fisher’s state-of-the-art 350,000 square-foot logistics facility in Chicago is
our flagship distribution center in the United States, providing next-day
service to customers throughout the Midwest.

3. Our largest distribution centers house sophisticated conveyor system net-
works, this ane stretching nearly two miles in length, and high-speed sorters
that process up to 120 cartons per minute using bar-code technology.

2 LOBAL

Fisher Scientific International Inc.
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DISCOVER THE FUTURE
WITH FISHER

_@ Fisher Scientific International Inc.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS AND FINANCIAL CONDITION

OVERVIEW

We report financial results on the basis of three business segments: domestic distribution,
international distribution and laboratory workstations. The domestic distribution segment
engages in the supply, marketing, service and manufacture of scientific, clinical, educa-
tional, and occupational health and safety products. Additionally, this segment provides
contract manufacturing and pharmaceutical packaging services. The international distri-
bution segment engages in the supply, marketing and service of primarily scientific
research products. The laboratory workstations segment manufactures laboratory work-
stations, fume hoods and enclosures for technology and communication centers. Until
1999, we operated a fourth segment, technology, which was disposed of through the spin-
off of ProcureNet, a provider of outsourcing and supply-chain-management technology, in
April 1999 and the sale of our UniKix Technology software business in July 1999,

In February 2001, we acquired the pharmaceutical packaging services business of Covance,
which we renamed Fisher Clinical Services Inc. (“FCS"). FCS enables pharmaceutica!
and biotechnology customers to outsource the packaging, labeling and distribution of new
medicines undergoing phase 3 and phase 4 clinical trials. We paid an adjusted purchase
price of $132.7 million in a cash transaction. The results of FCS have been included in
the domestic distribution segment from the date of acquisition.

In May 2001, we sold 12.8 million shares of common stock in a public offering at a price
of $24.00 per share. Net proceeds to the Company, after deducting the underwriting
discount and expenses, were approximately $289.9 million. The proceeds of this offering
were used to fund acquisitions during the year. In connection with that offering we accel-
erated the vesting of options to purchase approximately 2.3 million shares of common
stock and converted them into 1.0 million shares of common stock, that were deposited
into a rabbi trust. We recorded a primarily noncash compensation charge of $33.5 million
during the first quarter of 2001 as a result of this conversion.

In June 2001, we acquired a controlling interest in Medical Analysis Systems, Inc.

("MAS") after having acquired a non-controlling interest in March 2001. MAS is a leading
manufacturer of controls and reagents for the clinical laboratory market. Prior to June 2001,
we accounted for our investment in MAS using the equity method of accounting. In July
2001, we acquired Safety Equipment Company (“SEC”), a distributor of safety supplies and
personal protection equipment. These acquisitions had an aggregate purchase price of
approximately $30 million. The results of MAS and SEC have been inciuded in the domestic
distribution segment from their respective dates of acquisition.

In November 2001, we acquired Cole-Parmer Instrument Company and its affiliated
companies (“Cole-Parmer”). Cole-Parmer is a leading warldwide manufacturer and distribu-
tor of specialty technical instruments, appliances, equipment and supplies. The purchase
price was $208.5 million in cash. The results of Cole-Parmer have been included in the
domestic distribution segment from the date of acquisition.

During 2001 we implemented two restructuring plans focused on the following areas:
further integrating our international operations into Pan-European and Pan-Asian business
units to maximize synergies; continued consolidation of our domestic distribution facilities
to increase efficiencies and lower costs; the consolidation of all our chemical manufacturing,
distribution, and sales and marketing activities to drive increased sales growth and earn-
ings and overalt streamlining of our workforce. We recorded a charge of $27.0 million related
to these plans. We also incurred $1.5 million for inventory write-offs related to the plans.

RESULTS OF OPERATIONS

The following table sets forth our sales and income (loss) from operations by segment
(in millions):

Sales Income (Loss) from Operations
2001 2000 1999 2001 2000 1999
Domestic
distribution $2,439.9 $2,187.3 $2,015.4 $173.4 $149.8 $131.8
International
distribution 425.4 418.5 446.9 13.6 11.5 6.3
Laboratory
workstations 178.6 165.2 192.0 4.9 3.5 25.4
Technology - - - - - (6.1)
Eliminations (163.9) (148.7) (139.8) 0.4 (0.1) 0.6
Segment
sub-total 2,880.0 2,622.3 2,5145 192.3 164.7 158.0
Restructuring
and other
charges (credits) - - - 59.7 (2.0) (1.5)
Nonrecurring
charges - - - 1.5 10.4 12.7
Total $2,880.0 $2,622.3 $2,514.5 $131.1 $156.3 $146.8

Fisher Scientific International Inc.
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MANAGEMENT*S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS AND FINANCIAL CONDITION

RESTRUCTURING AND OTHER CHARGES

During the first quarter of 2001, we adopted and commenced implementation of a
streamlining plan aimed at improving operations, largely through office, warehouse and
manufacturing facility consolidations and the discontinuance of certain product lines.

As a result of these actions, we recorded a restructuring charge of $18.1 million. The
restructuring charge reflects $10.9 million related to estimated employee separation costs
and $7.2 million of exit costs. The charge for employee separation arrangements relates
to termination and other severance costs associated with 518 salaried and hourly employ-
ees severed as part of this plan. The exit costs represent primarily lease-cancellation
costs and costs associated with the discontinuance of certain product lines. The domestic
distribution, international distribution and laboratory workstations segments accounted
for $15.4 million, $2.6 million and $0.1 million, respectively, of this charge. Through
December 31, 2001, we had expended $11.7 million of the $18.1 million accrual and
anticipate expending $5.1 million in 2002 and the balance thereafter. We reinvested the
net savings realized from this plan into improved systems and our workforce.

During the fourth quarter of 2001, we commenced implementation of a plan focused on
further integration of the international operations and recent acquisitions and the continued
streamlining of the domestic operations, including the consolidation of certain distribution
centers. As a result of these actions, we recorded a restructuring charge of $8.9 million.
The restructuring charge reflects $7.4 million related to estimated employee separation
costs and $1.5 million of exit costs. The charge for employee separation arrangements
relates to the termination and other severance costs associated with 262 salaried and hourly
employees severed as part of this plan. The exit costs represent primarily lease cancellation
costs. The domestic distribution and international distribution segments accounted for
$4.9 million and $4.0 million, respectively, of this plan charge. Through December 31,
2001, we had expended $1.9 million of the $8.9 million accrual and anticipate expending
$5.3 million in 2002 and the balance thereafter. Upon completion of this plan, we expect
a reduction of approximately $6.0 million in annual pre-tax expenses. Of this amount, we
intend to reinvest approximately $3.0 million in our sales and marketing efforts and distri-
bution capabilities surrounding our chemical and life sciences product portfolio. As a result,
we expect to realize net annual savings of $3.0 million beginning in 2002. During the
fourth quarter of 2001 we also reversed $0.8 million of accruals from restructuring charges
recorded in years prior to 2001 due to actual costs being lower than originally estimated. The
domestic distribution and international distribution segments accounted for $0.7 million
and $0.1 million of the restructuring credit, respectively.

In connection with the May 2001 stock offering process, we accelerated the vesting of
options to purchase approximately 2.3 million shares of common stock having an average
exercise price of $20.85 per share. These options were then converted into the right to
receive approximately 1.0 million shares of common stock, issued and deposited into a
rabbi trust. The number of shares issued was determined by dividing the “spread” value
of the option (the difference between the last reported sale price on March 30, 2001 of

$35.44, the date of the transaction, and the exercise price of the option) by $35.44.
As a result of these transactions we recorded a primarily noncash compensation charge
of $33.5 million during the first quarter of 2001.

In 2000, we recorded a restructuring credit of $2.0 million, consisting of a $0.7 million
reversal for our 1999 restructuring charge related to revisions in estimated separation
costs and a $1.3 million reversal for restructuring charges prior to 1999 related to revised
estimates in total costs. The restructuring credit related to our domestic distribution and
international distribution segments equally.

In 1999, we adopted and commenced implementation of a plan to consolidate and down-
size our German business unit, included in our international distribution segment. As a
result of these actions, we recorded a restructuring charge of $2.1 million. The charge
related to estimated employee separation costs for 22 warehouse, customer service and
sales employees. We also recorded a restructuring credit of $3.6 million in 1999 related
to revisions in estimates for charges recorded prior to 1999.

LOSS FROM OPERATIONS TO BE DISPOSED OF

In December 1998 our Board of Directors approved a plan to dispose of our technology
business segment. The disposition was completed through the spinoff of ProcureNet in
April 1999 and the sale of our UniKix Technology software business in July 1999. The
result of operations of this segment are reported separately in our statement of operations.
For the year ended December 31, 1999 loss from operations to be disposed of was
$11.3 million that consisted of $6.1 million in operating losses and a $5.2 miltion write-
off of in-process research and development costs associated with an acquisition made in
the first quarter of 1999.

INCOME FROM OPERATIONS

Income from operations decreased 16.1% to $131.1 million in 2001 from $156.3 million
in 2000. Income from operations increased 6.5% to $156.3 million in 2000 from
$146.8 million in 1999. Excluding restructuring and other nonrecurring charges of
$61.2 million and $8.4 million as described above, income from operations increased
16.8% to $192.3 miltion or 6.7% of sales in 2001 from $164.7 or 6.3% of sales in 2000,
respectively. The increase in income from operations as a percent of sales, as adjusted,

is primarily due to acquisitions completed in 2001. Excluding restructuring credits and
nonrecurring charges of $11.2 million as discussed above, income from operations in 1999
was $158.0 million or 6.3% of sales. Income from operations as a percentage of sales,
as adjusted, was flat in 2000 compared to 1999 due to a significant decrease in our
laboratory workstations segment’s operating income in 2000 offset by growth in our base
business in the domestic and international distribution segments and the disposal of our
technology segment in 1999,

Fisher Scientific International Inc.
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MANAGEMENT’'S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS AND FINANGIAL CONDITION

During 2001, we used $419.6 million of cash for investing activities, compared with
$57.1 million in 2000. During 2001 we invested $371.2 million for strategic acquisitions,
including $132.7 million for our acquisition of FCS, $208.5 million for our acquisition

of Cole-Parmer, and approximately $30 million for the acquisitions of MAS and SEC.

The acquisitions were funded with cash on hand, funds provided by our May 2001 offer-
ing and through the sale of receivables under the receivables securitization facility. We
also invested $6.0 miliion as a debt investment in MAS and $4.7 million for the Company’s
minority interest in Global Health Exchange. As of December 31, 2001, we have fully
funded our commitment to invest approximately $6.8 million in Global Health Exchange.
Capital expenditures totaled $40.1 miltion in 2001 compared with $29.4 miltion in 2000.
The increase in capital expenditures in 2001 primarily relates to additional investment

in infrastructure for our FCS acquisition. We expect to invest between $55.0 million and
$65.0 million in capital expenditures for 2002, refiecting continued facility consolidation
and increased investment in our chemical manufacturing and pharmaceutical services.
We intend to continue pursuing acquisitions of complementary businesses that will
enhance our growth and profitability. We currently have no commitment, understanding or
arrangement relating to any additional acquisitions.

During 2001, financing activities provided $270.0 million versus cash used by financing
activities of $32.8 miltion in 2000. In May 2001, we sold 12.8 million shares of common
stock to the public at a price of $24.00 per share. We received proceeds of $289.9 million
from the offering net of underwriter's discounts and offering costs. We used a portion of
the net proceeds to reduce the amount of accounts receivables sold under our receivables
securitization facility by $170.0 miition and the remainder for acquisitions. Financing
activities in 2000 consisted of scheduled debt service payments. Our debt obligations con-
sist of short-term debt of $32.3 million and long-term debt with maturies of $43.4 million in
2002, $27.8 million in 2003, $65.0 million in 2004, $249.1 million in 2005, $3.4 million
in 2006 and $616.0 million thereafter.

We have a $175 million revolving credit facility that bears interest at LIBOR plus 1.25%
to 2.25% or Prime Rate plus 0.25% to 1.25% (the “Revolving Facility”.) We also pay

a commitment fee of 50 basis points per annum of the undrawn portion of the Revolving
Facility. At December 31, 2001 we had $123.7 million of available borrowing capacity
under our Revolving Facility, net of $51.3 million of letters of credit outstanding, primarily
representing guarantees issued to local banks in support of borrowings by our foreign sub-
sidiaries. The Revolving Facility expires in January 2004. We also maintain a $170 million
receivables securitization facility (the “Receivables Securitization”). Our Receivables
Securitization provides for the sale, on a revolving basis, of certain of our accounts receivable.
The Receivables Securitization facility bears interest at LIBOR plus an annual commitment
fee of 50 basis points. The Receivables Securitization expires in January 2003. The full
amount of the Receivables Securitization facility was available at December 31, 2001.

We expect to satisfy our short-term funding requirements from free operating cash flow,
together with cash and cash equivalents on hand. A change in demand for the Company’s goods
and services, while unlikely, would reduce free operating cash flow available to fund our
operations. If such a decrease in demand were significant and free operating cash flow were
reduced significantly, we may utilize the unused portion of our Receivables Securitization
y to the extent that we have qualified receivables to sell through the facility. Further,
we have borrowing capacity available under our Revolving Facility. We believe that these
funding sources are sufficient to meet our ongoing operating, capital expenditure and debt
service requirements for at teast the next twelve months. Cash requirements for periods
beyond the next twelve months depend on our profitability, our ability to manage working
capital requirements and our growth rate. We may seek to raise additional funds from
public or private debt or equity financings, or from other sources for general corporate
purposes or for the acquisition of businesses or products. There can be no assurance that
additional funds will be available at all or that, if available, will be obtained at terms
favorable to us. Additional financing could also be dilutive.

, CRITICAL ACCOUNTING POLICIES

The discussion and analysis of our financial condition and results of operations are based
on our consolidated financial statements, which have been prepared in accordance with
accounting principles generally accepted in the United States of America. The preparation
of these financial statements requires us to make estimates and assumptions that affect
the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. On an on-going basis, management evaluates
s estimates and judgments, including those related to product returns, bad debts, inven-
tory obsolescence, investments, intangible assets, income taxes, warranty obligations,
restructuring costs, retirement and insurance costs, and contingencies and litigation. Those
estimates and assumptions are based on our historical experience, our observance of trends
in the industry, and various other factors that are believed to be reasonable under the
circumstances; the results of which form the basis for making judgments about the carry-
ing values of assets and liabilities that are not readily apparent from other sources. Actual
results may differ from these estimates under different assumptions or conditions.

We recognize revenue for product sales upon the transfer of all risks and rewards of
ownership to the buyer. We also record reductions to revenue for estimated returns. Should
a greater amount of products be returned to us, additional reductions to revenue may be
required. We also provide for the estimated cost of product warranties at the time revenue
is recognized. Although our facilities undergo quality assurance and testing procedures
throughout the production process and we monitor our suppliers for Fisher branded products,
our warranty obligation is affected by product failure rates, material usage and service
delivery costs incurred in correcting a product failure. Should actual product failure rates,
material usage or service delivery costs differ from our estimates, revisions to the estimated
warranty liability may be required.

Fisher Scientific International Inc.
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In August 2001, the FASB issued Statement of Financial Accounting Standards No. 143,
“Accounting For Asset Retirement Obligations” (“SFAS 143”). SFAS 143 addresses finan-
cial accounting and reporting for obligations associated with the retirement of tangible
long-lived assets and the associated asset retirement costs. SFAS 143 applies to legal
obligations associated with the retirement of long-lived assets that result from the acqui-
sition, construction, development and/or the normal operation of a long-lived asset, except
for certain obligations of lessees. This standard requires entities to record the fair value
of a liability for an asset retirement obligation in the period incurred. We do not anticipate
the adoption of SFAS 143 as of January 1, 2003, will have a material effect on our finan-
cial position or results of operations.

In October 2001, the FASB issued Statement of Financial Accounting Standards No. 144,
“Accounting for the Impairment or Disposal of Long-Lived Assets” (“SFAS 144"). SFAS 144
addresses financial accounting and reporting for the impairment or disposal of long-lived
assets. This statement supersedes FASB Statement No. 121, “Accounting for the Impairment
of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of,” and the accounting
and reporting provisions of APB Opinion No. 30, “Reporting the Results of Operations—
Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and
Infrequently Occurring Events and Transactions.” This statement also amends ARB No. 51,
“Consolidated Financial Statements,” to eliminate the exception to consolidation for a sub-
sidiary for which control is likely to be temporary. This statement broadens the presentation
of discontinued operations to include more disposal transactions. The provisions of this
statement have been adopted as of January 1, 2002 and will be applied prospectively.

CONTROL OF THE COMPANY

On January 21, 1998, approximately 87 % of the fully diluted shares of common stock of
Fisher were converted into the right to receive $9.65 per share in cash pursuant to merger
agreement dated November 14, 1997, as amended between us and FSI Merger Corp. (“FSI”),
a Delaware corporation formed by Thomas H. Lee Company (“THL"), providing for the
merger of FSI| with and into Fisher and the recapitalization of Fisher (collectively the
“Recapitalization™). The Recapitalization established an election process that provided
stockholders the right to elect, subject to proration, for each share of Fisher common stock
held, to either receive $9.65 in cash or retain one share of common stock, $0.01 par value
in the recapitalized company.

As of March 2002, certain affiliates of THL (“THL Entities”), JP Morgan Partners (BHCA)
(“JP Morgan”), Merrill Lynch & Co. (“Merrill Lynch”) and Credit Suisse First Boston
(USA), Inc. formerly known as Donaldson, Lufkin and Jenrette, inc. (“CSFB” and, together
with the THL Entities, JP Morgan and Merrill Lynch, the “Equity Investors”) own 46.1%
of our issued and outstanding common stock, with the THL Entities owning 29.5% of
such outstanding stock. Accordingly, the Equity Investors have significant control over

us and have the power to elect a majority of our directors, appoint new management and
approve any action requiring the approval of the holders of our common stock, including
adopting amendments to our certificate of incorporation and approving mergers or saies

of substantially all of our assets. These Equity Investors and certain members of manage-
ment entered into an Investor's Agreement dated January 21, 1998, as amended (the
“Investor’s Agreement"”). The Investor's Agreement provides that our Board of Directors
will comprise at least nine, but not more than ten directors, four of whom will be appainted
by the THL Entities, one of whom wili be appointed by DLJ Merchant Banking Partners II,
L.P., one of whom will be Mr. Paul M. Montrone and one of whom will be Mr. Paul M. Meister.
The directors elected pursuant to the Investor’s Agreement will have the authority to make
decisions affecting our capital structure, including the issuance of additional capital stock,
the implementation of stock repurchase programs and the declaration of dividends. There

“can be no assurance that the interests of the Equity Investors will not conflict with the

interests of our other shareholders.

CAUTIONARY FACTORS REGARDING
FORWARD-LOOKING STATEMENTS

This Annual Report includes forward-looking statements. All statements other than state-
ments of historical facts included in this Annual Report may constitute forward-looking
statements. We have based these forward-looking statements on our current expectations
and projections about future events. Although we believe that our assumptions made in
connection with the forward-looking statements are reasonable, there can be no assur-
ances that the assumptions and expectations will prove to have been correct. These
forward-looking statements are subject to various risks, uncertainties and assumptions
including, among other things:

—our outstanding indebtedness and leverage, and the restrictions imposed by our
indebtedness;

—the effects of domestic and international economic and business conditions on our
businesses;

—the high degree of competition of certain of our businesses, and the potential for new
competitors to enter into these businesses;

—the extent to which we undertake new acquisitions or enter into strategic joint ventures
or partnerships;

—future modifications to existing laws and regulations affecting the environment;

~discovery of unknown contingent liabilities, including environmental contamination
at our facilities and liability with respect to products we distribute and manufacture;

Fisher Scientific International Inc.




0002 0 1002
13115 10} sBululed 10 SMOJ} YSeD ‘San|eA Jiej 9y} uo Joedwl [elIRleW e pey aaey 10U pinom

sajes a3ueyoxa Aduaund ayy ul agueyd 9401 |ed1aylodAy v “sajel a8ueyoxa Aousnind uy
a3ueyo %01 21eIpawiwt ue wWoiy 3uilnsal polad 1esA-auo e Jan0 STUIULIRS PUR MO} YSED Ul
28ueyd sy} uo paseq st S3UIUIES PUB SMOJL USBD Ul SSO[ [ei1luslod ay | "sajes adueyoxa ut
BIYS 90T & 01 anp sainsodxa A2Uaind Uno Jo seoue|eq Juajeainba sejjop 'S n auy3 ul a3ueyd
djeIpallii Ue UO paseq St San|eA iey Ul $S0| |e1jualod ay| "s}oeijuod piemio) Aouauna
ugi240} pue ysed ‘1qap Aueduwrodaaiul sno 0] ale saunsodxd ajes Aousuna Aiewid inQ

0002 10 TO0Z 42Y11o 104 SBUILIED 10 SMO|} YSED ‘'San|eA Jie}

Ino uo yoedun |eualew B pey dAeY JOU PINOM Sa1el 1Sa4a1ul Ul agueyd %401 [eoeylodAy v
"sa1ed Ui 98ueyd 9,01 S1eIpaluwWl ue 0) anp pouad 1esA-auo B 19A0 3sURdXa/8W0dUI 1S3193UI
33U 3y} Ul 88urYd By O pPaseq st sBuILIES pue SMO4 YseD Ul $SOf [erludlod oyl "salel 189
-Jojul Ul a8ueyd %401 e Wodi Suynsal saInsodxa SAIHSUIS 934 1591811 INO Jo san(eA Juasaid
18U 8yj Ut a8ueyd a1LIpaWIWI Ue U0 paseq SI $an|eA Jiey ul sso| jeijusiod ay) "sdems ajel
1S2131Ul pue }qap 91eJ B|gELIeA PUB PaXi} ‘YSed 0} a)e(as sainsodxa ajed Jsalaiul Aewnud InQ

‘sisAjeue aul ul s}1yauaq Juswiaiiansod Jsylo pue uoisuad

10} sUO011e31GO PUB 'S]ORJIUOD 3JURINSUI ‘S1ORAIUOD 3SB3| SB LONS SWo} apn|aul JoU op oap
‘sisAjeue AYAIJISUDS DY} WwIoLIad 0] SJUSWINJISUI (BIOUBU} INO UO S3jed joxiew pua-1ealk
pasn ap "sa1ed a8ueyoxa Adualnd pue 1sa1alul Ui a8ueyd %01 |£9118UlodAy e uo paseq
s3uluJed pue SMO[} YSED ‘sanjea Jiey Ul sSOf [eijualod ayj sainseaw siskjeue AHAILISUSS
2y siskjeue ANAaIsUas B Su1zi|ian saed Adualind udialo) pue sajed 1sauajul Ul sagueys
U0 Paseq SJUBLUNIISUI je1dueUly J0 SBUIP|OY N0 0} PRIE|aJ HSIJ 19%IBW N0 INSEIW DA\

‘sasodind Suipes] 10§ SIAIIEALISP PIOY JOU OP 8\ “4B||Op UBIPBUBRT 3Y] Ul PUB SDI0UDLND
ueadoin3 Jolew ayj ui a1e sainsodxe Aousiund jediould JnQ "se3ueyd asayl Yym pale1oosse
MO} Used pue sButuied uo A11j13e10on 32npal 0] S saled a3ueyoxa Aduaind udialo) ul sagueyd
03 ansodxa o BuiSeuew Uy IAI103[Qo ay( *S1S00 BUIMOLIOG [[BISA0 INO 18MO] 0} PUE MOY4
yseo pue sguiuiea uo sasueyd asay} jo oedwy 3y} I 0} I S9jes 1Salalul Ut saBueyd ol
ainsodxa uno SuiBeuew uy aA113[qo U] 199 — 2T 210N pue SUSLUNISU| [e1duUBULY JO aNnjeA
114 —9 JON Ul pau(eluod Si SJUsWnIISul jeroueuty Jno Suipiedal uoijewiojuy [euoilppy
'SYSI4 Jspiews a3euell 0] $}0eiU0D d3uetoxa piemio) Aouannd ugialoy pue sdems ajel 19
-J33ut BUIPN|OUY ‘SIUDWINIISUL {RIJURUL) DAIJBAIIBD SN aM 'SSBUISNQ JO 3SIN0D [RULIOU 3U] U]

*pa1eo0| ale suoijesado udiaio) 152318

N0 Y21ym Ul SaLIIUN09 8y} Jo AJjIqe1s syl 03 anp pajedijiw ale suonessdo udiaioy 0y
pajejal SHSI O1Wou028 pue [ed13ljod ayl ansl|aq ap "seled adueydxa Aousund ugialio) pue
Sa1eJ 359491U1 U sa3ueyd 0] pale|aJ MsH 1ayJew pue ‘suolle}iwl] Modxe pue jodul ‘Auie)
-132Un 21WoU03 pue [eaiyjod Suipn|dul ‘salliAde "G N-UOU Ui JUBIBYU! SYSII SSBUISNG 0}
103lqns ale am ‘}nsas e sy "suoljesado [eqo(3 adueul) 0] 3qap a1el Buljeo|y pue paxiy azijn
pue pHom ay} punoie $ad1jjo Se 1am Se Ssa1lioe) [eo1si8o) pue 3ulnioeinuew a1eiado ap

NSTY LINAVIN LNOQY
SIYNSOTISIA JALLTLITYAY ANV JAILTLILNTAD

10V $8I1INJ3G 3Y] JO /2 UOIND8S Ul PauIRju0D SIUBLLS)R)S SUIN00|
-PIRMIOJ 10} J0gJeYy B)es ay} J0 uo1108104d ayj swie o Auedwon ay] ‘sjuswialels asay] Jo4

"9SIMIBYI0 JO SIUDAB 8UNINJ ‘UOIJBWIOLU] M3U JO }NSal & Se

18Udym ‘spuswialels 3ulyool-piemio) Aue Jayje Jo ayepdn o} ‘uoilediiqo Aue swie|asip Ajssaidxs
pue ‘uoijed!go ou Japun S| Auedwio) ay| ‘uoday [enuuy Syl Jo 31ep syl 4o Se Ajuo yeads
yaiym ‘spuawalels Sunjool-piemio} ay} uo aduelds anpun ade|d 0} Jou PAUOIINED BB NOA

‘SludwaleyS 3U00|-pPIeMIO) SU] Ul PAGLIOSBD 9S0Y) WIOL Aj|BUalew 1a)1p 0}
S}{NS8J {2N1OR 9SNE3 PIN0D 1By} SaIlUIBLBUN pue S1010e) Jueniodwl) jo saquinu e 03 199lgns
94 pue SJUBAS 2NNy JO suolle3dadxa Jussasd s Juswadeuew J0914a1 SjUBWDIRIS BUIN0O|
-piemlo} ||y "SIUswWale}s uool-piemios Aluspl adueuiopad (eroueuly Jo sy nsal uljelado
2NN} JO LOISSNOSIP AU YIIM UDJJOBULIOD Uf Pasn 93URISGNS JBJIWIS JO SLWIA) PUe SpIom pue
LSonaljaqg,, JSsueld, ./spusiul,, /syoefoud,, .s1oadxe,, ‘selewilss,, ,‘sejedioiue,, se yons SpPIOpM
‘spasu ainjipuadxa jeuded pue jepded
BunJom adUBUL 0] S9IN0S3I JUBIDILNS UILIQO O JO MO|} YSed 931) 3lelauasd 0} Ajjiqe Jno—~
pue :s1311ddns 10 Sis0ISND tofew §o SSO| Byl—
'syonpoud Jno
ayew 0] pasn syndul 1aYylo pue S{RLBIBW MeJ JO ‘1S02 By} Ul SBSBaIoUI 10 ‘AJijIqetieae—
‘saies a8ueyoxa Aouaund uBiaio) Ul pue Sa)RJ 1SaUUI Ul SuoIjenion|i—




STATEMENT OF OPERATIONS

Year Ended December 31, 2001 2000 1999

(in millions, except per share data)

Sales $2,880.0 $2,622.3 $2,5614.5
Cost of sales 2,142.8 1,974.0 1,885.4
Selling, general and administrative expense 546.4 494.0 472.5
Restructuring and other charges (credits) 59.7 (2.0) (1.5)
Loss from operations to be disposed of - - 11.3
Income from operations 131.1 156.3 146.8
Interest expense 99.5 99.1 104.2
Other (income) expense, net i3 19.4 (15.2)
Income before income taxes 30.3 37.8 57.8
Income tax provision 13.9 15.1 34.4
Net income $ 164 $ 227 $ 234
Net income per common share:

Basic $ 033 $ 0.57 $ 059

Diluted $ 031 $ 0.51 $ 0.55
Weighted average common shares outstanding:

Basic 49.4 40.1 40.0

Diluted 53.0 44 .4 42.8

See the accompanying notes to financial statements.

Fisher Scientific International Inc.
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STATEMENT OF CASH FLOWS

Year Ended December 31, 2001 2000 1999

(in millions)

Cash flows from operating activities:

Net income $ 164 $ 22.7 $ 234
Adjustments to reconcile net income to cash provided by operating activities:
Restructuring and other charges (credits), net of cash expended 46.1 (2.0) (1.5)
Depreciation and amortization 82.0 63.6 62.4
Write down of investments - 23.6 -
Other noncash expenses 6.0 6.3 1.5
(Gain) loss on sale of property, plant and equipment and write-offs (0.6) 0.6 (8.0)
Deferred income taxes (0.3) 2.3 20.5
Changes in working capital:
Accounts receivables, net 8.9 6.8 2.0
Inventories 10.0 5.9 (4.0)
Accounts payable 13.8 2.8 60.7
Other working capital 45 1.4 (21.8)
Net cash flow from operations to be disposed of - - 2.6
Other assets and liabilities (28.2) (26.8) (13.1)
Cash provided by operating activities 158.6 107.2 124.7
Cash flows from investing activities:
Acquisitions, net of cash acquired (371.2) (23.1) (34.4)
Capital expenditures (40.1) (29.4) (41.1)
Proceeds from sale of property, plant and equipment 24 1.7 16.0
Other investments (10.7) (6.3) (3.0)
Cash used in investing activities (419.6) (567.1) (62.5)
Cash flows from financing activities:
Proceeds from sale of common stock 289.9 - -
Long-term debt proceeds - 8.1 9.1
Long-term debt payments (29.5) (20.9) (10.1)
Change in short-term debt, net 7.2 1.3 10.2
Proceeds from stock options exercised 3.1 0.4 0.3
Acquisition of treasury stock (0.7) - (0.1)
Changes in amounts sold under the accounts receivable securitization, net - (21.7) (83.5)
Cash provided by (used in) financing activities 270.0 (32.8) (74.1)
Effect of exchange rate changes on cash 0.1 (1.6) (3.4)
Net change in cash and cash equivalents 9.1 15.7 (15.3)
Cash and cash equivalents - beginning of year 66.0 50.3 65.6
Cash and cash equivalents —end of year $ 75.1 $ 66.0 $ 50.3
Supplementat cash flow information:
Cash paid during the year for:
Income taxes, net of refunds $ 85 $ 1.8 $ 16.0
Interest $ 922 $ 93.2 $ 97.7

See the accompanying notes to financial statements.

wo Fisher Scientific International Inc.
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NOTES TO FINANCIAL STATEMENTS

NOTE T | FORMATION AND BACKGROUND

Fisher Scientific International Inc. (“Fisher” or the “Company”) was incorporated in
September 1991. The Company'’s operations are conducted throughout North and South
America, Europe, the Far East, the Middle East and Africa directly or through one or more
subsidiaries, joint ventures, agents, or dealers. The Company reports financial resuits on
the basis of three business segments: domestic distribution, international distribution,
and laboratory workstations. The domestic distribution segment engages in the supply,
marketing, service and manufacture of scientific, clinical, educational, and occupational
health and safety products. Additionally, this segment provides contract manufacturing
and pharmaceutical packaging services. The international distribution segment engages
in the supply, marketing and service of primarily scientific research products. The labora-
tory workstations segment manufactures laboratory workstations, fume hoods and enclosures
for technology and communication centers. Until 1999, Fisher operated a fourth segment,
technology.

The Company serves scientists engaged in biomedical, biotechnology, pharmaceutical,
chemical and other fields of research and development, and is a supplier to clinical
laboratories, hospitals, heaithcare alliances, physicians’ offices, environmental testing
centers, remediation companies, quality-control laboratories and many other customers.

NOTE 2 | PUBLIC OFFERING OF COMMON STOCIK

On May 9, 2001, the Company sold 12.8 million shares of common stock to the public

at a price of $24.00 per share. An additional 1.0 million shares were sold by employees
and other individuals from shares distributed from a rabbi trust set up in connection with
the Company’s recapitalization in 1998 to meet tax obligations triggered by the offering.
Proceeds to the Company from the offering were approximately $289.9 million, net

of underwriters’ discounts and offering costs. The Company did not receive any proceeds
for the sale of shares by the selling stockholders.

NOTE 3 | SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Principles of Consolidation-The financial statements contain the accounts of the
Company and all majority-owned subsidiaries. Intercompany accounts and transactions
are eliminated.

Cash and Gash Equivalenis - Cash and cash equivalents consist primarily of highly liquid
investments with insignificant interest rate risk and original maturities of three months
or less at the date of acquisition.

Inventories — Inventories are valued at the lower of cost or market, cost being determined
principally by the last-in, first-out (“LIFO") method for the majority of the subsidiaries
included in the domestic distribution segment and by the first-in, first-out (“FIFQ")
method for all other subsidiaries.

Property, Plant and Equipment — Property, plant and equipment is recorded at cost and is
generally depreciated based upon the following estimated useful lives: buildings and improve-
ments 5 to 33 years and machinery, equipment and other 3 to 12 years. Depreciation is
computed using the straight-line method. Depreciation expense for 2001, 2000 and 1999
was $43.5 million, $33.3 miition and $30.4 million, respectively.

Goodwill - Goodwill acquired in a business combination completed prior to June 30, 2001
is being amortized on a straight-line basis over 5 to 40 years. Goodwill acquired in a busi-
ness combination completed after June 30, 2001 is not being amortized. The amounts
presented are net of accumulated amortization of $99.1 million and $83.1 million at
December 31, 2001 and 2000, respectively.

Intangible Assets — Intangible assets with a finite useful life and intangible assets with an
indefinite useful life acquired in a business combination completed prior to June 30, 2001
are being amortized on a straight-line basis over their estimated useful lives, ranging up
to 20 years. Intangible assets with an indefinite useful life acquired in a business combi-
nation completed after June 30, 2001 are not being amortized. Net intangible assets of
$106.9 million and $24.6 million at December 31, 2001 and 2000 are included in Other
Assets and are stated net of accumulated amortization of $24.2 million and $21.3 million,
respectively. During 2001, 2000 and 1999, the Company recorded amortization expense
of $3.1 million, $3.0 million and $3.2 million, respectively.

Fisher Scientific International Inc.
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NOTES TO FINANGIAL STATEMENTS

The Company enters into interest rate swap agreements in order to manage its exposure to
interest rate risk. These interest rate swaps are designated as cash flow hedges of the
Company's variable rate debt. During 2001, no ineffectiveness was recognized in the
statement of operations on these hedges. Amounts accumulated in OCI are reclassified
into earnings as interest is accrued on the hedge transactions. The amounts accumulated
in OCI will fluctuate based on changes in the fair value of the Company’s derivatives at
each reporting period.

The Company enters into forward currency contracts to hedge exposure to fluctuations in
foreign currency rates. For foreign currency contracts that are designated hedges, changes
in the fair value are recorded in OCI to the extent of hedge effectiveness and are subse-
quently recognized in earnings once the forecasted transactions are recognized. For forward
currency contracts not designated as hedges, changes in fair value are recognized in other
(income) expense, net.

Other Comprehensive Inconie (Loss) - Other comprehensive income (loss) refers to
revenues, expenses, gains and losses that under accounting principles generally accepted
in the United States of America are included in other comprehensive income (loss) but
are excluded from net income (loss) as these amounts are recorded directly as an adjust-
ment to stockholders' equity (deficit), net of tax. The Company's other comprehensive
income (loss) is composed of unrealized gains and losses on available-for-sale securities,
unrealized losses on cash flow hedges, minimum pension liability and foreign currency
translation adjustments.

Use of Estimates — The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Reclassifications — Certain prior year amounts have been reclassified to conform to their
current presentation.

NOTE 4 | AGCQUISITIONS

In February 2001, the Company acquired the pharmaceutical packaging services business
of Covance which we renamed Fisher Clinical Services Inc. (“FCS”). FCS enables phar-
maceutical and biotechnology customers to outsource packaging, labeling and distribution
for new medicines undergoing phase 3 and phase 4 clinical trials. The Company paid an
adjusted purchase price of $132.7 million in a cash transaction. The results of FCS have
been included in the domestic distribution segment from the date of acquisition.

In June 2001, the Company acquired a controlling interest in Medical Analysis Systems,
Inc. (*“MAS") after having acquired a non-controlling interest in March 2001. MAS is a
leading manufacturer of controls and reagents for the clinical laboratory market. Prior to
June 2001, the Company accounted for its investment in MAS using the equity method
of accounting. In July 2001, the Company acquired Safety Equipment Company (“SEC"),
a distributor of safety supplies and personal protection equipment. These acquisitions
had an aggregate purchase price of approximately $30 million. The results of MAS and
SEC have been included in the domestic distribution segment from their respective dates
of acquisition.

In November 2001, the Company acquired Cole-Parmer Instrument Company and its affili-
ated companies (“Cole-Parmer”). Cole-Parmer is a leading worldwide manufacturer and
distributor of specialty technical instruments, appliances, equipment and supplies. The
purchase price was $208.5 million in cash. The results of Cole-Parmer have been included
in the domestic distribution segment from the date of acquisition.

The following table summarizes the estimated fair values of the assets acquired and
liabilities assumed at the date of the acquisitions. The allocation of purchase price has
been made based upon management estimates and third-party valuations that have not
been finalized. Accordingly, the allocation of purchase price is preliminary.

(in millions)
Current assets : $ 94.0
Property, plant and equipment 77.2
Intangible assets 89.0
Goodwill 192.5
Other assets 24.0
Total assets acquired 476.7
Current liabilities 86.0
Long-term debt 3.8
Other liabilities 15.7
Total liabilities assumed 105.5
Net assets acquired $371.2

Fisher mn_m::zo International Inc.
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NOTES TO FINANGCIAL @Eﬁ_mz@ﬁﬂ

NOTE 6 | FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company’s financial instruments consist primarily of cash in banks, accounts receiv-
ables, debt, interest rate swaps and forward foreign currency contracts.

The carrying amounts for cash and cash equivalents, accounts receivables, and short-term
debt approximate fair value due to the short-term nature of these instruments. The carrying
and fair values of long-term debt were $956.1 million and $978.6 million, respectively, at
December 31, 2001, and $991.1 million and $951.1 million, respectively, at December 31,
2000. The fair value of the long-term fixed rate debt was estimated based on current quotes
from bond traders making a market in the debt instrument. The fair value of debt with
variable rates approximates the net carrying value. At December 31, 2001, the Company
had no outstanding forward foreign currency contracts and at December 31, 2000, had
outstanding forward foreign currency contracts with notional amounts of approximately
$5 million. The fair value of these contracts was insignificant at December 31, 2000. The
Company also had off-balance-sheet standby letters of credit with notional amounts of
$54.2 million and $56.8 million with no unrealized gain or loss at December 31, 2001 and
2000, respectively.

At December 31, 2001, the Company was a party to five interest-rate swap agreements

in which the Company exchanged its floating-rate obligation on (a) $40.0 million denomi-
nated in U.S. dollars for a fixed-rate payment obligation of 5.669% per annum through
January 21, 2004, (b) $141.9 million denominated in U.S. dollars for a fixed rate obliga-
tion of 5.669% per annum through December 31, 2003, (c) $22.0 million denominated
in British pounds for a fixed-rate payment obligation of 5.850% per annum through
January 21, 2004, and (d) $7.9 million denominated in Canadian dollars for a fixed-rate
payment obligation of 5.6675% per annum through January 21, 2004. The notional
amount of each interest-rate swap agreement matches the repayment schedule of the
Term Facility through the maturity date of the respective interest rate swap agreements
(see Note 12 - Debt). In the unlikely event that the counterparty fails to meet the terms
of the interest-rate swap agreement, the Company’s exposure is limited to the interest-rate
differential on the notional amount at each quarterly settlement period over the life of the
agreements. The Company does not anticipate nonperformance by the counterparty. The
fair values of interest-rate swap agreements are the estimated amounts that the Company
would pay or receive to terminate the agreements at the reporting date, taking into account
current interest rates, the market expectation for future interest rates and the current
creditworthiness of the Company. The fair value of outstanding interest-rate swap agree-
ments as of December 31, 2001 and 2000, based upon quoted market prices, reflected
an unrealized loss of $9.6 million and an unrealized gain of $0.6 million, respectively.

None of the Company’s financial instruments represents a concentration of credit risk as
the Company deals with a variety of major banks worldwide, and its accounts receivable
are spread among a number of customers and geographic areas.

NOTE 7 | ACCOUNTS RECEIVABLE

The following is a summary of accounts receivable at December 31 (in millions):

2001 2000

Gross accounts receivable $366.8 $331.8
Allowance for doubtful accounts (34.8) (35.0)
Accounts receivable, net $332.0 $296.8

The Company's receivables securities facility (“Receivables Securitization”) provides for
the sale, on a revolving basis, of certain of the accounts receivable of Fisher Scientific
International Inc., a Delaware limited tiability corporation (“FSt1”), to a special purpose,
bankruptcy remote subsidiary of FSII included in the Company’s consolidated financial
statements. The parties have entered into an agreement to transfer, on a revolving basis,
an undivided percentage ownership interest in a designated pool of accounts receivable
up to a maximum amount based on a defined calculated percentage of the outstanding
accounts receivable balance. As collections reduce accounts receivable included in the
pool, new receivables are sold into the poot. During 2001, the Company collected and
reinvested, on a revolving basis, approximately $812 million of receivables. During 2000,
the Company collected and reinvested, on a revolving basis, approximately $475 million
of receivables and used $21.7 million of additional collections to reduce this facility to
zero at December 31, 2000. The special purpose subsidiary has the risk of credit loss on
the receivables and, accordingly, the full amount of the allowance for doubtful accounts
has been retained in the Company’s balance sheet. Under the terms of the Receivables
Securitization, FSII retains collection and administrative responsibilities for the receiv-
ables in the pool. Due to the short-term nature of the receivables, the Company's retained
interest in the pool during the year is valued at historical cost which approximates fair
value. The facility expires in January 2003 and the effective interest rate is approximately
one month LIBOR plus an annual commitment fee of 50 basis points. The Company
recorded $3.8 million and $3.9 million of losses on the sale of receivables as interest
expense in the year ended December 31, 2001 and 2000, respectively. The full amount
of the Receivables Securitization facility was available at December 31, 2001 and 2000.

Fisher Scientific internationat Inc.




€162 ¢ 122 $ 18U ‘Juawdinba pue jue|d ‘Aladoly

(§°GLT) (1°802) uo1el024dap PaleINnWNIdY
8'9cvy rAL11 %Y |elo)
0'1ve 6°06¢C Jaylo pue juswdinbs ‘fsuryoep
8'G8T $ £'6€Z $ sjuswaAoidw pue s3ulp|ing ‘puen
000¢ 1002

(suoljiu uty Tg J3quisdesq
1e 19sse Jo sse|o Joflew AqQ juawdinba pue jue|d ‘Auedoud jo fewwns e st UImo||0) oy |

1'166% 1°966$ 1q9p wuai-Suof (ejo] p
010 8D 10D WIa1I00s $597 LNIWJIND ANV LNVId ALY3Id08d | G JLON
9'€9 ZsL JET
£6b1 ! (A1PA19adsal ‘0002 PUE 00T .

U uol| W £°0% pUE uol||IW 9°0% 9'€9% £'68$ =301

40 JUNOJSIP € 4O 13U) SAON %%/ 16T [Y: 14 B0

Z'1€2 8112z ey wis) 58r$ 8'09% $9Xe} BUI0OU| PalIaleq
9v65$ #'666$ (Kjanyoedsal ‘000¢

000¢ 100¢

pue T0QZ Ut uojjiul ¥'G$ pue
UOI|[1W G"p$ JO JUNOTSIP € 4O Jau)

(SUOIIW U1) TE J2QUWR23(] 1B S18SSe JUaLINd 1830 Jo Aewwins e s| Sutmo|joy ay)
S9JON Paleulplogqns J0IudsS %6

0002 ooz SLISSY LNJYYNI ¥IHL0 | 6 ILON

:(SUOI||IW UIy TE 5oquwiadaq e suoiesqo 1gap Jo Alewwns e si 3uImo||o} ay |

‘A19A3oadsal ‘000z PUe T00Z ‘1€ Jaquiaoag
1g3a@ | zi JL0N papus sJedA ayj o) uol|jiw £ 92$ Pue uolljiw 8'0c$ Aletewixosdde Aq 1500 juawsdeidal
palewIse moyaq aJam yoiym ‘Ajaainoadsal ‘Qo0g PUB T00Z ‘1€ Jaquwada( Je uol|jiw
£'67T$ pue uolw 6°0GT$ 03 pajunowe poyiaw 0417 8Ui BUIsn pan|ea saLOIUBAU|

L161$ - 6'62T$ . [e01 ‘
6 766l PU0 zvezs v'i9z$ |e3oL
v've L'Se 1sau91u G881 891z sjonpoid paysiuid
92¢ $ 019 $ SHjeuaq pue sagem 6'9 01l $S8004d Ul oM
0002 o0z 882 ¢  9EE$ |eLisiew mey
0002 1002
s(suojiw up)

1€ 48qIa28(] 18 Saijt}igel| JuaLND JaY30 pue paniooe Jo Aewins e s) SUIMoj|o) sy (suonjiut ul) I soquada( e Aodaled dofew AQ seliojuaAU) Jo AleWIWINS B S| BUIMO||0) 8y |

SALTTIEAVIT LNIYIND AIRLO ANY @INYIIY | L1 JLON SIYOLNIANTI | 8 JLON




38

NOTES TO FINANCIAL STATEMENTS ‘

The Term Facility consists of (a) a $69.9 million tranche A term loan (“Tranche A”),

(b) a $84.2 million tranche B term loan (“Tranche B”) and (¢) a $57.7 million tranche C
term loan (“Tranche C”). Of the $211.8 million outstanding under the Term Facility,
$181.9 million is denominated in U.S. dollars, $22.0 million is denominated in British
pounds and $7.9 million is denominated in Canadian dollars. Borrowings under the Term
Facility and the Company's $175 million revolving credit facility (the “Revolving Facility”
and together with the Term Facility the “Credit Facility”) bear interest at a range of rates,
based upon the Company’s leverage ratio, equal to, at the Company’s option, the follow-
ing: Tranche A and Revolving Facility, LIBOR plus 1.25% to 2.25% or Prime Rate plus
0.25% to 1.25%; Tranche B, LIBOR plus 2.25% to 2.50% or Prime Rate plus 1.25%

to 1.50%; and Tranche C, LIBOR plus 2.50% to 2.75% or Prime Rate plus 1.50% to 1.75%.
The Company also pays a commitment fee equal to 0.50% per annum of the undrawn
portion of each lender's commitment. Interest rates at December 31, 2001 were as
follows: Tranche A-3.13% (LIBOR plus 1.25%); Tranche B—4.13% (LIBOR plus 2.25%);

and Tranche C-4.38% (LIBOR plus 2.50%). The Revolving Facility expires in January 2004.

The mandatory repayment schedule of the Term Facility is as follows: $30.5 million in
2002, $22.3 miltion in 2003, $62.7 miltion in 2004, and $96.3 m

The obligations of Fisher and the subsidiary borrowers under the Credit Facility are
secured by substantially all assets of the Company and its material domestic subsidiaries.
The obligations of Fisher and the subsidiary borrowers are further guaranteed by Fisher
and each material domestic subsidiary of Fisher.

The Credit Facility contains covenants of the Company and the subsidiary borrowers,
including, without limitation, certain financial covenants and restrictions on (i) indebted-
ness, (ii) the sale of assets, (iii) mergers, acquisitions and other business combinations,
(iv) minority investments, and (v) the payment of cash dividends to shareholders. The
financial covenants include requirements to maintain certain levels of interest coverage,
debt to earnings before interest, taxes, depreciation and amortization (“EBITDA"), mini-
mum EBITDA and a limit on capital expenditures. The Company is in compliance with
all covenants at December 31, 2001. Loans under the Term Facility are required to

be prepaid with 50% of excess cash flow (as defined in the Credit Facility and subject

to certain limits as specified therein), certain equity issuances of the Company, 100%

of net-cash proceeds of certain asset sales, certain insurance and condemnation proceeds,
and certain debt issuances of the Company.

On January 21, and November 20, 1998, the Company issued $400 miltion and $200 mil-
lion, respectively, of 9% Senior Subordinated Notes. The 9% Senior Subordinated Notes
issued in January were issued at par while the 9% Senior Subordinated Notes issued

in November were issued net of an approximate $7 million discount. The 9% Senior
Subordinated Notes will mature on February 1, 2008 with interest payable semiannually
in arrears on February 1 and August 1 of each year. The 9% Notes are unsecured senior
subordinated obligations of the Company, subordinated in right of payment to all existing
and future senior indebtedness and rank pari passu in light of payment with all other
existing and future senior subordinated indebtedness of the Company. The 9% Notes are
redeemable at the option of the Company at any time after February 1, 2003 at an initial
redemption price of 104.5%, declining ratably to par on or after February 1, 2006. Upon
a Change of Control Triggering Event (as defined in the Indenture under which the 9%
Notes are issued), the Company will be required to make an offer to purchase all out-
standing 9% Notes at 101 % of the principal amount thereof, together with accrued and
unpaid interest, if any, to the date of purchase.

The Indenture under which the 9% Notes are issued contains covenants that restrict,
among other things, (i) the ability of the Company and its subsidiaries to incur additional
indebtedness, (ii) pay dividends or make certain other restricted payments, (iii) merge or
consolidate with any other person, and (iv) make minority investments, and contains other
various covenants that are customary for transactions of this type.

The Company also has outstanding $150.0 million aggregate principal amount of 7%%
Notes due December 15, 2005, which were sold on December 18, 1995 at a price to the
public equal to 99.184% of principal bringing the effective interest rate to 7.5%.

Other debt outstanding at December 31, 2001 totaled $75.2 million, of which $42.9 million
is long-term in nature. This debt matures as follows: $12.9 million in 2002, $5.5 million in
2003, $2.3 million in 2004, $2.8 million in 2005, $3.4 million in 2006, and $16.0 million
thereafter.

Fisher Scientific International Inc.
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NOTES TO FINANCIAL STATEMENTS

On May 16, 2001, the stockholders of the Company approved an amendment to the
Restated Certificate of Incorporation of the Company increasing the authorized number
of shares of common stock that may be issued from 100,000,000 to 500,000,000.

NOTE 16 | INCOME TAXES

The domestic and foreign components of income before income taxes are as follows

(in miltions):

NOTE 19 | EARNINGS PER SHARE Year Ended December 31, 2001 2000 1999
Net income per share is computed under Statement of Financial Accounting Standards Woawmﬁ_o wmm.w mwww wwww
No. 128, “Earnings Per Share.” Basic net income per share is computed by dividing net oreten : . :
income available for common stockholders by the weighted average number of shares of Income before income taxes $30.3 $37.8 $57.8
common stock outstanding during the period. Diluted net income per share is computed -
by dividing net income available for common stockholders by the weighted average number The components of the income tax provision are as follows (in millions):
of shares of common stock outstanding, including potential common shares from conver-
sion of stock options and warrants using the treasury stock method, if dilutive. Year Ended December 31, 2001 2000 1999
The following table sets forth basic and diluted net income per share computational data Current income tax expense:
for the periods presented (in millions, except per share amounts): Federal $ - $ 5.7 $ 89

State 1.5 0.4 (1.0)

Year Ended December 31, 2001 2000 1999 Foreign 12.7 6.7 6.0

Net income available to Total current 14.2 12.8 13.9
common shareholders $16.4  $22.7 $23.4 Deferred income tax expense (benefit):

Weighted average common shares Federal 0.6 1.5 8.3
outstanding used in computing mﬁmﬁ (0.3) 0.1 6.5
basic net income per share 49.4 40.1 40.0 Foreign 0.6) 0.7 57

Common stock equivalentt@ 3.6 4.3 2.8 Total deferred (0.3) 2.3 20.5

Weighted average common shares Total income tax provision $13.9 $15.1 $34.4

outstanding used in computing

diluted net income per share 53.0 44 .4 42.8
Basic net income per share $0.33 $0.57 $0.59
Diluted net income per share $0.31 $0.51 $0.55

40

@The weighted average amount of outstanding antidilutive common stock options and warrants excluded
from the computation of diluted net income per share was 0.9 million, 0.2 miition and 1.6 million at
December 31, 2001, 2000 and 1999, respectively.

Fisher Scientific international Inc.
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NOTES TO FINANCIAL STATEMENTS

SFAS No. 109 requires that deferred tax assets be reduced by a valuation allowance if it
is more likely than not that some portion or all of the deferred tax asset will not be real-
ized. The valuation allowances at December 31, 2001, 2000 and 1999 predominantly
represent allowances against foreign net operating losses which are not anticipated to
result in future tax benefits.

Undistributed earnings of the Company’s foreign subsidiaries amounted to approximately
$53 million at December 31, 2001. Upon distribution of those earnings in the form of
dividends or otherwise, the Company would be subject to both U.S. income taxes (subject
to an adjustment for foreign tax credits) and withholding taxes payable to the various
foreign countries. The Company intends to periodically make distributions from its foreign
subsidiaries to its U.S. parent. These distributions will only be made at such time that
they are deemed to be tax efficient. The Company does not anticipate any additional U.S.
tax liability above that which has previously been recorded.

NOTE 17 | RETIREMENT BENEFITS

The Company has defined benefit pension plans available to substantially all employees
that are either fully paid for by the Company or provide for mandatory employee contribu-
tions as a condition of participation. Under the cash balance plan in the United States,

a participating employee accumulates a cash balance account which is credited monthly
with an altocation equal to 3.5% of compensation and interest. The Company’s funding
policy is to contribute annually the statutorily required minimum amount as actuarially
determined.

The Company, generally at its own discretion, provides a postretirement health care
program that is administered by the Company to employees who elect to and are eligible
to participate. Fisher funds a portion of the costs of this program on a self-insured and
insured-premium basis and, for the years ended December 31, 2001, 2000 and 1999,
made payments totaling $1.8 million, $2.1 million and $1.7 million, respectively.

The changes in benefit obligations and plan assets were as follows at December 31
(in millions):

Other
Postretirement
Pension Benefits Benefits

2001 2000 2001 2000

Change in benefit obligation
Benefit obligation at beginning of year $2445 $238.6 $240 $26.9
Service costs 10.7 9.0 0.4 0.4
Interest costs 17.0 16.4 1.6 1.6
Plan participants’ contribution 0.6 0.7 - -
Plan amendment - 0.1 - (1.8)
Actuarial (gain) foss 6.5 0.4 (0.9) (0.6)
Benefits paid (17.1) (17.2) (1.8) (2.1)
Currency translation adjustment (1.8) (3.5) (0.1) (0.4)
Benefit obligation at end of year $2606 $244.5 $23.2 $240

Fisher Scientific International Inc.
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NOTES TO FINANGIAL STATEMENTS

The development of the net periodic pension cost and the projected benefit obligation
was based upon the following assumptions:

NOTE 18 | STOCK AND OTHER PLANS

2001 2000 1999
Discount rate 7.25% 7.50% 7.50%
Average rate of increase in employee compensation 4.00% 4.00% 4.00%
Expected long-term rate of return on assets 9.75% 9.75% 9.75%

The date used to measure plan assets and liabilities was October 31 in each year. Plan
assets are invested primarily in stocks, bonds, short-term securities and cash equivalents.

The weighted average discount rate used in determining the accumulated postretirement
health care benefit obligation was 7.25% for December 31, 2001 and 7.5% for December 31,
2000 and 1999, respectively. A 7.75% annual rate of increase in per capita cost of covered
health care benefits was assumed for 2001 which gradually decreases to an average ulti-
mate rate of 7.25%. Because of limitations on the Company’s contributions under the
amended health care program, changes in the health care trend rate assumption do not
have a significant effect on the amounts reported. To illustrate, a change in the assumed
health care cost trend rate by 1 percentage point effective January 2001 would change the
accumulated postretirement benefit obligation as of December 31, 2001 by approximately
$0.6 million and the aggregate of the service and interest cost components of net periodic
postretirement benefit cost for the year ended December 31, 2001 by approximately
$0.1 million.

The Company also maintains a defined contribution savings and profit sharing plan (the
“Plan”). The Plan allows eligible employees to participate after six months and 500 hours
of service. Participants may elect to contribute between 1% and 15% of their annual
compensation as defined in the Plan. The Company is obligated to contribute an amount
equal to 25% of each employee’s basic contribution, as defined, and may, at the discretion
of the Company, contribute additional amounts. For the years ended December 31, 2001,
2000 and 1999 the Company’s contributions to the Plan were $3.8 million, $4.1 million
and $4.2 million, respectively.

L4

Stock Plans

In May of 2001 the Board of Directors approved and adopted the Fisher 2001 Equity
and Incentive Plan (“2001 Plan”). Under the 2001 Plan, the Company may grant up to
8,000,000 shares of common stock. Awards under the 2001 Plan may be made in the
form of incentive stock options, non-qualified stock options, other stock based awards,
including but not limited to restricted stock units or dividend payments. No more than
3,000,000 shares of common stock may be awarded in respect to options, restricted
stock, restricted stock units or other stock-based awards to any individual under the
2001 Plan. Options granted have a term of ten years and generally vest over three years.
The exercise price of any option will not be granted at less than the fair market value
of the common stock on the date of the grant.

Under the Company’s 1998 Equity and Incentive Plan (“1998 Plan”), the Company

may grant up to an aggregate of 10,000,000 shares of stock. At December 31, 2001,
5,721,000 shares are available for grant. Awards under the 1998 Plan were authorized
to be made in the form of options (whether incentive or otherwise), stock appreciation
rights, restricted stock, dividend equivalents and other stock-based awards. Options
granted have a term of ten years and generally vest either over a three to five year period
in equal installments or in one installment nine years from the date of grant, unless
sooner vested upon the achievement of certain performance targets and other factors.
The Company has also granted options to purchase 758,333 shares of Common Stock
having a ten year term and vesting five to nine years from the date of grant, unless
sooner vested upon the achievement of certain performance targets or unless “put” to
the Company by the executive or “called” by the Company in accordance with the terms
of the respective grant agreements. The total “put” and/or “call” rights are limited to
$14.5 million plus interest, of which $4.5 million expired during 2000 in accordance
with the terms of the option agreement and was reclassified from other liabilities to equity.
Options have generally been granted at fair market value. The exercise price of all options
outstanding on April 15, 1999 was reduced by $0.15 per share as a result of the Spinoff
of ProcureNet (see Note 5 - Operations To Be Disposed Of). During 2000, the Company
recorded a noncash compensation expense of $3.7 million in selling, general and admin-
istrative expense relating to a one-time change in the terms of certain stock options.

Fisher Scientific International Inc.
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NOTES TO FINANGIAL STATEMENTS

SFAS 123 Pro Forma Disclosures

Had compensation cost for options been based upon fair value determined under SFAS
No. 123, the Company's 2001, 2000 and 1999 net income would have been $31.3 million,
$20.4 miltion, and $20.3 million, respectively, with basic earnings per share of $0.63 for
2001 and of $0.51 for both 2000 and 1999, and diluted earnings per share of $0.59, $0.46
and $0.47, for 2001, 2000 and 1999, respectively. The fair value of each option grant is
estimated on the date of grant using a Black-Scholes option pricing model with the follow-
ing weighted average assumptions used for grants in 2001, 2000 and 1999: risk-free
interest rates of approximately 4.5%, 6.0% and 6.6%, respectively, annual dividend of
$0; expected lives of 5 years and expected volatility of 51%, 55% and 48%, respectively.

NOTE 19 | RESTRUCTURING AND OTHER CHARGES

During the first quarter of 2001, Fisher adopted and commenced implementation of

a streamlining plan (the “First Quarter Plan") aimed at improving operations, largely
through office, warehouse and manufacturing facility consolidations and the discontin-
uance of certain product lines. As a result of these actions, the Company recorded a
restructuring charge of $18.1 million. The restructuring charge reflects $10.9 million
related to estimated employee separation costs and $7.2 million of exit costs. The charge
for employee separation arrangements relates to the termination and other severance costs
associated with 518 salaried and hourly employees severed as part of this plan. The exit
costs represent primarily lease-cancellation costs and costs associated with the discontin-
uance of certain product lines.

During the fourth quarter of 2001, Fisher commenced implementation of a plan focused
on further integration of the international operations and recent acquisitions and the
continued streamlining of the domestic operations, including the consolidation of certain
distribution centers (the “Fourth Quarter Plan"). As a result of these actions, the Company
recorded a restructuring charge of $8.9 million. The restructuring charge reflects $7.4 mil-
lion related to estimated employee separation costs and $1.5 million of exit costs. The
charge for employee separation arrangements relates to the termination and other sever-
ance costs associated with 262 salaried and hourly employees severed as part of this
plan. The exit costs represent primarily lease-cancellation costs. During the fourth quarter
of 2001 the Company also reversed $0.8 million of excess accruals remaining from restruc-
turing charges recorded in years prior to 2001.

The following table summarizes the recorded accruals and activity related to the First
Quarter Plan and Fourth Quarter Plan (collectively the “2001 Plan”) (in millions):

Employee Other
Separations  Exit Costs Total
2001 Plan
Restructuring charge $18.3 $8.7 $27.0
Less cash payments 8.7 4.6 13.3
Less noncash items - 0.3 0.3
Balance as of December 31, 2001 $ 9.6 $3.8 $13.4

In connection with the May 2001 stock offering process, the Company accelerated the
vesting of options to purchase approximately 2.3 million shares of common stock having
an average exercise price of $20.85 per share. These options were then converted into
the right to receive approximately 1.0 miltion shares of common stock, issued and deposited
into a rabbi trust. The number of shares issued was determined by dividing the “spread”
value of the option (the difference between the last reported sale price on March 30, 2001
of $35.44, the date of the transaction, and the exercise price of the option) by $35.44.
As a result of these transactions the Company recorded a primarily noncash compensation
charge of $33.5 million during the first quarter of 2001.

in 2000, the Company recorded a restructuring credit of $2.0 million for the reversal of
prior year restructuring accruals due to actual costs being lower than originally estimated.
The restructuring credit related to the domestic distribution and international distribution
segments equaily.

In 1999, the Company recorded a $1.5 million net restructuring credit, which consisted
of a $2.1 million restructuring charge related to its long-term restructuring plan and

a $3.6 million reversal of prior period restructuring charges due to revised estimates.
The charge reflected consolidation and downsizing of the Company’s German operations,
which are included in the international distribution segment. The charge resulted from
a plan that was adopted in December 1999. The charge related to severance and related
costs for the termination of 22 warehouse, customer service, and sales employees. At
December 31, 2001, no balance remains accrued for this restructuring plan. The $3.6 million
reversal of prior period restructuring charges was comprised of a $3.0 million reduction
of severance due to organizational changes and voluntary separations that occurred during
1999 which were not anticipated in prior periods and a $0.6 million reduction due to
revised estimates for the closing of logistics centers in the United States.

Fisher Scientific International Inc.
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NOTES TO FINANCIAL STATEMENTS

The Company operates or sells to customers in approximately 145 countries outside
the United States. Sales outside the United States comprised 17%, 19%, and 21% of
consolidated sales in 2001, 2000, and 1999, respectively. No single foreign country
accounted for more than 10% of consolidated sales during the past three years.

Long-Lived Assets

2001 2000

Long-lived assets by geographic area:
Domestic $768.7 $427.6
international 167.7 182.5
Total $936.4 $610.1

Fisher’s product portfolio is comprised of consumable products, such as laboratory
supplies and specialty chemicals, and durables. Approximately 80% of 2001, 2000,
and 1999 sales were of consumable products and 20% of 2001, 2000, and 1999 sales
were of durable products.

NOTE 21 | RELATED PARTIES

The Company pays an annual management fee of $1.0 million to certain affiliates of THL.
In return for the annual management fee, THL, and certain of its affiliates, provide con-
sulting and management advisory services. Several of the Company’s equity investors were
underwriters to the Company's May 2001 offering for which the Company paid approximately
$9.9 mitlion in underwriters discounts from the proceeds of the offering. One of the Company’s
equity investors is a financial institution that provides financing to the Company.

NOTE 22 | ACCOUNTING PRONOUNCEMENTS

in June 2001, the Financial Accounting Standards Board (FASB) issued Statement of
Financial Accounting Standards No. 141, “Business Combinations” (“SFAS 141”) and

Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangible
Assets” (“SFAS 142").

SFAS 141 requires the purchase method of accounting for business combinations initiated
after June 30, 2001 and eliminates the pooling-of-interests method for business combi-
nations. SFAS 141 also specifies the types of acquired intangible assets that are required
to be recognized and reported separately from goodwill and those acquired intangible

assets that are required to be included in goodwill. Under the provisions of SFAS 141,
goodwill and intangible assets determined to have an indefinite useful life that are acquired
in a business combination completed after June 30, 2001 were not amortized. Goodwill
and intangible assets acquired in business combinations completed prior to July 1, 2001
continued to be amortized through December 31, 2001.

SFAS 142 requires the use of a nonamortization approach to account for purchased good-
will and certain intangibies. Under the nonamortization approach, goodwill and certain
intangibles will not be amortized but instead would be reviewed for impairment and written
down with a resulting charge to operations only in the period in which the recorded value
of goodwill and certain intangibles is more than its fair value. SFAS 142 requires the
Company to perform an evaluation of whether goodwili and indefinite-lived intangible
assets are impaired as of January 1, 2002, the effective date of the statement for the
Company. Additionalty, SFAS 142 requires the Company to reassess the useful fives and
residual values of all intangible assets and make any necessary amortization adjustments.
This impairment evaluation is required to be completed by March 31, 2002 for indefinite-
tived intangible assets and by December 31, 2002 for goodwi

At December 31, 2001, the Company had unamortized goodwill and indefinite-lived intan-
gible assets in the amount of $507.4 million and $61.5 million, respectively, all of which
is subject to the transition provisions of SFAS 141 and SFAS 142. The Company is in the
pracess of evaluating the effect that the transitional goodwill impairment provisions of
this statement will have on its financial statements.

Selected business segment financial information for the years ended December 31, 2001,
2000 and 1999 excluding goodwill amortization is as follows (in millions):

Income from Operations

2001 2000 1999

Domestic distribution $181.3 $154.2 $136.3
International distribution 18.6 16.6 12.7
Laboratory workstations 8.7 7.3 29.1
Technology - - (6.1)
Eliminations 0.4 (0.1) 0.6
Segment subtotal 209.0 178.0 172.6
Restructuring and other charges (credits) 59.7 (2.0) (1.5)
Nonrecurring charges 1.5 10.4 12.7
Total $147.8 $169.6 $161.4

Fisher Scientific International Inc.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Birectors of
Fisher Scientific International Inc.:

We have audited the accompanying balance sheets of Fisher Scientific International Inc.
and subsidiaries {the “Company”) as of December 31, 2001 and 2000, and the related
statements of operations, cash flows, and other changes in stockholders’ equity (deficit)
and other comprehensive income (loss) for each of the three years in the period ended
December 31, 2001. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as

evaluating the overall financial statement presentation. We believe that our audits provide
a reasonable basis for our opinion.

In our opinion, the financial statements present fairly, in all material respects, the finan-
cial position of Fisher Scientific International Inc. and subsidiaries as of December 31, 2001
and 2000, and the results of their operations and their cash flows for each of the three
years in the period ended December 31, 2001 in conformity with accounting principles
generally accepted in the United States of America.

Neloile. “ Tousdo 1LY

New York, New York
February 1, 2002

Fisher Scientific International Inc.
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