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ASSETS

Current assets
Cash and cash equival ents
Accounts receivable | ess all owances of $5, 151

I nventories
Statutory deposits

O her

O her

Tot al

i nvestment s
Properties and equi pnent,

PART I .

Iltem 1.

FI NANCI AL | NFORVATI ON

Fi nanci al

St at enent s

CHEMED CORPORATI ON AND SUBSI DI ARY COMPANI ES
UNAUDI TED CONSCLI DATED BALANCE SHEET

(in thousands except share and per share data)

(2000 - $5, 137)

current assets
current assets

at cost

| ess accunul at ed

depreci ati on of $69,101 (2000 - $64, 757)
Identifiable intangible assets |ess accumul ated
anortization of $8,335 (2000 - $7, 749)

Goodwi | |
(2000 -
O her

$31, 524)

assets

Tot al

LI ABI LI TI ES

Current

liabilities

Account s payabl e

Asset s

Current portion of |ong-term debt
I ncone taxes
Deferred contract revenue
QG her current liabilities
Total current liabilities
Long-t erm debt
OGher liabilities
Total Liabilities

| ess accunul ated anortizati on of $35, 181

MANDATCRI LY REDEEMABLE CONVERTI BLE PREFERRED
SECURI TI ES OF THE CHEMED CAPI TAL TRUST

STOCKHOLDERS' EQUI TY
Preferred stock-authorized 700,000 shares w t hout par

val ue;
st ock- aut hori zed 15, 000, 000 shares $1 par
i ssued 13,437,781 (2000 -

Capi t al

none i ss

Pai d-in capital
Ret ai ned ear ni ngs

ued

13, 317,906) shares

Treasury stock-3, 605, 904(2000 - 3,467,753) shares, at cost
Unear ned conpensati on
Def erred conpensation payable in conpany stock
Accurul at ed ot her conprehensi ve i ncone
Not es receivable for shares sold

Total Stockhol ders' Equity

Total Liabilities and Stockhol ders' Equity

See acconpanying notes to unaudited financial
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Sept enber 30,

2001

$ 20, 147

51, 292
11, 231
13, 293
17,947
113,910

35, 331
69, 459
10, 954

165, 684
24,062
$ 419,400

$ 10,904
11, 373
10, 571
22,816
46, 248

101, 912

58, 088
26, 951
186, 951

14, 520

13, 438
166, 436
156, 690

(110, 386)
(12, 264)
3, 270
2,227
(1, 482)
217,929

$ 419,400

st at enent s.

Decenber 31,

2000

$ 10,280

54,571
10, 503
14, 046

17,070

106, 470
37, 099
75,177
11, 633

169, 083

21,913

$ 421,375

$ 11,102
14, 376
11, 862
24,973

44, 629

106, 942
58, 391

27,637

192, 970

14, 641

13, 318
162, 618
153, 909

(105, 249)
(16, 683)
5, 500

3, 237

(2, 886)
213,764

$ 421,375



CHEMED CORPORATI ON AND SUBSI DI ARY COVPANI ES
UNAUDI TED CONSCOLI DATED STATEMENT OF | NCOMVE
(in thousands except per share data)

Three Mont hs Ended
Sept enber 30,

2001 2000
Conti nui ng Qperations
Servi ce revenues and sal es $117,498  $121, 652
Cost of services provided and
cost of goods sold 71,781 72,913
Selling and marketing expenses 11, 583 13,117
General and adm nistrative
expenses 24,504 23,946
Depr eci ati on 4,031 3,728
O her charges 4,031 -
Total costs and expenses 115,930 113,704
I ncone from operations 1,568 7,948
I nterest expense (1,373) (1, 664)
Di stributions on preferred
securities (275) (282)
O her incone, net 165 1,916
I ncome before incone taxes 85 7,918
I ncome taxes 7 (3,210)
I ncone from continuing operations 92 4,708
Di sconti nued operations - (73)
Net | ncome $ 92 $ 4,635
Ear ni ngs Per Common Share
I ncone from continuing operations $ .01 % .48
Net income $ .01 % . 48
Aver age nunber of shares
out st andi ng 9, 690 9,742
Di | uted Earni ngs per Conmon Shares
I ncone from continuing operations $ .01 % .48
Net income $ .01 % 47
Aver age nunber of shares
out st andi ng 9, 798 10, 253
Cash Dividends Paid Per Share .11 10
See acconpanyi ng notes to unaudited financi al
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Ni ne Mont hs Ended
Sept enber 30,

2001 2000
$359, 487 $363, 995
218,661 220, 144
33, 836 35,171
75, 476 72,926
12, 058 11, 254
4,031 -
344,062 339,495
15, 425 24, 500
(4,325)  (5,233)
(830) (856)
2,769 7.104
13, 039 25, 515
(5,003) _ (9,902)
8, 036 15, 613
(1,973) 37
$ 6,063 $ 15 650
$ .83 $ 1.58
$ 62 $ 1.59
9,721 9, 867
$ .82 $ 1.57
$ 62 $ 1.57
9, 850 10, 319
_33 _30

stat enent s.



CHEMED CORPORATI ON AND SUBSI DI ARY COVPANI ES
UNAUDI TED CONSOLI DATED STATEMENT OF CASH FLOWAS

(i n thousands)

Cash Fl ows From Operating Activities
Net incomne
Adj ustnments to reconcile net income to net cash
provi ded by operating activities:
Depreci ati on and anortization
Di sconti nued operations
Provi sion for uncollectible accounts receivable
Gains on sale of investnents
Provi sion for deferred incone taxes
Changes in operating assets and liabilities,
excl udi ng anounts acquired in business conbi nations
(I'ncrease)/ decrease in accounts receivable
Increase in inventories
(I'ncrease)/decrease in statutory deposits
Increase in other current assets
I ncrease/ (decrease) in accounts payable, deferred
contract revenue and other current liabilities
I ncrease in income taxes
O her - net

Net cash provided by continuing operations
Net cash used by di scontinued operations
Net cash provided by operating activities

Cash Fl ows FromInvesting Activities
Capital expenditures
Proceeds from sale of property and equi prent
Net outflows from di sconti nued operations
Busi ness conbi nati ons--net of cash acquired
Proceeds fromsale of investnments
O her - net

Net cash used by investing activities

Cash Fl ows From Fi nancing Activities
Repaynent of |ong-term debt
Di vi dends paid
Purchase of treasury stock
O her - net

Net cash used by financing activities
I ncrease/ (Decrease) In Cash And Cash Equival ents

Cash and cash equi val ents at begi nning of period
Cash and cash equival ents at end of period

Ni ne Mont hs Ended
Sept enber 30,

2001 2000*

$ 6,063 $ 15,650
18, 162 17, 394
1,973 (37)
1,921 1,137
(993) (2, 662)
(11) 1, 225
(129) 361
(728) (994)
753 (361)
(1, 048) (3, 794)
1,020 (327)
179 3, 537
1,390 914
28, 552 32, 043
(55) (144)

28, 497 31, 899
(11,272) (13, 128)
3, 520 310
(3, 190) (2, 804)
(2,020) (12, 495)
1,377 3,424
66 (457)
(11,519) (25, 150)
(3, 306) (7, 090)
(3, 292) (3, 022)
(1, 201) (5, 395)
688 (371)
(7,111) _(15,878)
9, 867 (9, 129)
10, 280 17,282
$ 20,147 $ 8. 153

*Reclassified to conformto 2001 presentation

See acconpanyi hg notes to unaudited financi al
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CHEMED CORPORATI ON AND SUBSI DI ARY COMPANI ES
Not es to Unaudi ted Fi nanci al Statenents

The acconpanyi ng unaudited consol idated financial statenents
have been prepared in accordance with Rule 10-01 of SEC

Regul ation S-X. Consequently, they do not include all the

di scl osures required under generally accepted accounting
principles for conplete financial statenments. However, in

t he opi nion of the managenent of Chemed Corporation (the
"Conpany"), the financial statenments presented herein contain
all adjustnents, consisting only of normal recurring

adj ust ments, necessary to present fairly the financial
position, results of operations and cash flows of the Conpany
and its consolidated subsidiaries ("Chened"). For further

i nformati on regardi ng Chened's accounting policies, refer to
t he consolidated financial statements and notes included in
Chened' s Annual Report on Form 10-K for the year ended
Decenber 31, 2000.

Sal es and service revenues and aftertax earnings by business
segnent follow below (in thousands):

Three Mont hs Ended Ni ne Mont hs Ended
Sept enber 30, Sept enber 30,
2001 2000 2001 2000

Servi ce Revenues and Sal es

Rot o0- Root er $ 65,406 $ 68,678 $200, 960 $206, 208

Pati ent Care 34,894 34,498 105, 674 101, 096

Service Anerica 17,198 18,476 52,853 56, 691
Tot al $117,498 $121, 652 $359, 487 $363, 995

Aftertax Earnings

Rot o- Root er $ 1,268(a) 5,084 $ 8,930(a) 14,673

Pati ent Care 604 487 1, 899 1,439

Service Anerica (310) (b) 186 635(b) __ 1,027
Total segment earnings 1, 562 5, 757 11, 464 17, 139

Cor por at e

Over head (1, 387) (1, 154) (4, 018) (3,726)

Net investing and
financi ng i ncore/ (1 oss) (83) 105 (113) 401

Gai ns on sal es of
i nvest nents - - 703 1, 799
Di sconti nued operations - (73) (1,973) 37
Net incone $ 92 $ 4,635 $ 6,063 $ 15, 650

(a)
(b)

Anpunts include Roto-Rooter’'s aftertax cost of its overtinme wage settlenent with
t he Departnent of Labor ($1, 800, 000).

Anpunts include Service Anerica's aftertax inpairnment loss related to the closing
of its Tucson branch ($620, 000).

Ear ni ngs per conmon share are conputed using the wei ghted
average nunber of shares of capital stock outstanding.

Di | uted earnings per cormmon share are conputed as foll ows
(i n thousands except per share data):
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Three Mont hs Ended Ni ne Mont hs Ended

Sept enber 30, Sept enber 30,
2001 2000 2001 2000
Incone from Continuing Operations

Reported i ncone $ 92 $ 4,708 $ 8,036 $15, 613
Aftertax interest on Trust

Securities -(a) 196 -(a) 575
Adj ust ed i ncone $ 92 $ 4,904 $ 8,036 $16,188
Aver age number of shares outstanding 9, 690 9, 742 9,721 9, 867
Ef fect of conversion of the

Trust Securities -(a) 413 -(a) 370
Ef fect of nonvested stock awards 108 97 112 81
Ef fect of unexercised stock options - 1 17 1
Aver age number of shares used to

conpute dil uted earnings per

conmon share 9,798 10, 253 9,850 10,319
Di | ut ed earni ngs per common share 5 .01 5 .48 5 .82 $ 1.57

Net | ncone

Reported i ncone $ 92 $ 4,635 $ 6,063 $15, 650
Aftertax interest on Trust

Securities -(a) 196 -(a) 575
Adj ust ed i nconme $ 92 $ 4,831 $ 6,063 $16,225
Aver age number of shares outstanding 9, 690 9,742 9,721 9, 867
Ef fect of conversion of the

Trust Securities -(a) 413 -(a) 370
Ef fect of nonvested stock awards 108 97 112 81
Ef fect of unexercised stock options - 1 17 1
Aver age number of shares used to

conpute dil uted earnings per

conmon share 9,798 10, 253 9,850 10,319
Di | ut ed earni ngs per comon share 5 .01 5 .47 5 .62 $ 1.57

(a) The inpact of the Trust Securities on earnings per share from continuing
operations is anti-dilutive for the three and ni ne-nmonth periods ended Septenber 30,

2001.

Therefore, the Trust Securities are excluded fromdiluted earnings per share

conput ati ons.

4.

The Conpany had total conprehensive incone of $167, 000,

$6, 048, 000, $5, 053,000 and $15, 048,000 for the three- and

ni ne- nont h peri ods ended Septenber 30, 2001 and 2000,
respectively. The other conprehensive inconme relates to the
cunmul ative unreal i zed appreci ati on/depreciation on its

avai |l abl e-for-sal e securities.

During the first quarter of 2001, the U S. Departnent of
Labor (“DOL”) initiated a nationw de investigation into the
pay practices for conm ssioned service technicians enpl oyed
wi thin the Roto-Rooter segnent. The issue in question was
whet her conm ssi oned service technicians are entitled to
overtime pay for tine worked in excess of 40 hours. During
the third quarter of 2001, Roto-Rooter reached resol ution
with the DOL and agreed to nmake overtine paynents to

speci fied enpl oyees and fornmer enployees. The cost of this
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settlenent, including payroll taxes and estimted | ega
costs, is $3,000,000 and is included in “other charges” in
the statenent of inconme in the third quarter.

Rot o- Root er conpl eted a conversion of its pay plan for these
enpl oyees earlier this year. Accordingly, managenent does
not anticipate that this issue will have any significant

i npact on operating earnings on a going-forward basis.

Ef fective for the second quarter of 2001, Chened decided to
di scontinue its Cadre Conputer segnent. |In the third
quarter, Chened conpleted the sale of the business and assets
of Cadre Conputer to a conpany owned by the forner Cadre
Comput er enpl oyees for a note receivable which has been fully
reserved.

Data relating to discontinued operations include the
followi ng (in thousands):

Three Mont hs Ended N ne Mont hs Ended

Sept enber_ 30, Sept enber 30,
2001 2000 2001 2000
Cadre Conputer incone/(loss) before
i ncone taxes $ (165) $ (111) $ (734) $ 60
I ncone tax benefit/(expense) 58 38 255 (23)
Mnority interest 6 - 46 -
Cadre Conputer net incone/(loss) (101) (73) (433) 37
Adjustment to loss/(loss) on disposal,
net of incone tax expense/ (benefit)
of $54 and $(829) 101 - (1, 540) -
I ncone/ (1 oss) fromdiscontinued operations $ - $ (73 $(1,973) $ 37
Net service revenues and sal es of Cadre
Conput er $1, 557 $2,129 $ 5,088 $ 6,538

During the third quarter of 2001, Service Anmerica recorded an

i mpai r ment

| oss of $1, 031,000 on the valuation of the assets

of its Tucson branch which it closed in October 2001. The

|l oss related primarily to goodwi Il and ot her intangi bl es
($815, 000), property and equi prent ($145,000) and vari ous
ot her assets ($71,000). The inmpairnment loss is included in
“ot her charges” on the incone statenent.

The Tucson Branch recorded pretax | osses of $124,000, nil
$216, 000 and $373,000 for the three- and nine-nonth periods
ended Septenber 30, 2001 and 2000, respectively. It is

anticipated that the branch will incur approxi mately $235, 000
of additional costs (primarily severance pay) and | osses
during the remai nder of 2001.
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St atenent of Financial Accounting Standards No. 133
(“SFAS133") Accounting for Derivative Instrunents and Hedgi ng
Activities, is effective for cal endar year 2001. Since the
Conmpany does not invest in derivative or hedging instrunments,
adopti on of SFAS133 has no inpact on the Conpany’s financi al
st at enent s.
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Item 2. Managenent's Discussion and Anal ysis
of Financial Condition and Results of Operations

Fi nanci al Condition

There were no significant changes in the Conpany’ s bal ance
sheet from Decenber 31, 2000 to Septenber 30, 2001.

Vitas Healthcare Corporation ("Vitas"), the privately-held

provi der of hospice services to the termnally ill in which the
Conpany carries an investnent of $27 million of redeemable preferred
stock, refinanced its debt obligations in April 2001. |In connection

therewith, the Conpany and Vitas agreed to extend the maturity of
Vitas’ redeemable preferred stock to April 1, 2007. |In addition,
Vitas issued a warrant to the Conpany for the purchase of
approximately 1.6 mllion shares of its comobn stock.

Vitas' operating results and net incone continue to neet
its managenent's expectations. On the basis of current information,
managenent believes the Conpany's investnent in Vitas is fully
recoverabl e and that no inpairnment exists.

On June 20, 2001, Chened's $85 million revolving |ine of
credit wwth Bank of Anerica expired. It is anticipated that another
line of credit will be established during the next several nonths.
Chened had approxinmately $18.5 mllion of unused |ines of credit
wi th various banks at Septenber 30, 2001. Managenent believes its
liquidity and sources of capital are satisfactory for the Conpany’s
needs in the foreseeable future.

Results of Operations

Data relating to (a) the increase or decrease in service
revenues and sal es from continuing operations and (b) aftertax
earnings as a percent of service revenues and sales for each segnent
are set forth bel ow

Servi ce Revenues Aftertax Earnings/(Loss)
and Sal es - as a % of Revenues
% | ncr ease/ (Decr ease) (Aftertax Margin)
2001 vs. 2000 2001 2000
Three Mont hs Ended
Sept enber 30,
Rot o- Root er (5)% 1. 9% 7.4%
Patient Care 1 1.7 1.4
Service Anerica (7) (1.8) 1.0
Tot al (3) 1.3 4.7
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N ne Mont hs Ended
Sept enber 30,

Rot o- Root er (3)% 4. 4% 7.1%

Patient Care 5 1.8 1.4

Service Anerica (7) 1.2 1.8
Tot al (1) 3.2 4.7

Third Quarter 2001 versus Third Quarter 2000

Servi ce revenues and sal es of the Roto-Rooter segnent for
the third quarter of 2001 total ed $65, 406, 000, a decline of 5%
versus the $68, 678,000 recorded in the third quarter of 2000.
Revenues of the drain cleaning business increased slightly and
revenues of the plunbing services business declined 7% for the third
quarter of 2001, as conpared with revenues for 2000. Each of these
busi nesses’ revenues accounts for approximately 42% of Roto-Rooter’s
total revenues and sales. The overall revenue decline can be
partially ascribed to the econom c sl owdown as Roto-Rooter is
experiencing |l ower demand for el ective, non-energency plunbing and
drain cleaning services. The aftertax margin during the third
quarter of 2001 was 1.9% versus 7.4%in the 2000 quarter. Excluding
t he nonrecurring charge for the overtine wage settlenent ($1, 800,000
aftertax) the margin for the 2001 third quarter was 4.7% The
decline versus 2000 is attributable to a | ower gross profit margin,
| argely due to higher liability insurance costs during 2001.

Service revenues of the Patient Care segnment increased 1%
from $34, 498,000 in the third quarter of 2000 to $34,894,000 in the
third quarter of 2001. The aftertax margin of this segnent
increased from1.4%in the third quarter of 2000 to 1.7% in 2001,
largely as the result of a higher gross profit margin in 2001.

Service revenues and sal es of the Service Anerica segnent
declined 7% from $18, 476,000 in the third quarter of 2000 to
$17,198,000 in the third quarter of 2001. This decline is the
result of insufficient new service contracts to offset the | oss of
expi ring annual service contracts. The aftertax nmargin of this
segnent was a negative 1.8%during the third quarter of 2001 versus
1.0%in 2000. Excluding the inpairnent |oss on the assets of the
Tucson branch ($620, 000 aftertax), the margin for 2001 was 1.8%
The higher aftertax margin during 2001 is attributable to a higher
gross profit margin in 2001, partially offset by higher selling and
adm ni strative expenses, as a percent of revenues.

| nconme from operations declined from $7,948,000 in the
third quarter of 2000 to $1,568,000 in the third quarter of 2001.
Excl udi ng Roto-Rooter’s overtinme wage settl enent ($3,000,000) and
Service Anerica’s inpairnent |oss ($1,031,000), inconme from
operations for the third quarter of 2001 was $5,599, 000, a decline
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of 30% from 2000. Simlarly, earnings before interest, taxes,
depreciation and anortization before capital gains and nonrecurring
charges (“EBI TDA”) declined 26% from $15, 141,000 in the third
quarter of 2000 to $11, 285,000 in 2001. Both declines are primarily
due to | ower operating profit of the Roto-Rooter segnent.

I nt erest expense declined from$1, 664,000 in the third
quarter of 2000 to $1,373,000 in the third quarter of 2001, largely
as a result of lower debt levels in the year 2001.

O her income-net declined from $1,916,000 in the third
quarter of 2000 to $165,000 in the third quarter of 2001 due
primarily to incurring |losses on trust assets used to fund deferred
conpensation liabilities in 2001 versus gains on such assets in
2000. These gains or losses included in other inconme are entirely
of fset by increases or reductions in operating expenses.

| nconme from continuing operations declined from $4, 708, 000
($.48 per share) in the third quarter of 2000 to $92, 000 ($.01 per
share) in the third quarter of 2001. Excluding the overtine wage
settlement and the inpairnent |oss ($2,420,000 aftertax), incone
from continui ng operations in 2001 was $2,512,000 ($.26 per share).
The decline versus the prior year period is primarily due to | ower
aftertax earnings of the Roto-Rooter segment.

Net income for the third quarter of 2000 includes a
$73,000 | oss recorded by the Cadre Conputer segnment which was
di sconti nued in 2001.

Ni ne Mont hs Ended Septenber 30, 2001 versus Septenber 30, 2000

Servi ce revenues and sal es of the Roto-Rooter segnent for
the first nine nonths of 2001 total ed $200, 960, 000, a decline of 3%
versus the $206, 208, 000 recorded in the first nine nmonths of 2000.
Revenues of the drain cleaning business increased 1% and revenues of
t he pl unbi ng services business declined 3% for the first nine nonths
of 2001, as conpared with revenues for 2000. The overall revenue
decline in 2001 is largely attributable to the econom c sl owdown as
Rot o- Rooter i s experiencing | ower demand for el ective, non-energency
pl unmbi ng and drain cleaning services. The aftertax margin during
the first nine nonths of 2001 was 4.4%versus 7.1%in the 2000
period. Excluding the nonrecurring charge for the overti ne wage
settlement the margin for the 2001 quarter was 5.3% The decline
versus 2000 is attributable to a |ower gross profit margin, largely
due to higher liability insurance costs during 2001.

Service revenues of the Patient Care segnment increased 5%

from $101, 096,000 in the first nine nonths of 2000 to $105, 674, 000
in the first nine nonths of 2001. The aftertax margin of this
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segnent increased from1l1l.4%in the first nine nonths of 2000 to 1.8%
in 2001, largely as the result of a higher gross profit margin in
2001.

Service revenues and sal es of the Service Anerica segnent
declined 7% from $56, 691,000 in the first nine nonths of 2000 to
$52,853,000 in the first nine nonths of 2001. This decline is
|largely the result of insufficient new service contracts to offset
the expiration of existing service contracts. The aftertax margin
of this segment was 1.2%during the first nine nonths of 2001 versus
1.8% in 2000. Excluding the inpairnent |oss on the assets of the
Tucson branch ($620, 000 aftertax), the margin for 2001 was 2.4%
The higher aftertax margin during 2001 is attributable to a higher
gross profit margin in 2001, partially offset by higher selling and
adm ni strative expenses, as a percent of revenues.

| ncone from operations declined from $24, 500,000 in the
first nine nonths of 2000 to $15, 425,000 in the first nine nonths of
2001. Excluding Roto-Rooter’s overtinme wage settlenment ($3, 000, 000)
and Service Anmerica’s inpairnent |oss ($1,031,000), incone from
operations for the first nine nonths of 2001 was $19, 456, 000, a
decline of 21%from 2000. Simlarly, earnings before interest,
t axes, depreciation and anortization before capital gains and
nonrecurring charges (“EBITDA’) declined 16% from $44, 820,000 in the
first nine nonths of 2000 to $37,800,000 in 2001. Both declines are
primarily due to | ower operating profit of the Roto-Rooter segnent.

| nt erest expense declined from $5,233,000 in the first
ni ne nmont hs of 2000 to $4, 325,000 in the first nine nonths of 2001,
largely as a result of |lower debt levels in the year 2001.

O her income-net declined from $7,104,000 in the first
ni ne nmont hs of 2000 to $2,769,000 in the first nine nonths of 2001
due primarily to larger capital gains on the sales of investnents in
2000 ($2,662,000) versus 2001 ($993,000) and to incurring | osses on
trust assets used to fund deferred conpensation liabilities in 2001
versus gains on such assets in 2000. These market gains or |osses
on trust assets included in other incone are entirely offset by
i ncreases or reductions in operating expenses.

| nconme from continuing operations declined from
$15, 613, 000 ($1.58 per share and $1.57 per diluted share) in the
first nine nmonths of 2000 to $8, 036,000 ($.83 per share and $.82 per
diluted share) in the first nine nonths of 2001. Excluding capital
gains on the sales of investnents, and overtine wage settlenent and
the inpairment |oss (which total $2,420,000 aftertax), income from
continuing operations in 2001 was $9, 753,000 ($1.00 per share and
$.99 per diluted share) versus $13, 814,000 ($1.40 per share and
$1.39 per diluted share). The decline versus the prior year period
is primarily due to | ower aftertax earnings of the Roto-Rooter
segment .
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Net income for the first nine nonths includes the results
of the Cadre Conputer segnent which was di scontinued in the second
guarter of 2001. Included in the 2001 |oss from di sconti nued
operations is a loss on the disposal of Cadre Conputer anobunting to
$1, 540, 000.

Accounti ng for Business Conmbinations and | ntangi bl e Assets

During June 2001, the Financial Accounting Standards Board
approved the issuance of Statenent of Financial Accounting Standards
No. 141 (“SFAS141"), Business Conbi nations, and Statenent of
Fi nanci al Accounting Standards No. 142 (“SFAS142"), Goodw Il and
O her Intangi ble Assets. For Chened these statenents will generally
becone effective January 1, 2002, although business conbi nations
initiated after July 1, 2001 are subject to the non-anortization and
pur chase accounting provisions.

Specifically, SFAS142 stipulates that goodwi Il is no
| onger subject to anortization, but nust be eval uated annually for
i npai rment begi nni ng January 1, 2002. Chened estinmates that the

non-anortization provision will increase its diluted earnings per
share by approximately $.40 to $.45 per share in the year 2002. The
assessment of goodwi Il for inmpairment is a conplex issue in which a
conpany nust determ ne, anong other things, the fair value of each
defi ned conponent of its operating segnents. It is, therefore, not
possible at this time to predict the inpact, if any, which the

i mpai rment assessnent provisions of SFAS142 will have on Chened s

fi nanci al statenents.

Accounting for Asset Retirenent bligations

During June 2001, the Financial Accounting Standards Board
approved the issuance of Statenent of Financial Accounting Standards
No. 143 (“SFAS143"), Accounting for Asset Retirenent Obligations.
This statenment becones effective for fiscal years beginning after
June 15, 2002 and requires all entities to recognize |egal
obligations associated with the retirenment of tangible Iong-Ilived
assets that result fromthe acquisition, construction or devel opnment
and/ or normal operation of a long-lived asset.

Since the Conpany has no naterial asset retirenent

obl i gations, the adoption of SFAS 143 in 2003 will not have a
mat erial inpact on its financial statenents.
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Accounting for the Inpairnent or D sposal of Long-Lived Assets

During August 2001, the Financial Accounting Standards
Board approved the issuance of Statenent of Financial Accounting
St andards No. 144 (“SFAS144"), Accounting for the I|npairnent or
Di sposal of Long-Lived Assets. This statenent becones effective for
fiscal years beginning after Decenber 15, 2001 and nodifies
accounting for inpairnent of long-lived assets to be held and used,
di sposed of by sale or otherw se disposed. It is currently
antici pated that adoption of SFAS144 in 2002 will not materially
i npact the Conpany’s financial statenents.

Saf e Harbor Statenment under the Private Securities Litigation
Ref orm Act of 1995 Regardi ng Forward-Looking Information

This report contains statenents which are subject to
certain known and unknown risks, uncertainties, contingencies and
other factors that could cause actual results to differ materially
fromsuch statenents. The Conpany’s ability to deal with the
unknown out cones of these events, nmany of which are beyond its
control, may affect the reliability of its projections and ot her
financial matters.
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None were filed in the quarter ended Septenber 30, 2001.

Pursuant to the requirenents of the Securities Exchange Act

Chened Corporation
(Regi strant)

Naom C. Dallob, Vice
Presi dent and Secretary

PART Il -- OTHER | NFORMATI ON
Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits
None required.
(b) Reports on Form 8-K
S| GNATURES
of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly
aut hori zed.
Dat ed: Novenber 14, 2001 By Naomi C. Dall ob
Dat ed:

Novenber 14, 2001 By Arthur V. Tucker, Jr.
Arthur V. Tucker, Jr.
Vi ce President and
Controller (Principal
Accounting O ficer)

Page 16 of 16



