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APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO THE PUBLIC: As soon
as practicable after this Registration Statement becomes effective.

If any of the securities being registered on this form are to be offered on
a delayed or continuous basis pursuant to Rule 415 under the Securities Act of
1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box. [ ]

If this form is filed to register additional securities for an offering
pursuant to Rule 462 (b) under the Securities Act, please check the following box
and list the Securities Act registration number of the earlier effective
registration statement for the same offering. [ 1]

If this form is a post-effective amendment filed pursuant to Rule 462 (c)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. [ ]

If delivery of the prospectus is expected to be made pursuant to Rule 434,
please check the following box. [ 1]

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL
FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS REGISTRATION
STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8 (a) OF
THE SECURITIES ACT OF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATE AS THE COMMISSION, ACTING PURSUANT TO SECTION 8 (a), MAY
DETERMINE.

THE INFORMATION IN THIS PROSPECTUS IS NOT COMPLETE AND MAY BE CHANGED. WE MAY
NOT SELL THESE SECURITIES UNTIL THE REGISTRATION STATEMENT FILED WITH THE
SECURITIES AND EXCHANGE COMMISSION IS EFFECTIVE. THIS PROSPECTUS IS NOT AN OFFER
TO SELL THESE SECURITIES AND IT IS NOT SOLICITING AN OFFER TO BUY THESE
SECURITIES IN ANY STATE WHERE THE OFFER OR SALE IS NOT PERMITTED.

SUBJECT TO COMPLETION, DATED OCTOBER 19, 2001

2,700,000 Shares
[STERICYCLE LOGO]

Common Stock

We are selling 1,000,000 shares of common stock and the selling
stockholders are selling 1,700,000 shares of common stock. Stericycle will not
receive any proceeds from the sale of shares by the selling stockholders.

Our common stock is quoted on The Nasdag National Market under the symbol
"SRCL." The last reported sale price on October 17, 2001, was $45.71 per share.

The underwriters have an option to purchase a maximum of 405,000 additional
shares from the selling stockholders to cover over-allotments of shares.
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INVESTING IN OUR COMMON STOCK INVOLVES RISKS. SEE "RISK FACTORS"
BEGINNING ON PAGE 7.

PROCEEDS TO SELLIN
STOCKHOLDERS

UNDERWRITING
PRICE TO DISCOUNTS AND PROCEEDS TO
PUBLIC COMMISSIONS STERICYCLE
Per Share. ... iiiieeeieeeeenneenns $ $ $
1o o= B S $ S

Delivery of the shares of common stock will be made on or about

Neither the Securities and Exchange Commission nor any state securities
commission has approved or disapproved of these securities or determined if this
prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

Joint Book-Running Managers

CREDIT SUISSE FIRST BOSTON UBS WARBURG

MERRILL LYNCH & CO.
BEAR, STEARNS & CO. INC. WILLIAM BLAIR & COMPANY

The date of this prospectus is

STERICYCLE LOGO
USA MAP

Founded in 1989, Stericycle is the largest provider of regulated medical
waste management services in the United States, serving over 259,000 customers
in the United States, Canada, Puerto Rico and Mexico. Stericycle and its
subsidiaries operate 36 treatment/collection centers, four of which utilize
Stericycle's proprietary Electro-Thermal-Deactivation treatment technology and
95 additional transfer and collection sites.

Steri-Fuel (R), Steri-Plastic(R) and Steri-Tub (R) are registered trademarks
and Stericycle(R) and the nine-circle design are registered service marks of the
Company .

CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN TRANSACTIONS
THAT STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE PRICE OF THE COMMON STOCK OF
THE COMPANY, INCLUDING OVER-ALLOTMENT, STABILIZING AND SHORT-COVERING
TRANSACTIONS IN THE COMMON STOCK AND THE IMPOSITION OF A PENALTY BID, DURING AND
AFTER THE UNDERWRITING. FOR A DESCRIPTION OF THESE ACTIVITIES, SEE
"UNDERWRITING."

IN CONNECTION WITH THIS OFFERING, CERTAIN UNDERWRITERS MAY ENGAGE IN
PASSIVE MARKET MAKING TRANSACTIONS IN THE COMMON STOCK OF THE COMPANY ON THE
NASDAQ NATIONAL MARKET IN ACCORDANCE WITH RULE 103 OF REGULATION M. SEE
"UNDERWRITING."

TABLE OF CONTENTS
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WHICH WE HAVE REFERRED YOU. WE HAVE NOT AUTHORIZED ANYONE TO PROVIDE YOU WITH
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ii

PROSPECTUS SUMMARY

The following summarizes some of the more detailed information included
elsewhere or incorporated by reference in this prospectus. Unless otherwise
indicated, all information in this prospectus assumes that the underwriters'
over—-allotment option is not exercised. See "Underwriting." Because the
following is only a summary, it does not contain all of the information that may
be important to you. You should read the entire prospectus carefully, including
"risk factors" and our financial statements and related notes, before deciding
to invest in our common stock. Unless the context requires otherwise, references
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to "Stericycle," "we," "us" and "our" refer to Stericycle, Inc. and its
subsidiaries.

STERICYCLE, INC.
OVERVIEW

We are the largest regulated medical waste management company in North
America, serving over 259,000 customers throughout the United States, Canada,
Puerto Rico and Mexico. We have the only fully integrated, national medical
waste management network. Our network includes 36 treatment/ collection centers
and 95 additional transfer and collection sites. We use this network to provide
the industry's broadest range of services, including medical waste collection,
transportation and treatment and related consulting, training and education
services and products. Our treatment technologies include our proprietary
electro-thermal-deactivation system, or ETD, as well as traditional methods such
as autoclaving and incineration. For the years ended December 31, 2000 and 1999,
our revenues were $323.7 million and $132.8 million, respectively, and our net
income was $14.5 million and $14.0 million, respectively. For the six months
ended June 30, 2001 and 2000, our revenues were $174.4 million and $157.2
million, respectively, and our net income was $10.6 million and $6.9 million,
respectively.

We benefit from significant customer diversification, with no single
customer accounting for more than 1% of revenues, and our top 10 customers
accounting for less than 3% of revenues. Our two principal groups of customers
include approximately 255,000 small medical waste generators such as outpatient
clinics, medical and dental offices and long-term and sub-acute care facilities
and approximately 4,500 large medical waste generators such as hospitals, blood
banks and pharmaceutical manufacturers. Small accounts tend to be more likely to
outsource medical waste management services and tend to be more service oriented
and less price sensitive. We are targeting new customers through our large
proprietary database of potential new small account customers and our dedicated
sales force. We successfully increased the proportion of revenues from small
account customers from 33% of revenues in the fourth quarter of 1996 to 57% in
the second quarter of 2001.

We have long-term customer contracts of between one and five years with
substantially all of our customers. In addition, many of our contracts with
small accounts have automatic renewal provisions. We believe that the services
we offer are compelling to our customers because they allow our customers to
avoid the significant capital and operating costs that they would have to incur
if they were internally to manage their regulated medical waste. Moreover, by
outsourcing these services and purchasing consulting and other services from us,
our customers reduce or eliminate the risks associated with regulatory non-—
compliance.

INDUSTRY OVERVIEW

The large, fragmented medical waste industry has experienced significant
growth since its inception. The regulated medical waste industry arose with the
Medical Waste Tracking Act of 1988 or MWTA, which Congress enacted in response
to media attention after medical waste washed ashore on ocean beaches,
particularly in New York and New Jersey. Since the 1980s, governmental
regulation has increasingly required the proper handling and disposal of the
medical waste generated by the health care industry. Regulated medical waste is
generally described as any medical waste that can cause an infectious disease,
including single-use disposable items, such as needles, syringes, gloves and
other medical supplies; cultures and stocks of infectious agents; and blood and
blood products.
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An independent study estimated the size of the regulated medical waste
market in the United States in 2000 to be approximately $1.5 billion. We believe
that the worldwide market for regulated medical waste management services is
currently approximately $3.0 billion and is in excess of $10.0 billion when
including ancillary services we provide such as training, education, product
sales and consulting services. Industry growth is driven by a number of factors.
These factors include:

— pressure to reduce hospital costs, increasing hospital outsourcing of
services such as medical waste management;

— a shift in patient care from higher cost acute-care settings to less
expensive, smaller, off-site treatment alternatives, increasing the

number and importance of small account customers;

- the aging of the U.S. population, increasing the consumption of health
care services and the related generation of medical waste; and

- extensive federal, state and local regulations related to environmental
protection and employee safety, increasing the cost and complexity of
medical waste disposal.

COMPETITIVE STRENGTHS

We believe that we benefit from the following competitive strengths:

a market leader with an established national network of treatment centers
and transfer and collection sites servicing customers in 48 states;

- a diverse yet integrated range of services, including regulatory
compliance, education and employee safety programs as well as medical
waste management;

— low-cost operations reflecting operating efficiencies created by the
geographic density of our customers and our vertical integration of
medical waste collection, transportation, treatment and disposal
services;

- a geographically diverse customer base, comprised of both large and small
quantity medical waste generators from a range of healthcare providers,
mitigating the loss of any particular customer;

— the largest sales force in the medical waste industry; and

- an experienced senior management team, which collectively has over 70
years of management experience in the health care and waste management
industries.

BUSINESS STRATEGY

Our goals are to strengthen our position as the largest provider of
integrated services in the regulated medical waste industry and to continue to
improve our profitability. Components of our strategy to achieve these goals
include:

— improving margins by increasing our base of small account customers and
focusing on service strategies that more efficiently meet the needs of
our large account customers;

- leveraging our existing base of customers by expanding the range of
services and products we offer to include new services such as our
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Steri-Safe (SM) OSHA compliance service;

- seeking complementary acquisitions that expand our national network of
treatment centers and increase our customer base; and

— continuing to capitalize on Clean Air regulations that have significantly
increased the cost of medical waste treatment and led to the closure of
hospital incinerators.

RECENT DEVELOPMENTS

On October 10, 2001, we refinanced our senior secured credit facility to
increase our revolving credit facility from $50.0 million to $80.0 million and
extend its maturity. We also reallocated the amounts available under the Term A
and Term B components of our credit facility and extended their maturities. The
Term A component was increased from $75.0 million to $100.0 million and the Term
B component was reduced from $150.0 million to $75.0 million. The interest rates
on both of our term loans and the revolving line of credit were reduced. See
"Management's Discussion and Analysis of Financial Condition and Results of
Operation —-- Liquidity and Capital Resources."
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THE OFFERING
Common stock offered by us.......... 1,000,000 shares

Common stock offered by the selling
stockholders......iiiiiiiinnn.. 1,700,000 shares (1)

Total common stock offered.......... 2,700,000 shares

Common stock to be outstanding
after the offering................ 18,386,321 shares (2)

Use of proceeds by us............... To repurchase up to 35% of our $125
million outstanding 12 3/8% senior
subordinated notes due 2009 and pay
redemption premiums thereon. We will
not receive any proceeds from the sale
of common stock by the selling
stockholders. See "Use of Proceeds."

Nasdag National Market symbol....... SRCL

(1) These shares will be issued upon the conversion of a portion of the shares
of our Series A convertible preferred stock owned by the selling
stockholders.

(2) The number of shares of common stock to be outstanding after the offering is
based on the number of shares outstanding as of October 1, 2001. This figure

excludes:

- 1,871,876 shares issuable upon the exercise of outstanding stock options,
at a weighted average exercise price of $20.53 per share;

- 90,139 shares issuable upon the exercise of outstanding warrants, at a
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weighted average exercise price of $16.11 per share;

- 791,656 shares reserved for issuance under options that may be granted

under our stock option plans;

and

- 2,839,863 shares issuable upon the conversion of the selling

stockholders'
stock.

We are organized as a Delaware corporation.
are located at 28161 North Keith Drive,
367-5910.

The information on our website is not incorporated

telephone number is (847)
http://www.stericycle.com.
as a part of this prospectus.

remaining shares of our Series A convertible preferred

Our principal executive offices
Lake Forest, Illinois 60045. Our
Our website address 1is

SUMMARY CONSOLIDATED FINANCIAL DATA

STATEMENTS OF OPERATIONS
DATA (1) :
Revenues.........oiiiiiiiinnn
Cost of revenues.........c.ccvvn..
Selling, general and
administrative expenses.......
Acquisition-related costs.......

Income from operations..........
Interest expense, net...........
Other income, net...............

Income before income taxes......
Income tax expense (benefit)....

Net income........coiiiieeeennn.

Diluted net income per common

Weighted average number of
common shares and common stock
equivalent shares
outstanding —-- diluted........

OTHER OPERATING DATA:

EBITDA(4) ¢ vttt ettt et eeeeeeeenn
Depreciation and amortization...
Net cash provided by (used in)

YEAR ENDED DECEMBER 31, SIX MONTHS
2000
PRO
1998 1999 ACTUAL FORMA (2), (3) 2000 AC
(IN THOUSANDS, EXCEPT PER SHARE DATA)

$ 66,681 $ 132,848 $323,722 $323,722 $157,225 S17
45,328 86,123 196, 345 196, 345 95,618 10
14,929 26,480 59,457 59,457 29,210 3

- 7,961 4,454 4,454 1,407
6,424 12,284 63,466 63,466 30,990 3
(64) (5,051) (39,227) 33,659 (19,502) (1

1 565 (423) (423) (28)
6,361 7,798 23,816 29,384 11,460 1

648 (6,170) 9,305 11,532 4,601
$ 5,713 $ 13,968 $ 14,511 $ 17,852 $ 6,859 S 1

$ 0.51 $ 0.92 $ 0.72 $ 0.85 $ 0.35 $

11,264 15,242 20,093 21,093 19,824 2
$ 10,489 $ 22,728 $ 86,512 $ 86,512 $ 42,574 S 4
4,064 9,879 23,469 23,469 11,612 1
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operating activities.......... 4,862 11,777 10,469 (646)
Net cash used in investing

activities.....oeiii i, (23,753) (425,628) (15,600) (4,937)
Net cash provided by (used in)

financing activities.......... 14,800 431,912 (11,547) (9,148)

JUNE 30, 2001

(IN THOUSANDS)

BALANCE SHEET DATA:

Cash, cash equivalents and short-term investments........... $ 3,483 $ 3,483
Total ASSEE S e i ittt ittt e et e ittt et e ettt ettt e e e 595,885 594,563
Long-term debt, net of current maturities................... 328,562 289,604
Convertible preferred stocCKk...... ittt ieenenennnn 72,339 45,023
Shareholders' eqUity. ..ttt ittt ettt eeeeeeeeaeeens 144,920 211,374
(1) See "Business —-- Acquisitions History" and Note 4 to the consolidated

financial statements for information concerning our acquisitions. The
comparability of the information for the periods presented has been affected
by these acquisitions.

Adjusted on a pro forma basis to give effect to the sale of the 1,000,000
shares of common stock offered by us in this offering (at an assumed public
offering price of $45.71 per share, and after deducting underwriting
discounts and commissions and estimated offering expenses payable by us) and
to the application of our estimated net proceeds to the redemption of a
portion of our senior subordinated notes, with a resulting reduction of
interest expense, but without giving effect to payment of a redemption
premium of $4.7 million and the write-off of $1.3 million in related
deferred financing costs. These reductions will be reflected as an
extraordinary item in the statement of operations in the period in which the
redemption occurs and have been reflected net of income tax expense of $2.4
million in the as adjusted balance sheet data. See "Use of Proceeds."

5

Adjusted on a pro forma basis to give effect to the refinancing of our
senior secured credit facility on October 10, 2001, pursuant to which we
increased our revolving credit facility, reallocated the term loan
components and extended their maturities, and reduced the interest rates
that we are charged. The pro forma adjustment to interest expense net is
$0.9 million and $0.4 million for the year ended December 31, 2000 and for
the six months ended June 30, 2001, respectively. See "Management's
Discussion and Analysis of Financial Condition and Results of

Operation —-- Liquidity and Capital Resources."

Calculated for any period as the sum of net income, plus net interest
expense, income tax expense, depreciation expense and amortization expense.
EBITDA includes acquisition-related charges of $8.0 million, $4.5 million,
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$1.4 million and $0.3 million for the years ended December 31, 1999 and 2000
(actual and pro forma) and the six months ended June 30, 2000 and 2001
(actual and pro forma), respectively. We consider EBITDA to be a widely
accepted financial indicator of a company's ability to service debt, fund
capital expenditures and expand its business. EBITDA is not calculated in
the same way by all companies and therefore may not be comparable to
similarly titled measures reported by other companies. EBITDA is not a
measure in accordance with accounting principles generally accepted in the
United States. EBITDA should not be considered as an alternative to net
income, as an indicator of operating performance or as an alternative to
cash flow as a measure of liquidity. The funds depicted by this measure may
not be available for management's discretionary use due to legal or
functional requirements, debt service, other commitments and uncertainties.

(5) Adjusted to give effect to the issuance of the 1,700,000 shares of common
stock offered by the selling stockholders in this offering, which were
issued upon the conversion of a portion of their shares of our Series A
convertible preferred stock. See Note (2).

(6) Adjusted to give effect to the refinancing of our senior secured credit
facility on October 10, 2001. See Note (3).

RISK FACTORS

You should carefully consider the risks described below before making an
investment decision. The trading price of our common stock could decline due to
any of these risks, and you could lose all or part of your investment.

RISKS RELATED TO OUR INDUSTRY

WE ARE SUBJECT TO EXTENSIVE GOVERNMENTAL REGULATION WITH WHICH IT IS FREQUENTLY
DIFFICULT, EXPENSIVE AND TIME-CONSUMING TO COMPLY.

The medical waste management industry is subject to extensive federal,
state and local laws and regulations relating to the collection, transportation,
packaging, labeling, handling, documentation, reporting, treatment and disposal
of regulated medical waste. Our business requires us to obtain many permits,
authorizations, approvals, certificates or other types of governmental
permission from every jurisdiction where we operate.

We believe that we currently comply in all material respects with all
applicable permitting requirements. State and local regulations change often,
however, and new regulations are frequently adopted. Changes in the applicable
regulations could require us to obtain new permits or to change the way in which
we operate. We might be unable to obtain the new permits that we require, and
the cost of compliance with new or changed regulations could be significant.

The permits that we require, especially those to build and operate
treatment and transfer facilities, are difficult and time-consuming to obtain.
They may also contain conditions or restrictions that limit our ability to
operate efficiently, and they may not be issued as quickly as we need (or at
all). If we cannot obtain the permits that we need when we need them, or if they
contain unfavorable conditions, it could substantially impair our operations and
reduce our revenues.

THE HANDLING AND TREATMENT OF HAZARDOUS MEDICAL WASTE CARRIES WITH IT THE RISK
OF PERSONAL INJURY TO EMPLOYEES AND OTHERS.

Our business requires us to handle materials that may be infectious,

10
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poisonous, corrosive or dangerous to life and property in other ways. While we
strive to handle such materials with care and in accordance with accepted and
safe methods, the possibility of accidents, leaks, spills, and acts of God
always exists. Examples of how people and property may be exposed to such
materials include:

- truck accidents;

- damaged or leaking containers;

— improper storage of medical waste by customers;
- vandalism, arson or sabotage;

- placement by customers of materials into the waste stream that we are not
authorized or able to process, such as nuclear waste and certain body
parts and tissues; or

- malfunctioning treatment plant equipment.

Human beings, animals or property might be injured, sickened or damaged by
exposure to medical waste. This in turn could result in lawsuits in which we are
found liable for such injuries, and substantial damages could be awarded against
us.

While we carry liability insurance intended to cover such contingencies,
particular instances, claims, damages or events may occur that are not insured
against or are inadequately insured against. An uninsured or underinsured loss
could be substantial and could impair our profitability and reduce our
liquidity.

THE HANDLING OF MEDICAL WASTE EXPOSES US TO THE RISK OF ENVIRONMENTAL
LIABILITIES WHICH MAY NOT BE COVERED BY INSURANCE.

As a company engaged in medical waste management, we face risks of
liability for environmental contamination. The federal Comprehensive
Environmental Response, Compensation and Liability Act of 1980, or CERCLA, and
similar state laws impose strict liability on current or former owners and
operators of facilities that release hazardous substances into the environment
as well as on the businesses that generate those substances and the businesses
that transport them to the facilities. Responsible parties may be liable for
substantial investigation and clean-up costs even if they operated their
businesses properly and complied with applicable federal and state laws and
regulations.

Liability under CERCLA may be joint and several, which means that if we
were found to be a business with responsibility for a particular CERCLA site, we
could be required to pay the entire cost of the investigation and clean-up even
though we were not the party responsible for the release of the hazardous
substance and even though other companies might also be liable.

Our pollution liability insurance excludes liabilities under CERCLA. Thus,
if we were to incur liability under CERCLA and if we could not identify other
parties responsible under the law whom we can compel to contribute to our
expenses, the cost to us could be substantial and could impair our profitability
and reduce our liquidity.

THE LEVEL OF GOVERNMENTAL ENFORCEMENT OF ENVIRONMENTAL REGULATIONS HAS AN
UNCERTAIN EFFECT ON OUR BUSINESS AND COULD REDUCE THE DEMAND FOR OUR SERVICES.
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We believe that the government's strict enforcement of laws and regulations
relating to medical waste collection and treatment has been good for our
business. These laws and regulations increased the demand for our services. We
also believe that laws and regulations that made it more difficult or expensive
to use technologies that compete with our ETD process, such as incineration,
have previously given us a competitive advantage. This advantage has diminished,
however, and is likely to be further reduced, because we have increased our own
use of autoclaving and incineration, mainly as a result of purchasing companies,
including the Browning-Ferris Industries, Inc., or BFI, medical waste business,
that use these processes. Approximately 88% of our current capacity to treat
regulated medical waste is provided by incineration and autoclaving, and this
percentage is likely to increase in the future as we acquire other companies
which use these treatment technologies. See "Business —-- Treatment
Technologies."

A relaxation of standards or other changes in governmental regulation of
medical waste, such as:

— encouraging use of landfills;

— removing obstacles to the use of incineration and autoclaving, thus
allowing the continued use of existing on-site incinerators by medical
waste generators without having to incur additional compliance costs; or

— reducing manpower and money used to enforce environmental regulations
favorable to our operations;

could increase the number of competitors or reduce the need for our services.

WE MAY BE REQUIRED TO PAY FINES AND PENALTIES FOR VIOLATIONS OF ENVIRONMENTAL
REGULATIONS OR OUR PERMITS.

From time to time we are subject to governmental proceedings to enforce
regulations relating to the handling and treatment of medical waste. We have had
to pay fines and penalties and to undertake remedial work at our facilities. We
may be subject to similar proceedings in the future. Government enforcement
actions also may be initiated against us based on claims that we are violating
our permits. Such proceedings could distract management attention from our
business operations and any resulting fines or shut-downs could reduce our
profitability.

RISKS RELATED TO OUR BUSINESS

IF WE ARE UNABLE TO ACQUIRE OTHER MEDICAL WASTE BUSINESSES, OUR REVENUE AND
PROFIT GROWTH MAY BE SLOWED.

Our growth strategy is based in part on our ability to acquire other
medical waste businesses. We do not know whether in the future we will be able
to:

— identify suitable businesses to buy;

- complete the purchase of those businesses on terms acceptable to us;

— improve the operations of the businesses that we buy and successfully
integrate their operations into our own; or

- avoid or overcome any concerns expressed by regulators.

12
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We compete with other potential buyers for the acquisition of other medical
waste companies. This competition may result in fewer opportunities to purchase
companies that are for sale. It may also result in higher purchase prices for
the businesses that we want to purchase.

In addition, we also cannot be certain that we will:
- have enough money;
- be able to borrow enough money on reasonable terms;

— be able to issue stock or debt instruments (like promissory notes) as
consideration for the purchase; or

— be able to raise enough money by issuing stock or through other financing
methods;

to complete the purchases of the businesses that we want to acquire.

We also do not know whether our growth strategy will continue to be
effective. Our business is significantly larger than before, and new
acquisitions may not have the desired benefits that we have expected in the
past.

AGGRESSIVE PRICING BY EXISTING COMPETITORS AND THE ENTRANCE OF NEW COMPETITORS
COULD DRIVE DOWN OUR PROFITS AND SLOW OUR GROWTH.

The medical waste industry is very competitive. This has required us in the
past to reduce our prices, especially to large account customers, and
competition may require us to reduce our prices in the future. Substantial price
reductions could significantly reduce our earnings.

We face important competition from a large number of small, local
competitors. Because it requires very little money or technical know-how to
compete with us in the collection and transport of medical waste, there are a
large number of regional and local companies in the industry. We face
competition from these businesses and that competition may exist in each
location into which we try to expand in the future. Our competitors could take
actions that would hurt our growth strategy, including the support of
regulations which could delay or prevent us from obtaining or keeping permits.
They might also give financial support to citizens' groups that oppose our plans
to locate a treatment or transfer facility at a particular location. See
"Business —-- Competition."

Other sources of competition include large waste generators, such as some
hospitals, who maintain their own treatment facilities. These and other
yet-unidentified competitors could prevent us from obtaining new customers and
could take existing customers away from us.

WE REQUIRE A SIGNIFICANT AMOUNT OF CASH TO SERVICE OUR SUBSTANTIAL INDEBTEDNESS,
WHICH REDUCES THE CASH AVAILABLE TO FINANCE OUR INTERNAL GROWTH AND OUR
ACQUISITION OF OTHER MEDICAL WASTE BUSINESSES.

We have a substantial amount of indebtedness. As of June 30, 2001, our
total long-term indebtedness was $328.6 million, net of current maturities, and
we had the ability to borrow a further $50.0 million under our revolving credit
facility. Our required debt service payments during 2001, 2002 and 2003 are $4.1
million, $15.6 million and $17.3 million, respectively.

13
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Our ability to make payments on our indebtedness, as well as to fund our
operations and future growth, depends upon our ability to generate cash. Our
success in doing so depends upon the results of our operations and upon general
economic, financial, competitive, regulatory and other factors beyond our
control.

Our indebtedness could:
- make us more vulnerable to unfavorable economic conditions;

— make it more difficult to pursue the acquisition of other medical waste
management businesses; and

- require us to dedicate or reserve a large portion of our cash flow from
operations to making payments on our indebtedness, which would prevent us
from using it for other purposes.

RESTRICTIONS IN OUR DEBT INSTRUMENTS MAY LIMIT OUR ABILITY TO PAY DIVIDENDS,
INCUR ADDITIONAL DEBT, MAKE ACQUISITIONS AND MAKE OTHER INVESTMENTS.

Our debt instruments contain covenants that restrict our ability to make
distributions to stockholders or other payments unless we satisfy certain
financial tests and comply with various financial ratios. If we do not do so,
our creditors could declare a default under our debt instruments, and our
indebtedness could be declared immediately due and payable. Our ability to
comply with the provisions of our debt instruments may be affected by changes in
economic or business conditions beyond our control.

Our debt instruments also contain covenants that limit our ability to incur
additional indebtedness, acquire other businesses and make capital expenditures,
and impose various other restrictions. These covenants could affect our ability
to operate our business and may limit our ability to take advantage of potential
business opportunities as they arise.

THE LOSS OF OUR SENIOR EXECUTIVES COULD AFFECT OUR ABILITY TO MANAGE OUR
BUSINESS PROFITABLY.

We depend on a small number of senior executives. Our future success will
depend, among other things, upon our ability to keep these executives and to
hire other highly qualified employees at all levels. We compete with other
potential employers for employees, and we may not be successful in hiring and
keeping the executives and other employees that we need. We do not have written
employment agreements with our President and Chief Executive Officer or other
executive officers, and officers and other key employees could leave us with
little or no prior notice, either individually or as part of a group. Our loss
or inability to hire key employees could impair our ability to manage our
business and direct its growth.

OUR EXPANSION INTO FOREIGN COUNTRIES EXPOSES US TO UNFAMILIAR REGULATIONS AND
MAY EXPOSE US TO NEW OBSTACLES TO GROWTH.

We plan to grow both in the United States and in foreign countries. We have
established operations in Canada, Mexico, Argentina, Australia and South Africa
and have entered into ETD equipment sales and licensing agreements in Brazil and

Japan.

10

Foreign operations carry special risks. Although our business in foreign
countries has not yet been affected, our business in the countries in which we

14
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currently operate and those in which we may operate in the future could be
limited or disrupted by:

- government controls;

— import and export license requirements;

— political or economic insecurity;

- trade restrictions;

— changes in tariffs and taxes;

- our unfamiliarity with laws, regulations, and customs;

— restrictions on repatriating foreign profits back to the United States;
or

- difficulties in staffing and managing international operations.

Foreign governments and agencies often establish permit and regulatory
standards different from those in the United States. If we cannot obtain foreign
regulatory approvals, or if we cannot get them when we expect, our growth and
profitability from international operations could be limited. Fluctuations in
currency exchange rates and increases in duty rates for ETD equipment could have
similar effects. See "Business —-- Business Strategy" and " -- Marketing and
Sales."

THE COMPETITIVE ADVANTAGES OF OUR ETD TREATMENT PROCESS AND OTHER ASPECTS OF OUR
BUSINESS DEPEND ON PATENTS AND PROPRIETARY RIGHTS.

We own ten United States patents relating to the ETD treatment process or
other aspects of processing medical waste. We have filed or have been assigned
patent applications in several foreign countries and have received patents in
nine of them.

Pending or future patent applications may not be granted, issued patents
may not provide us with competitive advantages, and our patents may be
challenged by other parties. In addition, other companies may develop similar
processes or avoid our patents. Litigation or administrative proceedings may be
necessary to enforce the patents issued to us or to determine the scope and
validity of others' proprietary rights. Any litigation or administrative
proceeding could result in substantial cost to us and distraction of our
management. A ruling against us in any litigation or administrative proceeding
could expose us to new competition and depress our earnings.

Our commercial success also depends on our not infringing patents issued to
other parties. Patents belonging to other parties may require us to alter our
processes, pay licensing fees or cease using any current or future processes,
and as a result, we may be unable to license the technology rights that we may
require at a reasonable cost or at all. If we can not obtain a license to any
infringing technology that we currently use, it could have a material adverse
effect on our business.

We own registered and unregistered trademarks and service marks. There can
be no assurance that our registered or unregistered trademarks or service marks
will not infringe upon the rights of other parties. The requirement to change
any of our trademarks, service marks or trade names could result in the loss of
any goodwill associated with that trademark, service mark or trade name and
could entail significant expense. See "Business —-—- Patents and Proprietary
Rights."

15
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OUR EARNINGS COULD DECLINE IF WE WRITE-OFF INTANGIBLE ASSETS, SUCH AS GOODWILL.

As a result of purchase accounting for our various acquisitions, our
balance sheet at June 30, 2001 contains an intangible asset designated as excess
of cost over net assets of purchased operations totaling $412.8 million. Using
an amortization period of 25 years for goodwill, except for goodwill related to
our acquisition of the medical waste business of Browning Ferris Industries,
Inc., which is being amortized over 40 years, amortization expense relating to
this intangible asset was approximately $13.8 million for the year ended
December 31, 2000 and $6.9 million for the six months ended June 30, 2001.
Beginning in the

11

first quarter of 2002, we will apply new financial accounting rules under which
goodwill will no longer be amortized, but will be subject to annual impairment
tests.

On an ongoing basis, we evaluate, based upon expected undiscounted cash
flows, whether facts and circumstances indicate any impairment of value of
intangible assets such as goodwill. As circumstances after an acquisition can
change, the value of these intangible assets may not be realized by us. If we
determine that a significant impairment has occurred, we would be required to
write-off the impaired portion of goodwill and other unamortized intangible
assets, which could have a material adverse effect on our results of operations
in the period in which the write-off occurs.

RISKS RELATED TO THIS OFFERING

THE BFI MEDICAL WASTE BUSINESS FINANCIAL STATEMENTS FOR A PERIOD OF THE
1999 FISCAL YEAR ARE NOT INCLUDED IN THIS REGISTRATION STATEMENT AND THE BFI
MEDICAL WASTE BUSINESS FINANCIAL STATEMENTS FOR THE 1999 FISCAL YEAR THAT ARE
INCORPORATED IN THIS REGISTRATION STATEMENT BY REFERENCE ARE UNAUDITED AND
THEREFORE MAY NOT ACCURATELY REFLECT WHAT THE RESULTS OF OPERATIONS OF THE BFI
MEDICAL WASTE BUSINESS WOULD HAVE BEEN FOR THAT PERIOD.

This registration statement does not include or incorporate by reference
any financial statements of the BFI medical waste business for the period from
July 1, 1999 until November 12, 1999, the date that we completed our acquisition
of the BFI medical waste business. The results of operations for the BFI medical
waste business for the nine months ended June 30, 1999 that are incorporated by
reference in this registration statement are unaudited and may not accurately
reflect what the results of operations of the BFI medical waste business would
have been for that period, and therefore are not necessarily indicative of the
results of operations for the full 1999 fiscal year.

THE FINANCIAL INFORMATION FOR THE BFI MEDICAL WASTE BUSINESS INCORPORATED
BY REFERENCE IN THIS REGISTRATION STATEMENT FOR PERIODS PRIOR TO THE BFI
ACQUISITION DOES NOT NECESSARILY REFLECT THE RESULTS OF OPERATIONS THAT WOULD
HAVE RESULTED IF THE BFI MEDICAL WASTE BUSINESS HAD OPERATED AS AN INDEPENDENT
ENTITY PRIOR TO THE BFI ACQUISITION.

Prior to the BFI acquisition, the assets of the BFI medical waste business
that we acquired from Allied Waste Industries, Inc. were not a legal entity or
subsidiary and did not operate as a discrete operating unit. The financial
statements for the BFI medical waste business incorporated by reference in this
registration statement for periods prior to our acquisition of the BFI medical
waste business were prepared from the historical accounting records of Allied
and do not purport to be a complete presentation of the results of operations of
the assets of the BFI medical waste business that we acquired. The BFI medical
waste business financial statements were prepared for the purposes of complying
with the rules and regulations of the SEC. In particular, these financial
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statements do not include many selling, general and administrative costs that
the BFI medical waste business would have incurred had it been operated as an
independent business during those periods.

THE PRICE OF OUR STOCK IS SUBJECT TO WIDE FLUCTUATION.

The market price of our common stock may be highly volatile. The market
price of our shares may vary widely depending on:

— general economic conditions;

- news related to Stericycle;

- the action of federal economic regulators;

- the overall condition of the stock market;

— the market's perception of the medical waste industry;

12

and many other factors. For example, our stock price may be subject to wide
fluctuations in price if we or our competitors announce transactions, disputes,
settlements, government actions, economic losses or gains or other important
events or information. See "Price Range of Common Stock."

SHARES ELIGIBLE FOR PUBLIC SALE AFTER THIS OFFERING COULD ADVERSELY AFFECT OUR
STOCK PRICE.

The market price of our common stock could decline as a result of sales by
our existing stockholders after this offering or the perception that these sales
could occur. These sales also might make it difficult for us to sell equity
securities in the future at a time and at a price that we consider appropriate.
In addition, some existing stockholders have the ability to require us to
register their shares.

13

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Statements of our intentions, beliefs, expectations or predictions for the
future, denoted by the words "anticipate," "believe," "estimate," "expect,"
"project," "imply," "intend," "foresee" and similar expressions, and sentences
stating that we "will" or "are going to" take a certain action or experience a
certain set of circumstances, are forward-looking statements. These statements
reflect our current views about future events. All of these forward-looking
statements are subject to risks, uncertainties and assumptions. These risks,
uncertainties and assumptions include those identified in this "Risk Factors"
section and in the "Business" and "Management's Discussion and Analysis of
Financial Condition and Results of Operations" sections of this prospectus, and
include the following:

— changes in laws or regulations affecting the medical waste industry
generally and our operations in particular;

- failure properly to manage our cash resources, particularly in light of
our substantial indebtedness;

- hazards associated with handling and treating medical waste generally,
which might lead to tort liability or increased government restriction on
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our activities;

- inability to continue our acquisition strategy for any reason, including
failure to achieve necessary governmental approvals;

— problems arising with respect to our international expansion programs and
foreign joint-venture strategies; and

— industry-wide market factors and other general economic and business
conditions.

Although we believe that the expectations reflected in these
forward-looking statements are reasonable, our actual results could differ
materially from those expectations as a result of these factors and those listed
in this section and elsewhere throughout this prospectus, and incorporated by
reference in this prospectus, many of which are beyond our control. There can be
no assurance our expectations will prove to have been correct. We are under no
obligation to update or revise any forward-looking statements, whether as a
result of new information, future events, or otherwise. In light of these risks,
uncertainties, and assumptions, the events described in the forward-looking
statements in this prospectus and the documents it incorporates might not occur.

INDUSTRY AND MARKET DATA

In this prospectus, we rely on and refer to information and statistics
regarding the medical waste industry and the sectors in which we compete. We
obtained this information and statistics from various third party sources and
our own internal estimates. We believe that these third party sources and
estimates are reliable, but we have not independently verified them.

14

USE OF PROCEEDS

The net proceeds to us from the sale of the shares of common stock in the
offering are estimated to be $40.8 million at an assumed public offering price
of $45.71 per share, after deducting underwriting discounts and commissions and
estimated offering expenses payable by us. We will not receive any proceeds from
the sale of shares by the selling stockholders.

We intend to use our net proceeds from the offering for the redemption of a
portion of our senior subordinated notes. In November 1999, as part of the
financing for our acquisition of the medical waste management business of BFI,
we incurred indebtedness through the sale of $125 million of senior subordinated
notes due November 15, 2009. These notes bear fixed annual interest at the rate
of 12 3/8%, payable semi-annually in arrears. Up to 35.0% of the notes are
redeemable on one or more occasions before November 15, 2002 at a redemption
price of 112.375% of the aggregate principal amount of notes redeemed, plus
accrued and unpaid interest to the redemption date, using the net cash proceeds
of one or more equity offerings. The trustee under the indenture governing our
senior subordinated notes, State Street Bank and Trust Company, will select the
particular notes to be redeemed on a pro rata basis, by lot or in accordance
with any other method that the trustee considers fair and appropriate. The
balance, if any, of our net proceeds from the offering may be used to repay
indebtedness under our senior secured credit facility or for general corporate
purposes.

Three of our directors, Messrs. Dammeyer, Patience and Schuler, each own
$1.25 million of our senior subordinated notes. Investment funds affiliated with
Bain Capital LLC hold $12.0 million of our senior subordinated notes.

18
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PRICE RANGE OF COMMON STOCK

Since August 23, 1996, the Company's common stock has traded on the Nasdag
National Market under the symbol "SRCL." The following table sets forth, for the
periods indicated, the high and low sale prices of the common stock as reported
on The Nasdag National Market:

PRICE RANGE OF
COMMON STOCK

HIGH LOW

1999:

e = O 15 i = $18.000 $11.438
SECONA QUATE Tt i v it et et e e e e e e ettt et e et ettt 15.500 9.500
B o T o O G = o i = 16.313 11.875
L 6 il o N O 6 = s = 19.750 14.375
2000:

i T 1 = Y i = 25.313 15.188
SECONA QUATE Tt v v it et et e e e e e e ettt et e e e et 25.875 19.000
B o T o O G = o i = 27.000 20.125
R 6 il o N O 6 = = 42.250 24.063
2001:

i T 1 5 = Y i = 47.000 26.000
SECONA QUATE Tt i v it et et et e e e e ettt e e e et 51.870 38.480
B o o O G = o i = 52.990 33.700
FoUrth QUATEer (1) v vt it it e e e e et et e e et ettt ettt et e te e eeeenenn 47.250 40.800

(1) From October 1, 2001 through October 17, 2001.

On October 17, 2001, the last reported sale price of the common stock on
The Nasdag National Market was $45.71 per share.
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DIVIDEND POLICY

We have never paid cash dividends on our capital stock. We currently expect
that we will retain future earnings for use in our operations, including the
payment of interest on our indebtedness and the expansion of our business.
Accordingly, we do not anticipate paying any cash dividends in the foreseeable
future. We are prohibited from paying cash dividends under the terms of the
trust indenture pursuant to which we sold $125 million of senior subordinated
notes. We are restricted from paying cash dividends under our senior secured
credit facility and under an agreement in connection with the industrial
development revenue bonds issued to finance the construction of our treatment
facility at Woonsocket, Rhode Island.

16

CAPITALIZATION

The following table sets forth, as of June 30, 2001, our actual
capitalization and our capitalization as adjusted to give effect to (i) the

19
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receipt and application as described under "Use of Proceeds" of the estimated
net proceeds from the sale of the 1,000,000 shares of common stock that we are
offering (at an assumed public offering price of $45.71 per share, and after
deducting underwriting discounts and commissions and estimated offering expenses
pavable by us) and to (ii) the refinancing of our senior secured credit facility
on October 10, 2001, pursuant to which we increased our revolving credit
facility and extended its maturity, reallocated the term loan components and
extended their maturities, and reduced the interest rates that we are charged.
See "Management's Discussion and Analysis of Financial Condition and Results of
Operation —-- Liquidity and Capital Resources."

JUNE 30, 2001

Short-term debt:

Current portion of long-term debt...........o e S 6,942 $ 7,849
Long-term debt:

Senior secured credit facility:

Revolving credit facility.....oiiii i iennenns - 27,280
T L10AN Attt it i et e et ettt e e sttt e eeeeaeeeeeeneeanns 62,812 95,000
Term 10aAn B ittt ittt ettt ettt ettt ettt 135,000 74,625
Senior subordinated NOtEeS. ...ttt ittt it it eneennnens 125,000 86,949
Industrial development bonds and other.................... 5,750 5,750
Total long-term debt, net of current portion...... 328,562 289,604

Redeemable preferred stock:
Series A convertible preferred stock ($.01 par value;
100,000 shares authorized; 74,625 shares issued and
outstanding, 46,681 shares issued and outstanding as
AdJUSEEd (L) ) v vttt e e e e e e e e e e 72,339 45,023
Common shareholders' equity:
Common stock ($.01 par value; 30,000,000 shares
authorized; 15,483,640 shares issued and outstanding,
18,183,640 shares issued and outstanding as

A JUSEEA (2) ) ¢ ittt e e e e e e e e e e e e e e e e e e 155 182
Additional paid-in capital....... ittt 144,279 214,328
Accumulated other comprehensive 10SS......iiiiieineeeennnn (2,027) (2,027)
Retained earnings (deficit) ......coiiiiiiiiiiii .. 2,513 (1,109)

Total shareholders' equity.......cciiiiinnnnn. 144,920 211,374
Total capitalization......ee et ieeeennnneenns $552,763 $553, 850

(1) Adjusted to give effect to the conversion of a portion of the selling
stockholders' shares of our Series A convertible preferred stock in
connection with this offering.

(2) Adjusted to give effect to the issuance of the 1,700,000 shares of common
stock offered by the selling stockholders in this offering, which were
issued upon the conversion of a portion of their shares of our Series A
convertible preferred stock.

17
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SELECTED CONSOLIDATED FINANCIAL DATA

The following table sets forth our selected consolidated financial data.
The statements of operations data for the years ended December 31, 1998, 1999
and 2000 and the balance sheet data at December 31, 1999 and 2000 have been
derived from our consolidated financial statements, which are included elsewhere
in this prospectus and which have been audited by Ernst & Young LLP, independent
auditors. The statements of operations data for the years ended December 31,
1996 and 1997 and the balance sheet data at December 31, 1996, 1997 and 1998
have been derived from our audited consolidated financial statements which are
not included in this prospectus. The statements of operations data for the six
months ended June 30, 2000 and 2001 and the balance sheet data at June 30, 2001
are derived from our unaudited condensed consolidated financial statements
included elsewhere in this prospectus. The balance sheet data at June 30, 2000
are derived from our unaudited condensed consolidated financial statements which
are not included in this prospectus. Our condensed consolidated financial
statements include all adjustments, consisting of normal recurring adjustments,
that we consider necessary for a fair presentation of our financial position and
results of operations for those periods. Operating results for the six months
ended June 30, 2001 are not necessarily indicative of the results that may be
expected for the entire year ending December 31, 2001. The data set forth below
should be read in conjunction with "Management's Discussion and Analysis of
Financial Condition and Results of Operations" and the consolidated financial
statements, condensed consolidated financial statements and related notes
included elsewhere in this prospectus. We did not declare any cash dividends
during any of the periods for which consolidated financial data is presented.

YEAR ENDED DECEMBER 31,

(IN THOUSANDS, EXCEPT PER SHARE D

STATEMENTS OF OPERATIONS DATA(1):

REVENUES e & vttt e e e et eeeeeeeeeeneeennaeesseenenns $24,542 $46,166 $66,681 $132,848 $323,722
COoST Of revVeNUES. i v ittt ittt ettt teteeeeeeenenn 19,423 34,109 45,328 86,123 196,345
Selling, general and administrative

S5 1Y 0 =T == 7,556 10,671 14,929 26,480 59,457
Acquisition related costS......iiiiiinee.. - - - 7,961 4,454
Income (loss) from operations................ (2,437) 1,386 6,424 12,284 63,466
Interest income (expense), net............... 48 190 (64) (5,051) (39,227)
Other income, Net.......iiiiiiiteeneeneennnn —— —— 1 565 (423)
Income (loss) before income taxes............ (2,389) 1,576 6,361 7,798 23,816
Income tax expense (benefit)................. —— 146 648 (6,170) 9,305
Net income (L1OSS) v vvvveeeeeeeeeeeennnnaeeennn $(2,389) $ 1,430 $ 5,713 $ 13,968 $ 14,511
Diluted net income (loss) per common share... $ (0.32) S 0.13 S 0.51 S 0.92 S 0.72

Weighted average number of common shares and
common stock equivalent shares
outstanding —- diluted............c ... 7,471 10,766 11,264 15,242 20,093
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DECEMBER 31,

(IN THOUSANDS)

BALANCE SHEET DATA:
Cash, cash equivalents and short-term

INVEeSEMENE S . vt ittt et e e e e e e e e e e $17,749 $ 5,374 $ 1,819 $ 19,629 S
Total assets. .ttt i 55,155 61,226 97,755 595,786 5
Long-term debt, net of current maturities.... 4,591 3,475 23,460 355,444 3
Convertible preferred stock.................. - - - 69,195
Shareholders' equity.... ... 40,014 45,026 53,651 118,114 1
(1) See "Business —-- Acquisitions History" and Note 4 to the consolidated

financial statements for information concerning our acquisitions. The
comparability of the information for the periods presented has been affected
by these acquisitions.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATION

The following discussion of our financial condition and results of
operations should be read in conjunction with our consolidated financial
statements, condensed consolidated financial statements and related notes
included elsewhere in this prospectus.

BACKGROUND

We were incorporated in March 1989. We provide regulated medical waste
collection, transportation and treatment services to our customers and related
training and education programs and consulting services. We also sell ancillary
supplies and transport pharmaceuticals, photographic chemicals, lead foil and
amalgam for recycling in selected geographic service areas. We are also
expanding into international markets through joint ventures or by licensing our
proprietary technology and selling associated equipment.

Our revenues have increased from $1.6 million in 1991 to $323.7 million in
2000. We derive our revenues from services to two principal types of customers:
(i) long-term and sub-acute care facilities, outpatient clinics, medical and
dental offices, biomedical companies, municipal entities and other smaller-
quantity generators of regulated medical waste ("small account" customers) and
(ii) hospitals, blood banks, pharmaceutical manufacturers and other
larger—-quantity generators of regulated medical waste ("large account"
customers) . Substantially all of our services are provided pursuant to customer
contracts specifying either scheduled or on-call regulated medical waste
management services, or both. Contracts with small account customers generally
provide for annual price increases and have an automatic renewal provision
unless the customer notifies us prior to completion of the contract. Contracts
with hospitals and other large account customers, which may run for more than
one year, typically include price escalator provisions, which allow for price
increases generally tied to an inflation index or set at a fixed percentage. As
of June 30, 2001, we served over 259,000 customers.

We have established operations in Canada, Mexico, Argentina, Australia and

22
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South Africa and have entered into ETD equipment sales and licensing agreements

in Brazil and Japan.

SIX MONTHS ENDED JUNE 30, 2001 COMPARED TO SIX MONTHS ENDED JUNE 30, 20

The following summarizes (in thousands) our operations:

SIX MONTHS ENDED JUNE 30,

00

o g

2000

REVENUE S e 4 vttt ettt et ttee et e teeeeeeeeeeneeees $157,225
COST Of FeVEeNUES . ittt ittt ettt ettt ee e e eeeeenens 95,618
Gross Profit ...t ittt e e e e e 61,607
Selling, general and administrative expenses..... 29,210
Income from operations before acquisition-related

@@ =1 A= TR 32,397
Acquisition-related COSES. i v ittt eennnnn 1,407
Income from operations..........oiiiiiiinnnennnn. 30,990
Net 1NCOME . i i ittt it et et ettt ettt e e et aeeeeeaan 6,859
Depreciation and amortization.................... 11,612
EBITDA (1) v ot e e et e et e e e e e e e et e e et e e et e 42,574
Earnings per share -- diluted..........cciviunno.. $ 0.35

5 S

$

174,384
105,119

69,265
32,078

(1) Calculated for any period as the sum of net income, plus net interest
expense, income tax expense, depreciation expense and amortization expense,

to the extent deducted in calculating net income.

REVENUES. Revenues increased $17.2 million, or 10.9%,

to $174.4 million

during the six months ended June 30, 2001 from $157.2 million during the
comparable period in 2000 as a result of our continued strategy of focusing on
sales to higher-margin small account customers, higher international

19

equipment sales and higher revenues by 3CI Complete Compliance Corporation, of
which our wholly-owned subsidiary, Waste Systems, Inc. is a majority
shareholder. International equipment revenues during the six months ended June
30, 2001 increased $2.1 million to $3.2 million from $1.0 million during the

comparable period in 2000. During the six months ended June 30,

2001,

acquisitions contributed approximately $1.3 million to the increase in revenues
as compared to the prior year. For the six months, our base internal revenue
growth for small account customers increased approximately 9% while revenues
from large account customers also increased by approximately 3%.

COST OF REVENUES. Cost of revenues increased $9.5 million,
$105.1 million during the six months ended June 30, 2001 from $95.6 million
during the comparable period in 2000. The increase was primarily due to higher
energy and labor costs and volume growth. The gross margin percentage increased
to 39.7% during the six months ended June 30, 2001 from 39.2% during the same
period in 2000 as a result of productivity improvements offsetting the higher

energy and labor costs.

or 9.9%, to
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SELLING, GENERAL AND ADMINISTRATIVE EXPENSES. Selling, general and
administrative expenses increased to $32.1 million for the six months ended June
30, 2001 from $29.2 million for the comparable period in 2000. The increase was
largely the result of higher administrative expenses related to the
international business and spending on the Steri-Safe (SM) compliance program and
other strategic marketing investments. Selling, general and administrative
expenses as a percent of revenues decreased to 18.4% during the six months ended
June 30, 2001 from 18.6% during the comparable period in 2000. Excluding
amortization, selling, general and administrative expenses as a percent of
revenue increased to 14.4% during the six months ended June 30, 2001 from 14.3%
during the comparable period in 2000.

ACQUISITION-RELATED COSTS. During the six months ended June 30, 2001, we
incurred acquisition-related costs of $0.3 million related to the integration of
the BFI acquisition.

INCOME FROM OPERATIONS. Income from operations increased to $36.9 million
for the six months ended June 30, 2001 from $31.0 million for the comparable
period in 2000. The increase was due to higher revenues and lower
acquisition-related costs offset by higher cost of revenues and selling, general
and administrative expenses during the six months. Income from operations as a
percentage of revenue increased to 21.1% during the six months ended June 30,
2001 from 19.7% during the same period in 2000 as a result of productivity
improvements and lower acquisition-related costs.

EBITDA. EBITDA increased by 14.7% to $48.8 million or 28.0% of revenue for
the six months ended June 30, 2001, as compared to $42.6 million or 27.1% of
revenue for the comparable period in 2000. The increase in EBITDA 1is primarily
due to the factors described above.

INTEREST EXPENSE. Interest expense decreased to $18.5 million during the
six months ended June 30, 2001 from $19.8 million during the comparable period
in 2000 primarily due to decreased interest rates on debt incurred in connection
with the BFI acquisition and repayments on that debt.

OTHER EXPENSE. Other expense increased to $0.7 million during the six
months ended June 30, 2001 from $0.03 million during the comparable period in
2000 primarily due to a one time accrual in state and local taxes of $0.4
million and minority interest expense related to our foreign subsidiaries as
opposed to minority interest income during the comparable period in 2000.

NET INCOME. Net income increased to $10.6 million for the six months ended
June 30, 2001 from $6.9 million for the comparable period in 2000. The increase
was due to higher income from operations and lower interest expense partially

offset by higher other expense and income tax expense.
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YEAR ENDED DECEMBER 31, 2000 COMPARED TO YEAR ENDED DECEMBER 31, 1999

The following summarizes (in thousands) our operations:

YEAR ENDED DECEMBER 31,

REVENUES e ¢ v v v v e e e e eeeeeeeeeeeneeennaeeseeeeennnnes $132,848 100.0% $323,722

100.
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COST Of FeVEeNUES . i v ittt ittt ettt et ee e eeeeeeenens 86,123 64.8 196,345
Gross Profit ...ttt ittt e e e e e 46,725 35.2 127,377
Selling, general and administrative expenses..... 26,480 19.9 59,457

[T Y= = 20,245 15.2 67,920
Acquisition-related COSES.c i i ittt eeennnn 7,961 6.0 4,454
Income from operations..........oiiiiiiiinnneeenn. 12,284 9.2 63,466
1 LS o I'a Yoo 1 13,968 10.5 14,511
Depreciation and amortization.................... 9,879 7.4 23,469
EBI DA . ittt ettt ettt eeeeeeeeeeeeeneaeeeseeeennanns 22,728 17.1 86,512
Earnings per share -- diluted..........c.civenuo.. $ 0.92 S 0.72

REVENUEs. Our revenues increased $190.9 million, or 143.7%, to $323.7
million during the year ended December 31, 2000 from $132.8 million during the
year ended December 31, 1999, as we had a full year of revenues from our
acquisition of BFI's medical waste business in November 1999 and we continued to
focus on sales to higher-margin small account customers while simultaneously
paring specified higher-revenue but lower-margin accounts with large account
customers. Revenues generated from the sale of machinery and licensing of
technology internationally were $7.2 million during 2000 as compared to $5.9
million during 1999. During 2000, acquisitions contributed approximately $180.0
million to the increase in our revenues from 1999. For the year, internal growth
for small account customers increased approximately 8.0% while revenues from
large account customers increased by approximately 3.5%.

COST OF REVENUES. Our cost of revenues increased $110.2 million, or
128.0%, to $196.3 million during the year ended December 31, 2000, from $86.1
million during the year ended December 31, 1999. The increase was primarily due
to the substantial increase in revenues during 2000 compared to 1999 and to the
cost of equipment sold internationally. Our gross margin percentage increased to
39.3% during 2000 from 35.2% during 1999 as a result of the further integration
of the BFI medical waste business into our existing infrastructure, lower costs
relating to the changing mix of small account versus large account customers,
higher gross margins on international equipment sales, and increased utilization
of treatment capacity.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES. Our selling, general and
administrative expenses increased to $59.5 million during the year ended
December 31, 2000, from $26.5 million during the year ended December 31, 1999.
This increase was largely the result of increases in selling and marketing
expenses and goodwill amortization as a result of the BFI acquisition. Bad debt
expense increased during 2000 to $1.6 million from $0.8 million in 1999 as a
result of increased sales. Selling, general and administrative expenses as a
percentage of revenue decreased to 18.4% during 2000 from 19.9% during 1999.
Excluding amortization, selling, general and administrative expenses as a
percent of revenue decreased to 14.1% during 2000 from 16.7% during 1999.

ACQUISITION-RELATED COSTS. During the year ended December 31, 2000 we
incurred integration and other non-recurring acquisition costs of $4.5 million
related to the BFI acquisition as compared to $8.0 million during the year ended
December 31, 1999. These costs included severance and facility closure costs,
other non-recurring acquisition-related costs, and transition related expenses.
We anticipate that we will incur an additional $0.5 million in
acquisition-related costs during the year ended December 31, 2001.

INCOME FROM OPERATIONS. Income from operations increased to $63.5 million
during the year ended December 31, 2000 from $12.3 million during the year ended
December 31, 1999. The increase was due to
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higher revenues and lower acquisition-related costs,

offset by higher costs of

revenues and selling, general and administrative expenses during the period.

Income from operations as a percentage of revenue increased to 19.6% during the

year ended December 31, 2000 from 9.2% during the same period in 1999 as a

result of productivity improvements and lower acquisition-related costs relative

to the BFI acquisition.

EBITDA. EBITDA increased by 280.6% to $86.5 million or 26.7% of revenues

for the year ended December 31, 2000, as compared to $22.7 million or 17.1% of

revenues for the year ended December 31, 1999. The increase in EBITDA is

primarily due to the factors described above.

INTEREST EXPENSE AND INTEREST INCOME. Interest expense increased to $39.8

million during the year ended December 31, 2000, from $6.2 million during the
year ended December 31, 1999, primarily due to increased borrowings in

connection with the BFI acquisition. Interest income decreased to $0.6 million

during 2000, from $1.1 million during 1999, primarily due lower cash balances

throughout the year.

INCOME TAX EXPENSE. Income tax expense for the year ended December 31,

2000 reflects an effective tax rate of approximately 39.1% for federal and state
income taxes. Income tax expense for the year ended December 31,

one time tax benefit of $6.3 million recorded in compliance with FASB 109.

NET INCOME. Net income increased to $14.5 million during the year ended
December 31, 2000 from $14.0 million during the year ended December 31, 1999.

The increase was due to higher income from operations offset by higher interest,

other and income tax expense.

YEAR ENDED DECEMBER 31, 1999 COMPARED TO YEAR ENDED DECEMBER 31, 1998

The following summarizes (in thousands) our operations:

YEAR ENDED DECEMBER 31,

1999 reflects a

REVENUES . ¢ vt vt e e e e eeeeeeeeeeeneeennaeeseeeenennnns $
CoSt Of FevVeNUES. .ttt ittt it ettt et e eeeeeeens

Gross Profit ...t ittt e e e e e
Selling, general and administrative expenses.....

Income from operations..........iiiiiiiinnenenn.
Net dncome. .....i ittt ittt ennnn
Depreciation and amortization....................

)
Earnings per share —— diluted.................... $
REVENUES. Our revenues increased $66.1 million,

or 99.

100.0% $132,848

2%,

68.0 86,123
32.0 46,725
22.4 26,480
9.6 20,245
- 7,961
9.6 12,284
8.6 13,968
6.1 9,879
15.7 22,728
$ 0.92

to $132.8

o N

o N

o o1 N
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million during the year ended December 31, 1999 from $66.7 million during the
year ended December 31, 1998 as we completed the acquisition of the medical
waste business from BFI and continued to focus on sales to higher-margin small
account customers while simultaneously paring specified higher-revenue but
lower-margin accounts with large account customers. Revenues generated from the
sale of machinery internationally were $5.9 million during the year ended
December 31, 1999 as compared to $6.0 million during 1998. During 1999,
acquisitions contributed approximately $61.5 million to the increase in our
revenues from 1998. For the year, internal growth for small account customers
increased approximately 15.8% while revenues from large account customers
decreased by approximately 1.3%.

COST OF REVENUES. Our cost of revenues increased $40.8 million, or 90.0%,
to $86.1 million during the year ended December 31, 1999, from $45.3 million
during the year ended December 31, 1998. The increase was primarily due to the
completion of the BFI acquisition and the substantial increase in revenues
during 1999 compared to 1998 and to the cost of equipment sold internationally.
Our gross margin percentage increased to 35.2% during 1999, from 32.0% during
1998, as a result of the further
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integration of new acquisitions into our existing infrastructure, lower costs
relating to the changing mix of small account versus large account customers and
increased utilization of treatment capacity.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES. Our selling, general and
administrative expenses increased to $26.5 million during the year ended
December 31, 1999, from $14.9 million during the year ended December 31, 1998.
This increase was largely the result of increases in selling and marketing
expenses and goodwill amortization as a result of our acquisitions, expansion of
our sales network, and increased administrative expenses related to the higher
volume. Selling, general and administrative expenses as a percentage of revenues
decreased to 19.9% during 1999 from 22.4% during 1998. Excluding amortization,
selling, general and administrative expenses as a percent of revenues decreased
to 16.7% during 1999 from 20.1% during 1998.

ACQUISITION-RELATED COSTS. During the fourth quarter of 1999, we incurred
integration and other non-recurring acquisition costs of $8.0 million related to
the BFI acquisition. These costs included severance and facility closure costs,
other non-recurring acquisition-related costs, and transition related expenses.

INCOME FROM OPERATIONS. Income from operations increased to $12.3 million
during the year ended December 31, 1999 from $6.4 million during the year ended
December 31, 1998. The increase was due to higher revenues offset by higher cost
of revenues and selling, general and administrative expenses and
acquisition-related costs. Income from operations as a percentage of revenue
decreased to 9.2% during the year ended December 31, 1999 from 9.6% during the
same period in 1999 as a result of acquisition-related costs relative to the BFI
acquisition.

EBITDA. EBITDA increased by 116.7% to $22.7 million, or 17.1% of revenues
for the year ended December 31, 1999, as compared to $10.5 million, or 15.7% of
revenues for the year ended December 31, 1998. The increase in EBITDA was
primarily due to the factors described above.

INTEREST EXPENSE AND INTEREST INCOME. Interest expense increased to $6.2
million during the year ended December 31, 1999, from $0.8 million during the
year ended December 31, 1998, primarily due to increased borrowings for the BFI
acquisition. Interest income also increased to $1.1 million during 1999, from
$0.7 million during 1998, primarily due to interest income on the investment of
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excess funds from the secondary offering of public stock that we completed in
February 1999.

OTHER INCOME AND EXPENSE. During the year ended December 31, 1999, a
one-time gain of $0.8 million on the sale of routes by 3CI Complete Compliance
Corporation, of which our wholly-owned subsidiary, Waste Systems, Inc. is a
majority shareholder, was partially offset by a one-time cash expense of $0.2
million for warrants issued with bridge loan borrowings in December 1998 and
January 1999.

INCOME TAX EXPENSE. Income tax expense for the year ended December 31,
1999 reflects a one time tax benefit of $6.3 million recorded in compliance with
FASB 109. Under FASB 109, we are required to recognize our net deferred tax
assets if we believe that we are more likely than not to benefit from our
carryforward losses and tax credits in future years.

NET INCOME. Net income increased to $14.0 million during the year ended
December 31, 1999 from $5.7 million during the year ended December 31, 1998. The
increase was due to higher income from operations, other income and a one-time
tax expense benefit offset by higher interest expense.

LIQUIDITY AND CAPITAL RESOURCES

In November 1999, we completed the acquisition of BFI's medical waste
business in the United States, Canada and Puerto Rico. Prior to our acquisition,
BFI had been the largest provider of regulated medical waste services in the
United States, with revenues of $201.7 million for the 12 months ended June 30,
1999. The purchase price for the acquisition was $410.5 million in cash. We paid
the purchase price from the following sources, in addition to cash on hand: (i)
$225.0 million in borrowings under the term loan facilities of a new senior
secured credit facility that we established with DLJ Capital Funding, Inc., an
affiliate of Credit Suisse First Boston Corporation, Bankers Trust Company and
Bank of America, N.A.; (ii) $125.0 million in proceeds from the sale of our
12 3/8% senior subordinated notes due
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November 2009; and (iii) $75.0 million in proceeds from the issuance of new
Series A convertible preferred stock to certain investment funds associated with
Bain Capital, LLC and Madison Dearborn Partners, LLC. These transactions were
completed concurrently with the completion of our acquisition of BFI's medical
waste business. As a result we are a substantially leveraged company. We also
recorded a substantial increase in goodwill and other intangible assets in
connection with the BFI acquisition, and we have experienced a corresponding
large increase in amortization expense.

On October 10, 2001, we refinanced our senior secured credit facility to
increase our revolving credit facility and extend its maturity, reallocate the
term loan A and B components of the facility and extend their maturities, and
reduce the interest rates that we are charged. Under the amendment and
restatement of our existing credit agreement, we increased our revolving credit
facility from $50.0 million to $80.0 million and extended its maturity from
November 11, 2005 to September 30, 2006. We also reallocated the term loan
components of the credit facility, increasing the lower-interest Term A
component from $75.0 million to $100.0 million and extending its maturity from
November 11, 2005 to September 30, 2006, and reducing the higher-interest Term B
component from $150.0 million to $75.0 million and extending its maturity from
November 10, 2006 to September 30, 2007. Both term loans will be repaid in
quarterly installments on the last business day of March, June, September and
December beginning on January 1, 2002.
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The refinancing of our senior secured credit facility reduces the interest
rates that we are charged by reducing the applicable margin added to the
relevant interest rate. Our borrowings continue to bear interest at fluctuating
interest rates determined, at our election in advance for any quarterly or other
applicable interest period, by reference to (i) a "base rate" (the higher of the
reference rate at Bank of America, N.A. or 0.5% above the rate on overnight
federal funds transactions) or (ii) the London Interbank Offered Rate, or LIBOR,
plus, in either case, the applicable margin within the relevant range of margins
provided in the credit agreement. The applicable margin is based upon our
leverage ratio. The initial margin for interest rates on borrowings under our
revolving credit facility and the Term A component is 1.375% on base rate loans
and 2.375% on LIBOR loans, and the initial margin for interest rates on
borrowings under the Term B component is 1.75% on base rate loans and 2.75% on
LIBOR loans.

Our amended and restated credit facility is secured by a lien on
substantially all of our assets and all of the assets of our subsidiaries
(except for the assets of 3CI and our foreign subsidiaries) and by a pledge of
all of the stock of our wholly-owned domestic subsidiaries, all of our stock in
3CI and Medam, and 65% of our stock in Med-Tech. The amended and restated credit
facility also requires us to comply with various quarterly and other financial
covenants. As of October 10, 2001, we had $195.0 million of borrowings
outstanding under our senior secured credit facility.

Dividends on our Series A convertible preferred stock are payable in kind
in additional shares of convertible preferred stock and accrue at the annual
rate of 3.375%, subject to adjustment.

At June 30, 2001, our working capital was $43.2 million compared to working
capital of $47.9 million at December 31, 2000. The decrease in working capital
is primarily due to lower accounts receivable and other current asset balances.
As noted, we have available a $50.0 million revolving line of credit under our
senior secured credit facility which is secured by our accounts receivable and
all of our other assets. At June 30, 2001 we had no borrowings under this line.

Net cash provided by operating activities was $23.3 million during the six
months ended June 30, 2001 compared to net cash used in operations of $0.6
million for the comparable period in 2000. This increase primarily reflects
better collections of accounts receivable in 2001 compared to 2000 and higher
net income, depreciation and amortization expenses, accrued liability and
deferred revenue balances partially offset by a lower accounts payable balance
and higher other asset balances.

Net cash used in investing activities for the six months ended June 30,
2001 was $10.6 million compared to $4.9 million for the comparable period in
2000. This increase is primarily attributable to the increase in capital
expenditures and investments in international Jjoint ventures. Capital
expenditures were $6.6 million for the six months ended June 30, 2001, primarily
for upgrades to our incinerator treatment
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facilities, compared to $3.6 million for the same period in 2000. This rate of
capital spending is within the 4-5% of revenues that we anticipated spending
during 2001. After the upgrades are completed 