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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

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

For the quarterly period ended September 30, 2004

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

Commission File Number: 001-16783

VCA ANTECH, INC.

(Exact name of registrant as specified in its charter)

Delaware 95-4097995
(State or other jurisdiction of (LR.S. Employer
incorporation or Identification No.)
organization)

12401 West Olympic Boulevard
Los Angeles, California 90064-1022
(Address of principal executive offices)

(310) 571-6500

(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 is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act).
Yes [X] No [ ].

Indicate the number of shares outstanding of each of the issuer s classes of common stock as of the latest practicable
date: common stock, $0.001 par value 82,054,302 shares as of November 3, 2004.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

VCA ANTECH, INC. AND SUBSIDIARIES

CONDENSED, CONSOLIDATED BALANCE SHEETS
As of September 30, 2004 and December 31, 2003
(Unaudited)

(In thousands, except par value)

September December
30, 31,
2004 2003
ASSETS
Current assets:
Cash and cash equivalents $ 50,834 $ 17,237
Trade accounts receivable, less allowance for uncollectible accounts of
$7,475 and $6,681 at September 30, 2004 and December 31, 2003,
respectively 25,765 22,335
Inventory, prepaid expenses and other 11,138 9,432
Deferred income taxes 12,921 11,040
Prepaid income taxes 8,368 7,266
Total current assets 109,026 67,310
Property and equipment, net 114,983 99,161
Other assets:
Goodwill 481,076 373,238
Other intangible assets, net 7,716 4,692
Deferred financing costs, net 4,037 4,601
Other 6,900 5,801
Total assets $ 723,738 $554,803
LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:
Current portion of long-term obligations $ 3,613 $ 2,403
Accounts payable 12,611 9,208
Accrued payroll and related liabilities 20,119 15,716
Accrued interest 5,762 1,538
Other accrued liabilities 18,356 15,006
Total current liabilities 60,461 43,871
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Long-term obligations, less current portion
Deferred income taxes

Other liabilities

Minority interest

Preferred stock, par value $0.001, 11,000 shares authorized, none outstanding

Stockholders equity:

Common stock, par value $0.001, 175,000 shares authorized, and 82,008 and
81,430 shares outstanding as of September 30, 2004 and December 31, 2003,

respectively

Additional paid-in capital

Accumulated deficit

Accumulated other comprehensive income (loss)
Notes receivable from stockholders

Total stockholders equity

Total liabilities and stockholders equity

394,041
30,485
11,223

9,197

82

250,174
(32,076)

161
(10)

218,331

$ 723,738

315,066
24,532
5,392
4,019

81

244,271

(82,331)
(82)
(16)

161,923

$ 554,803

The accompanying notes are an integral part of these condensed, consolidated financial statements.

1
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VCA ANTECH, INC. AND SUBSIDIARIES

CONDENSED, CONSOLIDATED INCOME STATEMENTS
For the Three and Nine Months Ended September 30, 2004 and 2003

Revenue
Direct costs

Gross profit
Selling, general and administrative
Write-down and loss (gain) on sale of assets

Operating income
Interest expense, net
Minority interest expense
Debt retirement costs
Other (income) expense

Income before provision for income taxes
Provision for income taxes

Net income

Basic earnings per common share

Diluted earnings per common share

Shares used for computing basic earnings per
share

Shares used for computing diluted earnings per

(Unaudited)
(In thousands, except per share amounts)
Three Months Ended Nine Months Ended
September 30, September 30,
2004 2003 2004 2003
(Restated) (Restated)

$183,352 $143,884 $497,649 $412,224
133,571 102,848 358,304 295,414
49,781 41,036 139,345 116,810
13,037 9,353 33,503 28,546
(12) 442 54 282
36,756 31,241 105,788 87,982
6,629 6,361 18,712 19,771
746 456 1,917 1,279
1,701 810 9,118
® (129) (185) 129
29,390 22,852 84,534 57,685
12,046 9,363 34,279 23,663
$ 17,344 $ 13,489 $ 50,255 $ 34,022
$ 021 $ 0.17 $ 0.62 $ 042
$ 021 $ 0.16 $ 0.60 $ 042
81,944 81,282 81,701 80,190
83,455 82,668 83,300 81,300

share
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The accompanying notes are an integral part of these condensed, consolidated financial statements.

2
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CONDENSED, CONSOLIDATED STATEMENTS OF CASH FLOWS
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VCA ANTECH, INC. AND SUBSIDIARIES

For the Nine Months Ended September 30, 2004 and 2003

(Unaudited)
(In thousands)
Nine Months Ended
September 30,
2004 2003
Cash flows from operating activities:
Net income $ 50,255 34,022
Adjustments to reconcile net income to net cash provided by operating
activities:
Depreciation and amortization 11,407 10,653
Amortization of deferred financing costs and debt discount 552 669
Provision for uncollectible accounts 2,190 2,371
Debt retirement costs 810 9,118
Write-down of assets 392
Loss (gain) on sale of assets 54 (110)
Other (350)
Minority interest in income of subsidiaries 1,917 1,279
Distributions to minority interest partners (1,505) (1,245)
Increase in trade accounts receivable (5,075) (4,399)
Increase in inventory, prepaid expenses and other assets (909) (438)
Increase (decrease) in accounts payable and other accrued liabilities 1,759 (552)
Increase (decrease) in accrued payroll and related liabilities (677) 1,121
Increase in accrued interest 4,107 4,192
Decrease in prepaid income taxes 2,369 7,614
Increase in income taxes payable 1,232
Increase in deferred income tax assets (823) (2,169)
Increase in deferred income tax liabilities 5,654 3,940
Net cash provided by operating activities 71,735 67,690
Cash flows from investing activities:
Business acquisitions, net of cash acquired (97,152) 27,177)
Real estate acquired in connection with business acquisitions (5,565) (589)
Property and equipment additions (16,035) (11,040)
Proceeds from sale of assets 184 363
Other 1,553 447
Net cash used in investing activities
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Cash flows from financing activities:

Repayment of long-term obligations, including redemption fees (147,691) (209,992)
Proceeds from the issuance of long-term debt 225,000 146,442
Repayment of revolving credit facility (7,500)
Payment of financing costs (794) (1,069)
Proceeds from issuance of common stock under stock option plans 2,362 85
Proceeds from issuance of common stock 54,323
Net cash provided by (used in) financing activities 78,877 (17,711)
Increase in cash and cash equivalents 33,597 11,983
Cash and cash equivalents at beginning of period 17,237 6,462
Cash and cash equivalents at end of period $ 50,834 $ 18,445

The accompanying notes are an integral part of these condensed, consolidated financial statements.

3
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VCA ANTECH, INC. AND SUBSIDIARIES

NOTES TO CONDENSED, CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2004
(Unaudited)

1. General

The accompanying unaudited condensed, consolidated financial statements of VCA Antech, Inc. and subsidiaries
(the Company or VCA ) have been prepared in accordance with generally accepted accounting principles in the United
States ( GAAP ) for interim financial information and in accordance with the rules and regulations of the United States
Securities and Exchange Commission. Accordingly, they do not include all of the information and footnotes required
by generally accepted accounting principles in the United States for complete financial statements as permitted under
applicable rules and regulations. In the opinion of management, all adjustments considered necessary for a fair
presentation have been included. The results of operations for the three and nine months ended September 30, 2004
are not necessarily indicative of the results to be expected for the full year. For further information, refer to the
Company s consolidated financial statements and footnotes thereto included in the Company s 2003 Annual Report on
Form 10-K.

2. Acquisitions
National PetCare Centers, Inc.

On June 1, 2004, the Company consummated a merger with National PetCare Centers, Inc. ( NPC ), which operated
67 animal hospitals located in 11 states as of the merger date. As of September 30, 2004, the Company had not
finalized the purchase price accounting for the transaction. The total consideration as of September 30, 2004 was
$91.5 million, consisting of $66.2 million in cash (net of cash acquired) paid to holders of NPC stock and debt;
$2.5 million in assumed debt; $12.8 million in assumed liabilities; $5.9 million of assumed operating leases whose
terms were in excess of market; $2.0 million paid for professional and other outside services; and $2.1 million as part
of the Company s plan to close certain facilities and terminate certain employees. The preliminary allocation for the
$91.5 million is as follows: $12.1 million to tangible assets, $77.9 million to goodwill and $1.4 million to other
intangible assets. The amounts of the allocation will change primarily due to the Company determining the costs
related to its integration plan. The Company expects that approximately $18.6 million of the goodwill for NPC will be
fully deductible for income tax purposes.

As part of its integration plan, the Company has closed NPC s corporate office and intends to close or sell animal
hospitals that do not meet its operating model and eliminate NPC s employees with duplicative functions. The
Company has commenced these activities but, as of September 30, 2004, had not yet determined the total related
costs. Costs incurred in connection with the integration plan, consisting primarily of lease termination costs and
employee severance costs, will result in additions to the total purchase price of the transaction.

During the three and nine months ended September 30, 2004, the Company incurred other integration costs of
$668,000 and $1.2 million, respectively, reported as a component of selling, general and administrative expense on its
income statements.

Table of Contents 10
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Total Acquisition Activity

The following table summarizes the number of acquired animal hospitals and veterinary diagnostic laboratories
(including the NPC acquisition on June 1, 2004):

Three Months Nine Months
Ended Ended
September 30, September 30,

2004 2003 2004 2003

Laboratories:

Acquisitions 1 7

Acquisitions relocated into the Company s

laboratories (D) 3)

4

Animal hospitals:

Acquisitions 2 3 84 19

Acquisitions relocated into the Company s

animal hospitals (1) 4) (5)
1 3 80 14

The following table summarizes the preliminary aggregate consideration, including acquisition costs, paid by the
Company for its acquisitions (including the NPC merger on June 1, 2004) and the preliminary allocation of the
purchase price (in thousands):

Three Months
Ended Nine Months Ended
September 30, September 30,
2004 2003 2004 2003
Consideration:
Cash $1,554 $6,775 $ 95,739 $26,130
Obligation to be settled in cash or common
stock 2,250
Obligations to sellers (1) 100 300 1,235 982
Notes payable and other liabilities assumed 71 30 21,858 1,145
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Total $1,725 $7,105 $118,832 $30,507

Purchase Price Allocation (2):

Tangible assets $ 103 $ 335 $ 13,037 $ 2,558
Identifiable intangible assets 121 453 3,069 1,658
Goodwill 1,501 6,317 102,726 26,291
Total $1,725 $7,105 $118,832 $30,507

(1)  Represents a portion of the purchase price withheld (the holdback ) as security for indemnification obligations
of the sellers under the acquisition agreement. The unused portion is paid to the seller after a designated period
following the date of acquisition.

(2) Represents preliminary purchase price allocations subject to change in accordance with GAAP.
5
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The following table summarizes goodwill assigned to the laboratory and animal hospital segments (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,

2004 2003 2004 2003
Laboratory $ $ 905 $ $ 7,198
Animal hospital 1,501 5,412 102,726 19,093
1,501 6,317 102,726 26,291
Purchase price allocation adjustments 1,842 40 215 149
Total (1) $3,343 $6,357 $102,941 $26,440

(1)  The Company expects that $1.8 million and $4.5 million of the goodwill recorded for the three months ended
September 30, 2004 and 2003, respectively, and $40.2 million and $15.5 million of the goodwill recorded for
the nine months ended September 30, 2004 and 2003, respectively, will be fully deductible for income tax
purposes.

6
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Partnership Interests

During the nine months ended September 30, 2004, the Company purchased the ownership interests of partners in
six partially-owned subsidiaries of the Company; two of those interests were purchased during the third quarter of
2004. During the nine months ended September 30, 2003, the Company purchased the total ownership interest of
partners in three partially-owned subsidiaries of the Company; one of those interests was purchased during the third
quarter of 2003. The following table summarizes the consideration paid by the Company and the amount of goodwill
recorded (in thousands):

Three Months
Ended Nine Months Ended
September 30, September 30,
2004 2003 2004 2003

Consideration:
Cash $616 $ 138 $ 922 $ 244
Notes receivable (1) 184 41
Notes payable and other liabilities assumed 90 221 763
Total $ 706 $ 138 $1,327 $1,048
Goodwill recorded (2) $ 236 $ $ 846 $ 295

(1)  The Company forgave certain notes owed to the Company by the partner.

(2)  The Company expects that the goodwill recorded for the transactions will be fully deductible for income tax
purposes.
Other Acquisition Payments

During the nine months ended September 30, 2004 and 2003, the Company paid $864,000 and $745,000
respectively, of unused holdbacks to sellers in previously closed acquisitions.

In June 2004, the Company paid $2.3 million in cash to settle the remaining obligation to a seller in connection
with a prior year acquisition.

3. Goodwill and Other Intangible Assets
Goodwill represents the excess of the cost of an acquired entity over the net of the amounts assigned to identifiable
assets acquired and liabilities assumed. Other intangible assets represent non-contractual customer relationships for

veterinary diagnostic laboratories, covenants-not-to-compete and client lists, all of which are associated with
acquisitions.

Table of Contents 14
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The following table presents the changes in the carrying amount of goodwill for the nine months ended
September 30, 2004 (in thousands):

Balance as of January 1,
2004

Goodwill acquired
Purchase price allocation
adjustments

Goodwill related to
partnerships

Goodwill written-off
related to sale of animal
hospital

Balance as of
September 30, 2004

Animal
Laboratory Hospital Total
$94,770 $278,468 $373,238
102,726 102,726
(1,084) 1,299 215
4,917 4,917
(20) (20)
$93,686 $387,390 $481,076
7
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In addition to goodwill, the Company had amortizable other intangible assets as follows (in thousands):

Non-contractual customer
relationships
Covenants-not-to-compete
Client lists

Total
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As of September 30, 2004

As of December 31, 2003

Gross

Carrying Accumulated Carrying

Net Gross

Amount Amortization Amount Amount

Net

Carrying Accumulated Carrying

Amortization Amount

$ 1,530
13,041
668

$15,239

$ (100)
(6,929)
(494)

$(7,523)

$1,430  $ $
6,112 10,141 (5,515)
174 498 (432)
$7,716  $10,639 $(5,947)

The aggregate amortization related to other intangible assets was as follows (in thousands):

Aggregate
amortization
expense

Three Months

Ended Nine Months Ended
September 30, September 30,
2004 2003 2004 2003
$583 $476 $1,576 $1,391

$
4,626
66

$4,692

Based on balances at September 30, 2004, estimated annual amortization expense for other intangible assets for the
current year and the next four fiscal years is as follows (in thousands):

2004
2005
2006
2007
2008

4. Calculation of Earnings per Common Share

$2,143
$1,932
$1,575
$1,338
$ 923

Basic and diluted earnings per common share were computed as follows (in thousands, except per share amounts):

Table of Contents
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Three Months Ended Nine Months Ended

September 30, September 30,
2004 2003 2004 2003
Net income $17,344 $13,489 $50,255 $34,022
Weighted average common shares
outstanding:
Basic 81,944 81,282 81,701 80,190
Effect of dilutive common shares:
Stock options 1,511 1,178 1,526 1,016
Contracts that may be settled in stock or
cash 208 73 94
Diluted 83,455 82,668 83,300 81,300
Basic earnings per common share $ 0.21 $ 0.17 $ 0.62 $ 042
Diluted earnings per common share $ 0.21 $ 0.16 $ 0.60 $ 042
8
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5. Common Stock

On July 13, 2004, the Company amended its Amended and Restated Certificate of Incorporation to increase the
number of shares of common stock the Company is authorized to issue from 75.0 million to 175.0 million.

On August 25, 2004, the Company effected a two-for-one stock split in the form of a 100% stock dividend payable
to stockholders of record as of August 11, 2004. All share and per share information included in this document have
been restated to reflect the effect of the stock dividend.

6. Interest-Rate Hedging Agreements

The Company has entered into no-fee swap agreements ( Swap Agreements ), whereby the Company pays to
counterparties amounts based on fixed interest rates and set notional amounts in exchange for the receipt of payments
from counterparties based on LIBOR and the same set notional principal amounts. A summary of these agreements is
as follows:

Swap #1 Swap #2 Swap #3
Fixed interest rate 2.22% 1.72% 1.51%
Notional amount $40.0 million $20.0 million $20.0 million
Effective date 11/29/2002 5/30/2003 5/30/2003
Expiration date 11/29/2004 5/31/2005 5/31/2005
Counter party Wells Fargo Bank Wells Fargo Bank Goldman Sachs
Qualifies for hedge
accounting (1) No No Yes

(1)  Swap #1 and #2 were no longer considered effective as of May 2003 and March 2004, respectively.

Both Swap #1 and Swap #2 were initially considered to be cash-flow hedging instruments; however, management
has determined that they are no longer effective tools for mitigating interest-rate risk within an acceptable degree of
variance because the current interest rate environment is materially different than management s projections at the
inception of the contracts. As a result of this determination, Swap #1 and Swap #2 no longer qualify for hedge
accounting and all changes in their market value are recognized as income or expense in the period of change with the
fair market value reflected as an asset or liability on the balance sheet.

The following table summarizes the Company s payments and unrealized loss (gain) recognized under the Swap
Agreements (in thousands):

Three Months Nine Months
Ended Ended
September 30, September 30,
2004 2003 2004 2003
Cash paid (1) $90 $ 165 $ 419 $352
Unrealized loss
(gain) (2) $ ) $(129) $(185) $129

Table of Contents
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(1)  These payments are included in interest expense in the condensed, consolidated income statements.

(2)  These unrealized losses (gains) are included in other (income) expense in the condensed, consolidated income

statements.
The valuations of the Swap Agreements are determined by the counterparties based on fair market valuations for
similar agreements. The fair market value of the Swap Agreements resulted in an asset of $151,000 and a liability of

$277,000 at September 30, 2004 and December 31, 2003, respectively, from the interest rate hedging activities.

9
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7. Consolidation of Variable Interest Entities

Under the provisions of Financial Accounting Standards Board Interpretation No. 46R ( FIN No. 46R ),
Consolidation of Variable Interest Entities, adopted by the Company in the fourth quarter of 2003, the veterinary
medical groups for which the Company provides management services are variable interest entities. As a result of
adopting FIN No. 46R, the Company consolidated the veterinary medical groups. The prior periods presented have
been restated to conform to the current period presentation. The restatement resulted in an increase in both revenue
and direct costs in the amount of $11.0 million and $31.0 million for the three and nine months ended September 30,
2003, respectively, thus there was no impact on gross profit, operating income, net income, earnings per share or cash
flows.

8. Lines of Business

During the three and nine months ended September 30, 2004 and 2003, the Company had three reportable
segments: Laboratory, Animal Hospital and Corporate. These segments are strategic business units that have different
products, services and functions. The segments are managed separately because each is a distinct and different
business venture with unique challenges, rewards and risks. The Laboratory segment provides testing services for
veterinarians both associated with the Company and independent of the Company. The Animal Hospital segment
provides veterinary services for companion animals and sells related retail and pharmaceutical products. Corporate
provides selling, general and administrative support for the other two segments.

The accounting policies of the segments are the same as those described in the summary of significant accounting
policies as detailed in the Company s consolidated financial statements and footnotes thereto included in the 2003
Annual Report on Form 10-K. The Company evaluates performance of segments based on operating income. For
purposes of reviewing the operating performance of the segments, all intercompany sales and purchases are accounted
for as if they were transactions with independent third parties at current market prices.

10
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Below is a summary of certain financial data for each of the three segments (in thousands):

Animal Intercompany

Laboratory Hospital Corporate Eliminations Total
Three Months Ended
September 30, 2004
Revenue $ 50,685 $136,399 $ $(3,732) $183,352
Direct costs 28,470 108,833 (3,732) 133,571
Gross profit 22,215 27,566 49,781
Selling, general and
administrative 3,136 3,423 6,478 13,037
Gain on sale of assets (12) (12)
Operating income (loss) $ 19,079 $ 24,155 $ (6,478) $ $ 36,756
Depreciation and amortization $ 850 $ 2,722 $ 400 $ $ 3,972
Capital expenditures $ 2,108 $ 4,451 $ 449 $ $ 7,008
Three Months Ended
September 30, 2003
Revenue $ 46,429 $100,060 $ $(2,605) $143,884
Direct costs 26,664 78,789 (2,605) 102,848
Gross profit 19,765 21,271 41,036
Selling, general and
administrative 2,855 2,516 3,982 9,353
Write-down and loss on sale of
assets 39 403 442
Operating income (loss) $ 16,871 $ 18,352 $ (3,982) $ $ 31,241
Depreciation and amortization $ 823 $ 2,387 $ 369 $ $ 3,579
Capital expenditures $ 621 $ 3,900 $ 351 $ $ 42872
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Nine Months Ended

September 30, 2004

Revenue $151,818 $355,739 $ $(9,908) $497,649
Direct costs 84,168 284,044 (9,908) 358,304
Gross profit 67,650 71,695 139,345
Selling, general and

administrative 9,499 9,227 14,777 33,503
Loss on sale of assets 1 53 54
Operating income (loss) $ 58,150 $ 62,415 $(14,777) $ $105,788
Depreciation and amortization $ 2,568 $ 7,659 $ 1,180 $ $ 11,407
Capital expenditures $ 3,911 $ 10,982 $ 1,142 $ $ 16,035
Nine Months Ended

September 30, 2003

Revenue $134,818 $285,189 $ $(7,783) $412,224
Direct costs 76,489 226,708 (7,783) 295,414
Gross profit 58,329 58,481 116,810
Selling, general and

administrative 8,359 7,538 12,649 28,546
Write-down and loss (gain) on

sale of assets 58 225 (D) 282
Operating income (loss) $ 49,912 $ 50,718 $(12,648) $ $ 87,982
Depreciation and amortization $ 2376 $ 7,168 $ 1,109 $ $ 10,653
Capital expenditures $ 2,385 $ 7,258 $ 1,397 $ $ 11,040

11
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Animal Intercompany
Laboratory  Hospital Corporat&liminations Total

At September 30,

2004

Total assets $135,207 $502,682 $85,849 $ $723,738
At December 31,

2003

Total assets $130,799 $374,940 $49,064 $ $554,803

Below is a reconciliation between total segment operating income after eliminations and consolidated income
before provision for income taxes as reported on the condensed, consolidated income statements (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,

2004 2003 2004 2003
Total segment operating income after eliminations $36,756 $31,241 $105,788 $87,982
Interest expense, net 6,629 6,361 18,712 19,771
Debt retirement costs 1,701 810 9,118
Other (income) expense 9 (129) (185) 129
Minority interest expense 746 456 1,917 1,279
Income before provision for income taxes $29,390 $22,852 $ 84,534 $57,685

9. Financing Transactions

On June 1, 2004, the Company amended and restated its Credit and Guaranty Agreement to replace its existing
senior term D notes in the principal amount of $145.3 million with an interest rate margin of 2.50% with new senior
term E notes in the principal amount of $225.0 million with an interest rate margin of 2.25%. The Company used the
additional borrowings to fund the NPC merger as detailed above in Footnote 2. Acquisitions and plans to use the
remaining borrowings for related merger costs and general corporate purposes. The Company incurred debt retirement
costs of $810,000 as a result of amending and restating its Credit and Guaranty Agreement. These debt retirement
costs consisted of $142,000 for the write-off of existing deferred financing costs related to the senior term D notes and
$668,000 for costs incurred related to the new senior term E notes.

In August 2003, the Company refinanced its Credit and Guaranty Agreement to replace its existing senior term C
notes in the principal amount of $166.4 million with an interest rate margin of 3.00% with $20.0 million of cash
on-hand and new senior term D notes in the principal amount of $146.4 million with an interest rate margin of 2.50%.
In conjunction with that transaction, the Company recorded debt retirement costs of $1.7 million.
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In February 2003, the Company sold 3.8 million shares of its common stock in exchange for net proceeds of
$54.3 million. The Company used $42.7 million of the net proceeds to voluntarily retire the remaining principal
amount outstanding of its 15.5% senior notes due 2010 at a price of 110% of the principal amount plus accrued and
unpaid interest. As a result of the debt retirement the Company incurred debt retirement costs of $7.4 million.

12
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10. Stock-Based Compensation

The Company has granted stock options to various employees under multiple stock option plans and is accounting
for those options under the intrinsic value method as prescribed in Accounting Principles Board Opinion No. 25,
Accounting for Stock Issued to Employees. Under that method, when options are issued with a strike price equal to or
greater than market price on date of issuance, there is no impact on earnings either on the date of issuance or
thereafter, absent modification to the options. This method is not a fair-value-based method of accounting as defined
by Statements of Financial Accounting Standards ( SFAS ) No. 123, Accounting for Stock-Based Compensation.
Fair-value-based methods of accounting require compensation expense to be recognized based on the fair market
value of the options granted over their vesting period. The following table presents net income and earnings per
common share for the three and nine months ended September 30, 2004 and 2003 as if the Company accounted for its
stock options under SFAS No. 123 and the fair-value-based method of accounting (in thousands, except per share
amounts):

Three Months Ended Nine Months Ended

September 30, September 30,

2004 2003 2004 2003
As reported $17,344 $13,489 $50,255 $34,022
Deduct: Total stock-based employee compensation
expense determined under fair-value-based method for
all awards, net of related tax effects (484) (216) (1,246) (644)
Pro forma net income available to common
stockholders $16,860 $13,273 $49,009 $33,378
Earnings per common share:
Basic as reported $ 0.21 $ 0.17 $ 0.62 $ 042
Basic pro forma $ 0.21 $ 0.16 $ 0.60 $ 042
Diluted as reported $ 021 $ 0.16 $ 0.60 $ 042
Diluted pro forma $ 0.20 $ 0.16 $ 059 $ 041

11. Reclassifications

Certain 2003 balances have been reclassified to conform to the 2004 financial statement presentation. The most
significant of these changes was the reclassification of depreciation and amortization into direct costs and selling,
general and administrative expense.
12. Condensed, Consolidating Information

The Company has a legal structure comprised of a holding company and an operating company. VCA is the

holding company. Vicar Operating, Inc. ( Vicar ) is the operating company and wholly-owned by VCA. Vicar owns the
capital stock of all of the Company s subsidiaries.
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In connection with Vicar s issuance in November 2001 of $170.0 million of 9.875% senior subordinated notes,
VCA and each existing and future domestic wholly-owned restricted subsidiary of Vicar (the Guarantor Subsidiaries )
have, jointly and severally, fully and unconditionally guaranteed the 9.875% senior subordinated notes. These
guarantees are unsecured and subordinated in right of payment to all existing and future indebtedness outstanding
under the Credit and Guaranty Agreement and any other indebtedness permitted to be incurred by Vicar under the
terms of the indenture agreement for the 9.875% senior subordinated notes.

Vicar s subsidiaries are composed of wholly-owned restricted subsidiaries and partnerships. The partnerships may
elect to serve as guarantors of Vicar s obligations, however, none of the partnerships have elected to do so (the
Non-Guarantor Subsidiaries ). Vicar conducts all of its business through and derives virtually all of its income from its
subsidiaries. Therefore, Vicar s ability to make required payments with respect to its indebtedness (including the
9.875% senior subordinated notes) and other obligations depends on the financial results and condition of its
subsidiaries and its ability to receive funds from its subsidiaries.

13
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Pursuant to Rule 3-10 of Regulation S-X, the following condensed, consolidating information is for VCA, Vicar,
the Guarantor Subsidiaries and the Non-Guarantor Subsidiaries with respect to the 9.875% senior subordinated notes.
This condensed financial information has been prepared from the books and records maintained by VCA, Vicar, the
Guarantor Subsidiaries and the Non-Guarantor Subsidiaries. The condensed financial information may not necessarily
be indicative of results of operations or financial position had the Guarantor Subsidiaries and the Non-Guarantor
Subsidiaries operated as independent entities. The separate financial statements of the Guarantor Subsidiaries are not
presented because management has determined they would not be material to investors.

14
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VCA ANTECH, INC. AND SUBSIDIARIES
NOTES TO CONDENSED, CONSOLIDATED FINANCIAL STATEMENTS (Continued)

CONDENSED, CONSOLIDATING BALANCE SHEETS

As of September 30, 2004
(Unaudited)
(In thousands)
Non-
Guarantor Guarantor
VCA Vicar SubsidiariesSubsidiaries Elimination Consolidated
Current assets:
Cash and cash equivalents $ $ 48,390 $ 2366 $ 78 ) $ 50,834
Trade accounts receivable, net 9 25,089 667 25,765
Inventory, prepaid expenses and
other 3,729 6,715 694 11,138
Deferred income taxes 12,921 12,921
Prepaid income taxes 8,368 8,368
Total current assets 73,417 34,170 1,439 109,026
Property and equipment, net 6,404 106,130 2,449 114,983
Other assets:
Goodwill 449,751 31,325 481,076
Other intangible assets, net 6,966 750 7,716
Deferred financing costs, net 4,037 4,037
Other 29 1,962 3,740 2,786 (1,617) 6,900
Investment in subsidiaries 253,638 386,786 32,435 (672,859)
Total assets $253,667 $ 472,606 $633,192  $38,749 $(674,476) $723,738
Current liabilities:
Current portion of long-term
obligations $ $ 2,522 $ 1,091 $ 202 $ (202) $ 3,013
Accounts payable 9,960 2,651 12,611
Accrued payroll and related
liabilities 12,284 7,454 381 20,119
Accrued interest 5,621 141 5,762
Other accrued liabilities 14,180 4,176 18,356
Total current liabilities 44,567 15,513 583 (202) 60,461
Long-term obligations, less
current portion 393,214 2,242 (1,415) 394,041
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Deferred income taxes
Other liabilities
Intercompany
payable/(receivable)
Minority interest
Preferred stock
Stockholders equity:
Common stock
Additional paid-in capital
Accumulated equity (deficit)
Accumulated other
comprehensive income
Notes receivable from
stockholders

Total stockholders equity

Total liabilities and
stockholders equity
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30,485 30,485
3,544 7,679 11,223
35,336 (252,842) 220,972 (3,466)
9,197 9,197
82 82
250,174 250,174
(32,076) 253,477 386,786 41,632 (681,895) (32,076)
161 161 (161) 161
(10) (10)
218,331 253,638 386,786 41,632 (682,056) 218,331
$253,667 $ 472,606 $633,192  $38,749 $(674,476)  $723,738
15
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VCA ANTECH, INC. AND SUBSIDIARIES
NOTES TO CONDENSED, CONSOLIDATED FINANCIAL STATEMENTS (Continued)

CONDENSED, CONSOLIDATING BALANCE SHEETS

As of December 31, 2003
(In thousands)
Non-
Guarantor Guarantor
VCA Vicar SubsidiariesSubsidiaries Elimination Consolidated
Current assets:
Cash and cash equivalents $ $ 14,883 $ 2244 $ 110 $ $ 17,237
Trade accounts receivable, net 6 21,790 539 22,335
Inventory, prepaid expenses and
other 2,607 6,228 597 9,432
Deferred income taxes 11,040 11,040
Prepaid income taxes 7,266 7,266
Total current assets 35,802 30,262 1,246 67,310
Property and equipment, net 6,692 90,933 1,536 99,161
Other assets:
Goodwill 351,130 22,108 373,238
Other intangible assets, net 4,116 576 4,692
Deferred financing costs, net 4,601 4,601
Other 30 1,939 2,451 2,296 (915) 5,801
Investment in subsidiaries 203,141 313,565 25,109 (541,815)
Total assets $203,171 $ 362,599 $504,001 $27,762 $(542,730)  $554,803
Current liabilities:
Current portion of long-term
obligations $ $ 1544 $ 859 $ $ $ 2,403
Accounts payable 7,295 1,913 9,208
Accrued payroll and related
liabilities 7,837 7,541 338 15,716
Accrued interest 1,517 16 5 1,538
Other accrued liabilities 10,590 4,423 (7) 15,006
Total current liabilities 28,783 14,752 336 43,871
Long-term obligations, less
current portion 314,451 1,530 915) 315,066
Deferred income taxes 24,532 24,532
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Other liabilities 3,216 2,176 5,392

Intercompany

payable/(receivable) 41,248 (211,524) 171,978 (1,702)

Minority interest 4,019 4,019

Preferred stock

Stockholders equity:

Common stock 81 81

Additional paid-in capital 244271 244,271

Accumulated equity (deficit) (82,331) 203,223 313,565 29,128 (545,916) (82,331)

Accumulated other

comprehensive loss (82) (82) 82 (82)

Notes receivable from

stockholders (16) (16)

Total stockholders equity 161,923 203,141 313,565 29,128 (545,834) 161,923

Total liabilities and

stockholders equity $203,171 $ 362,599 $504,001 $27.,762 $(542,730)  $554,803
16
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VCA ANTECH, INC. AND SUBSIDIARIES
NOTES TO CONDENSED, CONSOLIDATED FINANCIAL STATEMENTS (Continued)
CONDENSED, CONSOLIDATING INCOME STATEMENTS
For the Three Months Ended September 30, 2004
(Unaudited)
(In thousands)

Non-
Guarantor Guarantor

VCA Vicar  Subsidiaries Subsidiaries Elimination Consolidated
Revenue $ $ $168,974 $14,844 $§ (466) $183,352
Direct costs 122,450 11,587 (466) 133,571
Gross profit 46,524 3,257 49,781
Selling, general and
administrative 6,478 6,050 509 13,037
Loss on sale of assets (1D (D) (12)
Operating income (loss) (6,478) 40,485 2,749 36,756
Interest expense, net 6,594 90 (55) 6,629
Minority interest expense 746 746
Other income 9) 9
Equity interest in income
of subsidiaries 17,344 28,407 2,058 (47,809)
Income before provision
(benefit) for income taxes 17,344 15,344 42,453 2,804 (48,555) 29,390
Provision (benefit) for
income taxes (2,000) 14,046 12,046
Net income $17,344  $17,344 $ 28,407 $ 2,804 $(48,555) $ 17,344

17
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VCA ANTECH, INC. AND SUBSIDIARIES
NOTES TO CONDENSED, CONSOLIDATED FINANCIAL STATEMENTS (Continued)
CONDENSED, CONSOLIDATING INCOME STATEMENTS
For the Three Months Ended September 30, 2003
(Unaudited)
(In thousands)

Non-
Guarantor Guarantor

VCA Vicar Subsidiaries Subsidiaries Elimination Consolidated
Revenue $ $ $133,089  $11,044 $ (249 $143,884
Direct costs 94,484 8,613 (249) 102,848
Gross profit 38,605 2,431 41,036
Selling, general and
administrative 3,982 4,970 401 9,353
Write-down and loss on sale of
assets 442 442
Operating income (loss) (3,982) 33,193 2,030 31,241
Interest expense, net 2) 6,354 38 (29) 6,361
Minority interest expense 456 456
Debt retirement costs 1,701 1,701
Other income (129) (129)
Equity interest in income of
subsidiaries 13,488 20,541 1,603 (35,632)
Income before provision
(benefit) for income taxes 13,490 8,633 34,758 2,059 (36,088) 22,852
Provision (benefit) for income
taxes 1 (4,855) 14,217 9,363
Net income $13,489 $13,488 $ 20,541 $ 2,059 $(36,088) $ 13,489

18
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VCA ANTECH, INC. AND SUBSIDIARIES
NOTES TO CONDENSED, CONSOLIDATED FINANCIAL STATEMENTS (Continued)

CONDENSED, CONSOLIDATING INCOME STATEMENTS
For the Nine Months Ended September 30, 2004

(Unaudited)
(In thousands)
Non-
Guarantor Guarantor
VCA Vicar  SubsidiariesSubsidiaries Elimination Consolidated
Revenue $ $ $458,552  $40,238 $ (1,141) $497,649
Direct costs 327,928 31,517 (1,141) 358,304
Gross profit 130,624 8,721 139,345
Selling, general and
administrative 14,777 17,313 1,413 33,503
Loss (gain) on sale of
assets 55 (D) 54
Operating income (loss) (14,777) 113,256 7,309 105,788
Interest expense, net ) 18,678 199 (163) 18,712
Minority interest expense 1,917 1,917
Debt retirement costs 810 810
Other income (185) (185)
Equity interest in income
of subsidiaries 50,254 73,221 5,555 (129,030)
Income before provision
(benefit) for income taxes 50,256 39,141 118,612 7,472 (130,947) 84,534
Provision (benefit) for
income taxes 1 (11,113) 45,391 34,279
Net income $50,255 $ 50,254 $ 73,221 $ 7,472 $(130,947) $ 50,255
19
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VCA ANTECH, INC. AND SUBSIDIARIES

(Continued)

CONDENSED, CONSOLIDATING INCOME STATEMENTS
For the Nine Months Ended September 30, 2003
(Unaudited)
(In thousands)

Revenue
Direct costs

Gross profit

Selling, general and
administrative

Write-down and loss (gain) on
sale of assets

Operating income (loss)
Interest expense, net
Minority interest expense
Debt retirement costs

Other expense

Equity interest in income of
subsidiaries

Income before provision
(benefit) for income taxes
Provision (benefit) for income
taxes

Net income

Guarantor Guarantor

Non-

VCA Vicar Subsidiaries Subsidiaries Elimination Consolidated
$ $ $381,388 $31,560 $ (724) $412,224
271,368 24,770 (724) 295,414
110,020 6,790 116,810
12,649 14,767 1,130 28,546
(D) 283 282
(12,648) 94,970 5,660 87,982
524 19,247 104 (104) 19,771
1,279 1,279
7,417 1,701 9,118
129 129

38,707 58,617 4,485 (101,809)
30,766 24,892 99,351 5,764 (103,088) 57,685
(3,256) (13,815) 40,734 23,663
$34,022 $ 38,707 $ 58,617 $ 5,764 $(103,088) $ 34,022
20
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VCA ANTECH, INC. AND SUBSIDIARIES

NOTES TO CONDENSED, CONSOLIDATED FINANCIAL STATEMENTS (Continued)

CONDENSED, CONSOLIDATING STATEMENTS OF CASH FLOWS

Cash flows from operating
activities:

Net income

Adjustments to reconcile net
income to net cash provided by
(used in) operating activities:
Equity interest in earnings of
subsidiaries

Depreciation and amortization

For the Nine Months Ended September 30, 2004
(Unaudited)
(In thousands)

Non-
Guarantor Guarantor
VCA Vicar SubsidiariesSubsidiaries Elimination Consolidated

$ 50,255 $ 50,254 $ 73,221 $ 7,472 $(130,947)  $50,255

Amortization of deferred financing

costs and debt discount
Provision for uncollectible
accounts

Debt retirement costs

Loss (gain) on sale of assets
Other

Minority interest in income of
subsidiaries

Distributions to minority interest
partners

Increase in trade accounts
receivable

Decrease (increase) in inventory,
prepaid expenses and other assets
Increase (decrease) in accounts
payable and other accrued
liabilities

Increase (decrease) in accrued
payroll and related liabilities
Increase (decrease) in accrued
interest

Decrease in prepaid income taxes
Increase in deferred income tax
assets

Increase in deferred income tax
liabilities
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(50,254)  (73,221) (5,555) 129,030
1,180 9,659 568 11,407
548 4 552
1,792 398 2,190
810 810
55 (1) 54
(350) (350)
1,917 1,917
(1,505) (1,505)
3) (4,546) (526) (5,075)
(870) 58 97 (909)
6,255 (4,503) 7 1,759
4,447 (5,167) 43 (677)
4,104 8 5 4,107
2,369 2,369
(823) (823)
5,654 5,654
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Increase (decrease) in

intercompany payable/(receivable) (2,370) 71,089 (60,828) (7,891)

Net cash provided by (used in)

operating activities (2,369) 70,288 3,848 (32) 71,735
21
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VCA ANTECH, INC. AND SUBSIDIARIES
NOTES TO CONDENSED, CONSOLIDATED FINANCIAL STATEMENTS (Continued)

CONDENSED, CONSOLIDATING STATEMENTS OF CASH FLOWS (Continued)
For the Nine Months Ended September 30, 2004

(Unaudited)
(In thousands)
Non-
Guarantor Guarantor
VCA Vicar SubsidiarieSubsidiariEdiminationConsolidated

Cash flows from investing
activities:
Business acquisitions, net of
cash acquired $ $ (97,152) $ $ $ $ (97,152)
Real estate acquired in
connection with business
acquisitions (5,565) (5,565)
Property and equipment
additions (12,124) (3,911) (16,035)
Proceeds from sale of assets 182 2 184
Other 7 1,363 183 1,553
Net cash provided by (used
in) investing activities 7 (113,296) (3,726) (117,015)
Cash flows from financing
activities:
Repayment of long-term
obligations (147,691) (147,691)
Proceeds from issuance of
long-term debt 225,000 225,000
Payment of financing costs (794) (794)
Proceeds from issuance of
common stock under stock
option plans 2,362 2,362
Net cash provided by
financing activities. 2,362 76,515 78,877
Increase (decrease) in cash
and cash equivalents 33,507 122 (32) 33,597

14,883 2,244 110 17,237
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Cash and cash equivalents at
beginning of period

Cash and cash equivalents at
end of period $ $ 48,390

22

$ 2,366

$ 50,834
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VCA ANTECH, INC. AND SUBSIDIARIES

CONDENSED, CONSOLIDATING STATEMENTS OF CASH FLOWS

Cash flows from operating
activities:

Net income

Adjustmen