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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q

(Mark One)

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

For the quarterly period ended July 1, 2017

or

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

For the transition period from to

Commission File Number: 0-27078

HENRY SCHEIN, INC.

(Exact name of registrant as specified in its charter)

Delaware 11-3136595
(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

135 Duryea Road
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Melville, New York
(Address of principal executive offices)
11747

(Zip Code)

(631) 843-5500

(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or
15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes X No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web
site, if any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
during the preceding 12 months (or for such shorter period that the registrant was required to submit and post such
files).

Yes X No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated
filer, smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,”
“accelerated filer,” “smaller reporting company,” and emerging growth company in Rule 12b-2 of the Exchange Act.

Large accelerated filer X_ Accelerated filer
Non-accelerated filer (Do not check if a smaller reporting company) Smaller reporting company ___

Emerging growth company __

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended
transition period for complying with any new or revised financial accounting standards provided pursuant to Section
7(a)(2)(B) of the Securities Act.
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).

Yes

No X

As of August 2, 2017, there were 79,055,985 shares of the registrant’s common stock outstanding.




Edgar Filing: HENRY SCHEIN INC - Form 10-Q

Table of Contents

HENRY SCHEIN, INC.
INDEX

Page
PART I. FINANCIAL INFORMATION

ITEM 1. Consolidated Financial Statements:

Balance Sheets as of July 1. 2017 and December 31.

Statements of Income for the three and six months ended
July 1. 2017 and June 25,

Statements of Comprehensive Income for the three and six months ended
July 1. 2017 and June 25,

Statements of Cash Flows for the six months ended
July 1. 2017 and June 25.

Notes to Consolidated Financial
Y P11 005 01 0TSRRI

Note 1 — Basis of
Yo 0172110 ) 4 TP

Note 2 — Segment




Edgar Filing: HENRY SCHEIN INC - Form 10-Q

Note 4 — Redeemable Noncontrolling
TIEEIESES ..ot ettt et et e a e h e bt bt e n e eneens

Note 5 — Comprehensive
IICOMMIE ..ttt et e e e e et e et e ettt — e aetttat——————————eaetttta————————arons

Note 6 — Fair Value
MEASUTEINEIILS. .....ooevvviieee e ettt e e ettt e e e e e et ettt e eeeeeeseeasa s eesssseeessassanaeesseessssrannnnssseeeenns

Note 7 — Business
ACGUISTEIONS. ¢t eute ettt ettt ettt ettt ettt et eat e et e e bt e s h e e satesabesutesatesbeesaeeshtesutesabesueesueesbtesanesutesasenne,

Note 8 — Plan of
RESIUCTUIIIIZ ..ttt ettt ettt et ettt et e e st e ea bt et e s bt ea bt embeenbeeateenbeembeenbeeneeenee

Note 9 — Earnings Per

Note 11 — Derivatives and Hedging
ALCHVILIES .ttt ettt et ettt ettt et s h et b e e bt e e e bt e bt et e st s bt e ae e aesbesbeemt e nesheeene st bt eatennenres

Note 12 — Stock-Based
COMIPENSATION. ¢+ tettetiertteeiteetterttesttesttesutesbte st eesbeesbeesheesbeenbeesbeesbeesbeesbtesbee bt eabeesbeesbeesbeesbeenbeenbeenbeesbeenuee)

Note 13 — Supplemental Cash Flow
J Fah 0 ) n 00T 1) 4 FRR RO PR RTRRRRRRRRPRRRTRTY

Note 14 —Legal
PLOCEEAINES. ..ttt ettt et b e bt et e bt e bt e s bt e bt e bt e bt e bt e bt e bt e be e bt e be e beenbeens

ITEM 2. Management's Discussion and Analysis of
Financial Condition and Results of

OPEIALIONS. .......cceiiiiiieiiiecieeeiee et e st e st estee s teeestteesteeessseessseessseeasseeasseeessseessseessessssessssessssesesesesses,

Quantitative and Qualitative Disclosures About Market

ITEM 3. 45

Controls and

PIOCEAUIES. ........cooooeiiiiiiiiieeee ettt et et et et e e et e e eeeeeeeeeeeeaeeeaeeeeesesesesesessssssssssssasssnsssssnnssssensnnnns,
ITEM 4. 45
PART II. OTHER INFORMATION

ITEM 1. Legal 46
PrOCEEAINGS. .........oooeiiiiiieiieeeeee ettt e et e et e et e ette e sbeesaseessseeesseeasseeessseeasseessseeansaeanseeansaeesaeennseennns



Edgar Filing: HENRY SCHEIN INC - Form 10-Q

isk
FACLOLS. ...ttt ettt ettt et et e eeeeeeeeeeeeeeeeeeeeeeesesesesesssasasassssssssnsssssssssssassssssaasasassseasaeseseseseseeeeees
ITEM 1A. 47
Unregistered Sales of Equity Securities and Use of
ITEM 2. PrOCEEUS. .....cocoooeiiiiiiiiiiiiie e aaaaaasaeeeeeseseseseesesssesesssessssssssssensssssnsesssssssn D e,
Other
ITEM 5. INFORIMIALION. ... ..ottt ettt ettt et et e et e e et et e e e e e e e eeeeeeeesessesssasssssssnsssssssssssssssssssseeed A8 .o,
EXIUDILS. ... ..ottt ettt ettt et e eeeeeeeeeeeeeeeeeeeeeeeeeeeesasesasasaaaaa e s nssnnnnananesanesanaaaaaaaaateeatarereseeeeeees)
ITEM 6. 49
SEGIALUIE. .......cooiiiiiie ettt et e et e et e et e ette e tbeessseessseeasseaassaeassseessseessseessseeassesanseeasseeassseessseenssesssseessseennsens
50




Edgar Filing: HENRY SCHEIN INC - Form 10-Q

Table of Contents

PART I. FINANCIAL INFORMATION

ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS
HENRY SCHEIN, INC.

CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share data)

ASSETS
Current assets:
Cash and cash equivalents

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
ACCOUNLES PAYADIE ...ttt ettt b e bt e b e bt e s bt e s bt e bt e bt e bt e bt e bt e bt e ab e e bt e bt e bt e b e e bt ebe e bt e bt e beenbeenbeenbeenne
J S F 01 e (=6 LA § 0 =T PR

Current maturities of long-term debt

Accrued expenses:
o)A T0) V=T o Lo I (=] 11 PSS
TAXES .ttt et et e e e ettt e et e et e et e e e e et e e ea e e et e et e et e et et e et e et e e e e e et eaneeaneeaneeaneennes
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TOLAL CUITENT THADIIIEIES ...ttt ettt e et ettt eeeeeeeeeeeeeeeeeeeeeeeeaesesesesesassssssssssssassssssssnssssssssssssssssssssssssasssaneee
Long-term debt

Stockholders' equity:
Preferred stock, $.01 par value, 1,000,000 shares authorized,

NONE OUESTANAINE ....eeutiiieeite ettt ettt ettt ettt et e bt eae e e ae e e aeeeateeabeeabeeateeaeeea et e abeeabeeabeeabeeueeeaeeeabeeabeeabeeabeeateenteeatesabeeane
Common stock, $.01 par value, 240,000,000 shares authorized,

79,194,792 outstanding on July 01, 2017 and

79,402,505 outstanding on December 31, 2016

TOtal StOCKNOIACTS' EQUILY .....veutiruieeiiieiieeite ettt ettt s e b e s bt s bt e sheeshtesbeesb e e e beesbee s bt e sbteebeeabeenbeenbeesbeesbeenbeenbeenses
Total liabilities, redeemable noncontrolling interests and stockholders' equity

See accompanying notes.
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HENRY SCHEIN, INC.
CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except per share data)

(unaudited)

A L AT 1 (SRR
COSE OF SALES vttt et e e et e e e e e e s e reeeeeeeeees

GTOSS PIOTIL 1ttt ettt ettt st et s ittt sa e s it saeesate st e satesatesatesaeeeas

Operating expenses:
Selling, general and administrative

OPETALING INCOIML ...ttt ettt ettt e st sb e e sbtesbtesbtesbeesbeesbeesbeesbeesbeesbeenbeenbeas

Other income (expense):

TNEETESE ITICOIMNE ...ttt ettt she e s bt e bt e bt e sbeesbeesbeesbe e bt enbeenbeenbeen
TILETEST EXPEIISE ..eeeuvvieniiieriiieriiie it ettt ettt ettt e st e st e st e sateeeabeeebeeesbteenbeeesateesaneesaneesnnes

(017= 28 1 1< AT

Income before taxes and equity in earnings

L) Vi 01 D2 (S SR
£ 16200 00 IS 23 (= ST TURRR

Equity in earnings of affiliates
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Net income attributable to Henry Schein, Inc.

Weighted-average common shares outstanding:
BaSIC ettt bttt E e s h e bt SRt e Re et b e Rt e e et b et e b bt ese e b e bt eaeenn e neeaeennen 7
DIHIULEA ..ttt ettt et sttt h ettt s bt bt h et st h e et bt h bt ettt eat bt e bt e e st enes 7
See accompanying notes.
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HENRY SCHEIN, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

(unaudited)

Net income

Other comprehensive income (loss), net of tax:
Foreign currency translation gain

Unrealized gain (loss) from foreign currency hedging

ACTIVITIES oeeeiiieiieiiiieiie ettt oot e oo oot e oo oo e e e ettt e ettt e e e anaaaaaaeaaeaaaaaaaeseaeeeae e e e e e e s e s e s e eeeeeeeeaseseseeeesesesesessssssssssssssasssssssssssssssnessnsnsnnnssnnn

Pension adjustment gain

Comprehensive income attributable to noncontrolling
interests:

I\ LA 11 Telo ) 4 (<RSPPI

Foreign currency translation loss (gain)

Comprehensive income attributable to noncontrolling

INEETESES 1eeiiiiieiee it i i et et e oo e oo et e e e e e et e e e e e e aeensesaaaaaaessaessaaaesaaeeeee e e s e e e e e e e e e e e e eeeeeeeeseeaaeaeeeeeessssesesessssssssssassssssssnnsssssssnsnsnssnnssssnnnne

Comprehensive income attributable to Henry Schein, Inc.

See accompanying notes.
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HENRY SCHEIN, INC.
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
(in thousands, except share and per share data)

(unaudited)

Balance, DECEIMDET 31, 2010 ...uuueueiiieiieeieeieeeee ettt et ettt e et e te ettt et eeeeeeeeeeeeeeseeeeeeeetsssassssssasssassssssssssssssssssssssssssssasesasesseeeseeeeeeeeeeeeeees
Net income (excluding $22,740 attributable to Redeemable

NONCONETOIIINEZ TIEEIESES) ..euvieutieitieiiete ettt ettt ettt e b e bt e bt et e et e e bt e bt e bt e bt e be e beeab e e bt e bt e bt e beeabeeab e e bt e bt enbeesbeesheenbeenbeensens
Foreign currency translation gain (excluding gain of $4,601

attributable to Redeemable nonCONIOIIING INLETESES) ....ecueertiertiirtieitientient ettt sttt ettt et esbeesbeesbtesbtesbeesbeesbeesbeesbeesaeesbeesbeesaees
Unrealized loss from foreign currency hedging activities,

NEt OF tAX DENETIL OF $OG......ooeeeeiiieee ettt ettt ettt et e st et e et et e st e st et e e s et enseneeseese s enseneeseesessensenseneenenes
Pension adjustment gain, net of tax benefit Of $332.......c.cvciiiiiiieieee ettt ene e,

D)1 16 13116 L o2 U« S SO S PR STUUURUSO
OhET AAJUSTINEIILS ...c.eietiitietiet ettt ettt ettt et e et e et e e bt e a bt et e eabeeabeeabeea bt eabeea bt eateeabeeabesabeem bt ea bt eateeabeeabeeabeemteeaeeemteenbeeatesaneeanas
Change in fair value of redeemable SECUTTLIES ........cotiiiiiiiiiiiieiiete ettt ettt et e st e sb e e bt e be e bt e s bt e sbeesbeesbeenbeenbeenbeeneee.
Repurchase and retirement of COMMON STOCK .......coouiiiiiiiiiiiiieee ettt et et sttt ettt e e e eatesateeabeeaee s
Stock issued upon exercise of stock options,

INCIUAING tAX DENETIL OF $BAT ...ttt ettt et et et e st et e e se s e e e st e s e et e senseseeseesessensenteneesensensenseneenen
Stock-based COMPENSALION EXPEIISE .....ccuveeuriruiirtirieeie et et et et etteeateeateeateeaeesatesateeatesabeeaeeeaeesaeesaeessbesateeatesaeesbeesheesubesaeesueesmeesaeenae,
Shares Withheld fOr PAYTOLL LAXES ....c.eerutirtiiiieiieiie ettt ettt et e bt e bt e bt e sb e e bt e bt e bt e bt et e e bt e bt e bt e bt e beenbeebeebeebeenben
Liability for cash settlement of stock-based compensation

AWATAS. ¢ttt ettt ettt et et et e e et et e st e a e e st et e s bt e ae e b e e bt s bt st e st b e eat e et h e a e e R e RS h e a e e R s e Rt eh e ea e b bt e aeea b e bt e bt e e s e et sh e eue e nenresreeanenenn
Transfer of charges in €XCESS OF CAPILAL ....c...iiiiiiiiiee ettt ettt et st sttt et e et e saeesateeateeabesaee

Balance, JULY O1, 2017 ..ooeeeiiieeiieeee ettt ettt e st e et e s teeesteeassteessseessseessseessseeassaeassseassseensssensseenssaeasseeansseanseeansseensseessseenssennns
See accompanying notes.
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HENRY SCHEIN, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)

Cash flows from operating activities:
INEE INCOMIE ..onveveireitenteeitet ettt ettt sttt ettt ettt s aeest et e bt et et e s bt ebeems e bt s bt es e e bt e bt e et e e e ab e e atemne s bt sheeme et e sheebeemt e bt eatemnenaesueemnennesreemaenne
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation and amortization
Stock-based COMPENSALION EXPEIISE .....ceuveruriruieriierieriieetteetteettesttesttesttesutesutesbeesbeesbeesbeesbeesbeesbeesbeesbeesheeabeenbeenbeenbeenbeenbeenbeenbeenseenne,
Provision for losses on trade and other accounts receivable

Equity in €arnings Of @ffilIALES .......ccc.eiuiiiiiiie ettt ettt et et et ettt et e e ettt et et
Distributions from eqUity affilIAES ........cceeiiiiiiiiiiiie ettt et sttt et st st ettt saeesaee st

Changes in operating assets and liabilities, net of acquisitions:
ACCOUNLS TECEIVADIE ...ttt ettt st e b e s bt et b e s bt eae et e s bt et ess e s bt sbe e st e b e sbeeaeenaennesatenneneen
IIIVEIILOTIES ..veeventetieiietete ettt st ettt e h et bt e at e e s a e s ae et e bt s bt eae e st e bt eaeeat e bt s bt eae et e sheeme e s e bt saeenn et e eueennenenres
OFNET CUITEIIE ASSELS ...viuveeutenritirieeterterieetete st ettet et ete et e st e st e est et e she e bt emt e bt sbeema et e e bt eesessesaesueems e besheeseens e bt eutensensesueennentesaeennens
Accounts payable and ACCTUEA EXPEIISES .....cc.verurirtirierierieete ettt ettt siteeate et e e et satesatesateeatesatesateeatesatesatesabeeabesaeeeateeatesatesaseeatas
Net cash provided by operating activities

Cash flows from investing activities:
PUICRASES OF fIXEA ASSELS ....uviiutiiuiiiieeie ettt ettt ettt et et e e et e at e ea b e eateeab e eat e e aeeeae e e ateeabeeabesateeaeesateshbesabesutesmeesaeeas

Payments for equity investments and business
acquisitions, NEt OF CASN ACUITEA .......eeiuiiiuiiiiiie ettt sb e st sht e s bt e s bt e s bt e s bt e shee s bt e sbeesbeesbtesbeesbeesbeesatesaeeeaeas
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Net cash used in investing activities

Cash flows from financing activities:
Proceeds from (repayments of) bank borrowings

See accompanying notes.
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HENRY SCHEIN, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share data)

(unaudited)

Note 1 — Basis of Presentation

Our consolidated financial statements include our accounts, as well as those of our wholly-owned and majority-owned
subsidiaries. Certain prior period amounts have been reclassified to conform to the current period presentation.

Our accompanying unaudited consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States (“U.S. GAAP”) for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information
and footnote disclosures required by U.S. GAAP for complete financial statements.

The consolidated financial statements reflect all adjustments considered necessary for a fair presentation of the
consolidated results of operations and financial position for the interim periods presented. All such adjustments are of
a normal recurring nature. These unaudited interim consolidated financial statements should be read in conjunction
with the audited consolidated financial statements and notes to the consolidated financial statements contained in our
Annual Report on Form 10-K for the year ended December 31, 2016.

The preparation of financial statements in conformity with U.S. GAAP requires us to make estimates and assumptions
that affect the reported amounts of assets and liabilities, and disclosure of contingent assets and liabilities, at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates. The results of operations for the six months ended July 1, 2017 are not
necessarily indicative of the results to be expected for any other interim period or for the year ending December 30,
2017.

Note 2 — Segment Data

We conduct our business through two reportable segments: (i) health care distribution and (ii) technology and

value-added services. These segments offer different products and services to the same customer base.

16
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The health care distribution reportable segment aggregates our global dental, animal health and medical operating
segments. This segment distributes consumable products, small equipment, laboratory products, large equipment,
equipment repair services, branded and generic pharmaceuticals, vaccines, surgical products, diagnostic tests,
infection-control products and vitamins. Our global dental group serves office-based dental practitioners, dental
laboratories, schools and other institutions. Our global animal health group serves animal health practices and
clinics. Our global medical group serves office-based medical practitioners, ambulatory surgery centers, other
alternate-care settings and other institutions. Our global dental, animal health and medical groups serve practitioners
in 32 countries worldwide.

Our global technology and value-added services group provides software, technology and other value-added services
to health care practitioners. Our technology group offerings include practice management software systems for dental
and medical practitioners and animal health clinics. Our value-added practice solutions include financial services on a
non-recourse basis, e-services, continuing education services for practitioners, consulting and other services.

17
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HENRY SCHEIN, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share data)

(unaudited)

The following tables present information about our reportable and operating segments:

Net Sales:
Health care distribution (1):
| D155 3171 RO
FaN o100 0T 1 B 0T | L1 o AR URRRRRRRRPRR
B (T e OO PPRRRRRRNE
Total health CAre dISTITDULION ........ooeeiiiiiiiiiee e e ettt e e e e e e e e e e eeeaareeeeeeeeesaaaeeeeeeeenataneeeessesssseeesesseannasseeseseeansrennes
Technology and value-added services

(1) Consists of consumable products, small equipment, laboratory products, large equipment, equipment repair services, brar
generic pharmaceuticals, vaccines, surgical products, diagnostic tests, infection-control products and vitamins.

(2) Consists of practice management software and other value-added products, which are distributed primarily to health care

and financial services on a non-recourse basis, e-services, continuing education services for practitioners, consulting and
services.

Operating Income:
Health care distribution

Note 3 -Debt

18
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Bank Credit Lines

On April 18, 2017, we entered into a new $750 million revolving agreement (the “Credit Agreement”). This facility,
which matures in April 2022, replaced our $500 million revolving credit facility, which was scheduled to mature in
September 2019. The interest rate is based on the USD LIBOR plus a spread based on our leverage ratio at the end of
each financial reporting quarter. The Credit Agreement provides, among other things, that we are required to maintain
maximum leverage ratios, and contains customary representations, warranties and affirmative covenants. The Credit
Agreement also contains customary negative covenants, subject to negotiated exceptions on liens, indebtedness,
significant corporate changes (including mergers), dispositions and certain restrictive agreements. As of July 1, 2017
and December 31, 2016, the borrowings on this revolving credit facility and the prior credit facility were $175.0
million and $65.0 million, respectively. As of July 1, 2017 and December 31, 2016, there were $12.7 million and
$13.0 million of letters of credit, respectively, provided to third parties under the credit facility and the prior credit
facility.

As of July 1, 2017 and December 31, 2016, we had various other short-term bank credit lines available, of which
$402.5 million and $372.5 million, respectively, were outstanding. At July 1, 2017 and December 31, 2016,
borrowings under all of our credit lines had a weighted average interest rate of 1.98% and 1.61%, respectively.

19
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HENRY SCHEIN, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share data)

(unaudited)

Private Placement Facilities

On September 22, 2014, we increased our available private placement facilities with three insurance companies to a
total facility amount of $975 million, and extended the expiration date to September 22, 2017. These facilities are
available on an uncommitted basis at fixed rate economic terms to be agreed upon at the time of issuance, from time
to time through September 22, 2017. The facilities allow us to issue senior promissory notes to the lenders at a fixed
rate based on an agreed upon spread over applicable treasury notes at the time of issuance. The term of each possible
issuance will be selected by us and can range from five to 15 years (with an average life no longer than 12 years). The
proceeds of any issuances under the facilities will be used for general corporate purposes, including working capital
and capital expenditures, to refinance existing indebtedness and/or to fund potential acquisitions. The agreements
provide, among other things, that we maintain certain maximum leverage ratios, and contain restrictions relating to
subsidiary indebtedness, liens, affiliate transactions, disposal of assets and certain changes in ownership. These
facilities contain make-whole provisions in the event that we pay off the facilities prior to the applicable due dates.

The components of our private placement facility borrowings as of July 1, 2017 are presented in the following table
(in thousands):

Amount of

Borrowing Borrowing
Date of Borrowing Outstanding Rate Due Date
September 2, 2010 $ 100,000 3.79 %  September 2, 2020
January 20, 2012 50,000 3.45 January 20, 2024
January 20, 2012 (1) 35,714 3.09 January 20, 2022
December 24, 2012 50,000 3.00 December 24, 2024
June 2, 2014 100,000 3.19 June 2, 2021
June 16, 2017 100,000 3.42 June 16, 2027

$ 435,714

(1) Annual repayments of approximately $7.1 million for this borrowing commenced on January 20, 2016.

U.S. Trade Accounts Receivable Securitization

20
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We have a facility agreement with a bank, as agent, based on the securitization of our U.S. trade accounts receivable
that is structured as an asset-backed securitization program with pricing committed for up to three years. On June 1,
2016, we extended the expiration date of this facility agreement to April 29, 2019 and increased the purchase limit
under the facility from $300 million to $350 million. On July 6, 2017, we extended the expiration date of this facility
agreement to April 29, 2020. The borrowings outstanding under this securitization facility were $349.6 million and
$350.0 million as of July 1, 2017 and December 31, 2016, respectively. AtJuly 1, 2017, the interest rate on
borrowings under this facility was based on the asset-backed commercial paper rate of 125 basis points plus 75 basis
points, for a combined rate of 2.00%. At December 31, 2016, the interest rate on borrowings under this facility was
based on the asset-backed commercial paper rate of 101 basis points plus 75 basis points, for a combined rate of
1.76%.

We are required to pay a commitment fee of 30 basis points on the daily balance of the unused portion of the facility if
our usage is greater than or equal to 50% of the facility limit or a commitment fee of 35 basis points on the daily
balance of the unused portion of the facility if our usage is less than 50% of the facility limit.

Borrowings under this facility are presented as a component of Long-term debt within our consolidated balance sheet.

10
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HENRY SCHEIN, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share data)

(unaudited)

Long-term debt

Long-term debt consisted of the following:

Jul
20
Private placement facilities
........................................................................................................................................................... $4
U.S. trade accounts receivable securitization
.................................................................................................................................... 3

Note payable to bank at a weighted-average interest rate of
21.37% at December 31,

Various collateralized and uncollateralized loans payable with
interest, in varying installments through 2021 at interest rates
ranging from 2.56% to 12.90% at July 1, 2017 and
ranging from 2.56% to 12.90% at December 31,

Capital lease obligations payable through 2029 with interest rates
ranging from 0.84% to 19.79% at July 1, 2017 and
ranging from 1.38% to 19.15% at December 31, 2016

........................................................................................................................ 5
] 7: 1 TN 8
Less current maturities
................................................................................................................................................................ (

TOtAl LONZ-TEIMM AEDE .....eviienieeietietieteee ettt ettt et et et et eae st e e e s e et e et e senee st ese et e sse s eseeseeseesesseneeseeseasensenseneeneesens $8

Note 4 — Redeemable Noncontrolling Interests
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Some minority shareholders in certain of our subsidiaries have the right, at certain times, to require us to acquire their
ownership interest in those entities at fair value. Accounting Standards Codification (“ASC”) Topic 480-10 is
applicable for noncontrolling interests where we are or may be required to purchase all or a portion of the outstanding
interest in a consolidated subsidiary from the noncontrolling interest holder under the terms of a put option contained
in contractual agreements. The components of the change in the Redeemable noncontrolling interests for the six
months ended July 1, 2017 and the year ended December 31, 2016 are presented in the following table:

Balance, beginning Of PEIIOM ......c..eeiuiiiiiiiiiiee ettt ettt st et e s bt e sbe e shteshtesatesat e e bt e sbe e shtesatesatesateeneas

Decrease in redeemable noncontrolling interests due to

TEAGTIPLIONS ...ttt ettt ettt et et e bt et e bt et e ea bt et e eabe e bt ea bt eabeeabeea bt ea bt ea bt eabeea bt embe e bt ea bt e bt en bt enbeenbeenbe e bt enbe e beenbeenbeens
Increase in redeemable noncontrolling interests due to business

ACQUISTEIONS. 1.ttt ettt ettt ettt ettt et e et e ettt e bt e sheesh b e shtesaeeeu e e ebtesheesa e e sateeuteeaeeebeesheeshbeshteeaeeeueeebeesbeesatesatesuteeutesueesbeesatesateens
Net income attributable to redeemable noncontrolling interests
DiIVIAENdS dECLATEA .......eouveiiriiiiieiiieeieet ettt ettt ettt et e b e s h e b e bt e aeese et ae e e e b e bt et b r e sheenn bt sreeneenee
Effect of foreign currency translation gain (loss) attributable to

redeemable NONCONIIOIIING INLETESES ......cecueirtierteiitieiiete ettt ettt et et e et e et e e bt e bt e bt e bt e bt e bt e bt e bt e beesbeenbeenbeebeenbeenbeenbeens

Change in fair value of redeemable securities

Changes in the estimated redemption amounts of the noncontrolling interests subject to put options are adjusted at
each reporting period with a corresponding adjustment to Additional paid-in capital. Future reductions in the carrying
amounts are subject to a floor amount that is equal to the fair value of the redeemable noncontrolling interests at the
time they were originally recorded. The recorded value of the redeemable noncontrolling interests cannot go below
the floor level. These adjustments do not impact the calculation of earnings per share.

11
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Note 5 — Comprehensive Income

Comprehensive income includes certain gains and losses that, under U.S. GAAP, are excluded from net income as
such amounts are recorded directly as an adjustment to stockholders’ equity. Our comprehensive income is primarily
comprised of net income, foreign currency translation gain (loss), unrealized gain (loss) on foreign currency hedging
activities, unrealized investment gain (loss) and pension adjustment gain (loss).

The following table summarizes our Accumulated other comprehensive loss, net of applicable taxes as of:

D
July 1, 3
2017 2
Attributable to Redeemable noncontrolling interests:
Foreign currency translation adjuStmeEnt ..........c.ccevieiiiiiirieiienie ettt ettt et sttt e sbe et e e e $(8,424)  $
Attributable to noncontrolling interests:
Foreign currency translation adjuStment ..........c.ccovieiiiiiiiieiienie ettt sttt ettt ettt e esbe e bt e $71 $

Attributable to Henry Schein, Inc.:
Foreign currency translation lOSS ..........ooiiiiiiiiiiiiieiie ettt sttt st st sttt $(186,747) $
Unrealized loss from foreign currency hedging activities

........................................................................................... (1,293) {
Pension adjuStMENt LOSS .......co.ueiiiiiiiiiiieiete ettt sttt et be e st sttt st sae e et st (21,486)
Accumulated other COMPreheNSIVE LOSS .....c..eiiiiiiiiiiiiiee ettt et ettt et $(209,526) $

Total Accumulated other comprehensive loss
............................................................................................................ $(217,879) $

The following table summarizes the components of comprehensive income, net of applicable taxes as follows:
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INEE ITICOIMIE .ottt ettt ettt e e e e e e e e e e e e e e eeeeeeeeaeeseeaeeeaesesesesasasasassssssssssssssssssssnssssssessssssasssassssaeseaeseseseneseseseeeeeeeens

Foreign currency translation Zain (J0SS)......cooueirueirteeiiiiieieee ettt ettt ettt e b et e bt et et e e bt e bt e bt e bt e b e e beenbe e bt e be e beebean
TAX EFECE ..ottt ettt et bttt b e s bt et e bt b e e he e et bt bt e a e nh et n e bt e he e saeeaeenee
Foreign currency translation Zain (JOSS) .....ceo.eirueirueeriierieeieee ettt ettt ettt e sb et et et e et e e bt e bt e bt e bt e bt e be e bt e bt e be e beebean

Unrealized gain (loss) from foreign currency hedging

ACTIVILIES .evventiieeieetiie ettt ettt ettt et s h ettt b e eut et e bt e bt ea et e s et e ae e a e bt s bt ese e a e e bt eaeeaa e st e bt e et e et eh e e a e e n e bt eue et e b e ereeane e nne
TAX EFFECE ..ttt ettt et et bttt b e bt ettt b e e a e e et e b e e e a e sh et b e bt bt e e sheeaeenee
Unrealized gain (loss) from foreign currency hedging

ACTIVILIES .evveutiiieieetiie ettt ettt ettt ettt s bt ettt b e ebt et e bt e bt et et e sh e e aeesb e bt s bt eae e st e bt eae e et st e bt e et e et e h e ea e e n e Rt ehe et e b ereeanenne e

Pension adjustment SN (LOSS).......eeueiueiteriieie ettt ettt ettt ettt et et e bttt et e et e e bt et et e et e e bt et e et et e bt et e ete e te e
TAX CETECE ..vviieiiiee ettt ettt e e ettt e e ette e e eettaee e e taeeeeaasseeaeassaeaeasseaeeassbeeeansraseeanbbaeeansreeeeanbsaeeenareeeennraeeeanareas
Pension adjustment SN (LOSS).......eeueiuerterieeiete ettt ettt ettt ettt et et e bt et e et e et e e bt et e bt et e e bt et e et e bt e bt et e ete e beeaee
COMPIENENSIVE TNICOMIE ...cutiitietieitietiettet ettt ettt sb e et et e e bt e bt e bt e bt e bt e bt et e e bt eabeea bt eabeembeeateenbeembeembeeabeembeentesabeenteennes
12
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During the three months ended July 1, 2017 and June 25, 2016, we recognized, as a component of our
comprehensive income, a foreign currency translation gain (loss) of $72.8 million and $(5.6) million, respectively, due
to changes in foreign exchange rates from the beginning of the period to the end of the period. During the six months
ended July 1, 2017 and June 25, 2016, we recognized, as a component of our comprehensive income, a foreign
currency translation gain of $114.3 million and $4.4 million, respectively, due to changes in foreign exchange rates
from the beginning of the period to the end of the period. Our financial statements are denominated in the U.S. Dollar
currency. Fluctuations in the value of foreign currencies as compared to the U.S. Dollar may have a significant
impact on our comprehensive income (loss). The foreign currency translation loss during the three and six months
ended July 1, 2017 and June 25, 2016 was impacted by changes in foreign currency exchange rates as follows:

Currency

20§ o J TR ETRRRTPRON
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Currency 20

| 211 o U
$6

British Pound

............................................................................................................................................................................... 1

Australian Dollar

.......................................................................................................................................................................... 1

Canadian Dollar

............................................................................................................................................................................ 4

Polish Zloty

................................................................................................................................................................................. 6

Swiss Franc

................................................................................................................................................................................. 4

Brazilian

T | RN (

All other currencies

o171 LTS TR PR $1
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The following table summarizes our total comprehensive income, net of applicable taxes, as follows:

Three M
Ended
July 1,
2017
Comprehensive income attributable to
HENTY SCREIN, INC. ..oviiiiiiieictieeeeceeeeet ettt ettt ettt et et ae e eseete et et essessese b e se s esseseete b essessesseseesenseneas $208,34
Comprehensive income attributable to
NONCONITOIIING TMEEIESES ...euviitietieitietietterte ettt ettt sh e e b e sb e b e e s bt e sbeesb e e sb e e bt e beesbeesbeesbe e bt e bt esbeenbeesbeesbeenbeenaes 276
Comprehensive income attributable to
Redeemable NONCONIIOIING TNIETESES .....cc.tertiertiirieitieitiet ettt ettt e bt et et e e bt e bt e bt e bt e bt et e e beebe e be e bt enbeenseenteens 14,58
COMPIENEINSTVE TMCOIMIC ...ueiuvieuieieteeteeieteett et erte et e et e et es e e teee et e esten s e et eseestenseaseeneenseeseeseensanseeseentenseeseeneenseseeneensensenses $223,2(

Note 6 Fair Value Measurements

ASC Topic 820 “Fair Value Measurements and Disclosures” (“ASC Topic 820”) provides a framework for measuring fair
value in generally accepted accounting principles.

ASC Topic 820 defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. ASC Topic 820 establishes a fair value
hierarchy that distinguishes between (1) market participant assumptions developed based on market data obtained
from independent sources (observable inputs) and (2) an entity’s own assumptions about market participant
assumptions developed based on the best information available in the circumstances (unobservable inputs).

The fair value hierarchy consists of three broad levels, which gives the highest priority to unadjusted quoted prices in
active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). The
three levels of the fair value hierarchy under ASC Topic 820 are described as follows:
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* Level 1— Unadjusted quoted prices in active markets for identical assets or liabilities that are accessible at the
measurement date.

* Level 2— Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly or indirectly. Level 2 inputs include: quoted prices for similar assets or liabilities in active markets; quoted
prices for identical or similar assets or liabilities in markets that are not active; inputs other than quoted prices that are
observable for the asset or liability; and inputs that are derived principally from or corroborated by observable market
data by correlation or other means.

* Level 3— Inputs that are unobservable for the asset or liability.

The following section describes the valuation methodologies that we used to measure different financial instruments at
fair value.

Investments and notes receivable

There are no quoted market prices available for investments in unconsolidated affiliates and notes receivable;
however, we believe the carrying amounts are a reasonable estimate of fair value.

14
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Debt

The fair value of our debt as of July 1, 2017 and December 31, 2016 was estimated at $1,402.3 million and $1,218.9
million, respectively. Factors that we considered when estimating the fair value of our debt include market
conditions, prepayment and make-whole provisions, liquidity levels in the private placement market, variability in
pricing from multiple lenders and term of debt.

Derivative contracts

Derivative contracts are valued using quoted market prices and significant other observable and unobservable
inputs. We use derivative instruments to minimize our exposure to fluctuations in foreign currency exchange
rates. Our derivative instruments primarily include foreign currency forward agreements related to intercompany
loans and certain forecasted inventory purchase commitments with suppliers.

The fair values for the majority of our foreign currency derivative contracts are obtained by comparing our contract
rate to a published forward price of the underlying market rates, which is based on market rates for comparable
transactions and are classified within Level 2 of the fair value hierarchy.

Redeemable noncontrolling interests

Some minority shareholders in certain of our subsidiaries have the right, at certain times, to require us to acquire their
ownership interest in those entities at fair value based on third-party valuations. The primary factor affecting the

future value of redeemable noncontrolling interests is expected earnings and, if such earnings are not achieved, the
value of the redeemable noncontrolling interests might be impacted. The noncontrolling interests subject to put

options are adjusted to their estimated redemption amounts each reporting period with a corresponding adjustment to
Additional paid-in capital. Future reductions in the carrying amounts are subject to a “floor” amount that is equal to the
fair value of the redeemable noncontrolling interests at the time they were originally recorded. The recorded value of
the redeemable noncontrolling interests cannot go below the floor level. These adjustments do not impact the
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calculation of earnings per share. The values for Redeemable noncontrolling interests are classified within Level 3 of
the fair value hierarchy. The details of the changes in Redeemable noncontrolling interests are presented in Note 4.

The following table presents our assets and liabilities that are measured and recognized at fair value on a recurring
basis classified under the appropriate level of the fair value hierarchy as of July 1, 2017 and December 31, 2016:

15
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Assets:
DIEITVALIVE COMNTIACES ..iiiiiiiieieieieeeeee e e teeaeaeeaaaaeeeeeaeaeaeeeeeeeseeeeeeeeeeeeeeeeseeeeseseseseeeesesesesessssssssssssssasssssssnssssssssssssnsnsnnnssnsnsns

] 721 T L RN

Liabilities:
DIEITVALIVE COMNTIACES ..oiiiiiiiieieieeeeee et aeaeeeaaaeeeeeaeaeaeeeeeeeseeeeeeeeeeeeeeeeeeeeeeeseseeeeeesesesesesesessssssssssasssssssssssssssssssssnsssnssssnsns

TOLAL THADILIEIES ...coiiiieieieie et e et ettt e et e e et e e e e e eeeeeeeeeeeaeeeaeseeeeaesesesesssesessssssssssssssssssnsssssssnsssssnssnsnssssnns

Redeemable noncontrolling interests

Assets:
DIEITVALIVE COMNTIACES .oiiiiiiiieieeeeeeee e e e eeaeaeeeaaaeaeeeaeaeaeeeeeeeeeeeeeeeeeeeeeeeeeeeeesaseseeeeeesesesesesssessssssssssasssssssssssssssssnsssnsnsnssnnnsns

] 721 BT L RN

Liabilities:
DIEITVALIVE COMNTIACES .oiiiiiiiieiieeeeeee et eaaaaaaaeaeaeaeaeaeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaeeseeeeaesesesesesssessssssssssassssssnssssssssssnsnsssnsnssssnnns

TOLAL THADILIEIES ...coiiiieieieie et e et ettt e et e e et e e e e e eeeeeeeeeeeaeeeaeseeeeaesesesesssesessssssssssssssssssnsssssssnsssssnssnsnssssnns

Redeemable noncontrolling interests

Note 7 — Business Acquisitions

Acquisitions

32
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The operating results of all acquisitions are reflected in our financial statements from their respective acquisition
dates.

We did not complete any material acquisitions during the six months ended July 1, 2017.

Some prior owners of acquired subsidiaries are eligible to receive additional purchase price cash consideration if
certain financial targets are met. We have accrued liabilities for the estimated fair value of additional purchase price
consideration at the time of the acquisition. Any adjustments to these accrual amounts are recorded in our
consolidated statements of income. For the six months ended July 1, 2017 and June 25, 2016, there were no material
adjustments recorded in our consolidated statement of income relating to changes in estimated contingent purchase
price liabilities.

16
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Note 8 Plan of Restructuring

On November 6, 2014, we announced a corporate initiative to rationalize our operations and provide expense
efficiencies, which was expected to be completed by the end of fiscal 2015. This initiative originally planned for the
elimination of approximately 2% to 3% of our workforce and the closing of certain facilities. We subsequently
announced our plan to extend these restructuring activities through the end of 2016 to further implement cost-savings
initiatives, which ultimately resulted in the elimination of approximately 900 positions, representing 4% of our
workforce. We recorded restructuring costs of $34.9 million pre-tax in fiscal 2015 and $45.9 million pre-tax in fiscal
2016. Our restructuring activities are complete and we do not expect to report any such charges in 2017.

During the six months ended June 25, 2016, we recorded restructuring costs of $24.4 million. The costs associated
with this restructuring are included in a separate line item, “Restructuring costs” within our consolidated statements of
income.

The following table shows the amounts expensed and paid for restructuring costs that were incurred during the six
months ended July 1, 2017 and during our 2016 fiscal year and the remaining accrued balance of restructuring costs as
of July 1, 2017, which is included in Accrued expenses: Other and Other liabilities within our consolidated balance
sheet:

Balance, December 26, 2015

34
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Provision

The following table shows, by reportable segment, the amounts expensed and paid for restructuring costs that were
incurred during the six months ended July 1, 2017 and the 2016 fiscal year and the remaining accrued balance of
restructuring costs as of July 1, 2017:

Technology
and
Health
Care Value-Added
Distribution Services Total
Balance, December 26, 2015
$12,062 $3 $12,065
Provision
44,082 1,809 45,891

(30,906) (1,347) (32,253)

$25,238 $ 465 $25,703
Provision
Payments
(16,905) (254) (17,159)
Balance, July 01, 2017
$8,333 $ 211 $8,544
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Note 9 —
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