Service Corporation International Announces 2001 Charges, Impact of New Goodwill Accounting
Standard and Comments on Recent Litigation
January 9, 2002
HOUSTON, Jan. 9 /PRNewswire/ -- Service Corporation International (NYSE: SRV), the world's largest funeral and cemetery company, today
announced non-recurring charges recognized in the fourth quarter of 2001 primarily related to the Company's plan to joint venture certain international
funeral and cemetery operations. The Company's plan is to actively seek joint venture partners for its funeral and cemetery operations in Europe
(France and the United Kingdom) and in South America (Argentina, Chile and Uruguay). The Company will also seek investors for the complete
disposition of the Company's remaining smaller funeral and cemetery operations outside of North America.
Commenting on the Company's plan concerning its operations outside of North America, SCI Vice Chairman, B. D. Hunter, said:
"We have been pleased with the values received and the high quality partners involved in the joint venture transactions we have completed to date and
believe these partners will add further value to these funeral and cemetery operations going forward. Our plan is to continue seeking viable joint
venture partners for our remaining major funeral and cemetery operations outside of North America. We believe these transactions will continue our
deleveraging efforts and improve our financial condition."
As a result of the Company's plan for its operations outside of North America, the Company will recognize a charge estimated to be $620 million on a
pretax basis in the fourth quarter of 2001 to reduce the carrying values of these international operations to their net realizable values. Including a
recognizable tax benefit estimated to be approximately $70 million, the charge will be approximately $550 million on an after tax basis. As a result of
reducing these operations to their net realizable values, the Company will cease depreciating the assets of such operations after December 31, 2001.
The Company also expects to be in compliance with all financial covenants at December 31, 2001 after taking into account all charges recognized in
the fourth quarter of 2001.
Included in the estimated $550 million charge is approximately $150 million which the Company estimates will be the cumulative foreign currency
translation adjustment at December 31, 2001 related to the operations outside of North America which is currently included in other comprehensive
income in the Company's stockholders' equity. Any further foreign currency translation effect resulting from changes in foreign currency exchange
rates subsequent to December 31, 2001 will be accumulated prospectively in other comprehensive income in stockholders' equity. The cumulative
foreign currency translation amounts described above, and adjusted for any future changes, will not be removed from other comprehensive income in
stockholders' equity until the joint venture transactions are consummated.
Other Restructuring Charges
As part of the Company's ongoing cost rationalization programs for its North America funeral and cemetery operations, the Company will also
recognize in the fourth quarter of 2001 restructuring charges estimated to be $11 million on a pretax basis and $7 million on an after tax basis. The
charges primarily relate to severance costs and termination of additional consulting and non-compete agreements associated with 123 employees in
the Company's North America funeral and cemetery operations or corporate offices. Annual savings as a result of these terminations are expected to
total approximately $4 million.
Adoption Of New Goodwill Accounting Standard
Effective January 1, 2002, the Company will adopt Statement of Financial Accounting Standard No. 142, "Goodwill and Other Intangible Assets"
(SFAS No. 142). After adoption of SFAS No. 142, goodwill recognized on the Company's consolidated balance sheet will no longer be amortized. At
September 30, 2001, the Company had $1.95 billion of goodwill presented as Names and Reputations on the Company's consolidated balance sheet.
After the recognition in the fourth quarter of 2001 of the impairment charges for the Company's operations outside of North America, the Company's
remaining goodwill primarily relates to its North America funeral reporting unit (approximately $1.2 billion) and North America cemetery reporting unit
(approximately $150 million). The Company has estimated the adoption of SFAS No. 142 in the first quarter of 2002 will result in a non-cash charge of
up to the $150 million in goodwill associated with the Company's North America cemetery reporting unit. The Company does not expect to incur a
charge upon adoption of SFAS No. 142 related to the goodwill associated with the Company's North America funeral reporting unit.
Comments On Recent Lawsuit Filed In Florida
As discussed in the Company's press release dated December 20, 2001, the Company is in the process of conducting an investigation relating to the
allegations made in a lawsuit filed in the State of Florida concerning two cemeteries acquired by the Company in 1995. The Company's investigation is
not complete. On January 3, 2002, the Company met with Florida state officials and presented a plan to address issues raised in the Florida litigation.
The plan is currently being implemented.
Commenting on the ongoing investigation, SCI President and Chief Operating Officer, Jerald L. Pullins, said:
"Our investigation into the allegations is ongoing and we are currently doing everything in our power to alleviate the concerns of the families involved in
these two cemeteries. We currently have a very high success rate in addressing these concerns with families that have contacted us regarding these
two cemeteries. If requested, we will make full refunds to any unsatisfied families that have funeral and cemetery interment spaces, merchandise or
services purchased in advance of need from these two cemeteries. We also have pledged our full and complete cooperation to the appropriate Florida
state officials in their investigation of these same matters."
Conference Call
The Company will host a conference call to discuss the items in this press release on Thursday, January 10, 2002, at 8:00 a.m. (Central time). The

telephone number to participate live during the conference call is (913) 981-5509. The conference call will also be broadcast live via the Internet
through PRNewswire at http://www.videonewswire.com/event.asp?id=2610 . A replay of the conference call will be available shortly after the live call
and will be available through January 24, 2002. The replay of the conference call can be accessed at (719) 457-0820 using confirmation code 673972.
Cautionary Statement on Forward-Looking Statements
The statements in this press release that are not historical facts are forward-looking statements made in reliance on the "safe harbor" protections
provided under the Private Securities Litigation Reform Act of 1995. These statements may be accompanied by words such as "believe," "estimate,"
"project," "expect," "anticipate" or "predict," that convey the uncertainty of future events or outcomes. These statements are based on assumptions that
the Company believes are reasonable; however, many important factors could cause the Company's actual results in the future to differ materially from
the forward-looking statements made herein and in any other documents or oral presentations made by, or on behalf of, the Company. Important
factors which could cause actual results of the Company to differ materially from those in forward-looking statements include, among others, the
following:

1)

2)
3)

4)

5)

6)
7)
8)

Changes in general economic conditions, both domestically and
internationally, impacting financial markets (e.g., marketable
security values, as well as currency and interest rate fluctuations)
that could negatively affect the Company, particularly, but not
limited to, levels of interest expense and negative currency
translation effects.
Changes in credit relationships impacting the availability of credit
and the general availability of credit in the marketplace.
The Company's ability to successfully implement its strategic plan
as defined in the Company's Form 10-K for the year ended December
31, 2000, including:
-- the continuation of cost reduction initiatives,
-- the continuation of actions to improve operating free cash flow,
including the sale of certain funeral and cemetery operations,
-- the continuation of debt reduction initiatives,
-- the implementation of strategic revenue and marketing
initiatives resulting in increased volume through its existing
facilities, and
-- the interest of third parties to enter into and consummate
alliances and joint ventures with the Company.
Changes in consumer demand and/or pricing for the Company's products
and services caused by several factors, such as changes in local
death rates, cremation rates, competitive pressures and local
economic conditions.
Changes in domestic and international political and/or regulatory
environments in which the Company operates, including potential
changes in tax and accounting policies.
The Company's ability to successfully exploit its substantial
purchasing power with certain of the Company's vendors.
The outcomes of pending class action lawsuits against the Company
involving alleged violations of securities laws.
Any developments that may arise from further investigation of the
lawsuit recently filed in Florida.

For further information on these and other risks and uncertainties, see the Company's Securities and Exchange Commission filings, including the
Company's 2000 Annual Report on Form 10-K. The Company assumes no obligation to publicly update or revise any forward-looking statements
made herein or any other forward-looking statements made by the Company, whether as a result of new information, future events or otherwise.
As of September 30, 2001, the Company and its affiliates operated 3,188 funeral service locations, 485 cemeteries and 178 crematoria and provides
funeral and cemetery services in 12 countries on four continents.
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