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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

x  QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF

1934
For the quarterly period ended: June 30, 2011

Commission file number: 1-9344

AIRGAS, INC.

(Exact name of registrant as specified in its charter)

Delaware 56-0732648
(State or other jurisdiction of (LR.S. Employer
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incorporation or organization) Identification No.)
259 North Radnor-Chester Road, Suite 100

Radnor, PA 19087-5283
(Address of principal executive offices) (ZIP code)
(610) 687-5253

(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 or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer x Accelerated filer

Non-accelerated filer ~~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ©~ No x

Shares of common stock outstanding at August 2, 2011: 75,630,256 shares
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

(In thousands, except per share amounts)

Net Sales

Costs and Expenses:

AIRGAS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EARNINGS

(Unaudited)

Cost of products sold (excluding depreciation)
Selling, distribution and administrative expenses

Restructuring (Note 17)

Costs (benefit) related to unsolicited takeover attempt (Note 18)

Depreciation
Amortization

Total costs and expenses

Operating Income

Interest expense, net
Losses on the extinguishment of debt
Other income (expense), net

Earnings before income taxes

Income taxes

Net Earnings

Net Earnings Per Common Share:

Basic earnings per share

Diluted earnings per share

Weighted Average Shares Outstanding:

Basic

Diluted

See accompanying notes to consolidated financial statements.
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Three Months Ended
June 30,
2011 2010
$ 1,164,300 $ 1,052,656
530,780 475,102
423,446 390,549
13,330
(6,700) 3,787
60,267 54,265
6,149 6,202
1,027,272 929,905
137,028 122,751
(16,650) (13,319)
(2,941)
730 (610)
121,108 105,881
(46,263) (41,082)
$ 74,845 $ 64,799
$ 0.96 $ 0.78
$ 0.93 $ 0.76
78,346 83,457
80,097 85,281
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AIRGAS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(In thousands, except per share amounts)
ASSETS

Current Assets

Cash

Trade receivables, less allowances for doubtful accounts of $27,742 and $23,655 at June 30, 2011 and

March 31, 2011, respectively
Inventories, net

Deferred income tax asset, net

Prepaid expenses and other current assets

Total current assets

Plant and equipment at cost
Less accumulated depreciation

Plant and equipment, net

Goodwill
Other intangible assets, net
Other non-current assets

Total assets

LIABILITIES AND STOCKHOLDERS EQUITY
Current Liabilities

Accounts payable, trade

Accrued expenses and other current liabilities

Current portion of long-term debt

Total current liabilities

Long-term debt, excluding current portion
Deferred income tax liability, net

Other non-current liabilities
Commitments and contingencies

Stockholders Equity

Preferred stock, 20,030 shares authorized, no shares issued or outstanding at June 30, 2011 and March 31,

2011

Common stock, par value $0.01 per share, 200,000 shares authorized, 86,658 and 86,591 shares issued at

June 30, 2011 and March 31, 2011, respectively
Capital in excess of par value

Retained earnings

Accumulated other comprehensive income

Table of Contents

(Unaudited)

June 30,
2011

$ 60,535

590,130
380,303
52,058
81,870

1,164,896

4,061,369
(1,540,060)

2,521,309

1,137,451
210,095
50,597

$ 5,084,348

$ 162,645
357,584
10,188

530,417

2,221,902
735,381
82,025

867
616,064
1,551,303
8,516

March 31,
2011

$ 57,218

550,262
362,502

50,132
100,531

1,120,645

3,949,974
(1,494,216)

2,455,758

1,117,336
197,168
44,974

$ 4,935,881

$ 163,091
391,544
9,868

564,503

1,842,994
722,954
70,548

866
607,593
1,498,728
7,580
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Treasury stock, 11,135 and 6,995 shares at cost at June 30, 2011 and March 31, 2011, respectively (662,127) (379,885)
Total stockholders equity 1,514,623 1,734,882
Total liabilities and stockholders equity $ 5,084,348 $ 4,935,881

See accompanying notes to consolidated financial statements.
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AIRGAS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Three Months Ended
June 30,
(In thousands) 2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES
Net earnings $ 74,845 $ 64,799
Adjustments to reconcile net earnings to net cash provided by (used in) operating activities:
Depreciation 60,267 54,265
Amortization 6,149 6,202
Deferred income taxes 9,791 5,500
Loss (gain) on sales of plant and equipment 172) 636
Stock-based compensation expense 11,577 10,269
Losses on the extinguishment of debt 2,941
Changes in assets and liabilities, excluding effects of business acquisitions:
Securitization of trade receivables (295,000)
Trade receivables, net (32,660) (22,768)
Inventories, net (14,820) (10,671)
Prepaid expenses and other current assets 19,733 15,990
Accounts payable, trade (2,062) (6,509)
Accrued expenses and other current liabilities (32,793) 43,519
Other non-current assets 1,484 1,293
Other non-current liabilities 8,966 (670)
Net cash provided by (used in) operating activities 110,305 (130,204)
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (78,451) (61,121)
Proceeds from sales of plant and equipment 6,676 3,338
Business acquisitions and holdback settlements (93,159) 2,474)
Other, net (1,445) 66
Net cash used in investing activities (166,379) (60,191)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings 823,515 406,739
Repayment of debt (448,630) (202,688)
Financing costs (1,751) (854)
Premium paid on redemption of senior subordinated notes (2,650)
Purchase of treasury stock (300,000)
Proceeds from the exercise of stock options 8,624 5,232
Stock issued for the Employee Stock Purchase Plan 3,527 3,580
Tax benefit realized from the exercise of stock options 4,012 1,952
Dividends paid to stockholders (22,270) (18,372)
Change in cash overdraft (7,636) 8,345
Net cash provided by financing activities 59,391 201,284
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Change in cash $ 3317 $ 10,889
Cash Beginning of period 57,218 47,001
Cash  End of period $ 60,535 $ 57,890

See accompanying notes to consolidated financial statements.

Table of Contents



Edgar Filing: AIRGAS INC - Form 10-Q

Table of Conten
AIRGAS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

(1) BASIS OF PRESENTATION

The consolidated financial statements include the accounts of Airgas, Inc. and its subsidiaries ( Airgas or the Company ). Intercompany accounts
and transactions are eliminated in consolidation. The accompanying consolidated financial statements have been prepared in accordance with

U.S. generally accepted accounting principles ( GAAP ). These consolidated financial statements do not include all disclosures required for

annual financial statements. These consolidated financial statements should be read in conjunction with the more complete disclosures contained

in the Company s audited consolidated financial statements for the fiscal year ended March 31, 2011.

The preparation of financial statements in accordance with GAAP requires the use of estimates. The consolidated financial statements reflect, in
the opinion of management, reasonable estimates and all adjustments necessary to present fairly the Company s results of operations, financial
position and cash flows for the periods presented. The interim operating results are not necessarily indicative of the results to be expected for the
entire year.

(2) ACCOUNTING AND DISCLOSURE CHANGES

(a) Recently adopted accounting pronouncements

On April 1, 2011, the Company adopted prospectively Accounting Standards Update ( ASU ) No. 2009-13, Revenue Recognition (Topic 605):
Multiple-Deliverable Revenue Arrangements —a consensus of the FASB Emerging Issues Task Force ( ASU 2009-13 ), which addresses the
allocation of revenue in arrangements containing multiple deliverables. Specifically, ASU 2009-13 modifies existing GAAP by providing new
guidance concerning (1) the determination of whether an arrangement involving multiple deliverables contains more than one unit of accounting,
and (2) the manner in which arrangement consideration should be allocated to such deliverables. The guidance requires the use of an entity s best
estimate of the selling price of a deliverable if vendor specific objective evidence or third-party evidence of the selling price cannot be
determined. Additionally, ASU 2009-13 eliminates the use of the residual method of allocating consideration when vendor specific objective
evidence or third-party evidence of the selling price is known for some, but not all, of the delivered items in a multiple element arrangement.
Finally, ASU 2009-13 requires expanded qualitative and quantitative disclosures in the financial statements.

The Company currently has contracts in place that contain multiple deliverables, principally product supply agreements for gases and container
rental. These arrangements provide for the purchase of gas product and the rental of storage vessels under a single agreement. The Company
treats the deliverables in these arrangements as separate units of accounting with selling prices derived from Company specific or third-party
evidence, both of which are determined from the highly competitive markets within the specific localities of the Company s packaged gas
distribution business. Revenue for gas product in these arrangements is recognized when the product is shipped, while revenue for container
rental in these arrangements is recognized over the period in which the customer is utilizing the container.

The adoption of ASU 2009-13 did not have an effect on the Company s accounting for its multiple-deliverable revenue arrangements, nor is it
expected to materially impact the Company s consolidated financial statements in the periods after the initial adoption.

On April 1, 2011, the Company adopted ASU No. 2010-28, Intangibles Goodwill and Other (Topic 350): When to Perform Step 2 of the
Goodwill Impairment Test for Reporting Units with Zero or Negative Carrying Amounts —a consensus of the FASB Emerging Issues Task Force

( ASU 2010-28 ), which provides additional guidance on when Step 2 of the goodwill impairment test must be performed. The guidance clarifies
that for reporting units with zero or negative carrying amounts, Step 2 must be performed if it is more likely than not that a goodwill impairment
exists based on the evaluation of certain qualitative factors. The Company s consolidated financial statements were not impacted by the adoption
of ASU 2010-28. Future goodwill impairment tests will follow the requirements of the new guidance.

On April 1, 2011, the Company adopted ASU No. 2010-29, Business Combinations (Topic 805): Disclosure of Supplementary Pro Forma
Information for Business Combinations a consensus of the FASB Emerging Issues Task Force ( ASU 2010-29 ), which provides clarification on
disclosure requirements and amends current guidance to require entities to disclose pro forma revenue and earnings of the combined entity as
though the acquisition date for all business combinations that occurred during the current year had been as of the beginning of the comparable

prior annual reporting period. Qualitative disclosures describing the nature and amount of any material, nonrecurring pro forma adjustments
directly attributable to the business combinations included in the reported pro forma revenue and earnings are also required. Pro forma
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disclosures for acquisitions occurring on or after April 1, 2011 follow the new guidance
business combinations.
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see Note 3 for disclosures related to the Company s
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AIRGAS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(UNAUDITED)

(b) Accounting pronouncements not yet adopted

In May 2011, the Financial Accounting Standards Board ( FASB ) issued ASU No. 2011-04, Fair Value Measurement (Topic 820): Amendments
to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs ( ASU 2011-04 ), which amends existing
GAAP with respect to fair value measurements. The majority of the key provisions of ASU 2011-04 represent clarifications to existing fair value
measurement guidance, including changes in the valuation premise and the application of premiums and discounts. However, new disclosures

are required under ASU 2011-04, including more robust disclosures related to Level 3 fair value measurements, a broader scope related to the
disclosure of transfers between Level 1 and Level 2 fair value measurements, and new disclosures around the fair value hierarchy related to

assets and liabilities disclosed at fair value but not measured as such on the balance sheet. The new guidance is effective prospectively for

interim and annual periods beginning after December 15, 2011, with early adoption prohibited. The Company does not expect the new guidance

to have a significant impact on its fair value measurements. Upon adoption, the Company will modify its fair value measurement disclosures as
applicable in light of the new requirements.

In June 2011, the FASB issued ASU No. 2011-05, Comprehensive Income (Topic 220): Presentation of Comprehensive Income ( ASU 2011-05 ),
which increases the prominence of items reported in other comprehensive income. Under ASU 2011-05, entities will be required to present all
non-owner changes in stockholders equity in a single continuous statement of comprehensive income or in two separate but consecutive
statements, thereby eliminating the option to present components of other comprehensive income as part of the statement of stockholders equity.
Currently, components of the Company s other comprehensive income consist of foreign currency translation adjustments and the net gain or loss
on derivative instruments. The new guidance is effective for fiscal years beginning after December 15, 2011, with early adoption permitted and

full retrospective application required. The Company is currently evaluating the two alternative presentations of other comprehensive income;
however, adoption of the new guidance will not impact the Company s consolidated financial results.

(3) ACOQUISITIONS

Acquisitions have been recorded using the acquisition method of accounting and, accordingly, results of their operations have been included in
the Company s consolidated financial statements since the effective date of each respective acquisition.

During the three months ended June 30, 2011, the Company purchased four businesses. The largest of these businesses were ABCO Gases,
Welding and Industrial Supply Company, Inc. ( ABCO ) and Pain Enterprises, Inc. ( Pain ). ABCO is a New England-based industrial gas and
welding supply distributor with 12 locations throughout Connecticut, New Hampshire, Massachusetts and Rhode Island with historical annual
sales of approximately $35 million. Pain, a producer and distributor of dry ice and carbon dioxide with 20 locations throughout the Midwestern
United States, generated historical annual sales of approximately $33 million. For the three months ended June 30, 2011, a total of $93.2 million
in cash was paid for the four businesses, the settlement of holdback liabilities and the settlement of a contingent consideration arrangement
associated with a prior year acquisition. Transaction and other integration costs incurred in the quarter ended June 30, 2011 were $627 thousand.
The businesses acquired during the three months ended June 30, 2011 had aggregate historical annual sales of approximately $70 million. These
acquisitions contributed $8 million in net sales for the three months ended June 30, 2011. The Company acquired these businesses in order to
expand its geographic coverage and strengthen its national network of branch-store locations, and to expand its dry ice and liquid carbon dioxide
production and distribution.

Purchase Price Allocation

The Company negotiated the respective purchase prices of the businesses based on the expected cash flows to be derived from their operations
after integration into the Company s existing distribution network and production locations. The acquisition purchase price is allocated based on
the fair values of the assets acquired and liabilities assumed, which are based on third-party appraisals and management estimates. Fiscal 2012
purchase price allocations are primarily based on provisional fair values and are subject to revision as the Company finalizes appraisals and
other analyses. The following table summarizes the estimated fair values of the assets acquired and liabilities assumed related to fiscal 2012
acquisitions, as well as adjustments to finalize the valuations of certain prior year acquisitions. Valuation adjustments related to prior year
acquisitions were not significant and appraisals for prior year acquisitions are substantially complete. The final determination of the fair values
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of assets acquired and liabilities assumed may result in further adjustments to the values presented below.
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AIRGAS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(UNAUDITED)
Distribution All Other

Business Operations

Segment Business Segment Total
(In thousands)
Current assets, net $ 7,613 $ 4,486 $ 12,099
Plant and equipment 31,036 21,815 52,851
Goodwill 16,141 6,610 22,751
Other intangible assets 13,690 5,130 18,820
Current liabilities (6,714) (2,395) (9,109)
Non-current liabilities (1,184) (3,069) (4,253)
Total cash consideration $ 60,582 $ 32,577 $93,159

The fair value of trade receivables acquired with fiscal 2012 acquisitions was $7.2 million, which approximated gross contractual amounts
receivable. Goodwill associated with fiscal 2012 acquisitions was $22.9 million and is deductible for income tax purposes. Goodwill largely
consists of expected synergies resulting from the acquisitions, including the expansion of geographical coverage that will facilitate the sale of
industrial, medical and specialty gases and related supplies. Intangible assets related to fiscal 2012 acquisitions represent customer relationships
and non-competition agreements and amounted to $15.4 million and $3.3 million, respectively. See Note 5 for further information on goodwill
and intangible assets.

In connection with acquisitions completed prior to the April 1, 2009 adoption of the revised guidance on business combinations, the Company is
a party to contingent payment agreements that provide for additional consideration to be paid to sellers if the future earnings of the acquired
businesses exceed predetermined amounts. Amounts payable under these contingent payment agreements continue through fiscal 2019 and are
limited to $7.8 million. Such amounts, if paid, will be capitalized as additional costs of the acquisitions.

Pro Forma Operating Results

The following table provides unaudited pro forma results of operations for the three-month periods ended June 30, 2011 and 2010, as if fiscal
2012 acquisitions had occurred on April 1, 2010. The pro forma results were prepared from financial information obtained from the sellers of the
businesses, as well as information obtained during the due diligence process associated with the acquisitions. The unaudited pro forma results
reflect certain adjustments related to the acquisitions, such as increased depreciation and amortization expense resulting from the stepped-up
basis to fair value of assets acquired and adjustments to reflect the Company s borrowing and tax rates. The pro forma operating results do not
include any anticipated synergies related to combining the businesses. Accordingly, such pro forma operating results were prepared for
comparative purposes only and do not purport to be indicative of what would have occurred had the acquisitions been made as of April 1, 2010
or of results that may occur in the future.

Three Months Ended
June 30,
(In thousands, except per share amounts) 2011 2010
Net sales $1,172,730 $ 1,066,906
Net earnings 74,852 64,498
Diluted earnings per share $ 0.93 $ 0.76

(4) INVENTORIES, NET

Inventories, net, consist of:
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Gases
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June 30,
2011

$ 268,736
111,567

$ 380,303

March 31,
2011

$ 246,607
115,895

$ 362,502
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AIRGAS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(UNAUDITED)

Hardgoods inventories determined using the last-in, first-out ( LIFO ) inventory method totaled $33 million at June 30, 2011 and $32 million at
March 31, 2011. The balance of the hardgoods inventories is valued using the first-in, first-out ( FIFO ) and average-cost inventory methods. If
the hardgoods inventories valued under the LIFO method had been valued using the FIFO method, the carrying value of hardgoods inventory
would have been $11.4 million higher at June 30, 2011 and $11.1 million higher at March 31, 2011. Substantially all of the inventories are
finished goods.

(5) GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill is the excess of cost of an acquired entity over the amounts assigned to assets acquired and liabilities assumed in a business
combination. The valuations of assets acquired and liabilities assumed from certain recent acquisitions are based on preliminary estimates of fair
value and are subject to revision as the Company finalizes appraisals and other analyses. Changes in the carrying amount of goodwill for the
three months ended June 30, 2011 were as follows:

All Other
Distribution Operations
Business Business

(In thousands) Segment Segment Total
Balance at March 31, 2011 $ 930,718 $ 186,618 $1,117,336
Acquisitions @ 16,141 6,610 22,751
Other adjustments, including foreign currency translation (2,645) 9 (2,636)
Balance at June 30, 2011 $ 944214 $ 193,237 $ 1,137,451

@ Includes current acquisitions and adjustments made to prior year acquisitions.

Other intangible assets amounted to approximately $210 million and $197 million, net of accumulated amortization of $79 million and $75
million at June 30, 2011 and March 31, 2011, respectively. These intangible assets primarily consist of customer relationships, which are
amortized over the estimated benefit periods which range from 7 to 17 years, and non-competition agreements, which are amortized over the
term of the agreements. The determination of the estimated benefit period associated with customer relationships is based on an analysis of
historical customer sales attrition information and other customer-related factors at the date of acquisition. There are no expected residual values
related to these intangible assets. The Company evaluates the estimated benefit periods and recoverability of its intangible assets when facts and
circumstances indicate that the lives may not be appropriate and/or the carrying value of the asset may not be recoverable. If the carrying value
is not recoverable, impairment is measured as the amount by which the carrying value exceeds its estimated fair value. Fair value is generally
estimated based on either appraised value or other valuation techniques. Estimated future amortization expense by fiscal year is as follows:
remainder of fiscal 2012 - $18.1 million; 2013 - $23.4 million; 2014 - $21.1 million; 2015 - $19.6 million; 2016 - $18.1 million; and $109.8
million thereafter.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(UNAUDITED)

(6) ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

Accrued expenses and other current liabilities include:

June 30, March 31,
(In thousands) 2011 2011
Accrued payroll and employee benefits $ 91,949 $ 121,691
Business insurance reserves 46,814 45,438
Income taxes 21,969
Taxes other than income taxes 22,247 21,218
Cash overdraft 56,965 64,601
Deferred rental revenue 26,210 26,401
Accrued costs related to unsolicited takeover attempt (Note 18) 15,694 43,452
Other accrued expenses and current liabilities 75,736 68,743

$ 357,584 $ 391,544

@ With respect to the business insurance reserves above, the Company had corresponding insurance receivables of $12.2 million at both

June 30, 2011 and March 31, 2011, which are included within the Prepaid expenses and other current assets line item on the Company s
Consolidated Balance Sheets. The insurance receivables represent the balance of probable claim losses in excess of the Company s
self-insured retention for which the Company is fully insured.

® At March 31, 2011, the Company was in a net U.S. federal income tax refund position which was reflected as a current asset.

10
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AIRGAS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(UNAUDITED)
(7) INDEBTEDNESS
Long-term debt consists of:
June 30, March 31,

(In thousands) 2011 2011
Revolving credit borrowings - U.S. $ 458,400 $ 331,000
Revolving credit borrowings - Multi-currency 42,266 43,103
Revolving credit borrowings - France 4,641 4,106
Trade receivables securitization 295,000 295,000
Senior notes, net 1,206,730 954,343
Senior subordinated notes 215,446 215,446
Acquisition and other notes 9,607 9,864
Total long-term debt 2,232,090 1,852,862
Less current portion of long-term debt (10,188) (9,868)
Long-term debt, excluding current portion $2,221,902 $ 1,842,994

Senior Credit Facility

At June 30, 2011, the Company maintained a $750 million revolving credit facility (the Credit Facility ) with a syndicate of lenders. The Credit
Facility consists of a $650 million U.S. dollar revolving credit line and a $100 million (U.S. dollar equivalent) multi-currency revolving credit
line. The maturity date of the Credit Facility is September 13, 2014. Under circumstances described in the Credit Facility, the revolving credit
line may be increased by an additional $325 million, provided that the multi-currency revolving credit line may not be increased by more than an
additional $50 million.

As of June 30, 2011, the Company had $501 million of borrowings under the Credit Facility, including $458 million under the U.S. dollar
revolver and $42 million under the multi-currency revolver. The Company also had outstanding letters of credit of $41 million issued under the
Credit Facility. The U.S. dollar revolver borrowings bear interest at the London Interbank Offered Rate ( LIBOR ) plus 2.125%. The
multi-currency revolver bears interest based on a rate of 2.125% over the Euro currency rate applicable to each foreign currency borrowing. As
of June 30, 2011, the average effective interest rates on the U.S. dollar revolver and the multi-currency revolver were 2.24% and 2.98%,
respectively.

At June 30, 2011, the financial covenant of the Credit Facility did not restrict the Company s ability to borrow on the unused portion of the Credit
Facility. The Credit Facility contains customary events of default, including nonpayment and breach of covenants. In the event of default,
repayment of borrowings under the Credit Facility may be accelerated. As of June 30, 2011, $208 million remained unused under the Company s
Credit Facility.

On July 19, 2011, the Company entered into a $750 million Amended and Restated Credit Facility (the Amended and Restated Credit Facility )
to amend and restate the Credit Facility dated September 13, 2010. The amendments effected by the Amended and Restated Credit Facility
include the extension of the maturity date from September 13, 2014 to July 19, 2016 and a reduction in the applicable rates. The current
applicable rates were reduced from 2.125% to 1.250% per annum over LIBOR on the U.S. dollar revolver borrowings and the Euro currency rate
applicable to each foreign currency borrowing on the multi-currency revolver.
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The Amended and Restated Credit Facility, like the Credit Facility, contains customary affirmative and negative covenants, including a financial
covenant consistent with that of the Credit Facility. The Amended and Restated Credit Facility contains certain customary events of default,
including, without limitation, failure to make payments, a cross-default to certain other debt, breaches of covenants, breaches of representations
and warranties, certain monetary judgments and bankruptcy and ERISA events.

The Company also maintains a committed revolving line of credit of up to €5.0 million (U.S. $7.3 million) to fund its operations in France. These
revolving credit borrowings are outside of the Company s Credit Facility. At June 30, 2011, French revolving credit borrowings were €3.2 million
(U.S. $4.6 million). The variable interest rates on the French revolving credit borrowings are based on the Euro currency rate plus 2.125%. As of
June 30, 2011, the effective interest rate on the French revolving credit borrowings was 3.34%. The maturity date of the French revolving line of
credit is December 31, 2011.
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AIRGAS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(UNAUDITED)

Money Market Loans

The Company has an agreement with a financial institution that provides access to short-term advances not to exceed $35 million. The
agreement expires on December 1, 2011, but may be extended subject to renewal provisions contained in the agreement. The advances are
generally overnight or for up to seven days. The amount, term and interest rate of an advance are established through mutual agreement with the
financial institution when the Company requests such an advance. At June 30, 2011, there were no advances outstanding under the agreement.

The Company also has an agreement with another financial institution to provide access to additional short-term advances not to exceed $35
million. The advances may be for one to six months with rates at a fixed spread over the corresponding LIBOR. At June 30, 2011, there were no
advances outstanding under the agreement.

Senior Notes

On June 3, 2011, the Company issued $250 million of 2.95% senior notes maturing on June 15, 2016 (the 2016 Notes ). The 2016 Notes were
issued at a discount and yield 2.98%. The net proceeds from the sale of the 2016 Notes were used to fund acquisitions and repurchase shares
under the Company s stock repurchase program. Interest on the 2016 Notes is payable semi-annually on June 15 and December 15 of each year,
commencing December 15, 2011.

At June 30, 2011, the Company had $300 million outstanding of 2.85% senior notes maturing on October 1, 2013 (the 2013 Notes ). The 2013
Notes were issued at a discount and yield 2.871%. Interest on the 2013 Notes is payable semi-annually on April 1 and October 1 of each year.

At June 30, 2011, the Company had $400 million outstanding of 4.5% senior notes maturing on September 15, 2014 (the 2014 Notes ). The 2014
Notes were issued at a discount and yield 4.527%. Interest on the 2014 Notes is payable semi-annually on March 15 and September 15 of each
year.

At June 30, 2011, the Company had $250 million outstanding of 3.25% senior notes maturing on October 1, 2015 (the 2015 Notes ). The 2015
Notes were issued at a discount and yield 3.283%. Interest on the 2015 Notes is payable semi-annually on April 1 and October 1 of each year.

The 2013, 2014, 2015 and 2016 Notes (collectively, the Senior Notes ) contain covenants that could restrict the incurrence of liens and limit sale
and leaseback transactions. Additionally, the Company has the option to redeem the Senior Notes prior to their maturity, in whole or in part, at
100% of the principal plus any accrued but unpaid interest and applicable make-whole payments.

Senior Subordinated Notes

At June 30, 2011, the Company had $215 million outstanding of 7.125% senior subordinated notes maturing on October 1, 2018 (the 2018
Notes ). Interest on the 2018 Notes is payable semi-annually on October 1 and April 1 of each year. The 2018 Notes have a redemption
provision, which permits the Company, at its option, to call the 2018 Notes at scheduled dates and prices. The first scheduled optional
redemption date is October 1, 2013 at a price of 103.563% of the principal amount.

During the quarter ended June 30, 2010, the Company repurchased $25 million of its 2018 Notes at an average price of 110.6% of the principal.
Losses on the early extinguishment of debt were $2.9 million for the quarter ended June 30, 2010 and related to the redemption premiums and
write-off of unamortized debt issuance costs.

Acquisition and Other Notes

The Company s long-term debt also includes acquisition and other notes, principally consisting of notes issued to sellers of businesses acquired,
which are repayable in periodic installments. At June 30, 2011, acquisition and other notes totaled $9.6 million with an average interest rate of
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approximately 6% and an average maturity of approximately one year.
Trade Receivables Securitization

The Company participates in a securitization agreement with three commercial banks to which it sells qualifying trade receivables on a revolving
basis (the Securitization Agreement ). The Company s sale of qualified trade receivables is accounted for as a secured borrowing under which
qualified trade receivables collateralize amounts borrowed from the commercial banks. Trade receivables that collateralize the Securitization
Agreement are held in a bankruptcy-remote special purpose entity, which is consolidated for financial reporting purposes and represents the
Company s only variable interest entity. Qualified trade receivables in the amount of the outstanding borrowing under the Securitization
Agreement are not available to the general creditors of the Company. The maximum amount of the Securitization
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Agreement is $295 million and it bears interest at approximately LIBOR plus 80 basis points. At June 30, 2011, the amount of outstanding
borrowing under the Securitization Agreement was $295 million, and it was classified as long-term debt on the Consolidated Balance Sheet.
Amounts borrowed under the Securitization Agreement could fluctuate monthly based on the Company s funding requirements and 