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services company in the United States that

is dedicated solely to the pharmaceutical
supply chain. It is the leading distributor
of pharmaceutical products and services
to the hospital systems/acute care market,
alternate care facilities, independent

community pharmacies, and regional

drugstore and food merchandising chains.
The Company is also a leader in the
institutional pharmacy marketplace. With
approximately $35 billion in annualized

operating revenues, AmerisourceBergen

AI

throughout the pharmaceutical supply chain,

is headquartered in Valley Forge, PA,
and employs more than 13,000 people
serving over 25,000 customers.

Dedicated to generating efficiencies

AmerisourceBergen creates services and
solutions that help our customers improve
their businesses. From easy access
Internet ordering and detailed inventory
management systems to just in time
delivery, we strive to increase productivity
while lowering costs. We handle hundreds
of thousands of transactions every day,
and our consistent on-time delivery and
order accuracy place us among the
leaders in customer service.
AmerisourceBergen works with
suppliers and customers to continually
improve the delivery of healthcare
in the U.S.




ATTTTZTE

net income up 39%
earnings per share up 22%
return on committed
capital 26.7%

Excluding special items



R. David Yost,
President and
Chief Executive Officer

Fellow Shareholders:

Our fiscal year ended September 30,
2001 was the most exciting in our history.

On March 19 we announced, and on
August 29 we successfully completed, the
merger of AmeriSource Health Corporation
and Bergen Brunswig Corporation, creating
AmerisourceBergen Corporation — the
leading pharmaceutical distribution
services company in the United States
with annualized sales of approximately
$35 billion. Our new symbol on the New
York Stock Exchange is: ABC.

Our new company, AmerisourceBergen,
is positioned to maximize shareholder value
by: creating the most efficient and lowest
cost distribution network in the industry;
fielding the biggest and best sales force
in the industry; expanding “high touch,”

maximize shareholder value.

differentiated customer service through
a regional organizational structure; and
revitalizing the pharmaceutical supply
chain with new customer and supplier
services and solutions. The following
pages of this report outline how we expect
to implement each of these strategies to
build our business and deliver long-term
shareholder value.

The merger of these two companies
did not overshadow our strong financial
performance this year. In fact, the
momentum of both former companies is a
strong foundation for AmerisourceBergen.

For fiscal year 2001, diluted earnings
per share before special items for the
combined Company was a record $2.31,
a 22% increase over the previous record
year. Return on Committed Capital (ROCC),



our most important measurement because
it best reflects our ability to create
shareholder value over the long term,
was 26.7%, well above our 20% long-term
target. On a pro forma basis, revenue in
our pharmaceutical distribution segment
reflected a strong year for both former
companies. AmeriSource revenue was up
20%, and Bergen Brunswig increased 11%.
In our PharMerica segment, which includes
our institutional pharmacy and workers’
compensation fulfillment businesses,

pro forma revenue increased 6%.

The Merger

Combining these two national
companies made great practical sense.
Bergen was strong in the West;

AmeriSource was strong in the East

The Company expects
to capture $150 million
in annualized savings
by the end of FY 2004,
through synergies from
its recent merger.

Consistent ROCC

26.7%

24.5%
24.2%
24.6%
25.2%
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Diluted Earnings
Per Share Growth

Earnings per share
before special and
extraordinary items

$2.31

$2.31

2001

and Midwest. Both serviced large numbers

of independent community pharmacies
and regional drugstore and food chains
with innovative services and programs.
AmeriSource was a leader in the acute
care hospital business, while Bergen
was a leader in the alternate care and
institutional pharmacy markets, and had
a large and growing specialty distribution
business. The two companies shared few
of the same customers, and both had
strong reputations for customer service.
From the outset of our merger,
discussion about putting these two fine
organizations together was never focused

on being the biggest; we focused on being
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the best. We focused on creating an
industry-leading, service-driven company
that would take the best from each former
company and build on it, while giving new
meaning to the term “merger of equals.”
We were gratified to receive
strong support for our transaction from
associates, shareholders, suppliers,
and customers of both former companies.
We were able to deliver almost 1,000
letters of support for the transaction
from our customers to the Federal Trade
Commission — a strong indication, in
our opinion, that our customers actively
endorsed the creation of a large,
financially strong, service-oriented

pharmaceutical services distributor.

Integration

Before approval of the merger, a small
group of key executives from each company
formed a steering committee, and with the
help of outside integration experts and
associates from both companies, began
developing the integration plan. It was
agreed that a separate integration office
was essential to provide leadership for
combining the two organizations quickly,
and that the first 100 days after the

close of the transaction would be critical.
The group also agreed the integration
would follow a "customer first” philosophy.

Since the merger, we have established
AmerisourceBergen’s new organizational
structure, selected the leadership, and
begun operating as one company. We have
met with the key constituencies of our
Company — associates, customers, suppliers,
and shareholders — and shared our vision
with them.

One of the motivations for the merger
was the capture of significant cost-saving
opportunities. When we announced the
merger, we stated that $125 million in
annual synergies would be captured by the
end of the third year, fiscal 2004. After
the transaction closed, additional savings
were identified and we revised that estimate
to $150 million by the end of year three.
The savings will accrue from three broad
areas: distribution network rationalization
and operations enhancements; elimination
of redundancies, primarily in back office
functions; and procurement efficiencies.
With Llittle overlap in customers and our
long-standing commitment to customer
service, we will continue to field the

largest sales force in the industry.



Douglas E. Batezel,
Vice President and

Chief Procurement Officer

William D. Sprague,
Vice President, General
Counsel and Secretary

Terrance P. Haas,
Senior Vice President,
Integration

While most savings will be in the
final two years, the synergy capture
began in earnest during the first 100
days. We have already consolidated two
small distribution centers; identified
and released, with appropriate severance
packages, many overlapping management
positions; and achieved some initial
procurement savings. You should expect
us to demonstrate the discipline necessary
to achieve our synergy goals.

Our new scale will provide the platform
to develop new innovative programs for
customers and suppliers — an integral part
of our new company — and allow us to

expand our speciality distribution business.

Looking Ahead

Our Company commands a leading
position in a strong industry. Some
industry experts expect the pharmaceutical
industry to grow revenues at an annual
rate of nearly 14% over the next five
years. This growth is driven by more than
$57 billion in worldwide pharmaceutical
company research for new drugs and
an increasing U.S. population over
65 years of age, which accounts for an

estimated two-thirds of total healthcare

David M. Senior,
Vice President,
Business Development

Linda M. Burkett,
Vice President and
Chief Information Officer

Eileen C. Clark,
Vice President,
Human Resources

expenditures. About $35 billion of branded
pharmaceuticals will come off patent
in the next five years. As the largest
purchaser of generic pharmaceuticals
in the U.S., we have a great opportunity
to influence market share in this market.
This is a great industry! And without
question, AmerisourceBergen has assembled
the leadership to maximize these
opportunities. Every person filling
a key leadership role, including those
pictured above, was carefully selected.
Our leadership team remains focused
on building shareholder value and plans
to do that by growing our revenues
at 15%, our EBIT at 15%, maintaining
a ROCC over 20%, and growing earnings
per share at least 20%.
With our new scale and ability to
innovate, our future has never been brighter.
Thank you very much for your continued

support and your vote of confidence.
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R. David Yost
President and CEO

Robert E. Martini
Chairman

January 22, 2002



Focused on the pharmaceutical
supply chain, AmerisourceBergen seeks
to build shareholder value by creating
new efficiencies in the supply chain
by executing innovative solutions for
our customers and manufacturers while
lowering costs. Both former companies
were very good at taking costs out of
the distribution system. The creation
of AmerisourceBergen gives the new
Company a size and scale that will allow
it to accelerate those efforts.

The $150 million in annualized
synergies to be realized from the integration
of the two companies is our largest
cost-saving opportunity in the next three
years. Greater efficiencies in purchasing
pharmaceuticals and the elimination
of administrative redundancies will cut
costs, but the largest part of the savings
will come from consolidating the
distribution network from 51 distribution
centers in the U.S. to approximately 30.
Six of those remaining facilities will be

completely new.

More Efficient Distribution Centers
At the heart of our distribution system
will be the most modern and automated
facilities in the industry. Currently,
AmerisourceBergen distribution centers
process an average of $623 million in annual
revenue, with some facilities running at
more than $1.5 billion a year. The industry
average is about $600 million per year.
When the consolidation is complete,
the Company’s distribution centers will
average (based on AmerisourceBergen
revenue growth of 15% annually) about

$1.8 billion in revenue annually with

For the second year,
Information Week
Magazine ranked
AmerisourceBergen’s
predecessor companies’
use of technology
among the best of
the pharmaceutical
distributors and

in the top 200

of all companies.

The more than
3,000 retail
pharmacies
using the
AmerisourceBergen
HBC Source buying
program increased sales
of over-the-counter
pharmaceuticals and
health and beauty aids
by nearly three times
the industry average.

the biggest facilities processing more
than $2 billion in revenue. The result
will be the largest and the lowest-cost
distribution system in the industry.
Gaining these efficiencies is relatively
low risk. Both organizations have had
extensive experience at consolidating
distribution centers, and conversions will
be made one at a time. AmerisourceBergen
also is taking a “customer-friendly”
approach. All customers will remain on
their current order-entry and inventory
management system, regardless of whether
they were a former Bergen or former
AmeriSource customer. AmerisourceBergen

associates will build the software to

maximize

connect existing systems. The result:

no disruptions to our customers.

The Company is also helping pharmacies
improve efficiencies and lower costs
through unique programs that also
address the growing pharmacist shortage.
A central fill system allows pharmacies
to send prescriptions to a central location
where refills and less time-sensitive
prescriptions are filled. And, Autonomics™,
a centralized prescription processing
program, allows pharmacists to send
prescriptions electronically to a central
location where adjudication and consultation
takes place. The prescription is then
electronically returned ready to be filled.

Maximizing efficiencies in every
part of the pharmaceutical supply chain
is a key element in building shareholder

value at AmerisourceBergen.



~Our highly efficient distribution centers are at the heart
of our business, with fast and accurate deliveries.



A cornerstone of AmerisourceBergen’s growth strategy is to stay centered on adding value

to the pharmaceutical supply chain, where it is the leader in distribution, services and solutions.

The Marketplace

The $160 billion pharmaceutical market is projected to grow at a compound annual growth rate
of nearly 14% over the next five years, according to IMS Health, an industry data group. Powering
this growth is the more than $57 billion invested by drug companies in research and development
of new pharmaceuticals, and favorable demographics. The number of Americans over 65 years

of age, the group that purchases two-thirds of total healthcare expenditures, is accelerating.

Pharmaceutical Services

AmerisourceBergen is the largest distributor of pharmaceutical products, services and solutions
in the United States. It buys pharmaceuticals from manufacturers, warehouses them, and then
distributes them, along with value-added services to both retail and institutional pharmacies

nationwide. AmerisourceBergen is the market leader in the acute care hospital and alternate care

maximize
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markets, and it services more independent community pharmacies than anybody else in the U.S.
It is also the distribution leader in regional drug and food-combo chain stores and the mail
order pharmacy market.

AmerisourceBergen Specialty Group (ABSG) is the Company’s fast-growing specialty
distribution business, which provides products to doctors and clinics based on disease type.
With annual revenue approaching $2 billion, ABSG is the second leading pharmaceutical services
provider to oncologists, and a leader in the distribution of blood plasma and in the vaccine market.
ABSG also provides inventory management and distribution services to bio-tech pharmaceutical
manufacturers, and will play a major role in AmerisourceBergen’s future growth.

Farther along the supply chain, PharMerica is the second largest provider of pharmacy
services to the long-term care and alternate care markets. It also has a rapidly growing business
providing an array of pharmacy services to the workers” compensation marketplace, where
PharMerica is the leader.

AmerisourceBergen builds value by staying focused up and down the pharmaceutical

supply chain.
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AmerisourceBergen

has a significant
presence in distribution
to the fast-growing mail
order pharmacy market.

PharMerica, the
Company’s institutional
pharmacy business, holds
a strong #2 position

in its marketplace with
over 130 pharmacies,
primarily servicing
long-term care facilities.
It is also a leader in
workers” compensation
fulfillment.

Pharmaceutical
Distribution
FY 2001

53% [R3F

Institutional
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AmerisourceBergen views customer
service as a competitive advantage and
a means of differentiating itself in the
marketplace. The Company believes
healthcare delivery is local and provides
its local management with great
autonomy to resolve customer problems.

AmerisourceBergen Drug Company
(ABDC) is organized into seven regions
with each of the functions that touch
the customer — sales, accounts receivable,
invoicing, unique product stocking, and
customer service — controlled at the
regional and distribution center level.

ABDC also fields the largest and best

sales force in the industry. With more

than 500 sales associates, the Company
expects to redefine customer service
in the industry.

National account managers work with
regional and national customers to provide
a central point of contact, while continuing
to get the quick-response time essential
at the local level. All accounts, including
large accounts such as the Veterans
Administration, Longs Drugs, Duane Reade
drugstore chain, Raley’s, Publix Super
Markets, AdvancePCS, and May’s Drug
Stores, benefit from AmerisourceBergen’s

highly regarded customer service.

Value-added Services
Customer service also means an
array of value-added services which help

customers improve their businesses and

Longs Drugs, Familymeds
Pharmacies, Raley’s,
Pathmark and Publix
represent some of

the regional drugstore
and food-combo
pharmacy market where
AmerisourceBergen

is the leader.

The Veterans
Administration,
AmerisourceBergen’s
largest customer, expects
its pharmaceutical
usage to continue

customer service.

to grow faster than
the overall acute care
market, as more
veterans enter its
healthcare system.

Pro Forma
Revenue —
Excluding Bulk
Shipments
($ in Billions)

BBC
ABC Pro Forma

$34.6

$30.3
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$34.6 billion
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increase efficiencies. Customers can
choose from Internet-based ordering and
inventory management programs iECHO™
or iBergen™ to instantly order or review
their accounts. Hospital programs provided
by Pharmacy Healthcare Solutions™ help
reduce errors and increase the efficiencies
of hospital pharmacies.

Independent community pharmacies
can take advantage of either Good
Neighbor Pharmacy® or Family Pharmacy®,
two branded pharmacy programs that
offer group purchasing, advertising and
private label products. HBC Source
provides competitively priced
over-the-counter and health and beauty
aid products.

A generic purchasing program for
independent pharmacies and chain drug-
stores capitalizes on AmerisourceBergen'’s
position as the number one buyer of
generic pharmaceuticals in the U.S.
Customers entrust AmerisourceBergen
to make the generic product selection
based upon generic value.

Rita Ann, AmerisourceBergen’s
cosmetic distribution business, adds
a full line of cosmetics, cosmetic
accessories, sundries and hosiery
from more than 200 manufacturers.

American Health Packaging®
provides oral, solid medications for
nearly any need in virtually all settings
of patient care.

The result: Several studies by
independent groups in 2001 rated former
AmeriSource number one in customer
service among national distributors,

with former Bergen Brunswig close behind.



Our six new distribution
centers will be highly
automated and the
most efficient in the
industry, with average
planned annualized
revenue of each
approaching $2 billion.

As the largest
purchaser of generic
pharmaceuticals in the
U.S., AmerisourceBergen
is well positioned

to take advantage of
the generic sales which
will result from the
expiration of patents
on $35 billion in branded
pharmaceutical sales

in the next five years.

B With sales approaching

$2 billion and growth
greater than the

base pharmaceutical
distribution business,
the AmerisourceBergen
Specialty Group is

a leader in specialty
distribution focusing
on oncology, blood
plasma and vaccines.

AmerisourceBergen will continue to grow through innovative solutions designed to maximize
the efficiency and effectiveness of the pharmaceutical supply chain.

The Company will work with suppliers to improve their businesses with better inventory control
and product delivery. AmerisourceBergen already aids pharmaceutical manufacturers in delivering
marketing and sales programs that get new pharmaceuticals to market as soon as 48 hours after
approval by the Food and Drug Administration. The Company’s new scale offers other opportunities
to streamline inventory management such as taking complete production lots from suppliers.

Already the largest purchaser of generic pharmaceuticals in the United States,
AmerisourceBergen currently provides generic purchasing programs that allow more than 4,000
retail outlets to receive the best overall pricing and service in this rapidly growing pharmaceutical
area. In the future, the Company hopes to work closely with generic manufacturers to help
further streamline the channel with ideas such as repackaging and generic marketing.

American Health Packaging provides repackaging services for suppliers and customers

alike. From packets for automated hospital dispensing machinery, to blister packs of dosages,

maximize the supply

Our low-cost, expanding service




to unit-of-use packaging, American Health Packaging expects to expand its services, providing
increased cost-savings throughout the pharmaceutical channel.

Specialty distribution of pharmaceuticals that require particular handling and distribution
is another area where AmerisourceBergen expects to expand its services. As new bio-tech drugs
target specific diseases like rheumatoid arthritis, they will need the kind of physician-oriented
delivery system AmerisourceBergen Specialty Group can provide.

Along the pharmaceutical supply chain the Company will explore incremental acquisitions,
in areas such as specialty distribution and packaging, to improve its ability to provide more
value-added services throughout the channel. These acquisitions will be focused on pharmaceutical
services, will be non-dilutive, will meet our 20% ROCC hurdle, and will be relatively small.

AmerisourceBergen will continue to help healthcare providers realize all the potential
the future holds. Our ultimate goal is the same: better care for longer and healthier lives.

This centered, in-depth approach to growth will allow AmerisourceBergen to continue to build

shareholder value over time.
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associates have the freedom to make a difference when it matters most. Earlier this year,
our Salt Lake City distribution center received an emergency order from a customer for

a patient who was leaving town the next day. Mary Anne Rogers, an AmerisourceBergen

Customer Service Supervisor, had the dru
patient’s destination so there would bej do break in the patient’s regimen. In July,
a flash flood wiped out an Amerisourc ergen customer’s store in Mullens, West
Virginia. Bill Brillhart, then Vic resident and General Manager of the
Lynchburg, Virginia, distributio enter, traveled along with two
other associates to Mullens three days helping remove
two feet of mud from the pharmacy. Then there was the day that none of us will ever
forget. On September 11, Jamie Rockefeller, an AmerisourceBergen Key Account Manager,
was in lower Manhattan following the attacks on the World Trade Center. Jamie bought
a pair of sneakers and made his way to each of our customers in the impacted area, both
hospitals and pharmacies, making sure they had the supplies to respond to the crisis,
and making arrangements for new shipments to get into the secured city. As the depth
of the tragedy unfolded over the weeks that followed, AmerisourceBergen associates
responded generously by giving about $300,000 in individual contributions to the
Red Cross September 11th Fund. That amount was matched by the Company, and also
matched by an anonymous donor, bringing the total contribution to approximately

$1 million. We are proud of all of our associates who go to work every day keeping the

pharmaceutical supply chain moving and helping people live longer, healthier lives.



AmerisourceBergen Corporation 2001

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 $35
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 2). Under the purchase method of
accounting, the estimated cost of approximately $2.4 billion to
acquire Bergen, including transaction costs, was allocated to its
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 pharma-
ceutical 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.

The accompanying historical consolidated statements of
operations and statements of cash flows for fiscal 2000 and fiscal
1999 and the consolidated balance sheet as of September 30,
2000, reflect only the results of AmeriSource, as predecessor to
the Company. As a result, the Company’s historical operating
results and cash flows for fiscal 2000 and fiscal 1999 and the
Company’s financial position as of September 30, 2000 are not
comparable to fiscal 2001 because of the Merger. Fiscal 2001
results include a full year of AmeriSource and approximately one
month of Bergen’s results. Accordingly, in order to enhance compa-
rability, the following discussion of results of operations includes

pro forma revenue information. For purposes of this discussion,
pro forma refers to the combined results of AmeriSource and
Bergen in each respective fiscal year.

Results of Operations
Year ended September 30, 2001 compared with
Year ended September 30, 2000

Consolidated Results

Operating revenue, which excludes bulk deliveries, for the
fiscal year ended September 30, 2001 increased 36% to $15.8
billion from $11.6 billion in the prior fiscal year primarily due to
increased operating revenue in the Pharmaceutical Distribution
segment. Excluding the revenue impact from the Merger, operating
revenue increased 20% for the full fiscal year. On a pro forma
combined basis operating revenue increased 14% versus the
prior year.

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 $368.7 million in fiscal
2001 from $35.0 million in fiscal 2000. Excluding the impact from
the Merger, bulk deliveries would have decreased to $1.1 million
for fiscal 2001. On a pro forma combined basis revenue from bulk
deliveries of $4.5 billion in fiscal 2001 increased 7% versus the
prior year. Due to the insignificant service fees generated from
these bulk deliveries, fluctuations in volume have no significant
impact on operating margins.

Gross profit of $700.1 million in fiscal 2001 increased by
35% as compared to the prior year. As a percentage of operating
revenue, the gross profit in fiscal 2001 was 4.42% as compared
to 4.48% in the prior year. The decline in gross profit percentage
was primarily the result of a 29 basis point decrease in the
Pharmaceutical Distribution segment, which was offset, in part, by
the impact of the inclusion of one month of PharMerica’s results.
PharMerica, due to the nature of its prescription fulfillment busi-
ness, has significantly higher gross margins and operating expense
ratios than the Company’s Pharmaceutical Distribution segment.
Excluding the impact of the Merger, gross profit increased 12% for
the full fiscal year, and as a percentage of operating revenue was
4.16% in fiscal 2001 as compared to 4.48% in the prior year.

Distribution, selling and administrative expenses, deprecia-
tion and amortization increased by $100.9 million or 32% in fiscal
2001 as compared to the prior year, and decreased as a percentage
of operating revenue to 2.65% in fiscal 2001 from 2.74% in fiscal
2000 due to a 29 basis point decrease in the Pharmaceutical
Distribution segment ratio offset in part by the inclusion of one
month of PharMerica results. Excluding the impact of the Merger,
distribution, selling and administrative expenses, and depreciation
and amortization increased 7% for the full fiscal year, and
decreased as a percentage of operating revenue to 2.44% in
fiscal 2001 from 2.74% in fiscal 2000.

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 at the
end of the third year following the Merger. The Company intends to
reduce the number of distribution facilities from 51 at September
30, 2001, to approximately 30 over the next three to four years
and has announced plans to close seven facilities in fiscal 2002.
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A charge of $10.9 million was recognized in the fourth quarter of
fiscal 2001 related to these plans, and included $6.2 million of
severance for approximately 260 warehouse and administrative
personnel to be terminated, $2.3 million in lease cancellations,
and $2.4 million in the write-down of assets related to the facili-
ties to be closed. Accrued expenses of $7.1 million related to
this charge are included in the consolidated balance sheet at
September 30, 2001. Additional shut-down charges 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 its acquisition of Bergen, the Company
incurred merger costs of $13.1 million in fiscal 2001, consisting
primarily of consulting fees of $5.6 million and a $6.5 million
charge for the accelerated vesting of AmeriSource stock options.
Additional merger costs, including merger 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 in fiscal 2002.

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. During fiscal 2001, environmental
reserves of $2.7 million were reversed into income based on a new
engineering analysis prepared by outside consultants that was
completed in September 2001. The remaining liability of $1.0
million at September 30, 2001, is reflected in other liabilities in
the accompanying consolidated balance sheet. This accrued liabili-
ty 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.

During fiscal 2000, severance accruals of $1.1 million relating
to the fiscal 1999 facility consolidation and 1998 restructuring
efforts were reversed into income after employees expected to be
severed either left the Company before receiving their benefits or
were retained in other positions within the Company.

Operating income of $259.4 million for the year ended
September 30, 2001 increased by 28% from the prior year.
Excluding the facility consolidations and employee severance
charge, the merger costs and the environmental remediation credit
(“special items”) in both years described above and the impact of
the Merger in fiscal 2001, the increase in operating income was
19% and the Company’s operating margin was 1.72% in fiscal 2001
as compared to 1.73% in fiscal 2000.

Equity in losses of affiliates and other were $10.9 million in
fiscal 2001 and $0.6 million in fiscal 2000. These results primarily
reflect the full-year impact of the Company’s equity investment in
HealthNexis, LLC that was accounted for on the equity method and
the write-down of the Company’s investment in a technology
company. HealthNexis, LLC subsequently merged with the Global
Health Exchange in November 2001.

Interest expense of $45.7 million in fiscal 2001 represents
an increase of 9% compared to the prior year. Excluding the impact
of the Merger, interest expense in fiscal 2001 decreased 11%
compared to the prior-year period. This decrease reflects the
positive impact of $300.0 million of 5% fixed-rate convertible
notes issued by the Company in December of 2000 and a decrease
of approximately 50 basis points in average borrowing rates under

the Company’s variable-rate debt facilities, which more than offset
the increase in average levels of debt. Excluding the impact of

the Merger and the related refinancings described below, average
borrowings during the year ended September 30, 2001 were

$614 million as compared to average borrowings of $612 million

in the prior year.

Income tax expense of $77.7 million in fiscal 2001 reflected
an effective tax rate of 38.3% versus 38.0% in the prior fiscal
year. This slight increase in the effective rate reflects the inclusion
of one month of Bergen'’s operating results. The Company expects
the effective tax rate to be between 39% and 40% in fiscal 2002
as a result of the Merger.

Net income of $123.8 million represents an increase of 25%
over the prior year. Excluding special items in both years, adjusted
net income of $137.0 million increased 39% compared to the prior
fiscal year. Diluted earnings per share increased 11% to $2.10 per
share as compared to $1.90 per share in the prior year. Diluted
earnings per share excluding special items increased 22% to
$2.31 per share as compared to $1.89 per share in the prior year.
Diluted earnings per share for fiscal 2001 includes the impact of
the shares issued to effect the Merger and the shares assumed
issued under the 5% convertible subordinated notes.

Segment Information

Pharmaceutical Distribution Segment

Operating revenue for the Pharmaceutical Distribution
segment for the fiscal year ended September 30, 2001 increased
36% to $15.8 billion from $11.6 billion in the prior fiscal year.
Excluding the impact of the Merger, operating revenue increased
20%. During the year ended September 30, 2001, 53% of operating
revenue was from sales to institutional customers and the remain-
ing 47% was from retail customers. In fiscal 2000, the customer
mix was 51% institutional and 49% retail. During the year ended
September 30, 2001, sales to institutional customers increased
42% and sales to retail customers increased 29%. Excluding the
impact of the Merger, institutional operating revenue increased
26% and retail operating revenue increased 14%. The increase in
institutional operating revenue was primarily due to revenue
growth with the Novation group purchasing organization (“GP0")
and the Veterans Administration as well as significant increases in
the alternate site customer group. During calendar 2000, members
of the Novation GPO went through a distributor selection process
and, as a result, the Company added over $500 million in annual-
ized operating revenue in fiscal 2001. Operating revenue from the
Veterans Administration accounted for approximately 30% of total
institutional operating revenue. Alternate site sales increased
54% during fiscal 2001 due to the full-year impact of a mail order
customer added in the third quarter of the prior year which
accounted for 20% of the increase. In addition, numerous new
alternate site accounts were added during the year. The increase
in retail operating revenue was consistent with overall industry
growth rates. Future operating revenue growth may be impacted
by customer consolidation and competition within the industry,
as well as industry growth rates.

In the Pharmaceutical Distribution segment, gross profit of
$660.4 million in fiscal 2001 increased by 27% as compared to the
prior year. As a percentage of operating revenue, the gross profit
in fiscal 2001 was 4.19% as compared to 4.48% in the prior year.
The year-to-year decline reflects the net impact of a number of
factors including the change in customer mix to a higher level of
larger institutional, mail order and chain accounts, and the contin-
uing 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 nego-
tiated deals, will be available in the future to fully or partially
offset the anticipated decline. Gross profit was adversely impacted
in fiscal 2001 by a $5.6 million write down of inventory, primarily
related to the Company’s decision to exit the designer fragrance
business at its cosmetic distribution subsidiary.

Total operating expenses, excluding special items, increased
21% in the Pharmaceutical Distribution segment to $386.2 million,
primarily the result of the Merger. As a percentage of operating
revenue, operating expenses decreased to 2.45% in fiscal 2001
from 2.74% in the prior year. This decrease reflects 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.

Total operating income before special items increased 36% in
the Pharmaceutical Distribution segment to $274.2 million. As a
percentage of operating revenue, operating income before special
items was 1.74% in fiscal 2001 and 1.73% in the prior year, reflect-
ing the net effect of the decline in gross margins offset by the
reduction in operating expenses discussed above. While manage-
ment 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 reduc-
tions 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 its operating revenue of $116.7 million and operating
income of $6.5 million for the year ended September 30, 2001
reflects approximately one month of operating results. On a pro
forma basis, PharMerica’s fiscal 2001 operating revenue increased
6% to $1.35 billion from $1.27 billion in the prior year.

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.

Year ended September 30, 2000 compared with Year
ended September 30, 1999

Operating revenue for the fiscal year ended September 30,
2000 increased 19% to $11.6 billion from $9.8 billion in the prior
fiscal year. During the fiscal year ended September 30, 2000, sales
to health systems increased 22%, sales to alternate site facilities
increased 59%, sales to independent drugstore customers
increased 11% and sales to the chain drugstore customer group
increased 12% compared to the prior year. During the year ended
September 30, 2000, sales to health systems and alternate site
facilities accounted for 51% of total operating revenue, while sales
to independent community pharmacies accounted for 37% and
sales to chain drugstores accounted for 12% of the total. The
increase in health systems revenue was primarily due to 37%
revenue growth with the Veterans Administration, which accounted
for 19% and 17% of the total operating revenue for the fiscal years
ended September 30, 2000 and 1999, respectively. The balance
of the health systems growth was due to growth from existing
relationships with group purchasing organizations. Several new
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alternate site customers were added as a result of the Company’s
sales reorganization in the prior year, which created a national

and regional alternate site sales force. Approximately 15% of the

alternate site revenue growth was from a new contract with a mail

order facility, which started in the third quarter of fiscal 2000. The
increase in independent community pharmacy and chain drugstore

revenue was consistent with overall industry growth.

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. Bulk deliveries
decreased 26% to $35.0 million in fiscal 2000 compared to fiscal
1999. Due to the insignificant service fees generated from these
bulk deliveries, fluctuations in volume have no significant impact
on operating margins.

Gross profit of $519.6 million in fiscal 2000 increased by
10% as compared to the prior year due primarily to the increase
in operating revenue. As a percentage of operating revenue, the
gross profit in fiscal 2000 was 4.48% as compared to 4.85% in
the prior-year period. The decline in gross profit percentage was
primarily due to changes in the customer mix, which included more
lower-margin health systems business than in the prior year, and
price competition within the pharmaceutical distribution industry.

Distribution, selling and administrative expenses, and
depreciation and amortization increased by $19.4 million or 6%
in fiscal 2000 as compared to the prior year, and decreased as a
percentage of operating revenue to 2.73% in fiscal 2000 from
3.04% in fiscal 1999. This improvement reflects the changing
customer mix to more health systems business, including the
Veterans Administration, which is lower gross margin business,
but requires lower operating expense as a percentage of revenue
to service. The improvement also reflects warehouse efficiencies
and cost reductions related to the Company’s fiscal 1998 and
1999 restructuring efforts. These factors were offset in part by
an increase in the bad debt provision to $10.3 million for fiscal
2000 compared to a $7.0 million provision in the prior year. The
bad debt increase was primarily due to certain customer business
failures during the year.

In fiscal 1999, the Company acquired C.D. Smith Healthcare,
Inc. During fiscal 2000, the Company closed C.D. Smith’s Chicago,
Illinois pharmaceutical distribution facility and completed the
consolidation of C.D. Smith’s pharmaceutical packaging business.
In addition, the Company completed the conversion of the remain-
ing two C.D. Smith facilities to a centralized system for data
processing and other administrative services. A charge of $12.8
million was recognized in the fourth quarter of fiscal 1999 related
to these efforts, which included a $7.2 million write-down of good-
will and fixed assets related to the Chicago facility, $3.5 million of
contract and lease cancellations and other costs primarily relating
to the expected termination of a noncancelable supply contract,
and $2.1 million of severance for approximately 90 warehouse and
administrative personnel to be terminated as a result of the facility
consolidation and centralization. As of September 30, 2000, all of
the restructuring efforts were completed except for the final reso-
lution of the noncancelable supply contract which was settled in
November 2000. Severance accruals of $0.5 million related to the
fiscal 1999 charge were reversed into income during the third
quarter of fiscal 2000 primarily related to the decision to retain
a manager previously anticipated to be terminated.

In the fourth quarter of fiscal 1998, the Company began to
centralize its data processing, accounting, contract administration
and purchasing functions, reorganize its pharmaceutical distribution
facilities into five regions, and consolidate two pharmaceutical
distribution facilities. A charge of $8.3 million was recognized in
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the fourth quarter of fiscal 1998 related to these efforts and
included severance of $3.3 million for approximately 350
administrative and warehouse personnel and asset write-downs
and lease cancellation costs of $5.0 million. As of September 30,
2000, all of the Company’s pharmaceutical distribution facilities
were converted to the centralized system and substantially all of
the 350 positions have been eliminated. In the third quarter of
fiscal 2000, the Company reversed restructuring accruals related to
the fiscal 1998 charge of approximately $0.6 million representing
severance not paid to employees because they either left the
Company before receiving their benefits or took other positions
within the Company. This $0.6 million reversal, combined with the
$0.5 million reversal of the fiscal 1999 charge described above, is
included in the facility consolidations and employee severance line
in the Company’s statement of operations. In fiscal 1999, the
Company reversed $1.1 million of cost originally accrued during
fiscal 1997 for facility consolidations and employee severance

due to $0.8 million of proceeds in excess of estimates for
disposed assets and $0.3 million of severance settled for less

than original estimates.

Operating income of $202.1 million in the year ended
September 30, 2000 increased by 27% from the prior year in part
because of the $1.1 million restructuring charge reversal in fiscal
2000 as compared to the $14.9 million in facility consolidations,
employee severance and merger costs in fiscal 1999. Excluding
these items in both years, the increase in operating income was
15% and the Company’s operating margin was 1.73% in fiscal
2000 as compared to 1.78% in fiscal 1999. The decrease is due
to the reduction in gross margin described above offset in part

by the decrease in distribution, selling and administrative
expenses, and depreciation and amortization as a percentage
of operating revenue.

Interest expense of $41.9 million in fiscal 2000 represents an
increase of 6% compared to the prior year. The increase from the
prior-year expense reflects higher interest rates offset in part by
lower average levels of debt and lower borrowing spreads. The
increase in average market interest rates during fiscal 2000 was
approximately 106 basis points compared to fiscal 1999. Average
borrowings during the year ended September 30, 2000 were $612
million as compared to average borrowings of $625 million in the
prior fiscal year.

Income tax expense of $60.7 million in fiscal 2000 reflected
an effective tax rate of 38.0% versus 40.6% in the prior fiscal
year. The reduction in the effective rate was primarily due to the
effect of the nondeductible goodwill write-down and merger costs
which occurred in fiscal 1999.

Income before extraordinary items of $99.0 million represents
an increase of 40% over the prior year. Excluding facility consoli-
dation and employee severance and merger costs in both years,
income before extraordinary items of $98.3 million increased
19% compared to the prior fiscal year. Diluted earnings per share
increased 45% from the prior year to $1.90 per share as compared
to $1.31 per share in the prior year.

Liquidity and Capital Resources

The following table illustrates the Company’s debt structure
at September 30, 2001, including availability under revolving
credit agreements and receivable securitization facilities.

Outstanding
Balance Availability

Fixed-Rate Debt:
New financings in fiscal 2001
84% senior notes due 2008 $ 500,000 $ -
AmeriSource 5% convertible subordinated notes due 2007 300,000 —
Assumed in Merger
Bergen 7%% senior notes due 2003 151,832 —
Bergen 7%% senior notes due 2005 99,668 —
PharMerica 8%% senior subordinated notes due 2008 124,719 —
Bergen 7% convertible subordinated debentures due 2006 20,609 —
Bergen 6%% exchangeable subordinated debentures due 2011 8,425 —
Variable-Rate Debt:
New financings in fiscal 2001
Revolving credit facility - 936,875
Term loan facility 300,000 —
Existing pre-fiscal 2001
AmeriSource receivables securitization financing due 2004 22,000 378,000
Assumed in Merger
Bergen receivables securitization financing due 2005 15,000 435,000
Blanco revolving credit facility 55,000 —
Other 2,510 —

Total long-term debt, including current portion $1,599,763 $1,749,875




In connection with the Merger, the Company issued $500
million of 8%% senior notes due 2008 (the “8%% Notes “) and
entered into a $1.3 billion senior secured credit facility (the
“Senior Credit Agreement”) with a syndicate of senior lenders.
Proceeds from these facilities were used to: replace existing
AmeriSource and Bergen revolving credit facilities; pay certain
merger transaction fees and fees associated with the financings;
redeem $184.6 million of PharMerica 8%% senior subordinated
notes due 2008 via a tender offer; and meet general corporate
purposes. In addition, the Company assumed $405.3 million of
fixed debt detailed above. During November 2001, the Company
redeemed $20.5 million of the Bergen 7% convertible subordinated
debentures due 2006 pursuant to a tender offer required as a
result of the Merger.

The 8%% Notes pay interest semiannually in arrears and
rank junior to the new credit facility. The 8%% Notes are
redeemable at the Company’s option at any time before maturity
at a redemption price equal to 101% of the principal amount
thereof plus accrued and unpaid interest and liquidated damages,
if any, to the date of redemption and, under some circumstances,
a redemption premium.

The Senior Credit Agreement consists of a $1.0 billion revolv-
ing 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 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
($63.1 million at September 30, 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
customary covenants and restrictions as described in Note 4 to the
consolidated financial statements. The Company can choose to
repay or reduce its commitments under the Senior Credit Facility
at any time.

In connection with the issuance of the 8%% Notes and the
Senior Credit Agreement, the Company incurred approximately
$23.0 million of costs which were deferred and are being amortized
over the term of the respective issues.

In December 2000, the Company issued $300.0 million of 5%
convertible subordinated notes due December 1, 2007. The notes
have an annual interest rate of 5%, payable semiannually, and are
convertible into common stock of the Company at $52.97 per share
at any time before their maturity or their prior redemption or
repurchase by the Company. On or after December 3, 2004, the
Company has the option to redeem all or a portion of the notes
that have not been previously converted. Net proceeds from the
notes of approximately $290.6 million were used to repay existing
borrowings, and for working capital and other general corporate
purposes. In connection with the issuance of the notes, the
Company incurred approximately $9.4 million of financing fees
which were deferred and are being amortized over the seven-year
term of the notes.

At September 30, 2001, borrowings under the AmeriSource
$400 million receivables securitization financing were $22.0
million. The facility has an expiration date of May 2004 and
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interest rates are based on prevailing market rates for short-term
commercial paper plus a program fee of 38.5 basis points. In addi-
tion, in connection with the Merger, the Company assumed the
$450 million Bergen securitization financing. This 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 facility to $600 million through June
2002. 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 inter-
est 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 Trust paid quarterly cash distribu-
tions of $5.9 million in September 2001. 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, under certain conditions, may cause the Trust
to defer the payment of distributions for successive periods of up
to 20 consecutive quarters. During such periods, accrued distribu-
tions on the Trust Preferred Securities will compound quarterly at
an annual rate of 7.80%. Also during such periods, the Company
may not declare or pay distributions on its capital stock; may not
redeem, purchase or make a liquidation payment on any of its
capital stock; and may not make interest, principal or premium
payments on, or repurchase or redeem, any of its debt securities
that rank equal with or junior to the Subordinated Notes.

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 September 30,
2001, the Company had approximately $1.2 billion of fixed-rate
debt with a weighted average interest rate of 7.2% and $392
million of variable-rate debt with a weighted average interest rate
of 4.9%. 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 September 30, 2001. For every
$100 million of unhedged variable-rate debt outstanding, a 49
basis-point increase in interest rates would increase the Company’s
annual interest expense by $.49 million.



2001 AmerisourceBergen Corporation

The Company’s operating results have generated sufficient
cash flow which, together with borrowings under its debt agree-
ments 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 integration initiatives
and fund capital expenditures and routine growth and expansion
through new business opportunities. Future cash flows from opera-
tions and borrowings are expected to be sufficient to fund the
Company’s ongoing cash requirements.

During the year ended September 30, 2001, the Company’s
operating activities used $40.0 million in cash as compared to
$216.6 million cash generated in fiscal 2000. Cash used in
operations in fiscal 2001 resulted from increases of $726.1 million
in merchandise inventories and $151.6 million in accounts receiv-
able partially offset by an increase in accounts payable, accrued
expenses and income taxes of $619.2 million. The increase in
merchandise inventories reflected necessary inventories to
support the strong revenue increase, and inventory purchased to
take advantage of buy-side gross profit margin opportunities
including manufacturer price increases and negotiated deals.
Additionally, inventories at September 30, 2001 included safety
stock purchased due to uncertainties regarding possible increased
customer demands or disruptions in the supply stream as the result
of the terrorist events of September 11, 2001. The increase in
accounts payable, accrued expenses and income taxes of $619.2
million was reduced by merger-related payments of approximately
$58.8 million, primarily executive compensation payments made in
August 2001.

During the year ended September 30, 2000, the Company’s
operating activities generated $216.6 million in cash as compared
to $3.0 million generated in fiscal 1999. Cash generation from
operations in fiscal 2000 resulted from an increase of $416.0
million in accounts payable, accrued expenses and income taxes
offset by increases in accounts receivable of $23.8 million and
merchandise inventories of $327.4 million. The increase in
accounts payable, accrued expenses and income taxes in excess
of the increase in merchandise inventories was due to a 4%
increase in days payable outstanding during the year due to the
centralization of accounts payable processing and the timing of
vendor purchases. Accounts receivable (net) increased only 2%
despite the 19% revenue increase due to the change in customer
mix to quicker paying health systems customers and the
collection of a disputed receivable. Merchandise inventories
increased 26% reflecting the changes in customer mix and to
support anticipated new customer contracts, including additional
business with the Novation group purchasing organization, and
seasonal buying opportunities.

During the year ended September 30, 1999, the Company’s
operating activities generated $3.0 million in cash. Cash genera-
tion from operations in fiscal 1999 was impacted by an increase
in accounts receivable of $111.7 million primarily due to the 15%
growth in operating revenue in the fourth quarter of fiscal 1999
as compared to the similar period in the prior year as well as the
$289.1 million increase in merchandise inventories which was
offset in part by the $246.3 increase in accounts payable, accrued
expenses and income taxes. Merchandise inventories increased
to support new customer contracts, provide for seasonal
buying opportunities and provide for year 2000 supply concerns.
A decrease in restricted cash of $41.8 million in fiscal 1999 due to
the extinguishment of the Company’s prior receivables securitiza-
tion facility also offset the increase in receivables and inventories.

The Company paid a total of $2.9 million, $3.6 million and
$5.2 million of severance, contract, and lease cancellation and
other costs in fiscal 2001, 2000 and 1999, respectively, related to
its fiscal 2001, 1999, 1998 and 1997 cost reduction plans discussed
above. Severance accruals of $5.1 million and remaining contract
and lease obligations of $2.0 million at September 30, 2001 are
included in accrued expenses and other in the consolidated
balance sheet.

Capital expenditures for the years ended September 30, 2001,
2000 and 1999 were $23.4 million, $16.6 million and $15.8 million,
respectively, and relate principally to investments in warehouse
improvements, information technology and warehouse automation.
Capital expenditures of approximately $85 million to $95 million
reflecting a full year of the merged company are expected in
fiscal 2002.

During fiscal 2001, the Company sold the net assets of one
of its specialty products distribution facilities for approximately
$13.0 million.

The Company currently intends to pay quarterly dividends on
its Common Stock of $0.025 per share. The first 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.

During fiscal 2000, the Company and three other healthcare
distributors formed an Internet-based company that is an inde-
pendent, commercially neutral healthcare product information
exchange focused on streamlining the process involved in identify-
ing, purchasing and distributing healthcare products and services.
The Company contributed $6.5 million and $3.7 million to the joint
venture in fiscal 2001 and 2000, respectively, and its ownership
interest of approximately 22% is accounted for under the equity
method. This entity merged in November 2001 with the Global
Health Exchange, a similar venture, and the Company’s ongoing
ownership interest in the Global Health Exchange is 4%.

Cash provided by financing activities in fiscal 2001 primarily
represents the net effect of borrowings to fund working capital
requirements, the refinancing and merger costs described above.
In fiscal 2000, cash used by financing activities represented net
repayments of the Company’s revolving credit facility from cash
provided by operations. Cash provided by financing activities
during fiscal 1999 represents borrowings under the Company’s
revolving credit and receivable securitization facilities primarily
to fund its working capital requirements. In connection with its
acquisition of C.D. Smith in fiscal 1999, the Company extinguished
approximately $78 million of C.D. Smith’s long-term debt with
borrowings under its revolving credit facility.

Recently-Issued Financial Accounting Standards

In June 2001, the Financial Accounting Standards Board
(“FASB”) issued SFAS No. 141, “Business Combinations,” and SFAS
No. 142, “Goodwill and Other Intangible Assets.” 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. SFAS No. 142
provides that goodwill and intangible assets with indefinite lives
will not be amortized, but rather will be tested for impairment on
at least an annual basis. In accordance with the transition provi-
sions of SFAS No. 142, the Company did not amortize goodwill
arising from the Merger in fiscal 2001. The Company will fully
adopt SFAS No. 142 on October 1, 2001, at which time it will no
longer amortize its other goodwill balances (such amortization



expense amounted to approximately $1.5 million in fiscal 2001).
The Company will complete its initial impairment testing of
goodwill by March 31, 2002, as required by SFAS No. 142, and has
not yet determined what the effect of these tests will be on the
earnings and financial position of the Company.

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 discon-
tinued 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 manufactur-
ers’ 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.
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Consolidated Balance Sheets
(in thousands, except share and per share data)

September 30, m 2000
Assets
Current assets:
Cash and cash equivalents $ 297,626 $ 120,818
Accounts receivable, less allowance for doubtful accounts:

2001 — $188,586; 2000 — $34,506 2,142,663 623,961
Merchandise inventories 5,056,257 1,570,504
Prepaid expenses and other 15,956 5,336

Total current assets 7,512,502 2,320,619

Property and equipment, at cost:
Land 25,177 3,832
Buildings and improvements 166,130 37,478
Machinery, equipment and other 186,889 99,456

Total property and equipment 378,196 140,766
Less accumulated depreciation 88,627 75,804

Property and equipment, net 289,569 64,962

Other assets:
Goodwill 2,125,258 41,867
Deferred income taxes 22,326 —
Intangibles, deferred charges and other 341,590 31,119
Total other assets 2,489,174 72,986
Total Assets $10,291,245 $2,458,567
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable $ 4,991,884 $1,584,133
Accrued expenses and other 361,599 49,398
Accrued income taxes 16,655 12,284
Deferred income taxes 162,315 105,654
Total current liabilities 5,532,453 1,751,469
Long-term debt, net of current portion 1,597,295 413,217
Other liabilities 48,317 11,587
Company-obligated mandatorily redeemable preferred securities of
subsidiary trust holding solely debt securities of the Company 274,616 —
Stockholders’ equity:
Common stock, $.01 par value:

Common stock (voting): issued and outstanding 2001 — 103,534,519 shares 1,035 —

Class A (voting): issued 2000 — 52,660,813 shares — 527

Class B (nonvoting): issued 2000 — 5,908,445 shares — 59

Class C (nonvoting): issued 2000 — 161,978 shares - 2
Additional paid-in capital 2,709,687 283,544
Retained earnings 128,178 4,382
Accumulated other comprehensive loss (336) -
Treasury shares, at cost:

2000: Class A — 702,167 shares; Class B — 5,899,999 shares — (6,220)

Total stockholders’ equity 2,838,564 282,294

Total Liabilities and Stockholders’ Equity $10,291,245 $2,458,567

See notes to consolidated financial statements.
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Consolidated Statements of Operations

(in thousands, except per share data)

Fiscal year ended September 30, 2001 2000 1999

Operating revenue $15,822,635 $11,609,995 $9,760,083
Bulk deliveries to customer warehouses 368,718 35,026 47,280
Total revenue 16,191,353 11,645,021 9,807,363
Cost of goods sold 15,491,235 11,125,440 9,334,298
Gross profit 700,118 519,581 473,065
Operating expenses:
Distribution, selling and administrative 397,848 302,470 281,798
Depreciation 18,604 14,129 15,387
Amortization 2,985 1,980 1,986
Merger costs 13,109 — 3,162
Facility consolidations and employee severance 10,912 (1,123) 11,730
Environmental remediation (2,716) — —
Operating income 259,376 202,125 159,002
Equity in losses of affiliates and other 10,866 568 —
Interest expense 45,677 41,857 39,690
Income before taxes, distributions on preferred securities
of subsidiary trust and extraordinary items 202,833 159,700 119,312
Income taxes 77,731 60,686 48,397
Income before distributions on preferred securities of
subsidiary trust and extraordinary items 125,102 99,014 70,915
Distributions on preferred securities of subsidiary trust,
net of income tax benefit of $870 1,306 - —
Income before extraordinary items 123,796 99,014 70,915
Extraordinary items — early retirement of debt, net of income tax benefits — — 3,449
Net income $ 123,796 $ 99,014 $ 67466
Earnings per share — basic:
Income before extraordinary items $ 2.16 $ 1.92 $ 1.40
Extraordinary items — — (.07)
Net income $ 2.16 $ 1.92 $ 1.33
Earnings per share — diluted:
Income before extraordinary items $ 2.10 $ 1.90 $ 1.38
Extraordinary items — — (.07)
Net income $ 2.10 $ 1.90 $ 1.31
Weighted average common shares outstanding:
Basic 57,185 51,552 50,698
Diluted 62,807 52,020 51,683

See notes to consolidated financial statements.
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Consolidated Statements of Changes In Stockholders” Equity

(in thousands)

(Accumulated ~ Accumulated

Additional Deficit) Other ESOP
Common Paid-in Retained ~ Comprehensive Treasury Note
Stock Capital Earnings Loss Stock Receivable Total
September 30, 1998 $ 582 $ 244,556 $(162,098) $ — $(7353) $(332) $ 75,355
Net income 67,466 67,466
Exercise of stock options 5 8,901 75 8,981
Tax benefit from exercise
of stock options 4,058 4,058
Collections on ESOP note 146 146
Purchases of treasury stock (449) (449)
Exercise of common stock put warrant 10,262 458 10,720
Retirement of treasury stock 9) (1,040) 1,049 —
September 30, 1999 578 266,737  (94,632) - (6,220) (186) 166,277
Net income 99,014 99,014
Exercise of stock options 10 11,914 11,924
Tax benefit from exercise of stock options 4,893 4,893
Collections on ESOP note 186 186
September 30, 2000 588 283,544 4,382 - (6,220) - 282,294
Net income 123,796 123,796
Other comprehensive loss, net of tax (336) (336)
Total comprehensive income 123,460
Exercise of stock options 13 30,822 30,835
Tax benefit from exercise of stock options 14,448 14,448
Retirement of treasury shares (67) (6,153) 6,220 —
Issuance of stock to effect Merger 501 2,301,160 2,301,661
Assumption of stock options
in connection with Merger 78,251 78,251
Accelerated vesting of
AmeriSource stock options 7,546 7,546
Amortization of unearned compensation
from stock options 69 69
September 30, 2001 $1,035 $2,709,687 $128,178 $(336) $ - $ — $2,838,564

See notes to consolidated financial statements.



Consolidated Statements of Cash Flows
(in thousands)
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Fiscal year ended September 30, 2000 1999
Operating Activities
Net income $ 123,796 $ 99,014 $ 67466
Adjustments to reconcile net income to net cash (used in)
provided by operating activities:
Depreciation 18,604 14,129 15,387
Amortization, including debt-related amounts charged
to interest expense 6,110 3,291 4,457
Provision for loss on accounts receivable 21,105 10,274 6,956
Loss on disposal of property and equipment 183 66 320
Equity in losses of affiliates and other 10,866 568 —
Provision for deferred income taxes 24,334 25,824 11,283
Loss on early retirement of debt - — 3,557
Write-downs of assets 2,355 — 6,400
Employee stock compensation 7,546 — —
Changes in operating assets and liabilities, excluding
the effects of acquisitions and disposition:
Restricted cash — — 41,833
Accounts and notes receivable (151,602) (23,811) (111,744)
Merchandise inventories (726,141) (327,351) (289,143)
Prepaid expenses and other 3,672 (1,323) (1,049)
Accounts payable, accrued expenses, and income taxes 619,154 415,961 246,289
Other 14 (62) 988
NET CASH (USED IN) PROVIDED BY OPERATING ACTIVITIES (40,004) 216,580 3,000
Investing Activities
Capital expenditures (23,363) (16,619) (15,793)
Cash acquired in Merger, less transaction costs 133,818 — —
Cost of acquired company — (3,032) —
Purchase of equity interests in businesses (6,642) (3,660) (3,570)
Collections on ESOP note receivable - 186 146
Proceeds from sales of property and equipment 684 1,636 2,436
Proceeds from sale of a business 12,993 — —
NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES 117,490 (21,489) (16,781)
Financing Activities
Long-term debt borrowings 3,437,742 1,303,131 2,373,656
Long-term debt repayments (3,331,118) (1,448,583) (2,356,807)
Deferred financing costs and other (32,287) (242) (614)
Purchases of treasury stock — — (449)
Distributions on preferred securities of subsidiary trust (5.850) — —
Exercise of stock options and warrant 30,835 11,924 8,981
NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES 99,322 (133,770) 24,767
INCREASE IN CASH AND CASH EQUIVALENTS 176,808 61,321 10,986
Cash and cash equivalents at beginning of year 120,818 59,497 48,511
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 297,626 $ 120,818 $ 59,497

See notes to consolidated financial statements.
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Notes to Consolidated Financial Statements
September 30, 2001

Note 1. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying consolidated financial statements include
the accounts of AmerisourceBergen Corporation and its majority-
owned subsidiaries (the “Company”) as of the dates and for the
fiscal years indicated. All intercompany transactions and balances
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 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.

Business

The Company is a wholesale distributor of pharmaceuticals
and related healthcare products, and also provides pharmaceuticals
to long-term care and workers’ compensation patients. For further
information on the Company’s operating segments, see Note 13.

Business Combinations

Business combinations accounted for under the purchase
method of accounting include the results of operations of the
acquired business from the dates of acquisition. Net assets of the
companies acquired are recorded at their fair value to the Company
at the date of acquisition (see Note 2).

For business combinations which were accounted for under
the pooling-of-interests method of accounting, the assets, liabili-
ties and stockholders’ equity of the acquired entities were
combined with the Company’s respective accounts at recorded
values (see Note 2).

Cash Equivalents

The Company classifies highly liquid investments with
maturities of three months or less at the date of purchase as
cash equivalents.

Concentrations of Credit Risk

The Company sells its merchandise inventories to a large
number of customers in the health care industry, including inde-
pendent community pharmacies, chain drugstores, mail order facil-
ities, health systems and other acute-care facilities, and alternate
site facilities such as clinics, nursing homes, and other non-acute
care facilities. The financial condition of the Company’s customers,
especially those in the health systems and nursing home sectors,
can be affected by changes in government reimbursement policies
as well as by other economic pressures in the healthcare industry.

The Company’s trade accounts receivable are exposed to
credit risk, but the risk is moderated because the customer base
is diverse and geographically widespread. The Company performs
ongoing credit evaluations of its customers’ financial condition and

maintains reserves for potential bad debt losses. For fiscal 2001,
2000 and 1999, the Veterans Administration, which is included

in the Pharmaceutical Distribution segment, represented approxi-
mately 16%, 19% and 17%, respectively, of operating revenue.
No other single customer accounted for more than 10% of the
Company's operating revenue; however, the loss of any significant
customer, including the Veterans Administration, could have

a material effect on the Company.

The Company maintains cash balances and cash equivalents
with several large creditworthy banks and money-market funds
located in the United States. Accounts at each bank are insured
by the Federal Deposit Insurance Corporation up to $100,000.
The Company does not believe there is significant credit risk
related to its cash and cash equivalents.

Investments

The Company uses the equity method of accounting for its
investments in entities in which it has significant influence;
generally this represents an ownership interest of between 20%
and 50%. The Company’s investments in equity securities in
which the Company does not have significant influence are
classified as “available for sale” and are carried at fair value,
with unrealized gains and losses excluded from earnings and
reported in the accumulated other comprehensive loss
component of stockholders” equity.

Merchandise Inventories

Inventories are stated at the lower of cost or market. Cost
for approximately 97% and 100% of the Company’s inventories at
September 30, 2001 and 2000, respectively, is determined using
the last-in, first-out (LIFO) method. If the Company had used the
first-in, first-out (FIFO) method of inventory valuation, which
approximates current replacement cost, consolidated inventories
would have been approximately $91.7 million and $98.7 million
higher than the amounts reported at September 30, 2001 and
2000, respectively.

Property and Equipment

Property and equipment are stated at cost and depreciated on
the straight-line method over the estimated useful lives of the
assets, which range from 3 to 40 years.

Revenue Recognition

The Company recognizes revenue when products are delivered
to customers. Revenues as reflected in the accompanying state-
ments of operations are net of sales returns and allowances.

Along with other companies in the pharmaceutical distribu-
tion industry, the Company reports the gross dollar amount of bulk
deliveries to customer warehouses in revenue and the related
costs in cost of goods sold. Bulk delivery transactions are arranged
by the Company at the express direction of the customer, and
involve either shipments from the supplier directly to customers’
warehouse sites or shipments from the supplier to the Company
for immediate shipment to the customers’ warehouse sites. Gross
profit earned by the Company on bulk deliveries was not material
in any year presented.

Shipping and Handling Costs

Shipping and handling costs include all costs to warehouse,
pick, pack and deliver inventory to customers. These costs, which
were $173.4 million, $143.7 million and $134.1 million for the fiscal
years ended September 30, 2001, 2000 and 1999, respectively, are
included in distribution, selling and administrative expenses.



Stock-Based Compensation

The Company follows Accounting Principles Board (“APB”)
Opinion No. 25, “Accounting for Stock Issued to Employees,” and
related interpretations in accounting for its employee stock-based
compensation (see Note 8).

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,” and SFAS No. 142,
“Goodwill and Other Intangible Assets.” 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. SFAS No. 142 provides that
goodwill and intangible assets with indefinite lives will not be
amortized, but rather will be 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. The Company will fully adopt SFAS No. 142
on October 1, 2001, at which time it will no longer amortize its
other goodwill balances (such amortization expense amounted to
approximately $1.5 million in fiscal 2001). The Company will
complete its initial impairment testing of goodwill by March 31,
2002, as required by SFAS No. 142, and has not yet determined
what the effect of these tests will be on the earnings and financial
position of the Company.

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 discon-
tinued 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 2. Acquisitions

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 SFAS No. 141.
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
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Bergen. Accordingly, the accompanying consolidated financial
statements include (a) the financial information of AmeriSource for
all periods presented and (b) the results of operations and other
information for Bergen for the period from August 29, 2001
through September 30, 2001.

There were a number of reasons AmeriSource and Bergen
decided to merge, including: (a) the strategic and geographic fit
between the two companies and the complementary nature of their
respective customer bases; and (b) the opportunity for an increase
in operating cash flow through synergies such as the consolidation
of distribution facilities and related working capital improvements,
the elimination of duplicate administrative functions, and generic
pharmaceutical inventory purchasing efficiencies.

Following is a summary of the aggregate purchase price
(in thousands):

Market value of Company common stock issued to
Bergen stockholders, including cash paid for

fractional shares $2,301,871

Fair value of Bergen’s stock options, net of
unearned compensation 78,251
Transaction costs 21,604
Total purchase price $2,401,726

The Company issued approximately 50.2 million shares of
its common stock in exchange for approximately 135.7 million
outstanding common shares of Bergen, based on the aforemen-
tioned exchange ratio of 0.37 to 1. The Company’s common stock
was valued based on a price per share of $45.86, which was the
weighted-average market price of the AmeriSource common stock
during the few days before and after March 19, 2001, the date the
Merger was publicly announced.

The Company issued options to purchase approximately
3.5 million shares of its common stock in exchange for all of the
outstanding options of Bergen, based on a weighted-average fair
value of $23.29 per option. The fair value of the options, which
amounted to $80.7 million, was determined using the Black-
Scholes option-pricing model and was based on a weighted-
average exercise price of $36.63 and the following weighted-
average assumptions: expected volatility—50.90%; expected life—
4 years; risk-free interest rate—4.64%; and expected dividend
yield—0.21%. For purposes of determining the purchase price,
this amount was reduced by approximately $2.4 million, which
represents the intrinsic value of the options for approximately
0.3 million shares which were unvested at the merger date; such
unearned compensation is being amortized to expense over the
remaining vesting period of approximately three years.

In connection with the Merger, the Company refinanced a
significant portion of its outstanding debt. This refinancing
included the issuance of new senior term debt, the consummation
of a new bank credit facility, the repayment of amounts outstand-
ing under the previous bank credit facilities of AmeriSource and
Bergen, and the repurchase of certain Bergen term debt. For
further explanation of the refinancing, see Note 4.
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The following table summarizes the allocation of the purchase
price based on the estimated fair values of Bergen’s assets and
liabilities at the effective date of the Merger (in thousands):

Cash $ 155,422
Accounts receivable 1,397,157
Inventories 2,766,297
Property and equipment 221,762
Intangible assets 220,846
Other assets 134,202
Goodwill 2,085,101
Current and other liabilities (3,224,927)

Long-term debt (prior to the refinancing
described in Note 4)
Preferred securities of subsidiary trust

(1,079,574)
(274,560)

Total purchase price $ 2,401,726

Substantially all of the acquired intangible assets represent
amounts assigned to registered trade names, which have an
indefinite life and are not subject to amortization.

The goodwill arising from the Merger was assigned as
$1,814.0 million to the Pharmaceutical Distribution segment
and $271.1 million to the PharMerica segment. Approximately
$317.9 million of goodwill is expected to be deductible for
income tax purposes.

The above allocation is not complete, principally because
the Company is in the process of developing its integration plans
concerning its distribution network, systems requirements and
corporate administrative functions. To the extent that such
integration involves the closure of Bergen facilities and the
termination of Bergen employees, the aforementioned fair values
will be adjusted for the related impact on the affected assets
and liabilities. The Company expects to complete and announce
its integration plan by the first anniversary of the Merger date.
In addition, the Company may refine the above allocation based
upon the resolution of certain preacquisition contingencies,
which is not expected to have a material effect.

The following table shows the Company’s unaudited pro forma
consolidated results of operations for the fiscal years ended
September 30, 2001 and 2000 assuming the Merger had occurred
at the beginning of the respective year (in thousands):

Fiscal year ended

September 30, ‘:::!. 2000

Operating revenue $34,599,310 $30,335,606
Bulk deliveries to
customer warehouses 4,532,479 4,252,317
Total revenue $39,131,789 $34,587,923
Net income $ 251,047 $ 149,462
Earnings per share:
Basic $ 2.44 $ 1.48
Diluted 2.37 1.47

The above unaudited pro forma operating results are based
upon the following principal assumptions:

(1) Bergen’s historical financial results were included for the
entire fiscal year.

(2) Bergen’s historical operating expenses (principally deprecia-
tion and amortization) were revised based on the adjustment
of the related assets and liabilities to their fair value.

(3) Bergen’s historical goodwill amortization expense and goodwill
impairment charges were eliminated.

(4) Interest expense was revised for the effect of the assumed
consummation of the aforementioned refinancing at the begin-
ning of the respective periods. Interest for fixed-rate debt was
calculated based upon the fixed rates of the new debt, while
interest for variable-rate debt was calculated based on the
historical benchmark rates (such as LIBOR) plus the spreads
set forth in the new bank credit facilities. Historical borrowing
levels were adjusted upward to reflect the assumed payment
of merger costs, financing costs, and certain executive
compensation and benefits on the effective date of the
Merger. Amortization of deferred financing costs was adjusted
to reflect the costs and terms of the new bank credit facilities
and debt issued.

(5) The provision for income taxes was adjusted for the tax effect

of the foregoing pretax adjustments.

Earnings per share were adjusted to reflect the issuance of the

Company’s common stock in connection with the Merger.

Diluted earnings per share were also adjusted for the dilutive

effect of the Bergen stock options which were outstanding

during the periods.

(6
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The pro forma operating results do not reflect any
anticipated operating efficiencies or synergies and are not
necessarily indicative of the actual results which might have
occurred had the operations and management of AmeriSource
and Bergen been combined during the last two fiscal years.

In addition, the pro forma operating results do not include any
expenses associated with merger-related facility consolidations,
employee severance or other integration activities.

C.D. Smith Healthcare, Inc.

On July 8, 1999, the Company acquired C.D. Smith Healthcare,
Inc. (“C.D. Smith”). Based in St. Joseph, Missouri, C.D. Smith was
the seventh largest wholesale pharmaceutical distributor with
annual operating revenue of approximately $800 million.
Shareholders of C.D. Smith received a fixed exchange of approxi-
mately 2.44 million shares of the Company’s common stock and
.25 million common stock options for all of the outstanding
common stock and common stock options of C.D. Smith. The
Company assumed $78 million in long-term debt for a total
transaction value of approximately $147 million based on the
Company’s closing stock price on July 8, 1999. The business
combination was accounted for under the pooling-of-interests
method of accounting and, accordingly, the accompanying financial
statements and footnotes include the operations of C.D. Smith
for all periods presented. For the fiscal year ended September 30,
1999 (through the date of the acquisition), C.D. Smith’s
revenues and net income were approximately $621.5 million
and $1.6 million, respectively.

The detachable common stock put warrant to purchase
415,267 shares of common stock issued in connection with C.D.
Smith’s acquisition of General Drug Companies in October 1997
was exercised in July 1999 immediately prior to the Company’s
acquisition of C.D. Smith. The exercise price was nominal and
the fair value of the put warrant of $10.3 million was credited to
additional paid-in capital. Prior to its exercise, the fair value of
this put warrant was presented as a liability in the consolidated
balance sheet as a result of the holders’ option to require
settlement in cash.



Note 3. Income Taxes
The income tax provision is as follows (in thousands):

Fiscal year ended

September 30, 2000 1999
Current provision:
Federal $47,160 $30,110 $34,108
State and local 6,237 4,752 3,006
53,397 34,862 37,114
Deferred provision:
Federal 21,585 22,655 8,106
State and local 2,749 3,169 3,177
24,334 25,824 11,283
Provision for
income taxes $77,731 $60,686 $48,397

A reconciliation of the statutory federal income tax rate to
the effective income tax rate is as follows:

Fiscal year ended
September 30,

| 2001 | 2000 1999

Statutory federal
income tax rate 35.0% 35.0% 35.0%
State and local
income tax rate,
net of federal
tax benefit 2.9 3.2 3.4
Tax effect of
goodwill
write-down — — 1.7
Other 4 (.2) .5
Effective income
tax rate 38.3% 38.0% 40.6%

Deferred income taxes reflect the future tax consequences
of differences between the tax bases of assets and liabilities and
their financial reporting amounts. Significant components of the
Company’s deferred tax liabilities (assets) are as follows

(in thousands):

September 30, 2000
Inventory $ 345,435 $136,163
Property and equipment 20,043 5,954
Other 26,367 730

Gross deferred tax liabilities 391,845 142,847
Net operating losses and

tax credit carryovers (86,066) (12,061)
Capital loss carryovers (7,300) -
Allowance for doubtful accounts (78,287) (13,180)
Accrued expenses (29,633) (1,372)
Employee and retiree benefits (17,546) (546)
Other (64,638) (6,998)

Gross deferred tax assets (283,470) (34,157)
Valuation allowance for

deferred tax assets 31,614 122

Gross deferred tax assets,

after allowance (251,856) (34,035)

Net deferred tax liability $ 139,989 $108,812
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In fiscal 2001, 2000 and 1999, tax benefits of $14.4 million,
$4.9 million and $4.1 million, respectively, related to the
exercise of employee stock options were recorded as additional
paid-in capital.

As of September 30, 2001, the Company had $55.4 million
of potential tax benefits from federal net operating loss
carryforwards expiring in 8 to 18 years, and $15.6 million of
potential tax benefits from state operating loss carryforwards
expiring in 1 to 20 years. As of September 30, 2001, the Company
had $15.1 million of federal and state alternative minimum tax
credit carryforwards, and $7.3 million of capital loss carryforwards
expiring in 1 to 3 years.

In fiscal 2001, the Company increased the valuation allowance
on deferred tax assets by $31.5 million due to the uncertainty of
realizing several deferred tax assets acquired in connection with
the Merger. The increase was accounted for as a component of the
initial purchase price allocation for the Merger. Accordingly, any
future reduction of the valuation allowance, due to the realization
of the related deferred tax asset, will reduce goodwill.

Income tax payments, net of refunds, amounted to
$14.2 million, $26.5 million, and $17.0 million in the fiscal
years ended September 30, 2001, 2000 and 1999, respectively.
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Note 4. Long-Term Debt
Long-term debt consisted of the following (in thousands):

September 30, 2000
8%% senior notes due 2008 $ 500,000 $ —
AmeriSource 5% convertible subordinated notes due 2007 300,000 —
Bergen 7%% senior notes due 2003 151,832 —
Bergen 7%% senior notes due 2005 99,668 —
PharMerica 8%% senior subordinated notes due 2008 124,719 —
Term loan facility at 5.01% 300,000 —
AmeriSource receivables securitization financing due 2004, at 3.89% and 7.00%, respectively 22,000 385,000
Bergen receivables securitization financing due 2005, at 3.69% 15,000 —
Revolving credit facilities averaging 5.14% and 7.30%, respectively 55,000 20,000
Bergen 7% convertible subordinated debentures due 2006 20,609 —
Bergen 67%% exchangeable subordinated debentures due 2011 8,425 —
Other 2,510 8,675

Total 1,599,763 413,675
Less current portion 2,468 458
Total, net of current portion $1,597,295 $413,217

New Debt

In connection with the Merger (see Note 2), the Company
issued $500 million of 8%% senior notes due September 1, 2008
(the “8%% Notes”). The 8%% Notes are redeemable at the
Company's option at any time before maturity at a redemption
price equal to 101% of the principal amount thereof plus accrued
and unpaid interest and liquidated damages, if any, to the date
of redemption and, under some circumstances, a redemption
premium. Interest on the 8%% Notes is payable on March 1 and
September 1 of each year, commencing March 1, 2002.

In connection with the Merger, the Company also entered into
a senior secured credit agreement (the “Senior Credit Agreement”)
with a syndicate of lenders. The Senior Credit Agreement refi-
nanced the senior secured credit agreements of AmeriSource and
Bergen existing at the Merger date. 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 quarterly maturities beginning in December 2002,
totaling $60 million in each of fiscal 2003 and 2004, $80 million
in fiscal 2005 and $100 million in fiscal 2006. There were no
borrowings outstanding under the Revolving Facility at September
30, 2001. 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 (1.5% over LIBOR and 0.5% over prime
at September 30, 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: such rates
range from .25% to 0.50% of the unused availability (0.375% at
September 30, 2001). The Company may choose to repay or reduce
its commitments under the Senior Credit Facility at any time.

Aggregate net proceeds from the issuance of the 8%% Notes
and the Senior Credit Agreement were used to: repay $436.5
million outstanding under Bergen’s $1.5 billion senior secured
credit facility on the Merger date, including a prepayment penalty
of $1.9 million; refinance AmeriSource’s $500 million senior
secured five-year revolving credit agreement, in effect since
January 1997, which had no outstanding balance at the Merger
date; repurchase $187.4 million of PharMerica’s 8%% senior subor-
dinated notes (the “8%% Notes”), including payment of a $2.8
million premium on the Merger date; repurchase $20.5 million

of Bergen’s 7% convertible subordinated debentures (the “7%
Debentures”) in November 2001; and pay fees and expenses
associated with the Merger, the issuance of the 8%% Notes,
the Senior Credit Agreement, the repurchase of the 8%%

Notes and 7% Debentures, and for general corporate purposes.

In connection with the issuance of the 8%% Notes and the
Senior Credit Agreement, the Company incurred approximately
$23.0 million of costs which were deferred and are being amortized
over the applicable term of each instrument.

In December 2000, AmeriSource issued $300 million of 5%
Convertible Subordinated Notes due December 1, 2007 (the “5%
Notes”). The 5% Notes were originally convertible into Class A
Common Stock of AmeriSource at $52.97 per share. Upon consum-
mation of the Merger, the Company entered into a supplemental
indenture providing that each of the 5% Notes would thereafter be
convertible into the number of shares of the common stock of the
Company which the note holder would have received in the Merger
if the note holder had converted the 5% Notes immediately prior
to the Merger. The 5% Notes are convertible at any time before
their maturity or their prior redemption or repurchase by the
Company. On or after December 3, 2004, the Company has the
option to redeem all or a portion of the 5% Notes that have not
been previously converted. Interest on the 5% Notes is payable on
June 1 and December 1 of each year, with the first payment made
on June 1, 2001. Net proceeds from the 5% Notes of approximately
$290.6 million were used to repay existing borrowings, and for
working capital and other general corporate purposes. In connec-
tion with the issuance of the 5% Notes, the Company incurred
approximately $9.4 million of costs which were deferred and are
being amortized over the term of the issue.

The indentures governing the 8%% Notes, the Senior Credit
Agreement and the 5% Notes contain restrictions and covenants
which include limitations on additional indebtedness; distributions
and dividends to stockholders; the repurchase of stock and the
making of other restricted payments; issuance of preferred stock;
creation of certain liens; capital expenditures; transactions with
subsidiaries and other affiliates; and certain corporate acts such
as mergers, consolidations, and the sale of substantially all assets.
Additional covenants require compliance with financial tests,
including leverage and fixed charge coverage ratios, and
maintenance of minimum tangible net worth.



Assumed Bergen Debt
In connection with the Merger, the Company assumed the

following Bergen long-term debt:

¢ 7%% senior notes due January 15, 2003 (the “7%% Notes”);

* 7%% senior notes due June 1, 2005 (the “7%% Notes”);

* 8%% Notes;

* 7% Debentures;

* 6%% exchangeable subordinated debentures due July 15, 2011
(the “6%% Debentures”);

¢ Blanco revolving credit facility (the “Blanco Facility”); and

* Bergen receivables securitization financing due 2005 (described
under “Receivables Securitization Financing” below)

The 7%% Notes and 7%% Notes are unsecured and carry
aggregate principal amounts of $150 million and $100 million,
respectively, and are not redeemable prior to maturity, and are not
entitled to any sinking fund. Interest is payable on January 15 and
July 15 of each year for the 7%% Notes and on June 1 and
December 1 of each year for the 7%% Notes.

On October 29, 2001, PharMerica, a wholly owned subsidiary
of the Company, completed a tender offer to purchase the remain-
ing $123.5 million of its 8%% Notes which were not repurchased on
the Merger date. No notes were tendered in response to the offer,
which was required as a result of the Merger according to the
terms of the indenture under which the 8%% Notes were issued.
The remaining outstanding notes receive interest on April 1 and
October 1 of each year.

In connection with the purchase price allocation, the carry-
ing values of the 7%% Notes, 7%% Notes and 8%% Notes were
adjusted to fair values based on quoted market prices on the
date of the Merger. The difference between the fair values and the
face amounts of these Notes are amortized as a net reduction of
interest expense over the remaining terms of the borrowings.

During November 2001, the Company redeemed substantially
all of its $20.6 million outstanding 7% Debentures. The redemp-
tion offer was required as a result of the Merger.

The unsecured $8.4 million outstanding 6%% Debentures
receive interest on January 15 and July 15 of each year.

The Blanco facility, held by the Company’s Puerto Rican
subsidiary, is a $55 million bank revolving credit facility which
expires on May 20, 2002. Borrowings under the facility, which
were $55 million at September 30, 2001, bear interest at 0.35%
above LIBOR and are secured by a standby letter of credit under
the Senior Credit Agreement for which the Company incurs a fee
of 1.625%.

Receivables Securitization Financing

Effective May 14, 1999, AmeriSource, through a consolidated
wholly owned special-purpose entity, established a receivables
securitization facility, which provided AmeriSource with up to $325
million in available credit. During the third quarter of fiscal 2000,
AmeriSource amended its receivables securitization facility to
provide an additional $75 million of borrowing capacity, increasing
total commitments under this facility to $400 million (the
“Securitization Facility”). In connection with the Securitization
Facility, AmeriSource sells on a revolving basis certain accounts
receivables to the special purpose entity which in turn sells a
percentage ownership interest in the receivables to a commercial
paper conduit sponsored by a financial institution. AmeriSource
was retained as servicer of the sold accounts receivables. The
Securitization Facility has an expiration date of May 2004. Interest
is at a rate at which funds are obtained by the financial institution
to fund the receivables (short-term commercial paper rates) plus a

AmerisourceBergen Corporation 2001

program fee of 38.5 basis points (3.89% at September 30, 2001).
AmeriSource is required to pay a commitment fee of 25 basis
points on any unused credit in excess of $25 million.

Proceeds from the Securitization Facility were used to extin-
guish AmeriSource’s prior receivables securitization financing in
the fourth fiscal quarter of fiscal 1999 and resulted in an extraor-
dinary charge of $0.7 million (net of $0.4 million tax benefit)
related to the write-off of unamortized deferred financing fees.

Bergen has a receivables securitization agreement with a
financial institution, which provides a maximum credit availability
of $450 million (the “Securitization Program”). Availability is
subject to specified percentages of eligible receivables, as defined
in the agreement. Through the Securitization Program, Bergen
Brunswig Drug Company, a wholly owned subsidiary of Bergen,
sells, on an ongoing basis, its accounts receivable to Blue Hill II
(“Blue Hill"), a 100%-owned special purpose subsidiary. Bergen
was retained as servicer of the sold accounts receivable. Blue Hill,
in turn, sells an undivided percentage ownership interest in such
receivables to various investors. After the maximum limit of
receivables sold has been reached and as sold receivables are
collected, additional receivables may be sold up to the maximum
amount receivable under the program. The Securitization Program
has an expiration date of December 2005. Interest is at short-term
commercial paper rates plus a program fee of 75 basis points
(3.69% at September 30, 2001). Bergen is required to pay a
commitment fee of 25 basis points on any unused credit.

Transactions under the Securitization Facility and the
Securitization Program are accounted for as financing transactions
in accordance with SFAS No. 140 “Accounting for Transfers and
Servicing of Financial Assets and Extinguishments of Liabilities.”

Other Debt

As discussed in Note 2, the Company acquired C.D. Smith
in July 1999, and assumed $78 million in long-term debt. The
assumed long-term debt was immediately extinguished with funds
provided by the Company’s revolving credit facility, resulting in an
extraordinary charge in the fourth quarter of fiscal 1999 of approx-
imately $2.8 million (net of a $1.6 million tax benefit) related to
prepayment penalties, the write-off of unamortized original issue
discount and the write-off of unamortized deferred financing fees.

Other Information

Scheduled future principal payments of long-term debt are
$2.5 million in fiscal 2002, $211.9 million in fiscal 2003, $82.0
million in fiscal 2004, $179.7 million in fiscal 2005, $135.6 million
in fiscal 2006 and $988.1 million thereafter.

Interest paid on the above indebtedness during the fiscal
years ended September 30, 2001, 2000, and 1999 was $45.0
million, $40.5 million, and $39.0 million, respectively.

Total amortization of financing fees and expenses (included
in interest expense) for the fiscal years ended September 30,
2001, 2000, and 1999 was $3.1 million, $1.3 million, and $2.4
million, respectively.

AmerisourceBergen Corporation has no assets other than its
investment in its subsidiaries and those assets and liabilities
resulting from the issuance of the 8% Notes, the 5% Notes and
the Senior Credit Agreement. The 8%% Notes and the 5% Notes are
unconditionally, and jointly and severally guaranteed on an unse-
cured basis by all of AmerisourceBergen Corporation’s subsidiaries,
except for subsidiaries related to the securitization financings and
two other non-guarantor subsidiaries. The two other non-guarantor
subsidiaries represent less than 3% of stockholders’ equity.
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Note 5. Preferred Securities of Trust

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 Trust paid quarterly cash distributions of $5.9 million in
September 2001. The obligations of the Trust related to the
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
liguidation 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, under certain conditions, may cause the Trust
to defer the payment of distributions for successive periods of up
to 20 consecutive quarters. During such periods, accrued distribu-
tions on the Trust Preferred Securities will compound quarterly at
an annual rate of 7.80%. Also during such periods, the Company
may not declare or pay distributions on its capital stock; may not
redeem, purchase or make a liquidation payment on any of its
capital stock; and may not make interest, principal or premium
payments on, or repurchase or redeem, any of its debt securities
that rank equal with or junior to the Subordinated Notes.

In connection with the purchase price allocation, the carry-
ing value of the Trust Preferred Securities was adjusted to fair
value based on quoted market prices on the date of the Merger.
The difference between the fair value and the face amount of the
Trust Preferred Securities is accreted to redemption value over the
remaining term of the Trust Preferred Securities and is recorded as
preferred distributions, net of income tax benefit, on the consoli-
dated statement of operations.

The Subordinated Notes and the related Trust investment in
the Subordinated Notes have been eliminated in consolidation and
the Trust Preferred Securities are reflected as outstanding in the
accompanying consolidated financial statements.

Note 6. Stockholders’ Equity and Earnings per Share

The authorized capital stock of the Company consists of
300,000,000 shares of common stock, par value $0.01 per share
(the “Common Stock”), and 10,000,000 shares of preferred stock,
par value $0.01 per share (the “Preferred Stock”).

The board of directors is authorized to provide for the issuance
of shares of Preferred Stock in one or more series with various
designations, preferences and relative, participating, optional or
other special rights and qualifications, limitations or restrictions.
Except as required by law, or as otherwise provided by the board of
directors of the Company, the holders of Preferred Stock will have
no voting rights and will not be entitled to notice of meetings of
stockholders. Holders of Preferred Stock will be entitled to receive,
when declared by the board of directors, out of legally available
funds, dividends at the rates fixed by the board of directors for the

respective series of Preferred Stock, and no more, before any
dividends will be declared and paid, or set apart for payment, on
Common Stock with respect to the same dividend period.

Upon the merger of AmeriSource and Bergen in August 2001,
all outstanding shares of AmeriSource Class A, Class B and Class C
common stock were exchanged for shares of the Company’s
Common Stock on a one-for-one basis.

The holders of the Company’s Common Stock are entitled to
one vote per share and have the exclusive right to vote for the
board of directors and for all other purposes as provided by law.
Subject to the rights of holders of the Company’s Preferred Stock,
holders of Common Stock are entitled to receive ratably on a per
share basis such dividends and other distributions in cash, stock or
property of the Company as may be declared by the board of direc-
tors from time to time out of the legally available assets or funds
of the Company. The Company currently intends to pay quarterly
dividends on its Common Stock of $0.025 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 period plus the dilutive
effect of stock options. Additionally, the fiscal 2001 calculation
considers the 5% convertible subordinated notes (see Note 4) as if
converted and, therefore, the effect of interest expense related to
these notes is added back to net income in determining income
available to common stockholders. The following table is a recon-
ciliation of the numerator and denominator of the computation of
basic and diluted earnings per share (in thousands):

Fiscal year ended

September 30, 2000 1999

Income before

extraordinary items $123,796 $99,014
Extraordinary items — —

$70,915
3,449

Net income 123,796 99,014
Interest expense —
convertible subordinated
notes, net of
income taxes 8,112 - -
Effect of dilutive warrant — — 334

67,466

Income available to

common stockholders $131,908 $99,014 $67,800

Weighted average
common shares
outstanding
Effect of dilutive securities:
Options to purchase
common stock
Convertible
subordinated notes
Common stock
put warrant — — 319

57,185 51,552 50,698

1,076 468 666

4,546 — —

Weighted average

common shares
outstanding —
diluted 62,807

52,020 51,683




Note 7. Pension and Other Benefit Plans

AmeriSource and Bergen each maintain certain defined
benefit, defined contribution, and postretirement health plans. In
connection with the Merger integration, the Company is evaluating
these benefit plans and will develop company-wide plans, which
may involve replacement or merger of certain existing plans.

Defined Benefit Plans

AmeriSource provides a benefit for the majority of its
employees under noncontributory defined benefit pension plans.
For each employee, the benefits are based on years of service and
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average compensation. Pension costs, which are computed using
the projected unit credit cost method, are funded to at least the
minimum level required by government regulations.

Bergen has a supplemental executive retirement plan for its
officers and key employees. This plan is a “target” benefit plan,
with the annual lifetime benefit based upon a percentage of salary
during the five final years of pay at age 62, offset by several other
sources of income including benefits payable under a prior supple-
mental retirement plan.

The following table sets forth a reconciliation of the changes in the Company-sponsored defined benefit pension plans (in thousands):

Fiscal year ended September 30,

-:x:!. 2000

Change in Projected Benefit Obligations:
Benefit obligation at beginning of year $ 62,267 $58,948
Benefit obligation assumed in Merger 15,714 —
Service cost 4,408 3,802
Interest cost 4,746 4,584
Actuarial (gains) losses 1,396 (266)
Benefit payments (3,505) (4,801)
Benefit obligation at end of year $ 85,026 $ 62,267
Change in Plan Assets:
Fair value of plan assets at beginning of year $ 51,549 $ 48,582
Actual return on plan assets 904 2,532
Employer contributions 3,107 5,701
Expenses (666) (465)
Benefit payments (3,505) (4,801)
Fair value of plan assets at end of year $ 51,389 $ 51,549
Funded Status and Amounts Recognized:
Funded status $(33,637) $(10,718)
Unrecognized net actuarial loss 15,932 9,748
Unrecognized prior service cost 1,917 2,294
Net amount recognized $(15,788) $ 1,324
Amounts recognized in the balance sheets consist of:
Prepaid benefit cost $ 1,393 $ 2,224
Accrued benefit liability (17,456) (1,214)
Intangible asset 275 314
Net amount recognized $(15,788) $ 1,324
Weighted average assumptions used in computing the funded status of the plans were as follows:
2000 1999
Discount rate 8.00% 1.75%
Rate of increase in compensation levels 6.50% 6.25%
Expected long-term rate of return on assets 10.00% 10.00%
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The following table provides components of net periodic benefit cost for the Company-sponsored defined benefit pension plans
together with contributions charged to expense for multi-employer union-administered defined benefit pension plans that the Company

participates in (in thousands):

Fiscal year ended September 30,

2001 2000 1999

Components of Net Periodic Benefit Cost:

Service cost $ 4,571 $3,948 $4,098
Interest cost on projected benefit obligation 4,746 4,584 3,955
Expected return on plan assets (5.486) (5,130) (4,554)
Amortization of net transition asset - (144) (170)
Amortization of prior service cost 377 377 371
Recognized net actuarial loss 298 499 699
Net periodic pension cost of defined benefit pension plans 4,506 4,134 4,399
Net pension cost of multi-employer plans 520 435 454
Total pension expense $5,026 $4,569 $4,853

Plan assets at September 30, 2001 are invested principally
in listed stocks, corporate and government bonds, and cash
equivalents. The projected benefit obligation, accumulated benefit
obligation, and fair value of plan assets for pension plans with
accumulated benefit obligations in excess of plan assets were
$20.9 million, $15.4 million, and $1.7 million, respectively, as
of September 30, 2001 and $4.6 million, $2.7 million, and
$1.6 million, respectively, as of September 30, 2000.

The Company owns life insurance covering substantially all
of the participants in the Bergen supplemental retirement plans.
At September 30, 2001, the policies have an aggregate cash
surrender value of approximately $29 million (which is included
in other assets in the consolidated balance sheet) and an
aggregate death benefit of approximately $51 million.

Defined Contribution Plans

AmeriSource sponsors the Employee Investment Plan,

a defined contribution 401(k) plan, which covers salaried and
certain hourly employees. Eligible participants may contribute
to the plan from 2% to 18% of their regular compensation before
taxes. AmeriSource matches the employee contributions up to

a maximum of 6% of their reqular compensation in an amount
equal to 50% of the participants’ contributions. An additional
discretionary contribution in an amount not to exceed 50% of
the participants’ contributions may also be made depending
upon the Company’s performance. All contributions are invested
at the direction of the employee in one or more funds. Employer
contributions vest over a five-year period depending upon an
employee’s years of service.

Bergen sponsors the Pre-tax Investment Retirement Account
Plan, a defined contribution 401(k) plan, which is generally avail-
able to its employees with 30 days of service. Under the terms of
the plan, Bergen guarantees a contribution of $1.00 for each $1.00
invested by the participant up to the participant’s investment of
3% of salary, and $0.50 for each additional $1.00 invested by the
participant up to the participant’s investment of an additional 2%
of salary, subject to plan and regulatory limitations. Bergen may
also make additional cash or stock contributions to the plan at its
discretion. All participants vest immediately in Bergen’s contribu-
tions from the first day of participation in the plan.

Costs of the defined contribution plans charged to expense
for the fiscal years ended September 30, 2001, 2000, and 1999
amounted to $2.2 million, $1.6 million, and $1.4 million,
respectively.

Postretirement Benefit Obligations

The Company provides medical benefits to certain retirees,
principally former employees of Bergen. Employees become eligi-
ble for such postretirement benefits after meeting certain age and
years of service criteria. As a result of special termination benefit
packages previously offered, the Company also provides dental and
life insurance benefits to a limited number of retirees and their
dependents. These benefit plans are unfunded. The aggregate
accumulated postretirement benefit obligation was $21.7 million
as of September 30, 2001, of which $1.5 million is included in
accrued expenses and $20.2 million is included in other liabilities
in the accompanying consolidated balance sheet. The assumptions
used in determining the obligation at September 30, 2001 included
a weighted average discount rate of 6.82% and medical inflation
rates ranging from 5.5% to 9.0%. The expense for such benefits
was not material in any year presented.

Employee Stock Ownership Plan

As a result of its acquisition of C.D. Smith, the Company
assumed the C.D. Smith Healthcare, Inc. Employee Stock Ownership
Plan (“ESOP”). The ESOP covered substantially all employees of
C.D. Smith with over one year of service who were not associated
with a collective bargaining unit. Under the ESOP, C.D. Smith
initially obtained a term loan from an outside bank in 1991
and disbursed the proceeds to the ESOP in exchange for a note
receivable for purposes of acquiring shares from the original
shareholders. Shares held as collateral under the term loan were
released each year in the proportion of principal and interest paid
in the current year to the principal and interest remaining to be
paid over the life of the loan. In fiscal 2000, the loan was repaid
in full and the ESOP, which held approximately 1.2 million shares
of common stock in the Company on behalf of its participants,
was merged into AmeriSource’s 401(k) plan.

Deferred Compensation Plan

The Company also adopted Bergen’s deferred compensation
plan. This unfunded plan, under which 740,000 shares of common
stock are authorized for issuance, allows eligible officers, directors
and key management employees to defer a portion of their annual
compensation. The amount deferred may be allocated by the
employee to cash, mutual funds or stock credits. Stock credits,
including dividend equivalents, are equal to the full and fractional
number of shares of common stock that could be purchased with
the participant’s compensation allocated to stock credits based on
the average of closing prices of common stock during each month,
plus, at the discretion of the board of directors, up to one-half of



a share of common stock for each full share credited. Stock credit
distributions are made in shares of common stock. No shares of
common stock have been issued under the deferred compensation
plan at September 30, 2001.

Note 8. Stock Option Plans

Effective October 1, 1996, the Company adopted the
disclosure-only option under SFAS No. 123, “Accounting for
Stock-Based Compensation.” The Company continues to use the
accounting method under APB Opinion No. 25 (“APB 25”) and
related interpretations for its employee stock options. Under APB
25, generally, when the exercise price of the Company’s employee
stock options equals the market price of the underlying stock on
the date of grant, no compensation expense is recognized.

The Company has several stock-related compensation plans.
AmeriSource has five employee stock option plans that provide
for the granting of nonqualified stock options to acquire shares
of common stock to employees at a price not less than the fair
market value of the common stock on the date the option is grant-
ed. Option terms and vesting periods are determined at the date of
grant by a committee of the board of directors. Options generally
vest over four years and expire in six or ten years. AmeriSource
also has three non-employee director stock option plans that
provide for the granting of nonqualified stock options to acquire
shares of common stock to non-employee directors at the fair
market value of the common stock on the date of the grant.
Vesting periods for the non-employee director plans range from
immediate vesting to three years and options expire in six or ten
years. A fourth AmeriSource non-employee director stock option
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plan was merged with a Bergen plan as discussed below.

In connection with the Merger, the Company assumed
Bergen’s 1999 non-employee directors’ stock plan and Bergen'’s
1989 and 1999 employee stock incentive plans. The Bergen 1999
non-employee directors’ plan was merged with the AmeriSource
2001 non-employee director plan to form the Company’s 2001 non-
employee director plan. This new plan provides for the granting of
0.3 million nonqualified stock options to acquire shares of common
stock to non-employee directors at the fair market value of the
common stock on the date of the grant. Vesting is over three years
and options expire in ten years. Bergen’s 1989 and 1999 employee
stock incentive plans authorize certain stock awards, stock
options, stock appreciation rights and conditional performance
share awards to eligible officers, key employees and consultants.
Stock options awarded under these plans entitle the participant to
acquire a specified number of shares of common stock at an exer-
cise price determined by the compensation committee of the board
of directors. Options vest over three years and expire in ten years.

At September 30, 2001, there were outstanding options to
purchase 8.8 million shares of common stock under the aforemen-
tioned plans. Options for an additional 3.9 million shares may be
granted under these plans.

As a result of the Merger, stock option vesting was accelerat-
ed. All outstanding stock options granted prior to February 15,
2001 under the above plans became fully vested on the day before
the Merger, and generally become exercisable on August 28, 2002.
As a result of the accelerated vesting of AmeriSource stock
options, the Company recorded a charge of $6.5 million in fiscal
2001, which is included in merger costs in the consolidated
statement of operations (see Note 10).

A summary of the Company’s stock option activity and related information for its option plans follows:

Fiscal year ended September 30, 2000 1999
Weighted Weighted Weighted
Average Average Average
Options Exercise Options Exercise Options Exercise
(000) Price (000) Price (000) Price
Outstanding at beginning of year 3,634 $24 3,578 $25 3,127 $19
Acquired in Merger 3,465 37 — — — —
Granted 3,220 56 1,128 13 1,174 37
Exercised (1,326) 23 (919) 13 (604) 15
Forfeited (237) 27 (153) 28 (119) 25
Outstanding at end of year 8,756 42 3,634 24 3,578 25
Exercisable at end of year 2,921 39 E 24 E 16
A summary of the status of options outstanding follows:
September 30, 2001 Outstanding Options Exercisable Options
Weighted
Average Weighted Weighted
Remaining Average Average
Number Contractual Exercise Number Exercise
Exercise Price Range (000) Life Price (000) Price
$1 - %20 1,700 7 years $14 483 $15
$21 - $40 2,488 7 years 31 1,427 30
$42 - $59 2,153 9 years 49 441 54
$64 — $70 2,336 9 years 65 491 67
$84 — $115 79 6 years 93 79 93
Total 8,756 8 years 42 2,921 39
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Pro forma disclosures, as required by SFAS No. 123, regarding
net income and earnings per share have been determined as if the
Company had accounted for its employee stock options under the
fair value method.

Option valuation models use highly subjective assumptions
to determine the fair value of traded options with no vesting or
trading restrictions. Because options granted under the Company’s
Stock Option Plans have vesting requirements and cannot be
traded, and because changes in the assumptions can materially
affect the fair value estimate, in management’s opinion, the
existing valuation models do not necessarily provide a reliable
measure of the fair value of its employee stock options.

The fair values for the Company’s options were estimated at
the date of the grant using a Black Scholes option pricing model
with the following assumptions for the years ending September 30,
2001, 2000, and 1999: a risk-free interest rate ranging from 4.0%
to 6.7%; expected dividend yield ranging from 0.0% to 0.2%; a
volatility factor of the expected market price of the Company’s
common stock ranging from .407 to .509 and a weighted-average
expected life of the options of 5 years. The weighted average fair
value of options granted during the years ended September 30,
2001, 2000 and 1999 was $27.00, $6.67 and $16.55, respectively.

For purposes of pro forma disclosures, the estimated fair
value of the options is amortized to expense over the options’
assumed vesting period. The Company’s pro forma information
follows (in thousands, except per share data):

Fiscal year ended

September 30, 2000 1999
Pro forma
net income $93,097 $62,392
Pro forma earnings
per share:
Basic 1.81 1.23
Diluted 1.79 1.21

Note 9. Leases

At September 30, 2001, future minimum payments totaling
$123.7 million under noncancelable operating leases with remain-
ing terms of more than one fiscal year were due as follows: 2002 —
$40.8 million; 2003 — $29.0 million; 2004 — $18.8 million; 2005
— $13.2 million; 2006 — $9.2 million; and thereafter — $12.7
million. In the normal course of business, operating leases are
generally renewed or replaced by other leases. Certain operating
leases include escalation clauses.

Total rental expense was $22.4 million in fiscal 2001, $17.7
million in fiscal 2000, and $17.1 million in fiscal 1999.

Note 10. Merger Costs

In connection with its acquisition of Bergen, the Company
expensed merger-related costs of $13.1 million in fiscal 2001. In
connection with its acquisition of C. D. Smith, the Company
expensed merger-related costs of $3.2 million in fiscal 1999.

The following table summarizes the major components of the
merger-related costs recognized (in thousands):

Fiscal year ended

September 30, 2000 1999
Consulting fees $ 5,574 $ - $ -
Accelerated stock

option vesting 6,472 — —
Transaction costs - — 3,162
Other 1,063 — —
Merger costs $13,109 § — $3,162

Additional merger costs related to the Bergen acquisition,
including merger integration and employee retention costs, will
be charged to expense in subsequent periods when incurred.

Note 11. 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 is expected to
result in significant synergies over the next several years. The
Company intends to reduce the number of its pharmaceutical distri-
bution facilities from 51 at September 30, 2001 to approximately
30 over the next three to four years and has announced plans to
close seven facilities in fiscal 2002. A charge of $10.9 million was
recognized in the fourth quarter of fiscal 2001 related to these
plans, and included severance for approximately 260 warehouse
and administrative personnel to be terminated, lease cancellation
costs, and the write-down of assets related to the facilities to be
closed. Additional shut-down charges for integration initiatives
will be recognized in subsequent periods as facilities to be
consolidated are identified and specific plans are announced.

In the third quarter of fiscal 2000, severance accruals of
$1.1 million related to the fiscal 1999 facility consolidation and
1998 restructuring efforts were reversed into income after
employees expected to be severed either left the Company
before receiving their benefits or were retained in other positions
within the Company.

During fiscal 1999, a charge of $12.8 million related to
the closing of one of C.D. Smith’s pharmaceutical distribution
facilities, the conversion of the other C.D. Smith pharmaceutical
distribution facilities to a centralized system for data processing
and other administrative services, and the consolidation of C.D.
Smith’s pharmaceutical packaging business was recognized. The
charge included the write-off of goodwill pertaining to the
consolidated facility as well as the estimated loss on the sale
of the facility, severance for approximately 90 warehouse and
administrative personnel to be terminated as a result of the
facility consolidation and centralization, and contract and lease
cancellations and other costs primarily relating to the expected
termination of a noncancelable supply contract. All of these
efforts were completed by November 2000.

Also in fiscal 1999, accruals established in fiscal 1997 related
to asset write-downs and severance were reduced by $0.8 million
and $0.3 million, respectively, and are netted against the fiscal
1999 facility consolidations and employee severance charge.



The cost reduction initiatives referred to above resulted in
the following charges (in thousands):

Fiscal year ended
September 30,

2001 2000 1999

Write-downs
of assets
Severance
Contract and lease
cancellations
and other

$ 2,355
6,215

$ - $ 6,400
(1,123) 1,857

2,342 — 3,473

Facility
consolidations
and employee
severance $10,912

$(1,123) $11,730

Severance included $1.1 million associated with the accelera-
tion of stock option vesting. Accrued severance of $5.1 million
and contract and lease cancellations of $2.0 million are included in
accrued expenses and other on the consolidated balance sheet at
September 30, 2001.

Note 12. 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 judg-
ment 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.

AmerisourceBergen Corporation 2001

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 September 30, 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 fiscal 2001. The remain-
ing accrued liability of $1.0 million is reflected in other liabilities
in the accompanying consolidated balance sheet at September 30,
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 tech-
nology and discovery of additional information concerning the site
could affect the estimated liability in the future.

Proposition 65

In February 1999, Perry Gottesfeld, an individual, filed a
lawsuit against the Company’s Bergen Brunswig Drug Company
subsidiary 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 discov-
ery 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. Trial is scheduled for January 2002.

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 misrepresen-
tations 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
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PharMerica to produce records related to intravenous pharma-
ceuticals 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 pharmaceuti-
cals 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 reim-
bursement. Because Sensitive Care has filed for bankruptcy, the
government’s case has been filed in bankruptcy court as a credi-
tor’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 indemnifica-
tion clause contained in the pharmacy services contract(s)
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.

Note 13. 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 pharma-
ceutical 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 past three fiscal years (in thousands):

Operating Revenue

Fiscal year ended September 30, 2000 1999
Pharmaceutical Distribution $15,770,042 $11,609,995 $9,760,083
PharMerica 116,719 — —
Intersegment Eliminations (64,126) — —

Operating revenue 15,822,635 11,609,995 9,760,083
Bulk deliveries of pharmaceuticals to customer warehouses 368,718 35,026 47,280
Total revenue $16,191,353 $11,645,021 $9,807,363

Management evaluates segment performance based on revenues excluding bulk deliveries to customer warehouses. For further
information regarding the nature of bulk deliveries, which only occur in the Pharmaceutical Distribution segment, see Note 1. Intersegment
Eliminations represent the elimination of the Pharmaceutical Distribution segment’s sales to PharMerica. ABDC is the principal supplier

of pharmaceuticals to PharMerica.

Operating Income

Fiscal year ended September 30, 2000 1999
Pharmaceutical Distribution $274,209 $201,002 $173,894
PharMerica 6,472 — —
Merger costs, facility consolidations and employee severance,

and environmental remediation (21,305) 1,123 (14,892)

Total operating income 259,376 202,125 159,002
Equity in losses of affiliates and other (10,866) (568) —
Interest expense (45,677) (41,857) (39,690)
Income before income taxes, distributions on preferred securities of

subsidiary trust and extraordinary items $202,833 $159,700 $119,312
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Segment operating profit is evaluated before equity in losses of affiliates, interest expense, and special items. All corporate office
expenses are allocated to the two reportable segments.

Identifiable Assets

September 30, 2001 2000 1999

Pharmaceutical Distribution $ 9,730,042 $2,458,567 $2,060,599
PharMerica 561,203 — —
Total assets $10,291,245 $2,458,567 $2,060,599

Depreciation & Amortization

Fiscal year ended September 30, 2000 1999
Pharmaceutical Distribution $19,793 $16,109 $17,373
PharMerica 1,796 — —
Total depreciation and amortization $21,589 $16,109 $17,373

Depreciation and amortization includes depreciation and amortization of property and intangible assets, but excludes amortization of
deferred financing costs and other debt-related items, which is included in interest expense.

Capital Expenditures

Fiscal year ended September 30, 2000 1999
Pharmaceutical Distribution $22,552 $16,619 $15,793
PharMerica 811 — —
Total capital expenditures $23,363 $16,619 $15,793

Note 14. Disclosure About Fair Value of Financial Instruments

The recorded amounts of the Company’s cash and cash equivalents, accounts and notes receivable and accounts payable at September
30, 2001 approximate fair value. The fair values of the Company’s long-term debt and Trust Preferred Securities are estimated as follows,
based on the market prices of these instruments as of September 30, 2001 (in thousands):

Recorded
Amount Fair Value
Long-term debt, including current portion (see Note 4) $1,599,763 $1,771,273

Trust Preferred Securities (see Note 5) 274,616 261,600



2001 AmerisourceBergen Corporation

Note 15. Quarterly Financial Information (Unaudited)

Quarterly Financial Data
(in thousands, except per share amounts)

Fiscal year ended September 30, 2001

First Second Third Fourth Fiscal
Quarter Quarter Quarter Quarter Year
Operating revenue $3,306,751 $3,480,685 $3,518,852 $5,516,347 $15,822,635
Bulk deliveries to customer warehouses 444 313 77 367,884 368,718
Total revenue 3,307,195 3,480,998 3,518,929 5,884,231 16,191,353
Gross profit 137,433 151,169 144,939 266,577 700,118
Distribution, selling and
administrative expenses, depreciation
and amortization 83,539 86,743 83,843 165,312 419,437
Merger costs, facility consolidations and
employee severance, and
environmental remediation — — 903 20,402 21,305
Operating income 53,894 64,426 60,193 80,863 259,376
Net income 26,191 31,516 31,506 34,583 123,796
Earnings per share — basic .50 .60 .60 .49 2.16
Earnings per share — diluted .49 .57 .57 .48 2.10

During fiscal 2001, the Company recorded merger costs of $0.9 million and $12.2 million in the third and fourth quarter, respectively,

as described in Note 10.

In the fourth quarter of fiscal 2001 the Company recorded $10.9 million of facility consolidations and employee severance as
described in Note 11 and reversed $2.7 million of environmental reserves as described in Note 12.

Fiscal year ended September 30, 2000

First Second Third Fourth Fiscal
Quarter Quarter Quarter Quarter Year
Operating revenue $2,828,754 $2,832,041 $2,921,424 $3,027,776 $11,609,995
Bulk deliveries to customer warehouses 10,628 10,162 10,282 3,954 35,026
Total revenue 2,839,382 2,842,203 2,931,706 3,031,730 $11,645,021
Gross profit 119,927 131,406 129,630 138,618 519,581
Distribution, selling and administrative
expenses, depreciation and
amortization 74,192 80,292 81,854 82,241 318,579
Merger costs, facility consolidations and
employee severance — — (1,123) — (1,123)
Operating income 45,735 51,114 48,899 56,377 202,125
Net income 21,599 24,299 25,120 27,996 99,014
Earnings per share — basic 42 47 49 54 1.92
Earnings per share — diluted 42 47 48 .53 1.90

In the third quarter of fiscal 2000, the Company reversed $1.1 million of severance and restructuring accruals related to fiscal 1999

and 1998 charges as described in Note 11.



Report of Ernst & Young LLP,
Independent Auditors

To the Board of Directors and Stockholders of
AmerisourceBergen Corporation

We have audited the accompanying consolidated balance
sheets of AmerisourceBergen Corporation and subsidiaries as of
September 30, 2001 and 2000, and the related consolidated state-
ments of operations, changes in stockholders’ equity, and cash
flows for each of the three years in the period ended September
30, 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. 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 consolidated financial statements referred
to above present fairly, in all material respects, the consolidated
financial position of AmerisourceBergen Corporation and
subsidiaries at September 30, 2001 and 2000, and the consolidated
results of their operations and their cash flows for each of the
three years in the period ended September 30, 2001, in conformity
with accounting principles generally accepted in the United States.

Bant ¥ LLP

Philadelphia, Pennsylvania
November 7, 2001
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Market for Registrant’s Common Equity and Related
Stockholder Matters

Since August 29, 2001, the Company’s Common Stock has
been traded on the New York Stock Exchange under the trading
symbol “ABC.” Prior to August 29, 2001, AmeriSource Health
Corporation Class A Common Stock was traded on the New York
Stock Exchange under the trading symbol “AAS.” As of December 3,
2001, there were approximately 1,778 record holders of the
Company’s Common Stock. The following table sets forth the high
and low closing sale prices of AmeriSource Class A Common Stock
and the Company’s Common Stock for the periods indicated.

Price Range of Common Stock

High Low
Year Ended 9/30/00
First Quarter $23.6250 $11.7500
Second Quarter 23.6875 12.0000
Third Quarter 31.1250 14.6250
Fourth Quarter 47.0000 29.6250
Year Ended 9/30/01
First Quarter 52.6250 40.6875
Second Quarter 57.6500 42.0625
Third Quarter 61.7200 48.3899
Fourth Quarter 70.9499 54.6300

The Company paid its first quarterly dividend, a cash dividend
of $0.025 per share on Common Stock, on December 3, 2001 to
stockholders of record at the close of business on November 19,
2001. The Company anticipates that it will continue to pay
quarterly cash dividends in the future. However, the payment and
amount of future dividends remain within the discretion of the
Company’s board of directors and will depend upon the Company’s
future earnings, financial condition, capital requirements and
other factors.
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Selected Financial Data
On August 29, 2001, AmeriSource and Bergen merged to form the Company. The Merger was accounted for as an acquisition of Bergen

under the purchase method of accounting. Accordingly, the results of operations and the balance sheet information in the table below

reflect only the operating results and financial position of AmeriSource for fiscal years ended September 30, 2000 and prior. The financial

data for the fiscal year ended September 30, 2001, reflects the operating results for the full year of AmeriSource and approximately one

month of Bergen, and the financial position of the combined company. The following table should be read in conjunction with the

Consolidated Financial Statements, including the notes thereto, included elsewhere in this report.

Fiscal year ended September 30, 2000 (5) 1999 () 1998 () 1997 (e) 1996
(amounts in thousands, except per share amounts)
Operating revenue $15,822,635 $11,609,995 $9,760,083  $9,373,482 $8,173,679  $5,806,126
Bulk deliveries to customer
warehouses 368,718 35,026 47,280 129,555 124,956 111,046
Total revenue 16,191,353 11,645,021 9,807,363 9,503,037 8,298,635 5,917,172
Gross profit 700,118 519,581 473,065 461,897 404,136 314,489
Operating expenses 440,742 317,456 314,063 322,966 278,691 213,982
Operating income 259,376 202,125 159,002 138,931 125,445 100,507
Income before extraordinary items 123,796 99,014 70,915 46,030 50,123 43,463
Net income 123,796 99,014 67,466 46,030 48,141 36,221
Earnings per share — diluted:
Income before extraordinary items 2.10 1.90 1.38 .91 1.00 .90
Net income $ 2.10 |$ 190 § 131§ .91 $ 96 § .75
Weighted average common shares
outstanding — diluted 62,807 52,020 51,683 50,713 50,301 48,376
Balance Sheet:
Cash and cash equivalents and
restricted cash $ 297,626 $ 120,818 $ 59,497 $ 90,344 $ 71,551 $ 73,832
Accounts receivable — net 2,142,663 623,961 612,520 509,130 550,824 405,929
Merchandise inventories 5,056,257 1,570,504 1,243,153 954,010 1,046,582 677,173
Property and equipment — net 289,569 64,962 64,384 67,955 70,754 54,850
Total assets 10,291,245 2,458,567 2,060,599 1,726,272 1,798,109 1,236,221
Accounts payable 4,991,884 1,584,133 1,175,619 947,016 1,070,673 749,481
Long-term debt, including
current portion 1,599,763 413,675 559,127 540,327 602,166 443,908
Company-obligated mandatorily
redeemable preferred securities
of subsidiary trust holding
solely debt securities
of the Company 274,616 — — — — —
Stockholders” equity 2,838,564 282,294 166,277 75,355 18,881 (34,856)
Total liabilities and
stockholders’ equity 10,291,245 2,458,567 2,060,599 1,726,272 1,798,109 1,236,221

(a) Includes $8.0 million of merger costs, net of income tax benefit of $5.1 million, $6.8 million of costs related to facility consolidations and employee

severance, net of income tax benefit of $4.1 million, and a $1.7 million reduction in an environmental liability, net of income taxes of $1.0 million.
(b) Includes a $0.7 million reversal of costs related to facility consolidations and employee severance, net of income taxes of $0.4 million.
(c) Includes $9.3 million of costs related to facility consolidations and employee severance, net of income tax benefit of $2.4 million, and $2.7 million
of merger costs, net of income tax benefit of $0.5 million.
(d) Includes $11.2 million of merger costs, net of income tax benefit of $7.2 million, and $5.1 million of costs related to facility consolidations and

employee severance, net of income tax benefit of $3.2 million.
(e) Includes $7.1 million of costs related to facility consolidations and employee severance, net of income tax benefit of $4.5 million.



Stock Listing
AmerisourceBergen
common stock

is listed on The
New York Stock
Exchange. NYSE

ticker symbol: ABC.

corporate information

Shareholder Services

Our transfer agent can help you with a variety of shareholder
services, including:

* Change of address

e Lost stock certificates

e Stock transfer

¢ Account consolidation

You can call our transfer agent toll-free at 800-756-3353 or write to:
Mellon Investor Services

85 Challenger Road

Overpeck Centre

Ridgefield Park, NJ 07760

Or you can e-mail our transfer agent at:
shrrelations@melloninvestor.com

Financial Information

Financial documents, such as our annual report, the Form 10-K

or Form 10-Q, may be obtained by accessing the Company Internet
site at www.amerisourcebergen.net or by calling the Company

at 610-727-7000.

Investor Relations

Shareholders, security analysts, portfolio managers and other
investors desiring further information about the Company should
contact Michael N. Kilpatric, Vice President, Corporate & Investor
Relations at 610-727-7118, or mkilpatric@amerisource.com.

Annual Meeting

AmerisourceBergen shareholders are invited to attend our annual
meeting on February 27, 2002 at 2:00 p.m. at The Westin Philadelphia
Hotel, 99 South 17th Street, Philadelphia, PA 19103-4299.

Independent Auditors
Ernst & Young LLP, Philadelphia, PA
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Charles J. Carpenter
Senior Vice President
& President PharMerica

Steven H. Collis
Senior Vice President & President
AmerisourceBergen Specialty Group

Terrance P. Haas
Senior Vice President, Integration

Brent R. Martini
Senior Vice President & President
AmerisourceBergen Drug Company

Linda M. Burkett
Viice President & Chief Information Officer

Eileen C. Clark
Vlice President, Human Resources

Michael D. DiCandilo
Vice President & Corporate Controller

Michael A. Montevideo
Vice President & Corporate Treasurer

William D. Sprague
Vice President, General Counsel
& Secretary

Vicki L. Bausinger
Assistant Secretary

Arturo Sida
Assistant Secretary
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Board of Directors

J. Lawrence Wilson®®@®

Retired Chairman & Chief Executive
Officer, Rohm and Haas Company

James R. Mellor®®
Chairman of the Board, & Former Chief
Executive Officer, USEC, Inc.

Edward E. Hagenlocker ®©
Retired Vice Chairman, Ford Motor Company

Robert E. Martini®®

Chairman of the Board,
AmerisourceBergen Corporation
Former Chairman & Chief Executive
Officer, Bergen Brunswig Corporation

R. David Yost®

President & Chief Executive Officer,
AmerisourceBergen Corporation

Former Chairman & Chief Executive
Officer, AmeriSource Health Corporation

Rodney H. Brady®®
President & Chief Executive Officer,
Deseret Management Corporation

Richard C. Gozon®
Executive Vice President,
Weyerhaeuser Company

Francis G. Rodgers @
Author & Lecturer. Former Vice President,
Marketing, IBM Corporation

Charles H. Cotros”
Chairman & Chief Executive Officer,
SYSCO Corporation

Jane E. Henney, MD*

Senior Scholar in Residence at the
Association of Academic Health Centers
& Former Commissioner of the Food and
Drug Administration

(1) Governance and Investment Committee

(2) Executive and Finance Committee

(3) Audit and Corporate Responsibility Committee

(4) Compensation and Succession Planning Committee

* Elected in January 2002
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