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FRESENIUS MEDICAL CARE AG
PART 1
FINANCIAL INFORMATION
ITEM 1
Financial Statements
Consolidated Statements of Income
For the three months ended March 31, 2005 and 2004
(unaudited)
(in thousands, except per share data)

2005 2004
Net revenue:
Dialysis Care ... ...t 1,162,461 1,057,750
Dialysis Products .. ...t 446,542 401,306

1,609,003 1,459,056

Costs of revenue:
Dialysis Care . .. ...t 838,346 766,683
Dialysis Products .. ... ...t 231,688 210,415

1,070,034 977,098
GTOSS PrOfit . .ot 538,969 481,958

Operating expenses:

Selling, general and administrative ............ ... ..., 305,738 271,469

Research and development . ........ ... .. .. . 13,248 12,301
OPperating iNCOME . . .« . vttt ettt e e e e e e ettt 219,983 198,188
Other (income) expense:

Interest iNCOME. . . ..o v it e e e e e e (2,245) (2,874)

INterest EXPENSE . . oottt e 44,532 49,577
Income before income taxes and minority interest ......................... 177,696 151,485
Income tax EXPense . . . .. ..ottt 69,643 59,697
MINOTILY INTETESt. « . vttt e e ettt e e e e et et e 582 679
NEt INCOMIE . . . ottt et et e e e e e e e e 107,471 91,109
Basic income per Ordinary share ............. ... .. i, 1.11 0.94
Fully diluted income per Ordinary share............... ... ... ... 1.10 0.94
Basic income per Preference share ............ .. ... .. .. .. ... ... ... .. ..., 1.13 0.96
Fully diluted income per Preference share .............. ... ... ... ... .... 1.12 0.96

See accompanying notes to unaudited consolidated financial statements
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FRESENIUS MEDICAL CARE AG
Consolidated Balance Sheets
At March 31, 2005 (unaudited) and December 31, 2004
(in thousands, except share and per share data)

2005 2004
ASSETS
Current assets:
Cash and cash equivalents ... ......... ...ttt $ 50816 $ 58,966
Trade accounts receivable, less allowance for doubtful accounts of $176,268 in 2005
and $179,917 00 2004 . . .. ot 1,459,242 1,462,847
Accounts receivable from related parties. .. ............. . i i 67,224 51,760
INVeNtOTIES . . ottt 451,603 442919
Prepaid expenses and other Current assets. ... ..........uuueeeeuiinneeeennnnnennn 237,630 244,093
Deferred taxes. . . oot e 201,218 185,385
Total CUITENT ASSELS . . .\ vttt et e et et e e e e e e e 2,467,733 2,445,970
Property, plant and equipment, Net ........ ... ittt e 1,152,607 1,181,927
Intangible assets .. ... ...t 596,399 602,048
GoodWill ... e 3,442,534 3,445,152
Deferred taxes. . .. oottt 37,765 58,123
Other ASSETS . ottt 196,586 228,321
Total @SSEtS . . ittt $7,893,624 $7,961,541
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Accounts payable . ... ... $ 199,484 $ 192,552
Accounts payable to related parties ............ i 133,117 113,444
Accrued expenses and other current liabilities . ........... ... ... ... .. oo 735,307 741,075
Short-term DOITOWINGS . . . . ..ottt et e e e e e e e e et et 325,759 419,148
Short-term borrowings from related parties ............ ... ... i, 5,617 5,766
Current portion of long-term debt and capital lease obligations . .................... 240,924 230,179
Income tax payable .. ........ ... 209,939 230,530
Deferred taxes. . . oot e 16,953 5,159
Total current labilities. . ... ...t 1,867,100 1,937,853
Long-term debt and capital lease obligations, less current portion..................... 526,665 545,570
Other Habilities . . . . . oot e 120,051 156,122
Pension Habilities . ... ... ... 106,151 108,125
Deferred taxes. . ..ot 295,824 282,261
Company-obligated mandatorily redeemable preferred securities of subsidiary
Fresenius Medical Care Capital Trusts holding solely Company-guaranteed debentures
Of SUDSIAIATIES . . .. oot 1,244,356 1,278,760
MINOrity INTETESt . . . o oottt ettt e e e e e e 18,118 18,034
Total Habilities . ... ..o 4,178,265 4,326,725
Shareholders’ equity:
Preference shares, no par, €2.56 nominal value, 53,597,700 shares authorized,
26,375,567 issued and outstanding ... .......... .. 70,147 69,878
Ordinary shares, no par, €2.56 nominal value, 70,000,000 shares authorized, issued and
OULSTANAING . . o oottt e e e 229,494 229,494
Additional paid-in capital ... .. ... 2,750,945 2,746,473
Retained earnings . . ... ... ..ot 765,377 657,906
Accumulated other comprehensive 10SS .. ...t (100,604) (68,935)
Total shareholders’ equity .. ........vouiit i 3,715,359 3,634,816
Total liabilities and shareholders’ equity ............. ... .. oo .. $7,893,624 $7,961,541

See accompanying notes to unaudited consolidated financial statements

2



FRESENIUS MEDICAL CARE AG
Consolidated Statements of Cash Flows
For the three months ended March 31, 2005 and 2004
(unaudited)
(in thousands)

2005 2004
Operating Activities:
Net INCOME . . .ottt e e e e $107,471 $ 91,109
Adjustments to reconcile net income to cash and cash equivalents provided
by (used in) operating activities:
Depreciation and amortization . ..............uuitneineinei 59,711 56,842
Change in deferred taxes, net............ouiiiiininenenennnn. 18,542 7,144
Gain on sale of fixed assets. ..........coiitiii i (30) (37)
Compensation expense related to stock options ........................ 424 376
Cash inflow from Hedging ......... ... ... i - 4,422
Changes in assets and liabilities, net of amounts from businesses acquired:
Trade accounts receivable, net ........... ... .. .. ... .. . i (18,513) (8,792)
INVeNtOries . ...\t (15,798) (3,443)
Prepaid expenses, other current and non-current assets ................. (22,859) 755
Accounts receivable from/ payable to related parties ................... 2,560 (3,391)
Accounts payable, accrued expenses and other current and non-current
Habilities . ... oo 20,320 2,000
Income tax payable . ......... . i (13,353) 24,337
Net cash provided by operating activities . ..................ccou.... 138,475 171,322
Investing Activities:
Purchases of property, plant and equipment .. ........................... (43,524) (42,765)
Proceeds from sale of property, plant and equipment ..................... 3,479 1,851
Acquisitions and investments, net of cash acquired ....................... (21,988) (42,401)
Net cash used in investing activities ............... ..., (62,033) (83,315)
Financing Activities:
Proceeds from short-term borrowings .............. .. ..., 11,019 21,142
Repayments of short-term borrowings . ........... ... .. ... (31,111) (11,087)
Proceeds from short-term borrowings from related parties . ................ - 50,000
Proceeds from long-term debt ......... .. .. .. ... .. .. ... 25,930 10,080
Principal payments of long-term debt and capital lease obligations.......... (22,993) (34,088)
Decrease of accounts receivable securitization program ................... (70,765) (112,998)
Proceeds from exercise of stock options ............. . ... .. i, 4,317 423
Change in minority interest ... .........uuuiinninen e, 452 (176)
Net cash used in financing activities .. ...........oviiinenenaen .. (83,151) (76,704)
Effect of exchange rate changes on cash and cash equivalents ............... (1,441) (2,270)
Cash and Cash Equivalents:
Net (decrease) increase in cash and cash equivalents .................... (8,150) 9,033
Cash and cash equivalents at beginning of period ........................ 58,966 48,427
Cash and cash equivalents at end of period ............................. $ 50,816 $ 57,460

See accompanying notes to unaudited consolidated financial statements
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FRESENIUS MEDICAL CARE AG
Consolidated Statement of Shareholders’ Equity
For the three months ended March 31, 2005 (unaudited) and year ended December 31, 2004
(in thousands, except share data)

Preference Shares Ordinary Shares

Accumulated Other Comprehensive
Income (Loss)

Additional Retained Foreign Minimum
Number of No Par  Number of  No Par Paid in Earnings Currency Cash Flow Pension
shares Value Shares Value Capital (Deficit) Translation Hedges Liability Total
Balance at December 31,
2003 ... 26,213,979 $69,616 70,000,000 $229,494 $2,741,362 $ 378,014 $(146,246) $ 4,847  $(33,407) $3,243,680
Proceeds from exercise of
options. . ............... 82,107 262 3,360 3,622
Compensation expense
related to stock options . . . 1,751 1,751
Dividends paid ............ (122,106) (122,106)
Comprehensive income
(loss)
Net income ............ 401,998 401,998
Other comprehensive
income (loss) related
to:
Cash flow hedges...... (29,011) (29,011)
Foreign currency
translation adjustment 144,784 144,784
Minimum pension
liability ............ (9,902) (9,902)
Comprehensive income . . . .. 507,869
Balance at December 31,
2004 ... 26,296,086 $69,878 70,000,000 $229,494 $2,746,473 $ 657,906 $ (1,462) $(24,164) $(43,309) $3,634,816
Proceeds from exercise of
options. .. ... 79,481 268 4,049 4,317
Compensation expense
related to stock options . . . 424 424
Comprehensive income
(loss)
Net income ............ 107,471 107,471
Other comprehensive
income (loss) related
to:
Cash flow hedges. .. ... 8,837 8,837
Foreign currency
translation adjustment (40,506) (40,506)
Comprehensive income . . . 75,802
Balance at March 31,
2005 ..o 26,375,567 $70,147 70,000,000 $229,494 $2,750,945 $ 765,377 $ (41,968) $(15,327) $(43,309) $3,715,359

See accompanying notes to unaudited consolidated financial statements
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FRESENIUS MEDICAL CARE AG

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(in thousands, except share and per share data)

1. The Company and Basis of Presentation

The Company

Fresenius Medical Care AG (“FMS” or the “Company”), a German stock corporation (Aktiengesell-
schaft), is the world’s largest integrated provider of kidney dialysis services and manufacturer and distributor
of products and equipment for the treatment of end-stage renal disease. In the United States, the Company
also performs clinical laboratory testing and provides perfusion, therapeutic apheresis and autotransfusion
services.

Basis of Presentation

a) Basis of Consolidation

The consolidated financial statements at March 31, 2005 and for the three-month periods ended
March 31, 2005 and 2004 in this report are unaudited and should be read in conjunction with the consolidated
financial statements in the Company’s 2004 Annual Report on Form 20-F. Such financial statements reflect
all adjustments that, in the opinion of management, are necessary for a fair presentation of the results of the
periods presented. All such adjustments are of a normal recurring nature.

The results of operations for the three-month periods ended March 31, 2005 are not necessarily indicative
of the results of operations for the year ending December 31, 2005.

b) Classifications
Certain items in the prior year’s comparative consolidated financial statements have been reclassified to
conform with the current year’s presentation.
2. Inventories

As of March 31, 2005 and December 31, 2004, inventories consisted of the following:
March 31, December 31,

2005 2004
Raw materials and purchased components ......................... $ 97,544 $ 90,268
WOrK I PrOCESS . . v vttt et et et e e 35,970 36,586
Finished goods . ........ .. . i 240,288 240,296
Health care supplies. .......... .. i i 77,801 75,769
INVENTOTIES . . o o ot ottt e e e $451,603 $442.919

3. Short-term Borrowings, Long-term Debt and Capital Lease Obligations

As of March 31, 2005 and December 31, 2004, short-term borrowings consisted of the following:
March 31, December 31,

2005 2004
Borrowings under lines of credit.............. ... ... .. ... .. ...... $ 60,759 $ 83,383
Accounts receivable facility. ........ ... .. ... . 265,000 335,765

$325,759 $419,148




FRESENIUS MEDICAL CARE AG

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)
(in thousands, except share and per share data)

At March 31, 2005 and December 31, 2004, long-term debt and capital lease obligations consisted of the
following:

March 31, December 31,

2005 2004
Senior Credit AGreement . ...........c.ouuiumiineuneuneeneennnn. 506,700 484,500
Buro NoOtes ...t 166,587 175,030
Capital lease obligations ............ ...t .. 5,644 6,987
Other .. 88,658 109,232
767,589 775,749
Less current maturities . ... .......ouuiinninninen e, (240,924) (230,179)

526,665 545,570

4. Stock Options

The Company accounts for its stock option plans using the intrinsic value method in accordance with the
provisions of Accounting Principles Board (“APB”) Opinion No. 25, Accounting for Stock Issued to
Employees, and related interpretations, as allowed by SFAS No. 123, Accounting for Stock-Based Compensa-
tion, subject to complying with the additional disclosure requirements of SFAS No. 123 as amended by
SFAS No. 148, Accounting for Stock-Based Compensation — Transition and Disclosure — an amendment of
FASB Statement No. 123. As such, compensation expense is recorded only if the current market price of the
underlying stock exceeds the exercise price on the measurement date. For stock incentive plans which are
performance based, the Company recognizes compensation expense over the vesting periods, based on the
then current market values of the underlying stock.

As of March 31, 2005, the Company had 4,559,582 stock options outstanding.



FRESENIUS MEDICAL CARE AG

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)
(in thousands, except share and per share data)

The following table illustrates the effect on net income and earnings per share if the Company had
applied the fair value recognition provisions of SFAS No. 123 to stock based employee compensation.

For the Three Months
Ended March 31,

2005 2004
Net income:
AS TePOTted . . .o $107,471 $91,109
Add: Stock-based employee compensation expense included in
reported net income, net of related tax effects ................... 424 376
Deduct: Total stock-based employee compensation expense
determined under fair value method for all awards, net of related
tax effects . oo (2,507) (2,012)
Pro forma . ... .. ... $105,388 $89,473
Basic net income per:
Ordinary share
AS TEPOTIEd . . o ottt e $  L11 $ 094
Proforma .......... .. $ 1.09 $ 092
Preference share
AS TEPOTIEd . . o ottt $ 113 $ 096
Proforma ......... ... $ 111 $ 094
Fully diluted net income per:
Ordinary share
AsTeported . .. ... $ 1.10 $ 094
Proforma ....... ... $ 1.08 $ 092
Preference share
AsTeported ... ... $ 112 $ 096
Proforma ....... ... $ 110 $ 094



FRESENIUS MEDICAL CARE AG

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)
(in thousands, except share and per share data)

The following table contains reconciliations of the numerators and denominators of the basic and diluted
earnings per share computations for the three-month periods ended March 31, 2005 and 2004.

For the Three Months Ended

March 31,
2005 2004
Numerators:
NEt INCOME . . . ottt et e e e e e e e e $ 107471 $ 91,109
less:

Dividend preference on Preference shares..................... 511 490
Income available to all classes of shares ........................ $ 106960 $ 90,619
Denominators:

Weighted average number of:

Ordinary shares outstanding . .............. ... iiiinenn... 70,000,000 70,000,000
Preference shares outstanding. . ........ ... ... ... ... ... .. ... 26,330,125 26,215,699
Total weighted average shares outstanding ...................... 96,330,125 96,215,699
Potentially dilutive Preference shares .......................... 555,144 320,626
Total weighted average shares outstanding assuming dilution ... ... 96,885,269 96,536,325
Total weighted average Preference shares outstanding assuming

dilUtion . ... 26,885,269 26,536,325
Basic income per Ordinary share . ............................. $ 111 $ 0.94
Plus preference per Preference shares .......................... 0.02 0.02
Basic income per Preference share ............................ $ .13 § 0.96
Fully diluted income per Ordinary share........................ $ .10 §$ 0.94
Plus preference per Preference shares .......................... 0.02 0.02
Fully diluted income per Preference share ...................... $ .12 § 0.96

5. Employee Benefit Plans

The Company currently has two principal pension plans, one for German employees, the other covering
employees in the United States. Plan benefits are generally based on years of service and final salary.
Consistent with predominant practice in Germany, the Company’s pension obligations in Germany are
unfunded. Each year FMCH contributes at least the minimum required by the Employee Retirement Income
Security Act of 1974, as amended. There is no minimum funding requirement for FMCH for the defined
benefit pension plan in 2005. FMCH made $5,000 in contributions in the first three months of 2005 and at this



FRESENIUS MEDICAL CARE AG

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)
(in thousands, except share and per share data)

time expects to voluntarily contribute $20,000 in total during 2005. The following table provides the
calculations of net periodic benefit cost for the three-month periods ended March 31, 2005 and 2004.

Three Months Ended

March 31,
2005 2004

Components of net period benefit cost:

SEIVICE COSt. . oottt e $ 1,330 $ 1,040
Interest COSt ... i 4,018 3,680
Expected return on plan assets. .. ...t (3,085) (2,325)
Net amortization ... ... ... . 1,600 1,175
Net periodic benefit CoSt. . ... ...t $ 3,863 $ 3,570

6. Commitments and Contingencies
Legal Proceedings
Commercial Litigation

The Company was formed as a result of a series of transactions pursuant to the Agreement and Plan of
Reorganization (the “Merger”’) dated as of February 4, 1996 by and between W.R. Grace & Co. and
Fresenius AG. At the time of the Merger, a W.R. Grace & Co. subsidiary known as W.R. Grace & Co.-Conn.
had, and continues to have, significant potential liabilities arising out of product-liability related litigation, pre-
Merger tax claims and other claims unrelated to NMC, which was W.R. Grace & Co.’s dialysis business prior
to the Merger. In connection with the Merger, W.R. Grace & Co.-Conn. agreed to indemnify the Company,
FMCH, and NMC against all liabilities of W.R. Grace & Co., whether relating to events occurring before or
after the Merger, other than liabilities arising from or relating to NMC’s operations. W.R. Grace & Co. and
certain of its subsidiaries filed for reorganization under Chapter 11 of the U.S. Bankruptcy Code (the “Grace
Chapter 11 Proceedings”) on April 2, 2001.

Pre-Merger tax claims or tax claims that would arise if events were to violate the tax-free nature of the
Merger, could ultimately be the Company’s obligation. In particular, W.R. Grace & Co. has disclosed in its
filings with the Securities and Exchange Commission that: its tax returns for the 1993 to 1996 tax years are
under audit by the Internal Revenue Service (the “Service””); W.R. Grace & Co. has received the Service’s
examination report on tax periods 1993 to 1996; that during those years W.R. Grace & Co. deducted
approximately $122,100 in interest attributable to corporate owned life insurance (“COLI”) policy loans; that
W.R. Grace & Co. has paid $21,200 of tax and interest related to COLI deductions taken in tax years prior to
1993; that a U.S. District Court ruling has denied interest deductions of a taxpayer in a similar situation. In
October 2004, W.R. Grace & Co. obtained bankruptcy court approval to settle its COLI claims with the
Service. In January 2005, W.R. Grace & Co., FMCH and Sealed Air Corporation executed a settlement
agreement with respect to the Service’s COLI-related claims and other tax claims. On April 14, 2005,
W.R. Grace & Co. paid the Service approximately $90 million in connection with taxes owed for the tax
periods 1993 to 1996 pursuant to a bankruptcy court order directing W.R. Grace & Co. to make such
payment. Subject to certain representations made by W.R. Grace & Co., the Company and Fresenius AG,
W.R. Grace & Co. and certain of its affiliates had agreed to indemnify the Company against this and other
pre-Merger and Merger-related tax liabilities.

Prior to and after the commencement of the Grace Chapter 11 Proceedings, class action complaints were
filed against W.R. Grace & Co. and FMCH by plaintiffs claiming to be creditors of W.R. Grace & Co.-
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FRESENIUS MEDICAL CARE AG

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)
(in thousands, except share and per share data)

Conn., and by the asbestos creditors’ committees on behalf of the W.R. Grace & Co. bankruptcy estate in the
Grace Chapter 11 Proceedings, alleging among other things that the Merger was a fraudulent conveyance,
violated the uniform fraudulent transfer act and constituted a conspiracy. All such cases have been stayed and
transferred to or are pending before the U.S. District Court as part of the Grace Chapter 11 Proceedings.

In 2003, the Company reached agreement with the asbestos creditors’ committees on behalf of the
W.R. Grace & Co. bankruptcy estate and W.R. Grace & Co. in the matters pending in the Grace Chapter 11
Proceedings for the settlement of all fraudulent conveyance and tax claims against it and other claims related
to the Company that arise out of the bankruptcy of W.R. Grace & Co. Under the terms of the settlement
agreement as amended (the “Settlement Agreement”), fraudulent conveyance and other claims raised on
behalf of asbestos claimants will be dismissed with prejudice and the Company will receive protection against
existing and potential future W.R. Grace & Co. related claims, including fraudulent conveyance and asbestos
claims, and indemnification against income tax claims related to the non-NMC members of the
W.R. Grace & Co. consolidated tax group upon confirmation of a W.R. Grace & Co. bankruptcy
reorganization plan that contains such provisions. Under the Settlement Agreement, the Company will pay a
total of $115,000 to the W.R. Grace & Co. bankruptcy estate, or as otherwise directed by the Court, upon plan
confirmation. No admission of liability has been or will be made. The Settlement Agreement has been
approved by the U.S. District Court. Subsequent to the Merger, W.R. Grace & Co. was involved in a multi-
step transaction involving Sealed Air Corporation (“Sealed Air”, formerly known as Grace Holding, Inc.).
The Company is engaged in litigation with Sealed Air to confirm its entitlement to indemnification from
Sealed Air for all losses and expenses incurred by the Company relating to pre-Merger tax liabilities and
Merger-related claims. Under the Settlement Agreement, upon confirmation of a plan that satisfies the
conditions of the Company’s payment obligation, this litigation will be dismissed with prejudice.

On April 4, 2003, FMCH filed a suit in the U.S. District Court for the Northern District of California,
Fresenius USA, Inc., et al., v. Baxter International Inc., et al., Case No. C 03-1431, seeking a declaratory
judgment that FMCH does not infringe on patents held by Baxter International Inc. and its subsidiaries and
affiliates (““Baxter”), that the patents are invalid, and that Baxter is without right or authority to threaten or
maintain suit against FMCH for alleged infringement of Baxter’s patents. In general, the alleged patents
concern touch screens, conductivity alarms, power failure data storage, and balance chambers for hemodialysis
machines. Baxter has filed counterclaims against FMCH seeking monetary damages and injunctive relief, and
alleging that FMCH willfully infringed on Baxter’s patents. FMCH believes its claims are meritorious,
although the ultimate outcome of any such proceedings cannot be predicted at this time and an adverse result
could have a material adverse effect on the Company’s business, financial condition, and results of operations.

Other Litigation and Potential Exposures

In April 2005, FMCH received a subpoena from the U.S. Department of Justice, Eastern District of
Missouri, in connection with a joint civil and criminal investigation. The subpoena requires production of a
broad range of documents relating to FMCH’s operations, with specific attention to documents related to
clinical quality programs, business development activities, medical director compensation and physician
relations, joint ventures and anemia management programs. We are cooperating with the government’s
requests for information. An adverse determination in this investigation could have a material adverse effect
on our business, financial condition and results of operations.

In October 2004, FMCH and its Spectra Renal Management subsidiary received subpoenas from the
U.S. Department of Justice, Eastern District of New York in connection with a civil and criminal
investigation, which requires production of a broad range of documents relating to FMCH’s operations, with
specific attention to documents relating to laboratory testing for parathyroid hormone (“PTH”) levels and
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FRESENIUS MEDICAL CARE AG

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)
(in thousands, except share and per share data)

vitamin D therapies. The Company is cooperating with the government’s requests for information. While the
Company believes that it has complied with applicable laws relating to PTH testing and use of vitamin D
therapies, an adverse determination in this investigation could have a material adverse effect on the
Company’s business, financial condition, and results of operations.

From time to time, the Company is a party to or may be threatened with other litigation, claims or
assessments arising in the ordinary course of its business. Management regularly analyzes current information
including, as applicable, the Company’s defenses and insurance coverage and, as necessary, provides accruals
for probable liabilities for the eventual disposition of these matters.

The Company, like other health care providers, conducts its operations under intense government
regulation and scrutiny. It must comply with regulations which relate to or govern the safety and efficacy of
medical products and supplies, the operation of manufacturing facilities, laboratories and dialysis clinics, and
environmental and occupational health and safety. The Company must also comply with the Anti-Kickback
Statute, the False Claims Act, the Stark Statute, and other federal and state fraud and abuse laws. Applicable
laws or regulations may be amended, or enforcement agencies or courts may make interpretations that differ
from the Company’s or the manner in which it conducts its business. Enforcement has become a high priority
for the federal government and some states. In addition, the provisions of the False Claims Act authorizing
payment of a portion of any recovery to the party bringing the suit encourage private plaintiffs to commence
“whistle blower” actions. By virtue of this regulatory environment, as well as our corporate integrity agreement
with the U.S. federal government, the Company’s business activities and practices are subject to extensive
review by regulatory authorities and private parties, and continuing audits, investigative demands, subpoenas,
other inquiries, claims and litigation relating to our compliance with applicable laws and regulations. The
Company may not always be aware that an inquiry or action has begun, particularly in the case of “whistle
blower” actions, which are initially filed under court seal.

The Company operates many facilities throughout the United States. In such a decentralized system, it is
often difficult to maintain the desired level of oversight and control over the thousands of individuals employed
by many affiliated companies. The Company relies upon its management structure, regulatory and legal
resources, and the effective operation of its compliance program to direct, manage and monitor the activities of
these employees. On occasion, the Company may identify instances where employees, deliberately or
inadvertently, have submitted inadequate or false billings. The actions of such persons may subject the
Company and its subsidiaries to liability under the Anti-Kickback Statute, the Stark Statute and the False
Claims Act, among other laws.

Physicians, hospitals and other participants in the health care industry are also subject to a large number
of lawsuits alleging professional negligence, malpractice, product liability, worker’s compensation or related
claims, many of which involve large claims and significant defense costs. The Company has been and is
currently subject to these suits due to the nature of its business and expects that those types of lawsuits may
continue. Although the Company maintains insurance at a level which it believes to be prudent, it cannot
assure that the coverage limits will be adequate or that insurance will cover all asserted claims. A successful
claim against the Company or any of its subsidiaries in excess of insurance coverage could have a material
adverse effect upon it and the results of its operations. Any claims, regardless of their merit or eventual
outcome, could have a material adverse effect on the Company’s reputation and business.

The Company has also had claims asserted against it and has had lawsuits filed against it relating to
businesses that it has acquired or divested. These claims and suits relate both to operation of the businesses
and to the acquisition and divestiture transactions. The Company has, when appropriate, asserted its own
claims, and claims for indemnification. A successful claim against the Company or any of its subsidiaries
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could have a material adverse effect upon it and the results of its operations. Any claims, regardless of their
merit or eventual outcome, could have a material adverse effect on the Company’s reputation and business.

Accrued Special Charge for Legal Matters

At December 31, 2001, the Company recorded a pre-tax special charge of $258,159 to reflect anticipated
expenses associated with the defense and resolution of pre-Merger tax claims, Merger-related claims, and
commercial insurer claims. The costs associated with the Settlement Agreement and settlements with insurers
have been charged against this accrual. While the Company believes that its remaining accruals reasonably
estimate its currently anticipated costs related to the continued defense and resolution of the remaining
matters, no assurances can be given that its actual costs incurred will not exceed the amount of this accrual.

7. Business Segment Information

The Company has identified three business segments, North America, International, and Asia Pacific,
which were determined based upon how the Company manages its businesses. All segments are primarily
engaged in providing dialysis services and manufacturing and distributing products and equipment for the
treatment of end-stage renal disease. Additionally, the North America segment engages in performing clinical
laboratory testing and providing perfusion, therapeutic apheresis and autotransfusion services. For manage-
ment responsibility purposes, the Company has transferred its Mexico operations from its International
segment to its North American segment beginning January 1, 2005 and reclassified the Mexico operations and
assets for the comparative interim period of the first quarter of 2004. The Company has aggregated the
International and Asia Pacific operating segments as “International”. The segments are aggregated due to
their similar economic characteristics. These characteristics include the same products sold, the same type
patient population, similar methods of distribution of products and services and similar economic
environments.

Management evaluates each segment using a measure that reflects all of the segment’s controllable
revenues and expenses. Management believes that the most appropriate measure in this regard is operating
income. In addition to operating income, management believes that earnings before interest, taxes, deprecia-
tion and amortization (EBITDA) is helpful for investors as a measurement of the segment’s and the
Company’s ability to generate cash and to service its financing obligations. EBITDA is also the basis for
determining compliance with certain covenants contained in the Company’s 2003 Senior Credit Agreement,
Euro Notes and indentures relating to the Company’s trust preferred securities. The information in the table
below reconciles EBITDA for each of our reporting segments to operating income, which the Company
considers to be the most directly comparable financial measure, calculated in accordance with U.S. GAAP.

EBITDA should not be construed as an alternative to net earnings determined in accordance with
generally accepted accounting principles or to cash flow from operations, investing activities or financing
activities or as a measure of cash flows.
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Information pertaining to the Company’s business segments for the three-month periods ended
March 31, 2005 and 2004 is set forth below:

North
America International Corporate Total
Three months ended March 31, 2005
Net revenue external customers .... $1,088,185 $ 520,818 $ - $1,609,003
Inter-segment revenue ............ 230 12,185 (12,415) -
Total net revenue ................ 1,088,415 533,003 (12,415) 1,609,003
EBITDA ....................... 180,070 107,578 (7,954) 279,694
Depreciation and amortization. . . ... (33,785) (25,428) (498) (59,711)
Operating income (EBIT)......... 146,285 82,150 (8,452) 219,983
Segment assets .................. 5,541,167 2,308,148 44,309 7,893,624
Capital expenditures and
acquisitions(1) ................ 38,420 27,063 29 65,512
Three months ended March 31, 2004
Net revenue external customers .... $1,002,601 $ 456,455 $ - $1,459,056
Inter-segment revenue ............ 186 9,196 (9,382) -
Total net revenue ................ 1,002,787 465,651 (9,382) 1,459,056
EBITDA ....................... 167,164 95,993 (8,127) 255,030
Depreciation and amortization. . . . .. (31,407) (24,922) (513) (56,842)
Operating income (EBIT)......... 135,757 71,071 (8,640) 198,188
Segment assets .................. 5,526,930 2,128,158 53,552 7,708,640
Capital expenditures and
acquisitions(2) ................ 48,431 36,581 154 85,166

(1) International acquisitions exclude $687 of non-cash acquisitions in 2005
(2) International acquisitions exclude $4,954 of non-cash acquisitions in 2004
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Three Months Ended

March 31,
2005 2004
Reconciliation of Measures to Consolidated Totals
Total EBITDA of reporting segments . ..............c.oouvenn.... $287,648 $263,157
Total depreciation and amortization ............................ (59,711) (56,842)
Corporate EXPENSES . ..o v vttt et e (7,954) (8,127)
INterest EXPense . ..o vv it (44,532) (49,577)
Interest INCOME. . . ..ottt e e e 2,245 2,874
Total income before income taxes and minority interest............ $177,696 $151,485
Total operating income of reporting segments .................... 228,435 206,828
Corporate EXPENSES . .. v v v vttt e (8,452) (8,640)
Interest eXpense . ... ....vt it (44,532) (49,577)
Interest INCOME. . ...ttt 2,245 2,874
Total income before income taxes and minority interest............ $177,696 $151,485

8. Supplementary Cash Flow Information

The following additional information is provided with respect to the consolidated statements of cash
flows:

Three Months Ended

March 31,
2005 2004

Supplementary cash flow information:

Cash paid for interest .......... ... iiiini i $51,344 $49,256

Cash paid for income taxes. ............ccuiiniiiineiiieinan. $68,053 $25,400
Supplemental disclosures of cash flow information:

Details for acquisitions:

ASSEts aCqUITEd. . .ottt e $17,946 $51,111

Liabilities assumed. . ... .. ... . 70 3,735

MINOTIHES . .ttt ettt et e e e e e e e et e (5,017) -

Notes assumed in connection with acquisition . ...................... 687 4,954

Cash paid ... ... 22,206 42,422

Less cash acquired . ... ... .. ... 218 21

Net cash paid for acquisitions ............ ... oo, $21,988 $42,401

9. Subsequent Events

On May 4th, 2005, we entered into a definitive merger agreement for the acquisition of Renal Care Group,
Inc. (“RCG”) for an all cash purchase price of approximately $3.5 billion. At December 31, 2004, RCG
provided dialysis and ancillary services to over 29,700 patients through 418 outpatient dialysis centers in
33 states, in addition to providing acute dialysis services to more than 200 hospitals. Completion of the
acquisition is subject to governmental approvals (including termination or expiration of the waiting period under
the Hart-Scott Rodino Antitrust Improvements Act of 1976, as amended), third-party consents, and approval by
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RCG’s stockholders. We expect to complete the acquisition during the second half of 2005 but we cannot offer
any assurance that the acquisition will be completed during this time or that it will be completed at all.

To finance the proposed acquisition, we have received a commitment for $5.0 billion in senior credit
facilities to be underwritten by Bank of America, N.A. (“BofA”) and Deutsche Bank AG New York Branch
(“DB”). Loans under the senior credit facilities will be available to us, among other things, to pay the
purchase price and related expenses for the acquisition of RCG, to refinance the outstanding indebtedness
under our existing senior credit facilities and certain indebtedness of RCG, and for working capital purposes.
The senior credit facilities will consist of a 5-year $1.0 billion revolving credit facility, a 5-year $1.5 billion
term loan A facility, and a 7-year $2.5 billion term loan B facility. Interest on the senior credit facilities will be
at the option of the borrowers at a rate equal to either (i) LIBOR plus an applicable margin, or (ii) the higher
of BofA’s prime rate or the Federal Funds rate plus 0.5% plus the applicable margin. The applicable margin is
variable and depends on the consolidated leverage ratio of the borrowers.

The senior credit facilities will be guaranteed by the Company and FMCH and certain of their respective
subsidiaries and secured by pledges of the stock of certain of the Company’s material subsidiaries. The
borrowers and guarantors under the senior credit facilities will provide liens on substantially all of their
personal property and material real property if the non-credit enhanced senior secured debt rating of the
borrowers falls below a certain level and if a grant of security interests is determined appropriate by a cost-
benefit analysis. The closing of the senior credit facilities will be subject, among other things, to the
negotiation and execution of definitive documents, the non-occurrence of a material adverse effect in relation
to RCG, DB and BofA’s approval of the merger agreement and other agreements relating to the acquisition,
and the refinancing of the indebtedness under our existing senior credit facility and certain indebtedness of
RCG.

On May 4th, 2005, the Company announced that it would submit to shareholders a proposal to change
the Company’s legal form from an AG, which is a German stock corporation, to a KGaA, which is a German
partnership limited by shares. The Company as a KGaA will be the same legal entity under German law,
rather than a successor to the stock corporation. Fresenius Medical Care Management AG, a subsidiary of
Fresenius AG, will be the general partner of the Company.

The Company also announced that it will offer its preference shareholders the opportunity to convert their
preference shares into ordinary shares on a one-to-one basis pursuant to a conversion offer to be conducted
after the shareholder meetings. The right to convert preference shares into ordinary shares will be available
only during a specific period. The details of the conversion process will be determined by the management
board with the approval of the supervisory board, and announced with the conversion period. Preference
shareholders who decide to convert their shares will be required to pay a premium and will lose their
preferential dividend rights.

The transformation of legal form and the conversion are subject to approval by the Company’s ordinary
shareholders, and the conversion is also subject to approval by a separate vote of the Company’s preference
shareholders. The transformation and a conversion offer will be submitted to the Company’s shareholders
pursuant to separate registration statements under the U.S. Securities Act of 1933, as amended.

10. Supplemental Condensed Combining Information

FMC Trust Finance S.a.r.l. Luxembourg and FMC Trust Finance S.a.r.l. Luxembourg-11I, each of
which is a wholly-owned subsidiary of the Company, are the obligors on senior subordinated debt securities
which are fully and unconditionally guaranteed, jointly and severally, on a senior subordinated basis, by the
Company and by Fresenius Medical Care Deutschland GmbH (“D-GmbH”), a wholly-owned subsidiary of
the Company, and by FMCH, a substantially wholly-owned subsidiary of the Company (D-GmbH and
FMCH being “Guarantor Subsidiaries”’). In December 2004, the Company assumed the obligations of its
wholly owned subsidiaries as the issuer of senior subordinated indebtedness held by Fresenius Medical Care
Capital Trust IIT and Fresenius Medical Care Capital Trust V, respectively. The following combining financial
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information for the Company is as of March 31, 2005 and December 31, 2004 and for the three-months ended
March 31, 2005 and 2004, segregated between the Company, D-GmbH, FMCH and each of the Company’s
other businesses (the “Non-Guarantor Subsidiaries”). For purposes of the condensed combining information,
the Company and the Guarantor Subsidiaries carry their investments under the equity method. Other
(income) expense includes income (loss) related to investments in consolidated subsidiaries recorded under
the equity method for purposes of the condensed combining information. In addition, other (income) expense
includes income and losses from profit and loss transfer agreements as well as dividends received. Separate
financial statements and other disclosures concerning D-GmbH and FMCH are not presented herein because
management believes that they are not material to investors.

For the Three Months Period Ended March 31, 2005

Guarantor Subsidiaries  Non_Guarantor  Combining ~ Combined
FMS D-GmbH FMCH Subsidiaries ~ Adjustment Total

NEt TEVENUE . . . oottt e e e e e e e $ - $257,680 $ - $1,656,037  $(304,714) $ 1,609,003
Costof revenue. ............iiiiiiiiiinna... - 161,905 - 1,210,377 (302,248) 1,070,034

Gross Profit ... ... - 95,775 - 445,660 (2,466) 538,969
Operating expenses:

Selling, general and administrative . .............. 17,664 25,658 - 232,158 30,258 305,738

Research and development ..................... - 9,841 - 3,407 13,248
Operating (loss) income ......................... (17,664) 60,276 - 210,095 (32,724) 219,983
Other (income) expense:

Interest, net......covvitine i 8,219 3,891 12,657 26,117 (8,597) 42,287

Other,net ... i (142,642) 36,327 (72,197) - 178,512 -
Income before income taxes and minority interest. . . . 116,759 20,058 59,540 183,978 (202,639) 177,696

Income tax expense (benefit) ................... 9,288 19,324 (5,063) 58,262 (12,168) 69,643
Income (loss) before minority interest ............. 107,471 734 64,603 125,716 (190,471) 108,053
Minority interest . .. ...ttt - - - - 582 582
Net income (10SS) ...t $ 107,471 $ 734 $ 64,603 $ 125716  $(191,053) $ 107,471

For the Three Months Period Ended March 31, 2004

Guarantor Subsidiaries  Nop.Guarantor  Combining  Combined
FMS D-GmbH FMCH Subsidiaries Adjustment Total

Net IeVenUe. . ..ot $ - $227,666 $ - $1,499,585 $(268,195) $1,459,056
Cost of TEVENUE . .. ...t - 148,025 - 1,096,648 (267,575) 977,098

Gross profit . ...t - 79,641 - 402,937 (620) 481,958
Operating expenses:

Selling, general and administrative . ............... 6,188 35,830 - 228,754 697 271,469

Research and development ...................... 592 8,375 - 3,334 - 12,301
Operating (loss) income .......................... (6,780) 35,436 - 170,849 (1,317) 198,188
Other (income) expense:

Interest, net........ ... i 6,928 3,710 15,738 26,867 (6,540) 46,703

Other, net ... (112,843) 19,403  (64,243) - 157,683 -
Income before income taxes and minority interest. . . .. 99,135 12,323 48,505 143,982 (152,460) 151,485

Income tax expense (benefit) .................... 8,026 10,726 (6,295) 53,379 (6,139) 59,697
Income (loss) before minority interest .............. 91,109 1,597 54,800 90,603 (146,321) 91,788
Minority interest . .......ovviiiii - - - - 679 679
Net income (10SS) .....vieiiiiii e $ 91,109 $ 1,597 $ 54,800 $ 90,603 $(147,000) $ 91,109
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Current assets:

Cash and cash equivalents . . ...

Trade accounts receivable, less
allowance for doubtful
accounts . ...

Accounts receivable from
related parties .............

Inventories . .................

Prepaid expenses and other
current assets..............

Deferred taxes ...............

Total current assets. . . ..
Property, plant and equipment, net
Intangible assets ...............
Goodwill......................
Deferred taxes .................
Otherassets...................

Total assets .................

Current liabilities:
Accounts payable ............
Accounts payable to related
parties. ...................
Accrued expenses and other
current liabilities . ..........
Short-term borrowings . .......
Short-term borrowings from
related parties .............
Current portion of long-term
debt and capital............
lease obligations
Income tax payable...........
Deferred taxes .. .............

Total current liabilities . . . . ..
Long term debt and capital lease
obligations, less current portion
Long term borrowings from
related parties ...............
Other liabilities ................
Pension liabilities
Deferred taxes . ................
Company obligated mandatorily
redeemable preferred securities
of subsidiary Fresenius Medical
Care Capital Trusts holding
solely Company guaranteed
debentures of subsidiary.......
Minority interest ...............

Total liabilities
Shareholders’ equity: ...........

Total liabilities and
shareholders’” equity ........

FRESENIUS MEDICAL CARE AG

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)
(in thousands, except share and per share data)

At March 31, 2005

Guarantor Subsidiaries

Non-Guarantor Combining Combined

FMS D-GmbH FMCH Subsidiaries Adjustment Total
$ 4 8 $ - $ 49,719 $ 1,093 $ 50816
- 112,382 - 1,346,860 - 1,459,242
745,466 345,921 214,087 1,789,872 (3,028,122) 67,224
- 129,681 - 380,738 (58,816) 451,603
1,156 17,769 130 218,310 265 237,630
- — 183,238 17,980 201,218
746,626 605,753 214,217 3,968,738 (3,067,600) 2,467,733
216 93,208 - 1,096,131 (36,948) 1,152,607
286 16,200 - 579,913 - 596,399
- 3,547 - 3,438,987 - 3,442,534
2,398 - 26,186 9,181 37,765
4,999,212 876,220 3,632,909 39,555 (9,351,310) 196,586
$5,748,739 $1,594,928 $3,847,126 $9,149,509 $(12,446,677) $7,893,624
$ 533 $§ 25097 $ $ 173,854 $ - $ 199,484
1,624,480 361,877 852,262 1,295,845 (4,001,347) 133,117
4919 93,658 1,008 640,291 (4,569) 735,307
37 72 - 325,650 - 325,759
- - - 5,617 - 5,617

732 682

50,000 190,924 - 240,924
117,679 930 - 90,682 648 209,939
- 4,293 - 34,902 (22,242) 16,953
1,748,381 486,609 903,270 2,757,765 (4,027,510) 1,867,100
247,895 1,354 647,229 500,610 (870,423) 526,665
4,088 - - 0 (4,088) -
26,706 5,678 - 75,117 12,550 120,051
1,040 60,060 - 53,917 (8,866) 106,151
5,270 2,603 - 256,759 31,192 295,824
- - - 1,244,356 - 1,244,356
- - 7,412 10,706 18,118
2,033,379 556,304 1,557,911 4,888,524 (4,856,439) 4,178,265
3,715,359 1,038,624 2,289,215 4,262,399 (7,590,238) 3,715,359
$5,748,739  $1,594,928 $3,847,126 $9,150,923 $(12,446,677) $7,893,624
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Current assets:
Cash and cash equivalents .................
Trade accounts receivable, less allowance for
doubtful accounts
Accounts receivable from related parties
Inventories .......... ...,

Prepaid expenses and other current assets . . ..
Deferred taxes ...,

Total current assets .. ...................
Property, plant and equipment, net............
Intangible assets
Goodwill . ...
Deferred taxes ...
Otherassets .............ooiiiiiiiinon..

Total assets

Current liabilities:
Accounts payable
Accounts payable to related parties..........
Accrued expenses and other current liabilities
Short-term borrowings

Short-term borrowings from related parties . . .
Current portion of long-term debt and capital
lease obligations. .......................
Income tax payable.......................
Deferred taxes . ...,

Total current liabilities ..................
Long term debt and capital lease obligations,
less current portion
Long term borrowings from related parties
Other liabilities
Pension liabilities...........................

Deferred taxes .......... ...

Company obligated mandatorily redeemable
preferred securities of subsidiary Fresenius
Medical Care Capital Trusts holding solely
Company guaranteed debentures of
subsidiaries . ........... . il

At December 31, 2004

Guarantor Subsidiaries

Non-Guarantor ~ Combining ~ Combined

FMS D-GmbH FMCH Subsidiaries Adjustment Total
$ 2152 § 35 8% - $ 56,779 $ - $ 58,966
- 110,204 - 1,353,422 (779) 1,462,847
763,089 325,731 213,337 1,792,810 (3,043,207) 51,760
- 125,952 - 374,560 (57,593) 442,919
7,347 12,254 22 224,071 399 244,093
- - 166,970 18,415 185,385
772,588 574,176 213,359 3,968,612 (3,082,765) 2,445,970
227 100,496 - 1,121,290 (40,086) 1,181,927
333 16,384 - 585,331 - 602,048
- 3,726 - 3,441,426 - 3,445,152
- - 32,613 25,510 58,123
4,990,303 925,105 3,520,453 522,915 (9,730,455) 228,321
$5,763,451 $1,619,887 $3,733,812 $9,672,187 $(12,827,796) $7,961,541
$ 205 $ 16,374 $ - $ 175,973 $ - $ 192,552
1,682,729 359,869 842,204 1,290,323 (4,061,681) 113,444
15,800 79,530 541 652,379 (7,175) 741,075
38 - - 419,110 - 419,148
- - - 5,766 - 5,766
770 1,145 25,000 203,264 - 230,179
127,331 - - 102,551 648 230,530
990 4,178 - 35,962 (35,971) 5,159
1,827,863 461,096 867,745 2,885,328 (4,104,179) 1,937,853
248,427 - 650,029 507,847 (860,733) 545,570
4,295 - - - (4,295) -
41,111 5,834 - 93,839 15,338 156,122
1,049 60,084 - 58,333 (11,341) 108,125
5,890 2,376 - 239,162 34,833 282,261
- - - 1,278,760 - 1,278,760
- - 7,412 - 10,622 18,034
2,128,635 529,390 1,525,186 5,063,269 (4,919,755) 4,326,725
3,634,816 1,090,497 2,208,626 4,608,918 (7,908,041) 3,634,816
$5,763,451 $1,619,887 $3,733,812 $9,672,187 $(12,827,796) $7,961,541
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Operating Activities:
Net income (10sS) .. ...
Adjustments to reconcile net income to cash and
cash equivalents provided by (used in) operating
activities:

Equity affiliate income ............. ... ... . ...,
Depreciation and amortization . ..............
Change in deferred taxes, net ...............
(Gain) loss on sale of fixed assets............
Compensation expense related to stock options
Cash (outflow) inflow from hedging..........

Changes in assets and liabilities, net of amounts

from ...
businesses acquired:
Trade accounts receivable, net...............
Inventories ........... ...
Prepaid expenses and other current and non-
CUTTENt ASSELS ..ot v vttt
Accounts receivable from/payable to related
PArties ...
Accounts payable, accrued expenses and other
current and non-current liabilities ..........
Income tax payable ........................

Net cash provided by (used in) operating
activities . ...

Investing Activities:
Purchases of property, plant and equipment. .......
Proceeds from sale of property, plant and equipment
Disbursement of loans to related parties...........
Acquisitions and investments, net of cash acquired. .

Net cash (used in) provided by investing

ACHIVITIES « o\ttt
Financing Activities:

Short-term borrowings, net......................
Long-term debt and capital lease obligations, net . ..

Decrease of accounts receivable securitization
PIOZIAIM. « .\ttt ettt ettt
Proceeds from exercise of stock options ...........
Dividends paid . ........... .. i
Capital Increase of Non-Guarantor-Subsidiaries . . . .
Change in minority interest .....................

Net cash provided by (used in) financing
activities ........... o o i i

Effect of exchange rate changes on cash and cash
equivalents . ......... ..

Cash and Cash Equivalents:
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of period . . ...

Cash and cash equivalents at end of period ..........

For the Three Months Period Ended March 31, 2005

Guarantor Subsidiaries

Non-Guarantor ~ Combining ~ Combined

FMS D-GmbH FMCH Subsidiaries ~ Adjustment Total
$107,471 734§ 64,603 $125,716 $(191,053) $107,471
(79,973) - (72,197) - 152,170 -
498 7,386 - 55,550 (3,723) 59,711
(3,717) 665 - 15,842 5,752 18,542
- (55) - 25 - (30)

424 - - - - 424

- (469) - 469 - -
- (7,576) (10,937) (18,513)
- (9,913) - (9,115) 3,230 (15,798)
12,366 (2,562) 742 (50,520) 17,115 (22,859)
(20,034)  (16,717) 9,309 29,517 485 2,560
(720) 30,783 467 (23,316) 13,106 20,320
(3,549) 940 (5,063) (5,681) - (13,353)
12,766 3,216 (2,139) 127,550 (2,918) 138,475
(30) (3,340) - (42,088) 1,934 (43,524)

- 396 - 3,083 - 3,479
(4,910) 33 (19,931) - 24,808 -
(13,839) - - (21,908) 13,759 (21,988)
(18,779) (2,911)  (19,931) (60,913) 40,501 (62,033)
- 76 - (20,168) - (20,092)
(371) (412) 22,200 6,328 (24,808) 2,937
_ - - (70,765) - (70,765)
4,317 - - - - 4,317
- - - 234 (234) -

- - - 13,760 (13,760) -

- - (130) - 582 452
3,946 (336) 22,070 (70,611) (38,220)  (83,151)
@81 ) - (1,993) 637 (1,441)
(2,148) (35) - (5,967) - (8,150)
2,152 35 - 56,779 - 58,966
$ 4 - 3 - $ 50,812 $ - $ 50816
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Operating Activities:

Net income (10SS) .. ..o i

Adjustments to reconcile net income to cash and cash
equivalents provided by (used in) operating activities:

Equity affiliate income ........... ... ... .. .. ...
Depreciation and amortization. ........................
Change in deferred taxes, net .........................
(Gain) loss on sale of fixed assets .....................
Compensation expense related to stock options...........
Cash Inflow from hedging ............................

Changes in assets and liabilities, net of amounts from
businesses acquired:

Trade accounts receivable, net.........................
Inventories .. ... ... o
Prepaid expenses and other current and non-current assets

Accounts receivable from/payable to related parties ... ...

Accounts payable, accrued expenses and other current and
non-current liabilities ........ ... ... ... . o .

Income tax payable............ .. ... i
Net cash provided by (used in) operating activities . . . ..

Investing Activities:
Purchases of property, plant and equipment ...............
Proceeds from sale of property, plant and equipment........
Disbursement of loans to related parties ..................
Acquisitions and investments, net of cash acquired .........
Net cash provided by (used in) investing activities .. ...
Financing Activities:
Short-term borrowings, net .................cooiuneenn...
Long-term debt and capital lease obligations, net...........
Decrease of accounts receivable securitization program . .. ...
Proceeds from exercise of stock options . ..................
Dividends paid . ......... .. o
Redemption of Series D Trust Preferred Stock of subsidiary
Capital Increase of Non-Guarantor-Subsidiaries............
Change in minority interest ................ ... .........

Net cash (used in) provided by financing activities . . ...
Effect of exchange rate changes on cash and cash equivalents . .

Cash and Cash Equivalents:
Net increase (decrease) in cash and cash equivalents .........
Cash and cash equivalents at beginning of period.............

Cash and cash equivalents at end of period..................

For the Three Months Period Ended March 31, 2004

Guarantor Subsidiaries

Non-Guarantor ~ Combining Combined
FMS D-GmbH FMCH Subsidiaries Adjustment Total
$ 91,109 $ 1,597 $ 54,800 $ 90,603 $(147,000) $ 91,109
(66,696) — (64,243) - 130,939 -
513 6,262 - 52,948 (2,881) 56,842
97 (189) - 1,484 5,752 7,144
- (170) - 133 - (37)
376 - - - - 376
- - - 4,422 - 4,422
- (4,181) - (4,611) - (8,792)
- (8,318) - 2,989 1,886 (3,443)
(3,406) (613) 913 3,111 750 755
(11,985) 9,784 9,308 (13,201) 2,703 (3,391)
982 415 (1,595) 1,326 872 2,000
(6,429) - (6,295) 37,061 - 24,337
4,561 4,587 (7,112) 176,265 (6,979) 171,322
(154) (4,870) - (40,030) 2,289 (42,765)
- 478 - 1,373 - 1,851
20,527 - 21,742 (623,757) 581,488 -
(27,739) - - (41,860) 27,198 (42,401)
(7,366) (4,392) 21,742 (704,274) 610,975 (83,315)
(25) - - 60,080 - 60,055
(550) (333)  (14,500) 572,863 (581,488)  (24,008)
- - - (112,998) - (112,998)
423 - - - - 423
- - - (5,007) 5,007 -
- - - 27,200 (27,200) -
- - (130) (725) 679 (176)
(152) (333) (14,630) 541,413 (603,002) (76,704)
2,956 (6) - (4,226) (994) (2,270)
(1) (144) 0 9,178 0 9,033
3 300 - 48,124 - 48,427
$ 2 $ 156 $ 0 $ 57,302 $ 0 $ 57,460
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The Company

Fresenius Medical Care AG (“FMS” or the “Company”), a German stock corporation (Aktiengesell-
schaft), is the world’s largest integrated provider of kidney dialysis services and manufacturer and distributor
of products and equipment for the treatment of end-stage renal disease. In the United States, the Company
also performs clinical laboratory testing and provides perfusion, therapeutic apheresis and autotransfusion
services.

You should read the following discussion and analysis of the results of operations of the Company in
conjunction with our unaudited consolidated financial statements and related notes contained elsewhere in this
report. Some of the statements contained below, including those concerning future revenue, costs and capital
expenditures and possible changes in our industry and competitive and financial conditions include forward-
looking statements. Because such statements involve risks and uncertainties, actual results may differ
materially from the results which the forward looking statements express or imply.

Financial Condition and Results of Operations

This report contains forward-looking statements within the meaning of section 27A of the Securities Act
of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, which are based
upon our current expectations, assumptions, estimates and projections about us and our industry that address,
among other things:

e our business development, operating development and financial condition;
e our expectations of growth in the patient population regarding renal dialysis products and services;
e our ability to remain competitive in the markets for our products and services;

« the effects of regulatory developments, legal and tax proceedings and any resolution of government
investigations into our business;

e changes in government reimbursement policies and those of private payors;
 changes in pharmaceutical administration patterns or reimbursement policies;
 our ability to develop and maintain additional sources of financing; and

» other statements of our expectations, beliefs, future plans and strategies, anticipated development and
other matters that are not historical facts.

LR T3 LR T3 LEENT3 LR T3

When used in this report, the words “expects”, “anticipates”, “intends”, “plans”, “believes”, “seeks”,
“estimates” and similar expressions are generally intended to identify forward-looking statements. Although
we believe that the expectations reflected in such forward-looking statements are reasonable, forward-looking
statements are inherently subject to risks and uncertainties, many of which cannot be predicted with accuracy
and some of which might not even be anticipated. Future events and actual results, financial and otherwise,
could differ materially from those set forth in or contemplated by the forward-looking statements contained in
this report. Important factors that could contribute to such differences are noted in the risk factors section of
our Annual Report on Form 20-F, and in this report in Part I, Item 2 Management’s Discussion and Analysis
of Financial Condition and Results of Operations and Part II, Item 1, Legal Proceedings. These risks and
uncertainties include: general economic, currency exchange and other market conditions, litigation and
regulatory compliance risks, changes in government reimbursement for our dialysis care and pharmaceuticals,
the investigations by the Department of Justice, Eastern District of New York, and the Department of Justice,
Eastern District of Missouri, and changes to pharmaceutical utilization patterns.
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This report should be read in conjunction with our disclosures and discussions contained in our Annual
Report on Form 20-F for the year ended December 31, 2004.

Our business is also subject to other risks and uncertainties that we describe from time to time in our
public filings. Developments in any of these areas could cause our results to differ materially from the results
that we or others have projected or may project.

Overview

We are engaged primarily in providing dialysis services and manufacturing and distributing products and
equipment for the treatment of end-stage renal disease. In the United States, we also perform clinical
laboratory testing and provide perfusion autotransfusion, and therapeutic apheresis services. Perfusion
maintains human heart and lung function during cardiovascular surgery. Autotransfusion is used during
surgery to collect, filter and reinfuse a patient’s own blood as an alternative to using donor blood. Therapeutic
apheresis is the process of separating or removing illness-causing substances from patient’s blood or blood
plasma. Dialysis is a lifesaving treatment for irreversible, lifelong end stage renal disease, and necessitates
multiple treatments per week for the remainder of a patient’s life. We estimate that providing dialysis services
and the distribution of dialysis products and equipment represents an over $40 billion worldwide market with
expected annual patient growth of 6%. Patient growth results from factors such as the aging population;
increasing incidence of diabetes and hypertension, which frequently precede the onset of ESRD; improve-
ments in treatment quality, which prolong patient life; and improving standards of living in developing
countries, which make life saving dialysis treatment available. Key to continued growth in revenue is our
ability to attract new patients in order to increase the number of treatments performed each year. For that
reason, we believe the number of treatments performed each year is a strong indicator of continued revenue
growth and success. In addition, the reimbursement and ancillary utilization environment significantly
influence our business. In the past we experienced and also expect in the future generally stable reimburse-
ment levels for dialysis services. This includes the balancing of unfavorable reimbursement changes in certain
countries with favorable changes in other countries. The majority of treatments are paid for by governmental
institutions such as Medicare in the United States. As a consequence of the pressure to decrease health care
costs, reimbursement rate increases have been limited. Our ability to influence the pricing of our services is
limited. Profitability depends on our ability to manage rising labor, drug and supply costs.

On December 8, 2003, the Medicare Prescription Drug, Modernization and Improvement Act of 2003
was enacted (the “Medicare Modernization Act”). This law made several significant changes to
U.S. government payment for dialysis services and pharmaceuticals. First, it increased the composite rate for
renal dialysis facilities by 1.6% on January 1, 2005. Second, effective January 1, 2005, payments for ten
separately billable dialysis-related medications will be based on average acquisition cost (as determined by the
Office of the Inspector General (“OIG”) and updated by the Centers for Medicare and Medicaid Services of
the U.S. Department of Health and Human Services (“CMS”), and payments for the remaining separately
billable dialysis-related medications will be based on average sales price (“ASP”’) plus 6% (ASP is defined in
the law as a manufacturer’s ASP to all purchasers in a calendar quarter per unit of each drug and biological
sold in that same calendar quarter, excluding sales exempt from best price and nominal price sales and
including all discounts, chargebacks and rebates). Third, the difference between the determined acquisition
cost-based reimbursement and what would have been received under the current average wholesale price-
based (“AWP-based”) reimbursement methodology will be added to the composite rate. This add-back
amount has been determined to be 8.7% of the composite rate and will be subject to an annual update based
on the growth in drug spending. Fourth, effective April 1, 2005, providers will receive higher composite rate
payments for certain patients based on their age, body mass index and body surface area. Fifth, beginning in

22



PART 1
FINANCIAL INFORMATION
ITEM 2
Management’s Discussion and Analysis of Financial Condition and Results of Operations
For the three months ended March 31, 2005 and 2004 — (Continued)

2006, the Secretary of the Department of Health and Human Services (the “Secretary”) is authorized to set
payment for all separately billed drugs and biologicals at either acquisition cost or average sales price. Lastly,
the Secretary is required to establish a three-year demonstration project to test the use of a fully case-mix
adjusted payment system for ESRD services, beginning January 1, 2006. Under this project, separately
billable drugs and biologicals and related clinical laboratory tests would be bundled into the facility composite
rate. Participating facilities would receive an additional 1.6% composite rate increase. We expect that the final
regulations will have a non-material negative impact on our revenue from Medicare.

In July 2004, CMS proposed certain changes with respect to its EPO reimbursement and utilization
guidelines. Its proposal reflects the agency’s conclusion that the appropriate utilization of EPO should be
monitored by considering both the patient’s hemoglobin/hematocrit level and the dosage. Specifically, it
proposed a pre-payment claims review process in which claims for EPO with hemoglobin levels below 13 (or
hematocrit of 39) would not be targeted for review, but claims for EPO with hemoglobin levels above 13
would be reviewed based on the hemoglobin value and related EPO doses, and with payment limited to a fixed
amount of EPO unless there is medical justification for the hemoglobin levels. The comment period on this
policy draft was extended and ended on October 7, 2004. CMS has not yet finalized the new guidelines.
Administration of EPO accounted for approximately 23% of dialysis care revenue in our North America
segment in 2004. If the proposed revision to CMS’s EPO reimbursement/utilization guidelines are adopted,
this could have an adverse impact on our operating results.

Our operations are organized geographically and accordingly we have identified three operating segments,
North America, International, and Asia Pacific. For management purposes, the Company reclassified its
Mexico operations from its International segment to its North American segment beginning January 1, 2005
and reclassified the operations and assets for the comparative interim period of the first quarter of 2004. For
reporting purposes, we have aggregated the International and Asia Pacific segments as “International”. We
aggregated these segments due to their similar economic characteristics. These characteristics include same
services provided and same products sold, same type patient population, similar methods of distribution of
products and services and similar economic environments. Our management board members responsible for
the profitability and cash flow of each segment’s various businesses supervises the management of each
operating segment. The accounting policies of the operating segments are the same as those we apply in
preparing our consolidated financial statements under accounting principles generally accepted in the United
States (“U.S. GAAP”). Our management evaluates each segment using a measure that reflects all of the
segment’s controllable revenues and expenses.

Our management believes the most appropriate measure in this regard is operating income, referred to in
previous filings as earnings before interest and taxes, or EBIT, which measures our source of earnings.
Financing is a corporate function which segments do not control. Therefore, we do not include interest expense
relating to financing as a segment measurement. We also regard income taxes to be outside the segments’
control. In addition to operating income, our management also believes that earnings before interest, taxes,
depreciation and amortization, or EBITDA, is helpful for investors as a measurement of our segments’ ability
to generate cash and to service our financing obligations. EBITDA is also the basis for determining
compliance with certain covenants contained in our senior credit agreement, our Euro Notes and the
indentures relating to our outstanding trust preferred securities. You should not consider segment EBITDA to
be an alternative to net earnings determined in accordance with U.S. GAAP or to cash flow from operations,
investing activities or financing activities. We believe that operating income is the GAAP financial measure
most directly comparable to our computation of EBITDA by segment, and the information in the table below
under “Results of Operations” reconciles EBITDA for each of our reporting segments to operating income
calculated in accordance with U.S. GAAP.
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Results of Operations

The following table summarizes our financial performance and certain operating results by principal
business segment for the periods indicated. Inter-segment sales primarily reflect sales of medical equipment
and supplies from the International segment to the North America segment. We prepared the information
using a management approach, consistent with the basis and manner in which our management internally
disaggregates financial information to assist in making internal operating decisions and evaluating manage-
ment performance.

For the Three Months
Ended March 31,
2005 2004

(Unaudited)
(In millions)

Total revenue

North AMETiCa . . ..ottt e $1,088 $1,003
International . . ... ... . 533 465
Totals. ... 1,621 1,468
Inter-segment revenue
NoOrth AMEriCa . . .ottt e e e e - -
International .. ... .. ... . . .. 12 9
TotalS. . ot 12 9
Total net revenue
North AMEriCa . . ..ottt e e e e 1,088 1,003
International .. ... ... . . 521 456
TotalS. . ot 1,609 1,459
EBITDA
North America. ... ..o e 180 167
International . . ... .. . 108 96
COTPOTALE . . ettt ettt e e e e e (8) (8)
Totals. ... 280 255
Amortization and depreciation
NoOrth AMEriCa . . ..ottt e e e e e 34 31
International . ... ... ... ... ... . 26 25
COrporate . ..ottt - 1
Totals. ..o 60 57
Operating income (EBIT)
NoOrth AMEriCa . . ..ottt e e e e e 146 136
International .. ... .. ... . . .. 82 71
COTPOTALe . vttt et e (8) 9)
Totals. . oo 220 198
Interest INCOME. . . . ..ottt e e e e e 2 3
INErest EXPENSE . .\ vttt (44) (50)
INCOME taX EXPENSE . . . vt vttt ettt e (70) (59)
MINOTity INETESt. . . o vttt et e e e e e (1) (1)
Net INCOME . oot $ 107 $ 91
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Three months ended March 31, 2005 compared to three months ended March 31, 2004

Key Indicators for Consolidated Financial Statements

Three Months Three Months Change in %
Ended Ended At Constant
March 31, 2005 March 31, 2004 As Reported Exchange Rates
Number of treatments............ 4,716,000 4,570,000 3%
Same store treatment growth in % 4.4% 3.6%
Revenue in $ million............. 1,609 1,459 10% 9%
Gross profit in % of revenue. ... ... 33.5% 33.0%
Selling, general and administrative
costs in % of revenue .......... 19.0% 18.6%
Net income in $ million .......... 107 91 18%

Net revenue increased for the quarter ended March 31, 2005 over the comparable period in 2004 due to
growth in revenue in both dialysis care and dialysis products.

Dialysis care revenue grew by 10% to $1,162 million (9% at constant exchange rates) in the first quarter
of 2005 mainly due to the growth in same store treatments combined with acquisitions, increased revenue per
treatment and the implementation of FIN 46R partially offset by one less dialysis treatment day. Dialysis
product revenue increased by 11% to $447 million (7% at constant exchange rates) in the same period.

The increase in gross profit margin is primarily a result of higher treatment rates in North America and
growth in regions which have higher gross margins partially offset by one less dialysis treatment day and higher
personnel expenses in North America. Depreciation and amortization expense for the first quarter of 2005 was
$60 million compared to $57 million for the same period in 2004.

Selling, general and administrative costs increased from $272 million in the first quarter of 2004 to
$306 million in the same period of 2005. Selling, general and administrative costs as a percentage of sales
increased from 18.6% in the first quarter of 2004 to 19.0% in the same period of 2005. The percentage increase
is mainly due to higher insurance costs in North America and foreign exchange losses partially offset by
unchanged bad debt expense, the one time impact of compensation for cancellation of a distribution contract
in Japan and a patent litigation settlement.

Bad debt expense remained constant at $30 million representing 1.9% of sales for the three-month period
ending March 31, 2005 as compared to $30 million representing 2.1% of sales for the same period in 2004. Bad
debt expense is based upon analysis of allowances for accounts receivables. Estimates for the allowances for
accounts receivable from the dialysis service business are mainly based on past collection history which is
reviewed from time to time for appropriateness. The allowances in the products business are based on
estimates and consider various factors, including aging, debtor and past collection history. Once the estimated
allowance has been determined, bad debt expense is recognized to adjust the allowance to the current
estimated amounts.

Net income for the period was $107 million compared to $91 million in 2004.

The number of treatments in the first quarter of 2005 represents an increase of 3% over the same period in
2004. Same store treatment growth was 4% with additional growth of 1% from acquisitions. This was offset by
on less treatment day (1%) and the effects of sold or closed clinics (1%).

At March 31, 2005 we owned, operated or managed 1,630 clinics compared to 1,570 clinics at March 31,
2004. During the first quarter of 2005, we acquired 10 clinics, opened 23 clinics and combined or closed 13
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clinics. The number of patients treated in clinics that we own, operate or manage increased from
approximately 120,400 at March 31, 2004 to approximately 125,900 at March 31, 2005. Average revenue per
treatment for world-wide dialysis services increased from $231 to $246 mainly due to worldwide improved
revenue rate per treatment and favorable currency developments.

The following discussions pertain to our business segments and the measures we use to manage these
segments.

North America Segment

Key Indicators for North America Segment
Three Months Three Months

Ended Ended
March 31, 2005 March 31, 2004 Change in %
Number of treatments ......................... 3,250,000 3,170,000 3%
Same store treatment growthin % ............... 3.8% 2.9%
Revenue in $ million ........... ... .. ... .. .... 1,088 1,003 9%
EBITDA in $ million.......................... 180 167 8%
EBITDA marginin % ..........ccovvvinneinn... 16.5% 16.7%
Depreciation and amortization in $ million ........ 34 31 8%
Operating income in $ million................... 146 136 8%
Operating income marginin % .................. 13.4% 13.5%

Revenue

Net revenue for the North America segment for the first quarter 2005 increased as a result of increases in
dialysis care revenue by 8% from $899 to $968 million and product sales revenue by 16% from $103 million to
$120 million.

The increase in dialysis care revenue was driven by a 3% increase in treatments with same store treatment
growth of 4% and 1% resulting from acquisitions. This was partially offset by one less dialysis treatment day
(1%) and the effects of combining or closing clinics (1%). In addition, revenue per treatment improved 2%. A
further 3% increase resulted from the implementation of FIN 46R. The administration of EPO represented
approximately 26% and 24% of total North America dialysis care revenue for the periods ending March 31,
2004 and March 31, 2005, respectively.

At March 31, 2005, approximately 87,000 patients were being treated in the 1,140 clinics that we own,
operate or manage in the North America segment, compared to approximately 83,800 patients treated in 1,115
clinics at March 31, 2004. The average revenue per treatment, excluding laboratory testing revenue, increased
from $273 in 2004 to $280 in 2005. Including laboratory testing the average revenue per treatment in the first
quarter increased from $284 in 2004 to $291 during 2005. The improvement in the revenue rate per treatment
is primarily due to increases in the dialysis treatment reimbursement rates including the 1.6% legislated
increase from Medicare and the transfer of Medicare drug reimbursements for separately billable items into
the composite rate (see Overview above).

Dialysis product revenue increased by 16% from $103 million in the first quarter of 2004 to $120 million
in the same period of 2005.
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EBITDA

EBITDA increased by 8% from $167 for the period ended March 31, 2004 to $180 for the same period in
2005 primarily due to increased treatments and a higher volume of products sold. EBITDA margin decreased
from 16.7% for the first period in 2004 as compared to 16.5% for the same period in 2005. EBITDA margin
decreased as a result of one less dialysis treatment day, higher personnel expenses, higher insurance costs,
foreign exchange losses, higher facility costs, and the effects of FIN 46R requiring us to consolidate previously
unconsolidated entities with lower margins partially offset by improvement in treatment revenue rates. Cost
per treatment increased from $248 in 2004 to $253 in 2005.

Operating income

Operating profit increased by 8% from $136 for the period ended March 31, 2004 to $146 for the same
period in 2005 while operating margin decreased from 13.5% in the first quarter 2004 to 13.4% during the same
period in 2005 due to the same factors listed above under EBITDA.

International Segment

Key Indicators for International Segment

Three Months Three Months Change in %
Ended Ended At Constant
March 31, 2005 March 31, 2004 As Reported Exchange Rates
Number of treatments............ 1,466,000 1,400,000 5%
Same store treatment growth in % 5.6% 5.6%
Revenue in $ million............. 521 456 14% 8%
EBITDA in $ million ............ 108 96 12%
EBITDA marginin %............ 20.7% 21.0%
Depreciation and amortization in
$million..................... 26 25 2%
Operating income in $ million . .. .. 82 71 16%
Operating income margin in % .. .. 15.8% 15.6%
Revenue

The increase in net revenues for the International segment resulted from increases in both dialysis care
and dialysis product revenues. Acquisitions contributed approximately 1% while consolidations resulting from
implementation of FIN 46R contributed approximately 2%. Organic growth during the period was 5% at
constant exchange rates. This increase was also attributable to a 6% exchange rate effect due to the continued
strengthening of various local currencies against the US dollar in 2004 and 2005. These effects were partially
offset by the 1% effect of the loss of tenders and the breach of a contract.

Including the effects of the acquisitions, European region revenue increased 15% (9% at constant
exchange rates), Latin America region revenue increased 36% (30% at constant exchange rates), and Asia
Pacific region revenue decreased 3% (7% decrease at constant exchange rates).

Total dialysis care revenue for the entire International segment increased during the first quarter of 2005
by 22% (16% at constant exchange rates) to $194 million in 2005 from $158 million in the same period of
2004. This increase is a result of organic growth of 8%, a 5% increase in contributions from acquisitions, 6%
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contributions from consolidations resulting from implementation of FIN 46R and approximately 6% due to
exchange rate fluctuations partially offset by the 3% effect of the loss of tenders and the breach of a contract.

As of March 31, 2005, approximately 38,900 patients were being treated at 490 clinics that we own,
operate or manage in the International segment compared to 36,600 patients treated at 455 clinics at
March 31, 2004. The average revenue per treatment increased from $113 to $132 ($125 at constant exchange
rates) due to the strengthening of the local currencies against the US dollar and increased reimbursement
rates partially offset by growth in countries with reimbursement rates below the average.

Total dialysis product revenue for the first quarter of 2005 increased by 10% (4% at constant exchange
rates) to $327 million.

EBITDA

Our EBITDA increased by 12% to $108 million primarily as a result of an increase in treatment volume
and in volume of products sold. EBITDA margin decreased from 21.0% to 20.7%. The main causes for the
margin decrease were foreign currency losses of non-hedged accounts receivables, the negative effects of
FIN 46R and reimbursement rate reductions partially offset by foreign currency gains, lower bad debt expense
and the one time effects of income associated with the cancellation of a distribution agreement and settlement
of patent litigation.

Operating income

Our operating income increased by 16% to $82 million. Our EBIT margin increased from 15.6% for the
first quarter in 2004 to 15.8% for the same period in 2005 due to lower depreciation as a percentage of revenue
offset by the factors responsible for the decrease of EBITDA margin described above.

Corporate

We do not allocate “corporate costs” to our segments in calculating segment operating income and
EBITDA as we believe that these costs are not within the control of the individual segments. These corporate
costs primarily relate to certain headquarters overhead charges including accounting and finance, professional
services, etc.

Total corporate operating loss was $8 million in the quarter ended March 31, 2005 compared to an
operating loss of $9 million in the same period of 2004.

The following discussions pertain to our total Company costs.
Interest

Interest expense for the first quarter of 2005 decreased 9% to $44 million as compared to $50 million in
the same period in 2004 due to lower debt levels resulting from the use of positive cash flows and lower interest
rates as a result of amendments to the 2003 Senior Credit Agreement.

Income Taxes

The effective tax rate for the quarter ended March 31, 2005 was 39.2% compared to 39.4% during the
same period in 2004.
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LIQUIDITY AND CAPITAL RESOURCES
Three months ended March 31, 2005 compared to three months ended March 31, 2004

Cash Flow
Liquidity

Our primary sources of liquidity have historically been cash from operations, cash from short-term
borrowings as well as from long-term debt from third parties and from related parties and cash from issuance
of Preference shares and trust preferred securities. Cash from operations is impacted by the profitability of our
business and the development of our working capital, principally receivables. The profitability of our business
depends significantly on reimbursement rates. Approximately 72% of our revenues are generated from
providing dialysis treatment, a major portion of which is reimbursed by either public health care organizations
or private insurers. For the three months ended March 31, 2005, approximately 38% of our consolidated
revenues resulted from U.S. federal health care benefit programs, such as Medicare and Medicaid reimburse-
ment. Legislative changes could affect all Medicare reimbursement rates for the services we provide, as well as
the scope of Medicare coverage. A decrease in reimbursement rates could have a material adverse effect on
our business, financial condition and results of operations and thus on our capacity to generate cash flow. See
“Overview”, above, for a discussion of recent Medicare reimbursement rate changes. Cash from operations
also depends on the collection of accounts receivable. We could face difficulties in enforcing and collecting
accounts receivable under some countries’ legal systems. Some customers and governments may have longer
payment cycles. This could have a material adverse effect on our capacity to generate cash flow.

Cash from short-term borrowings can be generated by selling interests in accounts receivable (accounts
receivable facility) and by borrowing from our parent Fresenius AG. Long-term financing is provided by the
revolving portion and term loans under our 2003 Senior Credit Agreement and has been provided through the
issuance of our Euro Notes and trust preferred securities. We believe that our existing credit facilities, cash
generated from operations, other current sources of financing and our ability to access capital markets are
sufficient to meet our foreseeable needs.

At March 31, 2005, we had approximately $612 million of borrowing capacity available under the
revolving portion of our 2003 Senior Credit Agreement.

Our amended 2003 Senior Credit Agreement and the indentures relating to our trust preferred securities
include covenants that require us to maintain certain financial ratios or meet other financial tests. Under our
2003 Senior Credit Agreement, we are obligated to maintain a minimum consolidated net worth, a minimum
consolidated interest coverage ratio (ratio of consolidated EBITDA to consolidated net interest expense as
defined in the 2003 Senior Credit Agreement) and a maximum consolidated leverage ratio (ratio of
consolidated funded debt to consolidated EBITDA as defined in the 2003 Senior Credit Agreement).

Our amended 2003 Senior Credit Agreement and our indentures include other covenants which, among
other things, restrict or have the effect of restricting our ability to dispose of assets, incur debt, pay dividends
(limited to $180 million in 20035, dividends paid in 2004 were $122 million) and other restricted payments,
create liens or make capital expenditures, investments or acquisitions. The breach of any of the covenants
could result in a default under the 2003 Senior Credit Agreement or the notes underlying our trust preferred
securities, which could, in turn, create additional defaults under the agreements relating to our other long-term
indebtedness. In default, the outstanding balance under the amended 2003 Senior Credit Agreement becomes
due at the option of the Lenders. As of March 31, 2005, we are in compliance with all financial covenants
under the 2003 Senior Credit Agreement.
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The Company has an accounts receivable facility whereby certain receivables are sold to NMC Funding,
a special purpose entity and a wholly-owned subsidiary. NMC Funding then sells and assigns undivided
ownership interests in the accounts receivable to certain bank investors. Effective January 1, 2004 the accounts
receivable facility was amended whereby NMC Funding would retain the right to repurchase all transferred
interests in the accounts receivable sold to the banks under the facility. As we now have the right to
repurchase the then outstanding interests at any time, the receivables remain on our consolidated balance
sheet and the proceeds from the sale of undivided interests are recorded as short-term borrowings. The
repurchase of all transferred interests in the accounts receivable would result in the termination of the
accounts receivable facility under the terms of the facility agreement. On October 21, 2004 the Company
amended the accounts receivable facility to extend the maturity date to October 20, 2005.

Our capacity to generate cash from the accounts receivable facility depends on the availability of
sufficient accounts receivable that meet certain criteria defined in the agreement with the third party funding
corporation. A lack of availability of such accounts receivable could have a material impact on our capacity to
utilize the facility for our financial needs.

The settlement agreement with the asbestos creditors committees on behalf of the W.R. Grace & Co.
bankruptcy estate (see Part II, Item 1, “Legal Proceedings”) provides for payment by the Company of
$115 million upon approval of the settlement agreement by the U.S. District Court, which has occurred, and
confirmation of a W.R. Grace & Co. bankruptcy reorganization plan that includes the settlement. The
$115 million obligation is included in the special charge we recorded in 2001 to address 1996 merger-related
legal matters.

We are subject to ongoing tax audits in the U.S., Germany and other jurisdictions. We have received
notices of unfavorable adjustments and disallowances in connection with certain of the audits. We are
contesting, including appealing certain of these unfavorable determinations. We may be subject to additional
unfavorable adjustments and disallowances in connection with ongoing audits. If our objections and any final
audit appeals are unsuccessful, we could be required to make additional tax payments. With respect to
adjustments and disallowances currently on appeal, we do not anticipate that an unfavorable ruling would have
a material impact on our results of operations. We are not currently able to determine the timing of these
potential additional tax payments. If all potential additional tax payments and the Grace Chapter 11
Proceedings settlement payment were to occur contemporaneously, there could be a material adverse impact
on our operating cash flow in the relevant reporting period. Nonetheless, we anticipate that cash from
operations and, if required, our available liquidity will be sufficient to satisfy all such obligations if and when
they come due.

Operations

We generated cash from operating activities of $138 million in the three months ended March 31, 2005
and $171 million in the comparable period in 2004, a decrease of about 19% over the prior year. Cash flows
were impacted by a $43 million tax payment partially offset by cash flows generated by the increase in net
income.

Investing

Cash used in investing activities decreased from $83 million to $62 million mainly due to decreased
acquisitions. In the first three months of 2005, we paid approximately $22 million ($15 million for the North
American segment and $7 million for the International segment) cash for acquisitions consisting primarily of
dialysis clinics. In the same period in 2004, we paid approximately $42 million ($23 million for the North
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American segment and $19 million for the International segment) cash for acquisitions consisting primarily of
dialysis clinics.

On May 4th, 2005, we entered into a definitive merger agreement for the acquisition of Renal Care
Group, Inc. (“RCG”) for an all cash purchase price of approximately $3.5 billion. To finance the proposed
acquisition, we have received a commitment for $5.0 billion in senior credit facilities to be underwritten by
Bank of America, N.A. (“BofA”) and Deutsche Bank AG New York Branch (“DB”). Loans under the
senior credit facilities will be available to us, among other things, to pay the purchase price and related
expenses for the acquisition of RCG, to refinance the outstanding indebtedness under our existing Senior
Credit Agreement and certain indebtedness of RCG, and for working capital purposes. The senior credit
facilities will consist of a 5-year $1.0 billion revolving credit facility, a 5-year $1.5 billion term loan A facility,
and a 7-year $2.5 billion term loan B facility. Interest on the senior credit facilities will be at the option of the
borrowers at a rate equal to either (i) LIBOR plus an applicable margin, or (ii) the higher of BofA’s prime
rate or the Federal Funds rate plus 0.5% plus the applicable margin. The applicable margin is variable and
depends on the consolidated leverage ratio of the borrowers.

The senior credit facilities will be guaranteed by the Company and FMCH and certain of their respective
subsidiaries and secured by pledges of the stock of certain of the Company’s material subsidiaries. The
borrowers and guarantors under the senior credit facilities will provide liens on substantially all of their
personal property and material real property if the non-credit enhanced senior secured debt rating of the
borrowers falls below a certain level and if a grant of security interests is determined appropriate by a cost-
benefit analysis. The closing of the senior credit facilities will be subject, among other things, to the
negotiation and execution of definitive documents, the non-occurrence of a material adverse effect in relation
to RCG, DB and BofA’s approval of the merger agreement and other agreements relating to the acquisition,
and the refinancing of the indebtedness under our existing Senior Credit Agreement and certain indebtedness
of RCG.

In addition, capital expenditures for property, plant and equipment net of disposals were $40 million for
the three months ended March 31, 2005 and $41 million in 2004. In 2005, capital expenditures were
$22 million in the North America segment and $18 million for the International segment. In 2004, capital
expenditures were $24 million in the North America segment and $17 million for the International segment.
The majority of our capital expenditures were used for the maintenance of existing clinics, equipping new
clinics and the expansion of production facilities in Germany and North America. Capital expenditures were
approximately 2.5% of total revenue.

Financing

Net cash used in financing was $83 million in the first three months of 2005 compared to cash used in
financing of $77 million in the same period of 2004. Our external financing needs decreased due to lower cash
from operating activities partially offset by lower payments for investing activities. Cash on hand was
$51 million at March 31, 2005 compared to $57 million at March 31, 2004.

Recently Issued Accounting Standards

December 2004, the Financial Accounting Standards Board issued its final standard on accounting for
share-based payments (SBP), SFAS No. 123R (revised 2004), Share-Based Payment (FAS 123R), that
requires companies to expense the cost of employee stock options and similar awards. SFAS 123R requires
determining the cost that will be measured at fair value on the date of the SBP awards based upon an estimate
of the number of awards expected to vest. There will be no right of reversal of cost if the awards expire without
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being exercised. Fair value of the SBP awards will be estimated using an option-pricing model that
appropriately reflects the specific circumstances and economics of the awards. Compensation cost for the SBP
awards will be recognized as they vest. Such cost is not deductible under German tax law. We will have three
alternative transition methods, each having a different reporting implication. The effective date is for interim
and annual periods beginning after June 15, 2005. On April 14, 2005, the Securities and Exchange
Commission announced the adoption of a new rule that amends the compliance dates for SFAS 123R. The
Commission’s new rule allows companies to implement SFAS 123R at the beginning of their next fiscal year
instead of the next reporting period that begins after June 15, 2005. We are in the process of determining the
transition method that we will adopt and the potential impact on our consolidated financial statements.

In March 2005, the Financial Accounting Standards Board issued Interpretation No. 47 (“FIN 47) that
clarifies that the term conditional asset retirement obligation as used in FASB Statement No. 143, Accounting
for Asset Retirement Obligations, (“SFAS 143”) refers to a legal obligation to perform an asset retirement
activity in which the timing and (or) method of settlement are conditional on a future event that may or may
not be within the control of the entity. The obligation to perform the asset retirement activity is unconditional
even though uncertainty exists about the timing and (or) method of settlement. Thus, the timing and
(or) method of settlement may be conditional on a future event. Accordingly, an entity is required to
recognize a liability for the fair value of a conditional asset retirement obligation if the fair value of the liability
can be reasonably estimated. The fair value of a liability for the conditional asset retirement obligation should
be recognized when incurred - generally upon acquisition, construction, or development and (or) through the
normal operation of the asset. Uncertainty about the timing and (or) method of settlement of a conditional
asset retirement obligation should be factored into the measurement of the liability when sufficient
information exists. SFAS 143 acknowledges that in some cases, sufficient information may not be available to
reasonably estimate the fair value of an asset retirement obligation. This Interpretation also clarifies when an
entity would have sufficient information to reasonably estimate the fair value of an asset retirement obligation.
This Interpretation is effective for fiscal years ending after December 15, 2005. We are in the process of
determining the potential impact, if any, on our consolidated financial statements.
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Inflation

The effects of inflation during the periods covered by the consolidated financial statements have not been
significant to our results of operations. However, most of our net revenues from dialysis care are subject to
reimbursement rates regulated by governmental authorities, and a significant portion of other revenues,
especially revenues from the United States, is received from customers whose revenues are subject to these
regulated reimbursement rates. Non-governmental payors are also exerting downward pressure on reimburse-
ment rates. Increased operation costs that are subject to inflation, such as labor and supply costs, may not be
recoverable through price increases in the absence of a compensating increase in reimbursement rates payable
to us and our customers, and could have material adverse affect our business, financial condition and results of
operations.

During the period ended March 31, 2005, no material changes occurred to the information presented in
Item 11 of the Form 20-F or the Company’s hedging strategy described above. For additional information, see
Item 11, “Quantitative and Qualitative Disclosures About Market Risk”.
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The Company’s management, including the Chief Executive Officer and Chief Financial Officer, have
conducted an evaluation of the effectiveness of the Company’s disclosure controls and procedures as of the end
of the period covered by this report, as contemplated by Securities Exchange Act Rule 13a-14. Based on that
evaluation, the Chief Executive Officer and the Chief Financial Officer concluded that the disclosure controls
and procedures are effective in ensuring that all material information required to be filed in this quarterly
report has been made known to them in a timely fashion. During the past fiscal quarter, there have been no
significant changes in internal controls, or in factors that could significantly affect internal controls.
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Commercial Litigation

We were formed as a result of a series of transactions pursuant to the Agreement and Plan of
Reorganization (the “Merger”’) dated as of February 4, 1996 by and between W.R. Grace & Co. and
Fresenius AG. At the time of the Merger, a W.R. Grace & Co. subsidiary known as W.R. Grace & Co.-Conn.
had, and continues to have, significant potential liabilities arising out of product-liability related litigation, pre-
Merger tax claims and other claims unrelated to NMC, which was W.R. Grace & Co.’s dialysis business prior
to the Merger. In connection with the Merger, W.R. Grace & Co.-Conn. agreed to indemnify us, FMCH, and
NMC against all liabilities of W.R. Grace & Co., whether relating to events occurring before or after the
Merger, other than liabilities arising from or relating to NMC’s operations. W.R. Grace & Co. and certain of
its subsidiaries filed for reorganization under Chapter 11 of the U.S. Bankruptcy Code (the “Grace
Chapter 11 Proceedings”) on April 2, 2001.

Pre-Merger tax claims or tax claims that would arise if events were to violate the tax-free nature of the
Merger, could ultimately be our obligation. In particular, W.R. Grace & Co. has disclosed in its filings with
the Securities and Exchange Commission that: its tax returns for the 1993 to 1996 tax years are under audit by
the Internal Revenue Service (the “Service”); W.R. Grace & Co. has received the Service’s examination
report on tax periods 1993 to 1996; that during those years W.R. Grace & Co. deducted approximately
$122 million in interest attributable to corporate owned life insurance (“COLI”) policy loans; that W.R.
Grace & Co. has paid $21 million of tax and interest related to COLI deductions taken in tax years prior to
1993; that a U.S. District Court ruling has denied interest deductions of a taxpayer in a similar situation. In
October 2004, W.R. Grace & Co. obtained bankruptcy court approval to settle its COLI claims with the
Service. In January 2005, W.R. Grace & Co., FMCH and Sealed Air Corporation executed a settlement
agreement with respect to the Service’s COLI-related claims and other tax claims. On April 14, 2005 W.R.
Grace & Co. paid the Service approximately $90 million in connection with taxes owed for the tax periods
1993 to 1996 pursuant to a bankruptcy court order directing W.R. Grace & Co. to make such payment.
Subject to certain representations made by W.R. Grace & Co., the Company and Fresenius AG, W.R.
Grace & Co. and certain of its affiliates had agreed to indemnify us against this and other pre-Merger and
Merger-related tax liabilities.

Prior to and after the commencement of the Grace Chapter 11 Proceedings, class action complaints were
filed against W.R. Grace & Co. and FMCH by plaintiffs claiming to be creditors of W.R. Grace & Co.-
Conn., and by the asbestos creditors’ committees on behalf of the W.R. Grace & Co. bankruptcy estate in the
Grace Chapter 11 Proceedings, alleging among other things that the Merger was a fraudulent conveyance,
violated the uniform fraudulent transfer act and constituted a conspiracy. All such cases have been stayed and
transferred to or are pending before the U.S. District Court as part of the Grace Chapter 11 Proceedings.

In 2003, we reached agreement with the asbestos creditors’ committees on behalf of the W.R. Grace &
Co. bankruptcy estate and W.R. Grace & Co. in the matters pending in the Grace Chapter 11 Proceedings for
the settlement of all fraudulent conveyance and tax claims against it and other claims related to us that arise
out of the bankruptcy of W.R. Grace & Co. Under the terms of the settlement agreement as amended (the
“Settlement Agreement”), fraudulent conveyance and other claims raised on behalf of asbestos claimants will
be dismissed with prejudice and we will receive protection against existing and potential future W.R. Grace &
Co. related claims, including fraudulent conveyance and asbestos claims, and indemnification against income
tax claims related to the non-NMC members of the W.R. Grace & Co. consolidated tax group upon
confirmation of a W.R. Grace & Co. bankruptcy reorganization plan that contains such provisions. Under the
Settlement Agreement, we will pay a total of $115 million to the W.R. Grace & Co. bankruptcy estate, or as
otherwise directed by the Court, upon plan confirmation. No admission of liability has been or will be made.
The Settlement Agreement has been approved by the U.S. District Court. Subsequent to the Merger, W.R.
Grace & Co. was involved in a multi-step transaction involving Sealed Air Corporation (‘“Sealed Air”,
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formerly known as Grace Holding, Inc.). We are engaged in litigation with Sealed Air to confirm our
entitlement to indemnification from Sealed Air for all losses and expenses incurred by the Company relating
to pre-Merger tax liabilities and Merger-related claims. Under the Settlement Agreement, upon confirmation
of a plan that satisfies the conditions of our payment obligation, this litigation will be dismissed with prejudice.

On April 4, 2003, FMCH filed a suit in the United States District Court for the Northern District of
California, Fresenius USA, Inc., et al., v. Baxter International Inc., et al., Case No. C 03-1431, seeking a
declaratory judgment that it does not infringe on patents held by Baxter International Inc. and its subsidiaries
and affiliates (“‘Baxter’’), that the patents are invalid, and that Baxter is without right or authority to threaten
or maintain suit against it for alleged infringement of Baxter’s patents. In general, the alleged patents concern
touch screens, conductivity alarms, power failure data storage, and balance chambers for hemodialysis
machines. Baxter has filed counterclaims against FMCH seeking monetary damages and injunctive relief, and
alleging that it willfully infringed on Baxter’s patents. FMCH believes its claims are meritorious, although the
ultimate outcome of any such proceedings cannot be predicted at this time and an adverse result could have a
material adverse effect on our business, financial condition, and results of operations.

Other Litigation and Potential Exposures

In April 2005, FMCH received a subpoena from the U.S. Department of Justice, Eastern District of
Missouri, in connection with a joint civil and criminal investigation. The subpoena requires production of a
broad range of documents relating to the our operations, with specific attention to documents related to
clinical quality programs, business development activities, medical director compensation and physician
relations, joint ventures and anemia management programs. We are cooperating with the government’s
requests for information. An adverse determination in this investigation could have a material adverse effect
on our business, financial condition and results of operations.

In October 2004, FMCH and its Spectra Renal Management subsidiary received subpoenas from the
U.S. Department of Justice, Eastern District of New York in connection with a civil and criminal
investigation, which requires production of a broad range of documents relating to our operations, with specific
attention to documents relating to laboratory testing for parathyroid hormone (“PTH”) levels and vitamin D
therapies. We are cooperating with the government’s requests for information. While we believe that we have
complied with applicable laws relating to PTH testing and use of vitamin D therapies, an adverse
determination in this investigation could have a material adverse effect on our business, financial condition,
and results of operations.

From time to time, we are a party to or may be threatened with other litigation, claims or assessments
arising in the ordinary course of our business. Management regularly analyzes current information including,
as applicable, our defenses and insurance coverage and, as necessary, provides accruals for probable liabilities
for the eventual disposition of these matters.

We, like other health care providers, conduct our operations under intense government regulation and
scrutiny. We must comply with regulations which relate to or govern the safety and efficacy of medical
products and supplies, the operation of manufacturing facilities, laboratories and dialysis clinics, and
environmental and occupational health and safety. We must also comply with the Anti-Kickback Statute, the
False Claims Act, the Stark Statute, and other federal and state fraud and abuse laws. Applicable laws or
regulations may be amended, or enforcement agencies or courts may make interpretations that differ from our
interpretations or the manner in which it conducts its business. Enforcement has become a high priority for
the federal government and some states. In addition, the provisions of the False Claims Act authorizing
payment of a portion of any recovery to the party bringing the suit encourage private plaintiffs to commence
“whistle blower” actions. By virtue of this regulatory environment, as well as our corporate integrity agreement
with the government, our business activities and practices are subject to extensive review by regulatory
authorities and private parties, and continuing audits, investigative demands, subpoenas, other inquiries,
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claims and litigation relating to our compliance with applicable laws and regulations. We may not always be
aware that an inquiry or action has begun, particularly in the case of “whistle blower” actions, which are
initially filed under court seal.

We operate many facilities throughout the United States In such a decentralized system, it is often
difficult to maintain the desired level of oversight and control over the thousands of individuals employed by
many affiliated companies. We rely upon our management structure, regulatory and legal resources, and the
effective operation of our compliance program to direct, manage and monitor the activities of these employees.
On occasion, we may identify instances where employees, deliberately or inadvertently, have submitted
inadequate or false billings. The actions of such persons may subject us and our subsidiaries to liability under
the Anti-Kickback Statute, the Stark Statute and the False Claims Act, among other laws.

Physicians, hospitals and other participants in the health care industry are also subject to a large number
of lawsuits alleging professional negligence, malpractice, product liability, worker’s compensation or related
claims, many of which involve large claims and significant defense costs. We have been and are currently
subject to these suits due to the nature of our business and expect that those types of lawsuits may continue.
Although we maintain insurance at a level which we believe to be prudent, we cannot assure that the coverage
limits will be adequate or that insurance will cover all asserted claims. A successful claim against us or any of
our subsidiaries in excess of insurance coverage could have a material adverse effect upon it and the results of
our operations. Any claims, regardless of their merit or eventual outcome, could have a material adverse effect
on our reputation and business.

We have also had claims asserted against us and have had lawsuits filed against us relating to businesses
that we have acquired or divested. These claims and suits relate both to operation of the businesses and to the
acquisition and divestiture transactions. When appropriate, we have asserted our own claims, and claims for
indemnification. A successful claim against us or any of our subsidiaries could have a material adverse effect
upon us and the results of our operations. Any claims, regardless of their merit or eventual outcome, could
have a material adverse effect on our reputation and business.

Accrued Special Charge for Legal Matters

At December 31, 2001, we recorded a pre-tax special charge of $258 million to reflect anticipated
expenses associated with the defense and resolution of pre-Merger tax claims, Merger-related claims, and
commercial insurer claims (see Note 6 and Note 16 to the consolidated financial statements in this report).
The costs associated with the Settlement Agreement and settlements with insurers have been charged against
this accrual. While we believe that our remaining accruals reasonably estimate our currently anticipated costs
related to the continued defense and resolution of the remaining matters, no assurances can be given that our
actual costs incurred will not exceed the amount of this accrual.

Item 5. Other Information

None.

37



PART II
OTHER INFORMATION - (Continued)

Item 6. Exhibits

Exhibit No.

10.1
10.2

10.3
31.1
31.2

32.1

Item

Second amendment executed December 23, 2004 to Subordinated Loan Note dated May 18, 1999.

Amendment No. 3 executed January 1, 2005 to Third Amended and Restated Transfer and
Administration Agreement dated October 23, 2003.

Agreement dated as of May 3, 2005 among Fresenius Medical Care AG, Fresenius Medical Care
Holdings, Inc., Florence Acquisition, Inc. and Renal Care Group, Inc.

Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Executive Officer and Chief Financial Officer Pursuant to 18 U.S.C.
Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 for purposes
of Section 18 of the Securities Exchange Act of 1934, as amended. (This exhibit accompanies this
report as required by the Sarbanes-Oxley Act of 2002 and is not to be deemed “filed”).
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Name: Lawrence A. Rosen
Title: Chief Financial Officer
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Exhibit 10.1

SECOND AMENDMENT TO
SUBORDINATED LOAN NOTE

By this Allonge (this “Allonge”), to the Subordinated Loan Note dated as of May 18, 1999 by the
undersigned Borrowers in favor of Fresenius AG, a German corporation, in the maximum principal amount of
$400,000,000 (as amended by an Allonge dated as of September 29, 2003, the “Note”) the Borrowers and the
Lender hereby agree as follows:

1. All capitalized terms used herein without definition shall have the meanings assigned thereto in
the Note.

2. The reference to “October 31, 2007” in paragraph 2 of the Note is hereby deleted and replaced by
a reference to “February 28, 2010”.

3. The pricing matrix set forth in paragraph 4 of the Note is hereby amended as of December 23,
2004 to reflect the change in pricing under the Amended and Restated Credit Agreement which took
effect under Amendment No. 3 thereto:

Pricing Level Consolidated Leverage Ratio Margin
I >3.5:1.0 1.20%
11 >3.0:1.0 but = 3:5:1.0 1.20%
111 >2.5:1.0 but = 3.0:1.0 0.95%
v >2.0:1.0 but = 2.5:1.0 0.75%
v >1.5:1.0 but = 2.0:1.0 0.675%
VI = 1.5:1.0 0.6%

4. THE BORROWERS HEREBY COVENANT AND AGREE, AND THE LENDER, BY ITS
ACCEPTANCE HEREOF, HEREBY COVENANTS AND AGREES, THAT, TO THE EXTENT
AND IN THE MANNER HEREINAFTER SET FORTH THE PAYMENT OF THE PRINCIPAL
OF THE INDEBTEDNESS EVIDENCED BY THE NOTE (AS AMENDED HEREBY AND AS IN
EFFECT FROM TIME TO TIME) AND ANY INTEREST PAYABLE IN RESPECT THEREOF
ARE HEREBY EXPRESSLY MADE SUBORDINATE AND SUBJECT IN RIGHT OF PAYMENT
TO THE PRIOR PAYMENT IN FULL OF ALL AMOUNTS THEN DUE AND PAYABLE IN
RESPECT OF ALL PREFERRED INDEBTEDNESS.

5. To the extent not expressly modified hereby, all provisions of the Note remain in full force and

effect.

6. This Allonge, which may be attached to the Note, shall be governed by and shall be construed
and enforced in accordance with the laws of New York without regard to conflicts of laws principles.



IN WITNESS WHEREOF, this Allonge has been executed as of December 23, 2004.

NATIONAL MEDICAL CARE, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
ALABAMA, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
CONNECTICUT, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
FAYETTEVILLE, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
FLORIDA, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer



BIO-MEDICAL APPLICATIONS OF
GEORGIA, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
INDIANA, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
KENTUCKY, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
LOUISIANA, LLC

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
MARYLAND, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer



BIO-MEDICAL APPLICATIONS OF
MASSACHUSETTS, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
MISSISSIPPI, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
MISSOURI, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS

OF NEW JERSEY, INC.

(for itself and as successor by merger to
Bio-Medical Applications of Jersey City, Inc.)

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
NORTH CAROLINA, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer



BIO-MEDICAL APPLICATIONS OF OHIO, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
OKLAHOMA, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
PENNSYLVANIA, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
SOUTH CAROLINA, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF TEXAS, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer



BIO-MEDICAL APPLICATIONS OF
VIRGINIA, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

BIO-MEDICAL APPLICATIONS OF
WISCONSIN, INC.

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

ACKNOWLEDGED AND AGREED:

FRESENIUS AG

By: /s/ Karl Schwab By: /s/ Dietmar Blumenhagen
Name: Karl Schwab Name: Dr. Dietmar Blumenhagen
Title: Senior Vice President Finance Title: Treasurer



Exhibit 10.2
AMENDMENT NO. 3
Dated as of January 1, 2005
to

THIRD AMENDED AND RESTATED
TRANSFER AND ADMINISTRATION AGREEMENT

Dated as of October 23, 2003

THIS AMENDMENT NO. 3 (this “Amendment”) dated as of January 1, 2005 is entered into by and
among (i) NMC FUNDING CORPORATION, a Delaware corporation (the “Transferor”),
(ii)) NATIONAL MEDICAL CARE, INC., a Delaware corporation, as collection agent (the “Collection
Agent”), (iii) the “Conduit Investors,” “Bank Investors” and “Administrative Agents” identified on the
signature pages hereto and (iv) WESTLB AG, NEW YORK BRANCH, as agent (the “Agent”).

PRELIMINARY STATEMENTS

A. The Transferor, the Collection Agent, the Conduit Investors, the Bank Investors, the Administrative
Agents and the Agent are parties to that certain Third Amended and Restated Transfer and Administration
Agreement dated as of October 23, 2003 (as amended or otherwise modified prior to the date hereof, the
“TAA”). Capitalized terms used herein and not otherwise defined shall have the meanings ascribed to them in
the TAA.

B. The parties hereto have agreed to amend the TAA on the terms and conditions hereinafter set forth.

NOW, THEREFORE, in consideration of the premises set forth above, and other good and valuable
consideration the receipt and sufficiency of which is hereby acknowledged, the parties hereto agree as follows:

SECTION 1. Amendments to TAA. Effective as of the Effective Date (as defined below), the TAA is
amended as follows:

1.1 Section 1.1 of the TAA is amended to add the following definition in appropriate alphabetical
order:

“Pre-Arranged Contractual Adjustment” means, with respect to any Receivable, a Contractual
Adjustment that was agreed upon by the applicable Originating Entity and the applicable Obligor on or
prior to the date such Receivable arose.

1.2 The definition of “Dilution Ratio” in Section 1.1 of the TAA is amended to add the following
clause (w) immediately prior to clause (X):

“(w) any Pre-Arranged Contractual Adjustment reflected in the initial Outstanding Balance of the
applicable Receivable,”.

1.3 The definition of “Outstanding Balance” in Section 1.1 of the TAA is amended to add the
following at the end of clause (ii) of such definition:

“minus the amount of any Pre-Arranged Contractual Adjustments that have not yet been applied to
reduce such outstanding principal amount.”

1.4 The definition of “Unrealized Contractual Adjustment Reserve” is amended to add the
following sentence at the end of such definition:

“It is understood and agreed that Pre-Arranged Contractual Adjustments will be reflected in the
initial Outstanding Balance of the applicable Receivables and accordingly will not be included in the
Unrealized Contractual Adjustment Reserve.”



1.5 Section 7.1(n) of the TAA is amended in its entirety to read as follows:
“(n) the Dilution Ratio for any month exceeds 10.0%;”

1.6 The definition of “Applicable Margin” in Section 1.1 of the TAA is amended in its entirety to
read as follows:

“Applicable Margin” means 1.25%.

SECTION 2. Conditions Precedent. This Amendment shall become effective and be deemed effective
as of the date hereof (the “Effective Date”) subject to the satisfaction of the following conditions:

(a) the Agent shall have received counterparts of this Amendment duly executed by the Transferor,
the Collection Agent, the Majority Investors, the Administrative Agents and the Agent;

(b) to the extent requested by any Conduit Investor, such Conduit Investor shall have received
confirmation from each applicable Rating Agency that the execution and delivery of this Amendment will
not result in the reduction or withdrawal of the then current ratings of its Commercial Paper; and

(c) the Agent shall have received a reaffirmation of the Parent Agreement in substantially the form
attached hereto as Exhibit A.

SECTION 3. Covenants, Representations and Warranties of the Transferor and the Collection Agent.

3.1 Upon the effectiveness of this Amendment, each of the Transferor and the Collection Agent hereby
reaffirms all covenants, representations and warranties made by it in the TAA and agrees that all such
covenants, representations and warranties shall be deemed to have been remade as of the effective date of this
Amendment.

3.2 Each of the Transferor and the Collection Agent hereby represents and warrants that (i) this
Amendment constitutes the legal, valid and binding obligation of such party, enforceable against it in
accordance with its terms and (ii) upon the effectiveness of this Amendment, no Termination Event or
Potential Termination Event shall exist under the TAA.

SECTION 4. Reference to and Effect on the TAA.

4.1 Upon the effectiveness of this Amendment, each reference in the TAA to “this Agreement,”
“hereunder,” “hereof,” “herein,” “hereby” or words of like import shall mean and be a reference to the TAA
as amended hereby, and each reference to the TAA in any other document, instrument and agreement
executed and/or delivered in connection with the TAA shall mean and be a reference to the TAA as amended
hereby.

4.2 Except as specifically amended hereby, the TAA and all other documents, instruments and
agreements executed and/or delivered in connection therewith shall remain in full force and effect and are
hereby ratified and confirmed.

4.3 The execution, delivery and effectiveness of this Amendment shall not operate as a waiver of any
right, power or remedy of any Investor, any Administrative Agent or the Agent under the TAA or any other
document, instrument, or agreement executed in connection therewith, nor constitute a waiver of any provision
contained therein.

SECTION 5. Governing Law. THIS AMENDMENT SHALL BE GOVERNED AND CON-
STRUED IN ACCORDANCE WITH THE INTERNAL LAWS (AS OPPOSED TO THE CONFLICT
OF LAW PROVISIONS) AND DECISIONS OF THE STATE OF NEW YORK.

SECTION 6. Execution in Counterparts. This Amendment may be executed in any number of
counterparts and by different parties hereto in separate counterparts, each of which when so executed and
delivered shall be deemed to be an original and all of which taken together shall constitute but one and the
same instrument. Delivery of an executed counterpart of this Amendment by facsimile shall be equally as
effective as delivery of an original executed counterpart of this Amendment. Any party delivering an executed
counterpart of this Amendment by facsimile shall also deliver an original executed counterpart of this
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Amendment but the failure to deliver an original executed counterpart shall not affect the validity,
enforceability and binding effect of this Amendment.

SECTION 7. Headings. Section headings in this Amendment are included herein for convenience of
reference only and shall not constitute a part of this Amendment for any other purpose.



IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be executed by their
respective officers thereunto duly authorized as of the date first written above.

NMC FUNDING CORPORATION,
as Transferor

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

NATIONAL MEDICAL CARE, INC., as
Collection Agent

By: /s/ Mark Fawcett

Name: Mark Fawcett
Title: Treasurer

Signature Page
Amendment No. 3 to Third Amended and Restated
Transfer and Administration Agreement
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PARADIGM FUNDING LLC,
as a Conduit Investor

By: /s/ Doris J. Hearn

Name: Doris J. Hearn
Title: Vice President

WESTLB AG, NEW YORK BRANCH, as Agent,
an Administrative Agent and as a Bank Investor

By: /s/ Matthew F. Tallo

Name: Matthew F. Tallo
Title: Director

By: /s/ Elisabeth Wilds

Name: Elisabeth Wilds
Title: Director

Signature Page
Amendment No. 3 to Third Amended and Restated
Transfer and Administration Agreement
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GIRO MULTI-FUNDING CORPORATION,
as a Conduit Investor

By: /s/  Matthew Dorr

Name: Matthew Dorr
Title: Vice President

BAYERISCHE LANDESBANK, NEW YORK
BRANCH, as an Administrative Agent

By: /s/ Alexander Kohnert

Name: Alexander Kohnert
Title:  Senior Vice President

By: /s/ Lori-Ann Wynter

Name: Lori-Ann Wynter
Title:  Vice President

BAYERISCHE LANDESBANK, CAYMAN
ISLANDS BRANCH, as a Bank Investor

By: /s/  Norman McClave

Name: Norman McClave 111
Title:  First Vice President

By: /s/ Lori-Ann Wynter

Name: Lori-Ann Wynter
Title:  Vice President

Signature Page
Amendment No. 3 to Third Amended and Restated
Transfer and Administration Agreement
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LIBERTY STREET FUNDING CORP.,
as a Conduit Investor

By: /s/ Bernard J. Angelo

Name: Bernard J. Angelo
Title:  Vice President

THE BANK OF NOVA SCOTIA, as an
Administrative Agent and as a Bank Investor

By: /s/ Michael Eden

Name: Michael Eden
Title: Director

Signature Page
Amendment No. 3 to Third Amended and Restated
Transfer and Administration Agreement
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LANDESBANK HESSEN-THUERINGEN
GIROZENTRALE, as a Bank Investor

By: /s/ Martin Scheele

Name: Dr. Martin Scheele
Title: Senior Vice President

By: /s/ Pia Horlebein

Name: Pia Horlebein
Title:  Analyst

Signature Page
Amendment No. 3 to Third Amended and Restated
Transfer and Administration Agreement
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EXHIBIT A
REAFFIRMATION OF PARENT AGREEMENT
January 1, 2005

The Bank of Nova Scotia

as Administrative Agent
One Liberty Plaza

New York, New York 10006

WestLB, AG, New York Branch,
as Administrative Agent and Agent
1211 Avenue of the Americas
New York, New York 10036

Bayerische Landesbank, New York Branch,
as Administrative Agent

560 Lexington Avenue

New York, New York 10022

Each of the undersigned, FRESENIUS MEDICAL CARE AG and FRESENIUS MEDICAL CARE
HOLDINGS, INC. (i) acknowledges, and consents to, the execution of that certain Amendment No. 3 dated
as of January 1, 2005 (the “Amendment”) with respect to the Third Amended and Restated Transfer and
Administration Agreement, dated as of October 23, 2003 among NMC Funding Corporation, National
Medical Care, Inc., the entities parties thereto as “Conduit Investors”, the financial institutions parties thereto
as “Bank Investors”, the financial institutions parties thereto as “Administrative Agents” and WestLB AG,
New York Branch, as “Agent”, (ii) reaffirms all of its obligations under that certain Parent Agreement dated
as of August 28, 1997 made by the undersigned (as amended or otherwise modified from time to time, the
“Parent Agreement”) and (iii) acknowledges and agrees that, after giving effect to the Amendment, such
Parent Agreement remains in full force and effect and such Parent Agreement is hereby ratified and
confirmed.




FRESENIUS MEDICAL CARE FRESENIUS MEDICAL CARE AG
HOLDINGS, INC.

By: By:

Name: Name:

Title: Title:
By:

Name:

Title:




Exhibit 10.3

AGREEMENT

Dated as of May 3, 2005,

Among

FRESENIUS MEDICAL CARE AG,

FRESENIUS MEDICAL CARE HOLDINGS, INC.

FLORENCE ACQUISITION, INC.

And

RENAL CARE GROUP, INC.
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AGREEMENT dated as of May 3, 2005, among
FRESENIUS MEDICAL CARE AG, a corporation organized under the laws
of the Federal Republic of Germany (“FME AG”),
FRESENIUS MEDICAL CARE HOLDINGS, INC., a New York corpora-
tion, and a wholly owned subsidiary of FME AG (“FME”),
FLORENCE ACQUISITION, INC., a Delaware corporation, and a wholly
owned subsidiary of FME (“Sub”), and
RENAL CARE GROUP, INC., a Delaware corporation (“Rome’).

WHEREAS the respective boards of directors of FME, Sub and Rome have approved the merger (the
“Merger”) of Sub into Rome on the terms and subject to the conditions set forth in this Agreement, whereby
each issued and outstanding share of common stock, par value $0.01 per share, of Rome (the “Rome
Common Stock™) not owned by FME, Sub or Rome shall be converted into the right to receive the Merger
Consideration (as defined in Section 2.01);

WHEREAS the Supervisory Board of Directors and Managing Board of Directors of FME AG have
approved the Merger and the other transactions contemplated by this Agreement (collectively, the “Transac-
tions”) on the terms and subject to the conditions of this Agreement; and

WHEREAS FME AG, FME, and Sub (collectively, the “Florence Parties”) and Rome desire to make
certain representations, warranties, covenants and agreements in connection with the Merger and the other
Transactions and also to prescribe various conditions to the Merger and the other Transactions.

NOW, THEREFORE, the parties hereto agree as follows:

ARTICLE I
The Merger

SECTION 1.01. The Merger. On the terms and subject to the conditions set forth in this Agreement, and
in accordance with the Delaware General Corporation Law (the “DGCL”), Sub shall be merged with and
into Rome at the Effective time (as defined in Section 1.03). At the Effective Time, the separate corporate
existence of Sub shall cease, and Rome shall continue as the surviving corporation (the “Surviving
Corporation”).

SECTION 1.02. Closing. The closing (the “Closing”) of the Merger shall take place at the offices of
Sonnenschein Nath & Rosenthal LLP, 1221 Avenue of the Americas, New York, New York 10020 at
10:00 a.m., on the second business day following the date on which all the conditions set forth in Article VII
have been satisfied (or, to the extent permitted by Law (as defined in Section 3.05(a) ), waived by the party or
parties entitled to the benefits thereof), or at such other place, time and date as shall be agreed in writing
between FME and Rome. The date on which the Closing occurs is referred to in this Agreement as the
“Closing Date”.

SECTION 1.03. Effective Time. Prior to the Closing, the parties shall prepare, and on the Closing Date
or as soon as practicable thereafter shall file with the Secretary of State of the State of Delaware, a certificate
of merger or other appropriate documents (in any such case, the “Certificate of Merger”) executed in
accordance with the relevant provisions of the DGCL and shall make all other filings or recordings required
under the DGCL. The Merger shall become effective at such time as the Certificate of Merger is duly filed
with such Secretary of State, or at such later time as is permitted by the DGCL and as FME and Rome shall
agree and specify in the Certificate of Merger (the time the Merger becomes effective being the “Effective
Time”).

SECTION 1.04. Effects. The Merger shall have the effects set forth in Section 259 of the DGCL.

SECTION 1.05. Certificate of Incorporation and By-laws. (a) The Certificate of Incorporation of Rome
shall be amended at the Effective Time to read in the form of Exhibit A, and, as so amended, such Certificate
of Incorporation shall be the Certificate of Incorporation of the Surviving Corporation until thereafter changed
or amended as provided therein or by applicable Law.
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(b) The By-laws of Sub as in effect immediately prior to the Effective Time shall be the By-laws of the
Surviving Corporation until thereafter changed or amended as provided therein or by applicable Law.

SECTION 1.06. Directors. The directors of Sub immediately prior to the Effective Time shall be the
directors of the Surviving Corporation, until the earlier of their resignation or removal or until their respective
successors are duly elected and qualified, as the case may be.

SECTION 1.07. Officers. The officers of Sub immediately prior to the Effective Time shall be the
officers of the Surviving Corporation, until the earlier of their resignation or removal or until their respective
successors are duly elected or appointed and qualified, as the case may be.

ARTICLE II

Effect on the Capital Stock of the
Constituent Corporations; Exchange of Certificates

SECTION 2.01. Effect on Capital Stock. At the Effective Time, by virtue of the Merger and without any
action on the part of the holder of any shares of Rome Common Stock or any shares of capital stock of Sub:

(a) Capital Stock of Sub. Each issued and outstanding share of capital stock of Sub shall be
converted into and become one fully paid and nonassessable share of common stock, par value $0.01 per
share, of the Surviving Corporation.

(b) Cancelation of Treasury Stock and Florence-Owned Stock. Each share of Rome Common
Stock that is held by Rome as treasury stock or owned by FME or Sub shall no longer be outstanding and
shall automatically be canceled and retired and shall cease to exist, and no Merger Consideration, cash or
other consideration shall be delivered or deliverable in exchange therefor.

(c) Conversion of Rome Common Stock. (i) Subject to Sections 2.01(b) and 2.01(d), each issued
and outstanding share of Rome Common Stock shall be converted into the right to receive $48.00 in cash
(the “Merger Consideration”), without interest.

(ii) As of the Effective Time, all such shares of Rome Common Stock shall no longer be outstanding
and shall automatically be canceled and retired and shall cease to exist, and each holder of a certificate
representing any such shares of Rome Common Stock shall cease to have any rights with respect thereto,
except the right to receive the Merger Consideration upon surrender of such certificate in accordance with
Section 2.02, without interest.

(d) Appraisal Rights. Notwithstanding anything in this Agreement to the contrary, shares
(“Appraisal Shares”) of Rome Common Stock that are outstanding immediately prior to the Effective
Time and that are held by any person who is entitled to demand and properly demands appraisal of such
Appraisal Shares pursuant to, and who complies in all respects with, Section 262 of the DGCL
(“Section 262”) shall not be converted into the right to receive the Merger Consideration as provided in
Section 2.01(c), but rather the holders of Appraisal Shares shall be entitled to payment of the fair value
of such Appraisal Shares in accordance with Section 262; provided, however, that if any such holder shall
fail to perfect or otherwise shall waive, withdraw or lose the right to appraisal under Section 262 or a
court of competent jurisdiction shall determine that such holder is not entitled to the relief provided by
Section 262, then the right of such holder to be paid the fair value of such holder’s Appraisal Shares shall
cease, and such Appraisal Shares shall be deemed to have been converted as of the Effective Time into,
and to have become exchangeable solely for the right to receive, Merger Consideration as provided in
Section 2.01(c). Rome shall provide notice to FME, as promptly as reasonably practicable, of any
demands for appraisal of any shares of Rome Common Stock, and FME shall have the right to
participate in and direct all negotiations and proceedings with respect to such demands. Prior to the
Effective Time, Rome shall not, without the prior written consent of FME, not to be unreasonably
withheld or delayed, make any payment with respect to, or settle or offer to settle, any such demands, or
agree to do any of the foregoing.




SECTION 2.02. Exchange of Certificates.

(a) Paying Agent. Prior to the Effective Time, FME shall select a bank or trust company that is
reasonably approved by Rome to act as paying agent (the “Paying Agent”) for the payment of the Merger
Consideration upon surrender of certificates representing Rome Common Stock. FME shall provide to the
Paying Agent immediately following the Effective Time all the cash necessary to pay for the shares of Rome
Common Stock converted into the right to receive cash pursuant to Section 2.01(c) (such cash being
hereinafter referred to as the “Exchange Fund”).

(b) As soon as reasonably practicable after the Effective Time, the Paying Agent shall mail to each
holder of record of a certificate or certificates (the “Certificates”) that immediately prior to the Effective
Time represented outstanding shares of Rome Common Stock whose shares were converted into the right to
receive Merger Consideration pursuant to Section 2.01(c), (i) a letter of transmittal (which shall specify that
delivery shall be effected, and risk of loss and title to the Certificates shall pass, only upon delivery of the
Certificates to the Paying Agent and shall be in such form as FME may specify and Rome may reasonably
approve) and (ii) instructions for use in effecting the surrender of the Certificates in exchange for Merger
Consideration. Upon surrender of a Certificate for cancellation to the Paying Agent, together with such letter
of transmittal, duly executed, and such other documents as may reasonably be required by the Paying Agent,
the holder of such Certificate shall be entitled to receive in exchange for such Certificate the Merger
Consideration into which the shares of Rome Common Stock formerly represented by such Certificate have
been converted pursuant to the provisions of this Article II, and the Certificate so surrendered shall be
canceled. In the event of a transfer of ownership of Rome Common Stock that is not registered in the transfer
records of Rome, the Merger Consideration may be paid to a person other than the person in whose name the
Certificate so surrendered is registered, if such Certificate shall be properly endorsed or otherwise be in proper
form for transfer and the person requesting such payment shall pay any transfer or other taxes required by
reason of the payment of the Merger Consideration to a person other than the registered holder of such
Certificate or establish to the reasonable satisfaction of FME that such tax has been paid or is not applicable.
Until surrendered as contemplated by this Section 2.02, each Certificate shall be deemed at any time after the
Effective Time to represent only the right to receive upon such surrender the Merger Consideration as
contemplated by this Section 2.02. No interest shall be paid or accrue on any cash payable upon surrender of
any Certificate.

(¢c) No Further Ownership Rights in Rome Common Stock. The Merger Consideration paid in
accordance with the terms of this Article II upon conversion of any shares of Rome Common Stock shall be
deemed to have been paid in full satisfaction of all rights pertaining to such shares of Rome Common Stock,
and after the Effective Time there shall be no further registration of transfers on the stock transfer books of the
Surviving Corporation of shares of Rome Common Stock that were outstanding immediately prior to the
Effective Time. If, after the Effective Time, any Certificates formerly representing shares of Rome Common
Stock are presented to the Surviving Corporation or the Paying Agent for any reason, they shall be canceled
and exchanged as provided in this Article II.

(d) Termination of Exchange Fund. Any portion of the Exchange Fund that remains undistributed to
the holders of Rome Common Stock for one year after the Effective Time shall be delivered, subject to
applicable Law, to FME, upon demand, and any holder of Rome Common Stock who has not complied with
this Article II before such demand shall thereafter look only to FME for payment of its claim for the Merger
Consideration.

(e) No Liability. None of FME, the Surviving Corporation or the Paying Agent shall be liable to any
person in respect of any cash from the Exchange Fund delivered to a public official pursuant to any applicable
abandoned property, escheat or similar Law. If any Certificate has not been surrendered prior to three years
after the Effective Time (or immediately prior to such earlier date on which the Merger Consideration in
respect of such Certificate would otherwise escheat to or become the property of any Governmental Entity (as
defined in Section 3.05(b))) any such shares, cash, dividends or distributions in respect of such Certificate
shall, to the extent permitted by applicable Law, become the property of the Surviving Corporation, free and
clear of all claims or interest of any person previously entitled thereto.
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(f) Investment of Exchange Fund. The Paying Agent shall invest any cash included in the Exchange
Fund as directed by FME, on a daily basis, in obligations of the United States of America. Any interest and
other income resulting from such investments shall be the property of and shall be paid to FME.

(g) Lost Certificates. If any Certificate shall have been lost, stolen, defaced or destroyed, upon the
making of an affidavit of that fact by the person claiming such Certificate to be lost, stolen, defaced or
destroyed and, if required by the Surviving Corporation, the posting by such person of a bond, in such
reasonable amount as the Surviving Corporation may direct, as indemnity against any claim that may be made
against it with respect to such Certificate, the Paying Agent will issue in exchange for such lost, stolen or
destroyed Certificate the Merger Consideration.

(h) Withholding Rights. FME, the Surviving Corporation or the Paying Agent shall be entitled to
deduct and withhold from the consideration otherwise payable pursuant to this Agreement to any holder of
shares of Rome Common Stock any applicable taxes that FME, the Surviving Corporation or the Paying
Agent is legally required to deduct and withhold under the Code (as defined in Section 3.10). To the extent
that amounts are so withheld and paid over to the appropriate taxing authority by FME, the Surviving
Corporation or the Paying Agent, such withheld amounts shall be treated for all purposes of this Agreement as
having been paid to the holder of shares of Rome Common Stock in respect of which such deduction and
withholding was made.

ARTICLE III

Representations and Warranties of Rome

Except as set forth in the letter, dated as of the date of this Agreement (which letter shall be arranged in
sections corresponding to the numbered sections contained in this Agreement), from Rome to the Florence
Parties (the “Rome Disclosure Letter”) (it being understood that any matter disclosed in any section of the
Rome Disclosure Letter shall be deemed disclosed for all purposes and all sections of this Agreement to which
it is readily apparent from a reading of the Rome Disclosure Letter and this Agreement that such disclosure is
applicable), Rome represents and warrants to the Florence Parties that:

SECTION 3.01. Organization, Standing and Power. Each of Rome and each subsidiary of Rome
(a “Rome Subsidiary”) is duly organized, validly existing and in good standing under the laws of the
jurisdiction in which it is organized, except with respect to any Rome Subsidiary, where the failure to be so
organized, existing or in good standing, individually or in the aggregate, has not had and would not reasonably
be expected to have a Rome Material Adverse Effect (as defined below). Each of Rome and each Rome
Subsidiary has full corporate power and authority and possesses all governmental franchises, licenses, permits,
authorizations and approvals (“‘Permits”) necessary to enable it to own, lease or otherwise hold its properties
and assets and to conduct its businesses as presently conducted, other than such franchises, licenses, permits,
authorizations and approvals the lack of which, individually or in the aggregate, has not had and would not
reasonably be expected to have a Rome Material Adverse Effect. Each of Rome and each Rome Subsidiary is
duly qualified to do business in each jurisdiction where the nature of its business or the ownership or leasing of
its properties make such qualification necessary, except where the failure to so qualify, individually or in the
aggregate, has not had and would not reasonably be expected to have a Rome Material Adverse Effect. Rome
has made available to the Florence Parties true and complete copies of the certificate of incorporation of
Rome, as amended to the date of this Agreement (as so amended, the “Rome Charter”), and the By-laws of
Rome, as amended to the date of this Agreement (as so amended, the “Rome By-laws™), and the comparable
charter and organizational documents of each Rome Subsidiary, in each case as amended through the date of
this Agreement. For purposes of this Agreement: a “Rome Material Adverse Effect” means (A) a material
adverse effect on the business, assets, liabilities, results of operations or financial condition of Rome and the
Rome Subsidiaries taken as a whole, (B) a material adverse effect on the ability of Rome to perform its
obligations under this Agreement or (C) a material adverse effect on the ability of Rome to consummate the
Merger and the other Transactions; provided, that none of the following, either alone or in combination, shall
be considered in determining whether there has been a Rome Material Adverse Effect: (1) events,
circumstances, changes or effects that generally affect providers of dialysis services in the United States,
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except to the extent that Rome and the Rome Subsidiaries, taken as a whole, are disproportionately affected in
a material and adverse manner relative to FME and its Subsidiaries, taken as a whole; (2) any circumstance,
change or effect that results principally from the existence of any suit, action, proceeding or investigation
undertaken by or on behalf of any Governmental Entity (as defined in Section 3.05(b)) in connection with
any subpoenas served upon or claims made against Rome or a Rome Subsidiary or any investigation
conducted by the Office of Inspector General of the United States Department of Health and Human
Services, the United States Department of Justice or any State Governmental Entity that (A) has been
publicly disclosed by Rome in the Available Rome SEC Documents (as defined in Section 3.06(d) below)
or (B) relates to any violation or alleged violation of any statute or rule or regulation promulgated by
a Governmental Entity that is generally applicable only to participants in the health care industry by reason of
their participation in federal or state health care programs, including Medicare and Medicaid, or their
provision of health care services to people in the United States, including 42 U.S.C. § 1320a-7b, 42 U.S.C. §
1395nn or 31 U.S.C. § 3729-3733 or any other federal or state statute related to false or fraudulent claims,
kickbacks to health care providers, inducements to beneficiaries of health care programs or self-referrals;
provided, that, for the avoidance of doubt, this clause (2) (B) shall prohibit consideration of the existence of
any such suit, action, proceeding or investigation when determining whether a Rome Material Adverse Effect
exists but shall not prohibit consideration of actual events or circumstances constituting a violation of any such
statute or rule or regulation or other Law; (3) general economic or political conditions, except to the extent
that Rome and the Rome Subsidiaries, taken as a whole, are disproportionately affected in a material and
adverse manner relative to FME and its Subsidiaries, taken as a whole; (4) changes arising from the
consummation of the transactions contemplated by, or the announcement of the execution of, this Agreement;
(5) any circumstance, change or effect that results from any action required to be taken pursuant to this
Agreement or taken upon the written request of FME; and (6) changes caused by acts of terrorism or war
(whether or not declared) occurring after the date hereof, except to the extent that Rome and the Rome
Subsidiaries, taken as a whole, are disproportionately affected in a material and adverse manner relative to
FME and its subsidiaries, taken as a whole.

SECTION 3.02. Rome Subsidiaries; Equity Interests. (a) The Rome Disclosure Letter lists each Rome
Subsidiary, its jurisdiction of organization and Rome’s interest therein. All the outstanding shares of capital
stock or other equity interests, as applicable, of each Rome Subsidiary have been validly issued and are fully
paid and nonassessable and except as set forth in the Rome Disclosure Letter, are as of the date of this
Agreement owned by Rome, by another Rome Subsidiary or by Rome and another Rome Subsidiary, free and
clear of all pledges, liens, charges, mortgages, encumbrances and security interests of any kind or nature
whatsoever (collectively, “Liens’”). There are no bonds, debentures, notes or other indebtedness of any Rome
Subsidiary having the right to vote (or convertible into, or exchangeable for, securities having the right to
vote) on matters on which the equity holders of any Rome Subsidiary may vote.

(b) Except for its interests in Rome Subsidiaries and except for the ownership interests set forth in the
Rome Disclosure Letter, as of the date of this Agreement, Rome does not own, directly or indirectly, any
capital stock, membership interest, partnership interest, joint venture interest or other equity interest in any
person.

SECTION 3.03. Capital Structure. The authorized capital stock of Rome consists of
(i) 150,000,000 shares of Rome Common Stock and (ii) 10,000,000 shares of preferred stock, par value
$0.01 per share (the “Rome Preferred Stock” and, together with the Rome Common Stock, the “Rome
Capital Stock™), of which 400,000 shares have been designated as Series A Junior Participating Preferred
Stock. At the close of business on April 29, 2005, (i) 67,997,913 shares of Rome Common Stock (excluding
shares of Rome Common Stock held by Rome in its treasury) and no shares of Rome Preferred Stock were
issued and outstanding, (ii) 14,766,300 shares of Rome Common Stock were held by Rome in its treasury,
(iii) 8,731,694 shares of Rome Common Stock were subject to outstanding Rome Stock Options (as defined
in Section 6.04(e)) and 6,912,909 additional shares of Rome Common Stock were reserved for issuance
pursuant to Rome Stock Plans (as defined in Section 6.04(¢)) and (iv) 400,000 shares of Rome Preferred
Stock were reserved for issuance in connection with the rights (the “Rome Rights”) issued pursuant to the
Shareholder Protection Rights Agreement dated as of May 2, 1997 (as amended from time to time, the
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“Rome Rights Agreement”), between Rome and First Union National Bank of North Carolina, as Rights
Agent. As of April 29, 2005, no shares of Rome Common Stock are owned by any Rome Subsidiary. As of the
close of business on April 29, 2005, (i) there were outstanding Rome Plan Stock Options (as defined in
Section 6.04) to purchase 8,544,842 shares of Rome Common Stock with exercise prices on a per share basis
lower than the Merger Consideration, (ii) there were outstanding Rome Non-Plan Stock Options (as defined
in Section 6.04(e)) to purchase 186,852 shares of Rome Common Stock with exercise prices on a per share
basis lower than the Merger Consideration, and (iii) and the weighted average exercise price of the Rome
Stock Options referred to in the preceding clauses (i) and (ii) was equal to $21.034. Except as set forth above,
at the close of business on April 29, 2005, no shares of capital stock or other voting securities of Rome were
issued, reserved for issuance or outstanding. During the period from April 29, 2005, to the date of this
Agreement, (x) there have been no issuances by Rome of shares of capital stock of, or other equity or voting
interests in, Rome other than issuances of shares of Rome Common Stock pursuant to the exercise of Rome
Stock Options outstanding on such date in accordance with their terms as in effect on the date of this
Agreement and (y) there have been no issuances by Rome of options, warrants or other rights to acquire
shares of capital stock or other equity or voting interests from Rome. All outstanding shares of Rome Capital
Stock are, and all such shares that may be issued pursuant to the Rome Stock Plans will be when issued in
accordance with the terms thereof, duly authorized, validly issued, fully paid and nonassessable and not
subject to or issued in violation of any purchase option, call option, right of first refusal, preemptive right,
subscription right or any similar right under any provision of the DGCL, Rome Charter, Rome By-laws or any
Contract (as defined in Section 3.05) to which Rome is a party or otherwise bound. There are no bonds,
debentures, notes or other indebtedness of Rome having the right to vote (or convertible into, or exchangeable
for, securities having the right to vote) on any matters on which holders of Rome Capital Stock may vote
(“Rome Voting Debt™). As of the date of this Agreement, there are no options, warrants, rights, convertible or
exchangeable securities, “phantom” stock rights, stock appreciation rights, stock-based performance units,
commitments, Contracts, arrangements or undertakings of any kind to which Rome or any Rome Subsidiary is
a party or by which Rome or any Rome Subsidiary is bound (i) obligating Rome or any Rome Subsidiary to
issue, deliver or sell, or cause to be issued, delivered or sold, additional shares of capital stock of or other equity
or voting interests in, or any security convertible or exercisable for or exchangeable into any capital stock of or
other equity or voting interest in, Rome or any Rome Subsidiary or any Rome Voting Debt, (ii) obligating
Rome or any Rome Subsidiary to issue, grant, extend or enter into any such option, warrant, call, right,
security, commitment, Contract, arrangement or undertaking, or (iii) that give any person the right to receive
any economic benefit or right similar to or derived from the economic benefits and rights accruing to holders of
Rome Capital Stock. As of the date of this Agreement, there are no outstanding contractual obligations of
Rome or any Rome Subsidiary to (i) repurchase, redeem or otherwise acquire any shares of capital stock of or
other equity or voting interest in Rome or any Rome Subsidiary or (ii) vote or dispose of any shares of the
capital stock of, or other equity or voting interests in, any of the Rome Subsidiaries. Rome has made available
to the Florence Parties a complete and correct copy of the Rome Rights Agreement, as amended to the date of
this Agreement.

SECTION 3.04. Authority; Execution and Delivery; Enforceability. (a) Rome has all requisite corporate
power and authority to execute and deliver this Agreement and to consummate the Transactions. The
execution and delivery by Rome of this Agreement and the consummation by Rome of the Transactions have
been duly authorized by all necessary corporate action on the part of Rome, subject, in the case of the Merger,
to receipt of the Rome Stockholder Approval (as defined in Section 3.04(c)). Rome has duly executed and
delivered this Agreement, and this Agreement constitutes its legal, valid and binding obligation, enforceable
against it in accordance with its terms.

(b) The Board of Directors of Rome (the “Rome Board”), at a meeting duly called and held, duly
adopted resolutions (i) approving this Agreement, the Merger and the other Transactions, (ii) determining
and declaring that the terms of the Merger and the other Transactions are advisable and fair to and in the best
interests of Rome and its stockholders, (iii) recommending that Rome’s stockholders adopt this Agreement,
and (iv) declaring that this Agreement is advisable. The Rome Board has taken all action necessary in order
that the limits on business combinations provided for in Section 203 of the DGCL will not apply to this
Agreement, the Merger or any other Transaction. To the knowledge of Rome, no other state takeover statute
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or similar statute or regulation applies or purports to apply to Rome with respect to this Agreement, the
Merger or any other Transaction.

(c) The only vote of holders of any class or series of Rome Capital Stock necessary to approve and adopt
this Agreement and the Merger is the adoption of this Agreement by the holders of a majority of the
outstanding Rome Common Stock (the “Rome Stockholder Approval”). The affirmative vote of the holders
of Rome Capital Stock, or any of them, is not necessary to consummate any Transaction other than the
Merger.

SECTION 3.05. No Conflicts; Consents. (a) Except as set forth in the Available Rome SEC
Documents, the execution and delivery by Rome of this Agreement do not, and the consummation of the
Merger and the other Transactions and compliance with the terms hereof will not, conflict with, or result in
any violation of or default (with or without notice or lapse of time, or both) under, or give rise to a right of
termination, cancelation or acceleration of any obligation or to loss of a material benefit under, or result in the
creation of any Lien upon any of the properties or assets of Rome or any Rome Subsidiary under, any
provision of (i) the Rome Charter or the Rome By-laws; (ii) the comparable charter or organizational
documents of any Rome Subsidiary, (iii) any material contract, lease, license, indenture, note, bond,
agreement, permit, concession, franchise or other instrument (a “Contract”) to which Rome or any Rome
Subsidiary is a party or by which any of their respective properties or assets is bound or (iv) subject to the
filings and other matters referred to in Section 3.05(b), any judgment, order or decree (“Judgment”)
applicable to Rome or any Rome Subsidiary or their respective properties or assets, any Permit held by Rome
or any Rome Subsidiary, or Federal, state, local, regional or foreign statute, law, ordinance, rule, reporting or
licensing requirement or regulation (“Law”) applicable to Rome or any Rome Subsidiary or their respective
properties or assets, other than, in the case of clauses (ii) through (iv) above, any such items that, individually
or in the aggregate, have not had and would not reasonably be expected to have a Rome Material Adverse
Effect.

(b) No consent, approval, license, permit, order or authorization (“Consent”) of, or registration,
declaration or filing with, or permit from, any national, federal, state, provincial, local or foreign government or
any court of competent jurisdiction, administrative agency or commission or other governmental or regulatory
authority or instrumentality, domestic or foreign (a “Governmental Entity”) is required to be obtained or
made by or with respect to Rome or any Rome Subsidiary in connection with the execution, delivery and
performance of this Agreement or the consummation of the Transactions, other than (i) compliance with and
filings under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the “HSR Act”),
(ii) the filing with the Securities and Exchange Commission (the “SEC”) of (A) a proxy statement relating
to the adoption of this Agreement by Rome’s stockholders (including any amendment or supplement thereto,
the “Proxy Statement”) and (B) such reports under Section 13 of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), as may be required in connection with this Agreement, the Merger and the
other Transactions, (iii) the filing of the Certificate of Merger with the Secretary of State of the State of
Delaware and appropriate documents with the relevant authorities of the other jurisdictions in which Rome or
any Rome Subsidiary is qualified to do business, (iv) such filings as may be required under applicable
Environmental Laws (as defined in Section 3.14(b)), (v) such filings as may be required in connection with
the taxes described in Section 6.09, and (vi) such other items (A) required solely by reason of the
participation of any Florence Parties (as opposed to any third party) in the Transactions or (B) that the
failure of which to be obtained or made, individually or in the aggregate, have not had and would not
reasonably be expected to have a Rome Material Adverse Effect.

(c) Rome and the Rome Board have taken all action necessary to (i) render the Rome Rights
inapplicable to this Agreement, the Merger and the other Transactions and (ii) ensure that (A) neither any
Florence Party nor any of their affiliates or associates is or will become an “Acquiring Person” (as defined in
the Rome Rights Agreement) by reason of this Agreement, the Merger or any other Transaction, (B) the
“Separation Time” (as defined in the Rome Rights Agreement) shall not occur by reason of this Agreement,
the Merger or any other Transaction, and (C) the Rome Rights shall expire immediately prior to the Effective
Time.



SECTION 3.06. SEC Documents; Undisclosed Liabilities. (a) Rome has filed with the SEC (or, in the
case of information provided under Item 7.01 of a report on Form 8-K, furnished to the SEC) all reports,
schedules, forms, statements and other documents required to be filed (or, in the case of information provided
under Item 7.01 of a report on Form 8-K, furnished) by Rome since January 1, 2002, pursuant to
Sections 13(a) and 15(d) of the Exchange Act (the “Rome SEC Documents”). Each Rome Subsidiary has
filed with the SEC all reports, schedules, forms, statements and other documents required to be filed by such
Rome Subsidiary since January 1, 2002, pursuant to Sections 13(a) and 15(d) of the Exchange Act.

(b) Except to the extent set forth in a later filed or furnished Rome SEC Document, as of its date, each
Rome SEC Document complied in all material respects with the requirements of the Exchange Act or the
Securities Act of 1933, as amended (the “Securities Act”), as the case may be, and the rules and regulations
of the SEC promulgated thereunder applicable to such Rome SEC Document, and did not contain any untrue
statement of a material fact or omit to state a material fact required to be stated therein or necessary in order
to make the statements therein, in light of the circumstances under which they were made, not misleading.
Except to the extent that information contained in any Rome SEC Document has been revised or superseded
by a later filed or furnished Rome SEC Document, none of the Rome SEC Documents contains any untrue
statement of a material fact or omits to state any material fact required to be stated therein or necessary in
order to make the statements therein, in light of the circumstances under which they were made, not
misleading; provided, however, that no representation is made as to any information furnished by Rome to the
SEC solely for purposes of complying with Regulation FD promulgated by the SEC under the Exchange Act.
The consolidated financial statements of Rome and the Rome Subsidiaries included in the Rome SEC
Documents comply as to form in all material respects with applicable accounting requirements and the
published rules and regulations of the SEC with respect thereto, have been prepared in accordance with
generally accepted accounting principles in the United States (“GAAP”) (except, in the case of unaudited
statements, as permitted by Form 10-Q of the SEC) applied on a consistent basis during the periods involved
(except as may be indicated in the notes thereto) and fairly present the consolidated financial position of
Rome and the consolidated Rome Subsidiaries as of the dates thereof and the consolidated results of their
operations and cash flows for the periods shown (subject, in the case of unaudited statements, to normal year-
end audit adjustments).

(c) Since the enactment of the Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”), Rome has
been in compliance, in all material respects, with all provisions of the Sarbanes-Oxley Act, including the rules
and regulations of the SEC promulgated thereunder, applicable to Rome and the Rome Subsidiaries.

(d) Except as set forth in the reports, schedules, forms, statements and other documents filed by Rome
with the SEC or furnished by Rome to the SEC, and in either case, publicly available prior to the date of this
Agreement (but excluding the portions of Rome’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2004 identified in Section 3.06(d) of the Rome Disclosure Letter, and the substantially
identical portions of any other such reports, schedules, forms, statements or other documents, the “Available
Rome SEC Documents™), as of the date of this Agreement, neither Rome nor any Rome Subsidiary has any
liabilities or obligations of any nature (whether accrued, absolute, contingent or otherwise) required by GAAP
to be set forth on a consolidated balance sheet of Rome and its consolidated subsidiaries or in the notes
thereto, other than any liabilities or obligations (A) reserved against, reflected or disclosed on the most recent
consolidated balance sheet of Rome and the Rome Subsidiaries (including the notes thereto) contained in the
Available Rome SEC Documents, (B) incurred in the ordinary course of business since the date of the most
recent financial statements included in the Available Rome SEC Documents, or (C) that, individually or in
the aggregate, have not had and would not reasonably be expected to have a Rome Material Adverse Effect.

SECTION 3.07. Information Supplied. None of the information supplied or to be supplied by Rome for
inclusion or incorporation by reference in the Proxy Statement will, at the date it is first mailed to Rome’s
stockholders or at the time of the Rome Stockholders Meeting (as defined in Section 6.01(a)), contain any
untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary
in order to make the statements therein, in light of the circumstances under which they are made, not
misleading; provided, that no representation is made by Rome with respect to statements made or
incorporated by reference in the Proxy Statement based on information supplied in writing by any Florence
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Party for inclusion or incorporation by reference therein. The Proxy Statement will comply as to form in all
material respects with the requirements of the Exchange Act and the rules and regulations thereunder, except
that no representation is made by Rome with respect to statements made or incorporated by reference therein
based on information supplied by any Florence Party for inclusion or incorporation by reference therein.

SECTION 3.08. Absence of Certain Changes or Events. Except as set forth in the Available Rome SEC
Documents, (a) from the date of the most recent financial statements included in the Available Rome SEC
Documents to the date of this Agreement, Rome and the Rome Subsidiaries (on a consolidated basis, taken as
a whole) have conducted their business only in the ordinary course consistent with past practice, and
(b) during such period there has not been:

(i) any event, change, effect or development that, individually or in the aggregate, has had or would
reasonably be expected to have a Rome Material Adverse Effect;

(ii) (A) any declaration, setting aside or payment of any dividend or other distribution (whether in
cash, stock or property) with respect to any Rome Capital Stock or any other capital stock or other equity
or voting interests of Rome or any Rome Subsidiary (other than pro rata dividends and distributions by a
direct or indirect Rome Subsidiary to the holders of its capital stock or other equity interests) or (B) any
repurchase, redemption or other acquisition by Rome of any Rome Capital Stock or any other capital
stock or other equity or voting interests of Rome or any Rome Subsidiary;

(iii) any split, combination or reclassification of any Rome Capital Stock or other equity or voting
interests in Rome or any issuance or the authorization of any issuance of any other securities in respect of,
in lieu of or in substitution for shares of Rome Capital Stock or other equity or voting interests in Rome;

(iv) (A) any granting by Rome or any Rome Subsidiary to any director or executive officer of Rome
or any Rome Subsidiary of any increase in compensation, except in the ordinary course of business
consistent with prior practice or as was required under employment agreements in effect as of the date of
the most recent financial statements included in the Available Rome SEC Documents, (B) any granting
by Rome or any Rome Subsidiary to any such director or executive officer of any increase in severance or
termination pay, except as was required under any employment, severance or termination agreements in
effect as of the date of the most recent financial statements included in the Available Rome SEC
Documents, or (C) any entry by Rome or any Rome Subsidiary into any employment, severance or
termination agreement with any such director or executive officer;

(v) any change in accounting methods, principles or practices by Rome or any Rome Subsidiary
materially affecting the consolidated assets, liabilities or results of operations of Rome, except insofar as
may have been required by a change in GAAP;

(vi) any material elections with respect to Taxes (as defined in Section 3.09(g)) by Rome or any
Rome Subsidiary or settlement or compromise by Rome or any Rome Subsidiary of any material Tax
liability or refund; or

(vil) any material “impairment” (within the meaning of Statement of Financial Accounting
Standards Number 142 entitled “Goodwill and other Intangible Assets” or Statement of Financial
Accounting Standards Number 144 entitled “Accounting for Impairment or Disposal of Long-Lived
Assets”) with respect to any of the assets of Rome or any Rome Subsidiary.

SECTION 3.09. Taxes. (a) Each of Rome and each Rome Subsidiary has timely filed, or has caused to
be timely filed on its behalf, all Tax Returns (as defined in Section 3.09(g) ) required to be filed by it, and all
such Tax Returns are true, complete and accurate, except to the extent any failure to file or any inaccuracies
in any filed Tax Returns, individually or in the aggregate, have not had and would not reasonably be expected
to have a Rome Material Adverse Effect. All Taxes shown to be due on such Tax Returns, or otherwise owed
by Rome and each Rome Subsidiary, have been timely paid, except to the extent that any failure to pay,
individually or in the aggregate, has not had and would not reasonably be expected to have a Rome Material
Adverse Effect.




(b) The most recent financial statements contained in the Available Rome SEC Documents reflect an
adequate reserve for all Taxes payable by Rome and the Rome Subsidiaries (in addition to any reserve for
deferred Taxes to reflect timing differences between book and tax items) for all Taxable periods and portions
thereof accrued through the date of such financial statements.

(c) No deficiency, refund litigation, adjustment, audit examination or matter in controversy with respect
to any Taxes has been proposed, asserted or assessed against Rome or any Rome Subsidiary, and no requests
for waivers of the applicable statute of limitations to assess any such Taxes are pending, except to the extent
any such deficiency or request for waiver, individually or in the aggregate, has not had and would not
reasonably be expected to have a Rome Material Adverse Effect. The Federal income Tax Returns of Rome
and each Rome Subsidiary consolidated in such Tax Returns have been examined by and settled with the
United States Internal Revenue Service, or have closed by virtue of the expiration of the relevant statute of
limitations, for all years through 2003. All assessments for Taxes due and owing by Rome or any Rome
Subsidiary with respect to completed and settled examinations or any concluded litigation have been fully
paid, except for any assessments that have not had and would not reasonably be expected to have a Rome
Material Adverse Effect.

(d) There are no Liens for Taxes (other than for current Taxes not yet due and payable) on the assets of
Rome or any Rome Subsidiary, except for any Liens that have not had and would not reasonably be expected
to have a Rome Material Adverse Effect. Neither Rome nor any Rome Subsidiary is bound by any agreement
with respect to Taxes (including with respect to a tax allocation agreement, a tax indemnification agreement,
or a tax sharing agreement or any advance pricing agreement, closing agreement or other agreement relating to
Taxes with any taxing authority). Neither Rome nor any Rome Subsidiary has any liability for the Taxes of
any person (other than Rome or any Rome Subsidiary) under Treasury Regulation Section 1.1502-6 (or any
similar provision of state, local, or foreign law) as a transferee or successor, by contract, or otherwise, as a
result of any consolidated, combined, unitary or aggregate group for Tax purposes of which such person was a
member, except for any liability that has not had and would not reasonably be expected to have a Rome
Material Adverse Effect.

(e) Neither Rome nor any Rome Subsidiary has constituted either a “distributing corporation” or a
“controlled corporation” or a successor thereto in a distribution of stock qualifying for Tax-free treatment
under Section 355 of the Code.

(f) Neither Rome nor any Rome Subsidiary has entered into any “listed transaction” as defined in
Treasury Regulation Section 1.6011-4(b) (1).

(g) For purposes of this Agreement:

“Taxes” includes (i) all forms of taxation, whenever created or imposed, and whether of the United
States or elsewhere, and whether imposed by a local, provincial, municipal, governmental, state, foreign,
federal, national or other Governmental Entity, or in connection with any agreement with respect to Taxes,
including but not limited to, any net income, alternative or add-on minimum tax, gross income, gross receipts,
sales, use, value added, ad valorem, transfer, franchise, profits, license, withholding, payroll, employment,
excise, severance, stamp, occupation, premium, property, environmental or windfall profit tax, custom duty or
other tax, governmental fee or other like assessment or charge of any kind whatsoever, together with all
interest, penalties and additions imposed with respect to such amounts (ii) liability for the payment of any
amount of the type described in clause (i) as a result of being a member of an affiliated, consolidated,
combined or unitary group and (iii) liability for the payment of any amounts as a result of being a transferee of
or a successor to any person or a party to any tax sharing agreement or as a result of an express or implied
obligation to indemnify any other person with respect to the payment of any amounts of the type described in
clause (i) or (ii).

“Tax Return” means all national, federal, state, local, provincial and foreign Tax returns, declarations,
statements, reports, schedules, forms and information returns and any amended Tax return relating to Taxes.

SECTION 3.10. Absence of Changes in Benefit Plans. Except as set forth in the Available Rome SEC
Documents, from the date of the most recent audited financial statements included in the Available Rome
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SEC Documents to the date of this Agreement, (i) there has not been any adoption or amendment in any
material respect by Rome or any Rome Subsidiary of any collective bargaining agreement or any bonus,
pension, profit sharing, deferred compensation, incentive compensation, stock ownership, stock purchase,
stock option, phantom stock, retirement, vacation, severance, disability, death benefit, hospitalization, medical
or other material compensation or benefit plan, program, policy, agreement, or arrangement established,
maintained, or contributed to, by Rome, any Rome Subsidiary, or any other Rome affiliate (which together
with Rome would be treated as a single employer under Section 414(b), (c), (m), or (o) of the Internal
Revenue Code of 1986, as amended (the “Code”)) (such Rome Subsidiaries and other Rome affiliates shall
hereinafter collectively be referred to as “ERISA Affiliates” and individually as an “ERISA Affiliate™)
providing benefits to any current or former employee, officer or director of Rome or any ERISA Affiliate, or
with respect to which Rome or any ERISA Affiliate has or would reasonably be expected to have any liability
(collectively, “Rome Benefit Plans”) and (ii) none of Rome or the Rome Subsidiaries have incurred any
material unfunded liability as a result of any adoption by Rome or any ERISA Affiliate of any Rome Benefit
Plan or any amendment to any Rome Benefit Plan. Except as set forth in the Available Rome SEC
Documents, as of the date of this Agreement there are no employment, consulting, indemnification, severance
or termination agreements or arrangements between Rome or any Rome Subsidiary and any current or former
executive officer or director of Rome or any Rome Subsidiary.

SECTION 3.11. ERISA Compliance; Excess Parachute Payments. (a) The Rome Disclosure Letter
contains a list of all Rome Benefit Plans that are “employee pension benefit plans” (as defined in Section 3(2)
of the Employee Retirement Income Security Act of 1974, as amended (“ERISA”)) (“Rome Pension
Plans”) or “employee welfare benefit plans” (as defined in Section 3(1) of ERISA) (“Rome Welfare
Plans”) and all other material Rome Benefit Plans. Each Rome Benefit Plan has been administered in
compliance with its terms, other than instances of noncompliance that, individually and in the aggregate, have
not had and would not reasonably be expected to have a Rome Material Adverse Effect. Rome has made
available to the Florence Parties true, complete and correct copies of (i) each Rome Benefit Plan (or, in the
case of any unwritten Rome Benefit Plan, a description thereof), (ii) the most recent annual report on
Form 5500 filed with the Internal Revenue Service with respect to each Rome Benefit Plan (if any such report
was required), (iii) the most recent summary plan description for each Rome Benefit Plan for which such
summary plan description is required or was otherwise prepared and (iv) each trust agreement, funding
arrangement, and group annuity contract, third party administration agreement and investment management
agreement relating to any Rome Benefit Plan.

(b) All Rome Pension Plans that are intended to be tax qualified have been the subject of determination
letters from the Internal Revenue Service to the effect that such Rome Pension Plans are qualified and exempt
from Federal income taxes under Sections 401(a) and 501(a), respectively, of the Code, and no such
determination letters have been revoked, and, to the knowledge of Rome, no such revocation has been
threatened. Each such determination letter is current in that it covers all of the provisions of each Rome
Pension Plan to which it relates (including changes required by applicable law) with respect to which the
Code Section 401 (b) remedial amendment period has expired as of the date of this Agreement, and with
respect to any such provisions with respect to which the Code Section 401 (b) remedial amendment period has
not expired as of the date of this Agreement, a timely application for a determination has been filed for such
Rome Pension Plan, and is pending before the Internal Revenue Service. To the knowledge of Rome, nothing
has occurred since the date of the determination letters that would reasonably be expected to materially
adversely affect the qualification of the Rome Pension Plans. Each trust intended to qualify under
Section 501(c)(9) of the Code so qualifies in form and in operation in all material respects, meets the
requirements of Section 505(c) of the Code and the regulations thereunder in all material respects, and has
received an opinion letter from the Internal Revenue Service that such trust so qualifies, and no fact or event
has occurred since the date of any opinion letter which could affect adversely the exempt status of any such
trust, except as has not had and would not reasonably be expected to have a Rome Material Adverse Effect.

(c) Rome and its ERISA Affiliates and all the Rome Benefit Plans are in compliance with all applicable
provisions of ERISA, the Code, and other applicable laws, except for instances of noncompliance that,
individually or in the aggregate, have not had and would not reasonably be expected to have a Rome Material
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Adverse Effect. All required reports and descriptions of the Rome Benefit Plans have been timely filed with
applicable government agencies and/or distributed to participants, except where the failure to be so filed or
distributed, individually or in the aggregate, has not had and would not reasonably be expected to have a Rome
Material Adverse Effect. There is not pending or, to the knowledge of Rome, threatened any litigation,
investigation or audit relating to the Rome Benefit Plans that, individually or in the aggregate, has had or
would reasonably be expected to have a Rome Material Adverse Effect.

(d) Except as individually and in the aggregate, has not had and would not reasonably be expected to
have a Rome Material Adverse Effect, none of Rome, any ERISA Affiliate, any officer of Rome or any
ERISA Affiliate or any of the Rome Benefit Plans which are subject to ERISA, including the Rome Pension
Plans, or, to the knowledge of Rome, any trusts created thereunder or any trustee or administrator thereof, has
engaged in a “prohibited transaction” (as such term is defined in Section 406 of ERISA or Section 4975 of
the Code) or any other breach of fiduciary responsibility that would reasonably be expected to subject Rome,
any ERISA Affiliate or any officer of Rome or any ERISA Affiliate to the tax or penalty on prohibited
transactions imposed by such Section 4975 or to any liability under Section 502 (i) or 502(1) of ERISA.

(e) Each Rome Benefit Plan that is a “group health plan” (as such term is defined in Sec-
tion 5000(b) (1) of the Code), complies with the applicable requirements of Section 4980B (f) of the Code,
other than instances of noncompliance that, individually and in the aggregate, have not had and would not
reasonably be expected to have a Rome Material Adverse Effect.

(f) Except as has not had and would not reasonably be expected to have a Rome Material Adverse
Effect, (A) neither Rome nor any of its ERISA Affiliates has within the six year period ending on the date
hereof, established, maintained, contributed to or has any liability with respect to, any material employee
benefit plan (i) subject to Title IV of ERISA, (ii) that has ever been a multiemployer plan within the
meaning of ERISA Section 3(37), ERISA Section 4001 (a) (3) or Code Section 414(f), (iii) that has ever
been subject to Code Section 412 or ERISA Section 302, or (iv) that has ever been a “multiple employer
welfare plan” or a “multiple employer welfare arrangement” within the meaning of ERISA Sec-
tion 514(b) (6) or a welfare benefit fund within the meaning of Code Section 419(e), and (B) none of Rome,
any ERISA Affiliate nor any Rome Welfare Plan has ever provided or has any obligation to provide in the
future to current or former employees any material medical, life insurance or other welfare benefits after
retirement or other termination of service, other than coverage mandated by applicable Law.

(g) Except as would not reasonably be expected to have a Rome Material Adverse Effect, neither the
execution and delivery of this Agreement nor the consummation of the transactions contemplated herein will
(a) result in any payment (including severance, unemployment compensation, golden parachute, or other-
wise) becoming due to any director, employee or independent contractor of Rome or any ERISA Affiliate,
(b) increase any benefits otherwise payable under any Rome Benefit Plan, or (c) result in any acceleration of
the time of payment or vesting of any benefit under any Rome Benefit Plan. Neither Rome nor any ERISA
Affiliate, nor any of their officers or directors, has taken any direct or indirect action which obligates Rome or
any ERISA Affiliate to institute, modify or change, any Rome Benefit Plan, or the manner in which
contributions to any Rome Benefit Plan are made or the basis on which such contributions are determined,
except for such institutions, modifications or changes that, individually or in the aggregate, have not had and
would not reasonably be expected to have a Rome Material Adverse Effect. The deduction of any amount
payable pursuant to the terms of the Rome Benefit Plans would not be subject to disallowance under Code
Section 162(m) (before giving effect to Code Section 162(m) (4) (F)) for any taxable years of Rome ending
prior to the date hereof.

(h) Other than payments that may be made to the persons listed in the Rome Disclosure Letter (the
“Primary Rome Executives’), any amount that could be received (whether in cash or property or the vesting
of property) as a result of the Merger or any other Transaction by any employee, officer or director of Rome or
any of its affiliates who is a “disqualified individual” (as such term is defined in Treasury Regulation Sec-
tion 1.280G-1) under any employment, severance or termination agreement, other compensation arrangement
or Rome Benefit Plan currently in effect would not be characterized as an “excess parachute payment” (as
defined in Section 280G (b) (1) of the Code) and except as set forth in the Available Rome SEC Documents
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and except for obligations with respect to Primary Rome Executives, neither Rome nor any of its ERISA
Affiliates will be required to “gross up” or otherwise compensate any such Primary Rome Executive in respect
thereof.

SECTION 3.12. Litigation. Except as set forth in the Available Rome SEC Documents, as of the date of
this Agreement, (i) there is no suit, claim, demand, action or proceeding pending or, to the knowledge of
Rome, threatened against Rome or any Rome Subsidiary or any of their respective assets that, individually or
in the aggregate, has had or would reasonably be expected to have a Rome Material Adverse Effect, and
(ii) there is no Judgment outstanding against, or consent decree binding upon, Rome or any Rome Subsidiary
that individually or in the aggregate, has had or would reasonably be expected to have a Rome Material
Adverse Effect. Except as set forth in the Available Rome SEC Documents, to the knowledge of Rome, there
is not any active or impending investigation, compliance review, inspection, hearing, administrative or other
proceeding, notice of violation, order of forfeiture or complaint by any Governmental Entity against Rome or
any Rome Subsidiary that individually or in the aggregate, has had or would reasonably be expected to have a
Rome Material Adverse Effect.

SECTION 3.13. Compliance with Applicable Laws. Except as set forth in the Available Rome SEC
Documents, to the knowledge of Rome, Rome and the Rome Subsidiaries are in compliance with all
applicable Laws and Judgments of any Governmental Entity applicable to their businesses and operations,
except for instances of noncompliance that, individually and in the aggregate, have not had and would not
reasonably be expected to have a Rome Material Adverse Effect. Except as set forth in the Available Rome
SEC Documents, neither Rome nor any Rome Subsidiary has received any written communication or, to the
knowledge of Rome, any other communication since January 1, 2002, from a Governmental Entity that alleges
that Rome or a Rome Subsidiary is not in compliance in any material respect with any applicable Law or
Judgment of any Governmental Entity applicable to its businesses and operations. Except as set forth in the
Available Rome SEC Documents, neither Rome nor any Rome Subsidiary is in violation of, default under,
nor has any event occurred giving to any other person any right of termination, amendment or cancellation of],
with or without notice or lapse of time or both, any Permit of Rome or any Rome Subsidiary, except for any
such violations, defaults, events, terminations, amendments or cancellations that, individually or in the
aggregate, have not had and would not reasonably be expected to have a Rome Material Adverse Effect. This
Section 3.13 does not relate to matters with respect to Taxes, which are the subject of Section 3.09, to matters
with respect to Environmental Law, which are the subject of Section 3.14 or to matters with respect to
HIPAA (as defined in Section 3.20), or federal or state statutes related to health care matters, including false
or fraudulent claims and healthcare fraud and abuse matters, which are the subject to Section 3.20.

SECTION 3.14. Environmental Matters. (a) Except as disclosed in the Available Rome SEC
Documents and except for such matters that individually or in the aggregate would not reasonably be expected
to have a Rome Material Adverse Effect: (i) Rome and each Rome Subsidiary possesses all Environmental
Permits (as defined below) necessary to conduct its businesses and operations in compliance with all
Environmental Laws (as defined below); (ii) to the knowledge of Rome, Rome and each Rome Subsidiary
has been and is in compliance with all applicable Environmental Laws and all applicable Environmental
Permits, and none of Rome or the Rome Subsidiaries has received any written communication from any
Governmental Entity that alleges that Rome or any Rome Subsidiary has violated or is liable under any
Environmental Law or Environmental Permit; (iii) there are no Environmental Claims (as defined below)
pending or, to the knowledge of Rome, threatened (A) against Rome or any Rome Subsidiary or (B) against
any person whose liability for any such Environmental Claim has been retained or assumed by Rome or any
Rome Subsidiary, either contractually or by operation of law; and (iv) to the knowledge of Rome, there have
been no Releases (as defined below) of any Hazardous Materials (as defined below) at or from any property
or facility owned or operated by Rome or any Rome Subsidiary that would reasonably be expected to form the
basis of any Environmental Claim against Rome or any Rome Subsidiary or any liability on the part of Rome
or any Rome Subsidiary under any Environmental Law or Environmental Permit.

(b) For the purposes of this Agreement: (A) “Environmental Claims” means any and all administrative,
regulatory or judicial actions, orders, decrees, suits, demands, demand letters, directives, claims, liens,
investigations, proceedings or notices of noncompliance or violation by any Governmental Entity or other

13



person alleging liability arising out of, based on or related to (x) the presence, Release or threatened Release
of, or exposure to, any Hazardous Materials at any location, whether or not owned, operated, leased or
managed by Rome or any Rome Subsidiary, or (y) any other circumstances forming the basis of any violation
or alleged violation of any Environmental Law or Environmental Permit; (B) “Environmental Laws” means
all applicable laws, rules, regulations, orders, decrees, common law, judgments or any binding agreements
issued, promulgated or entered into by Rome or any Rome Subsidiary with any Governmental Entity relating
to pollution or protection of the environment (including ambient air, surface water, groundwater, soils,
subsurface strata and natural resources) or to human health and safety, including laws and regulations relating
to the presence of, exposure to, Release of or threatened Release of Hazardous Materials or otherwise relating
to the generation, manufacture, processing, distribution, use, treatment, storage, recycling, transport, handling
of, or the arrangement for such activities with respect to, Hazardous Materials; (C) “Environmental Permits”
means all permits, licenses, certificates, registrations, waivers, exemptions and other authorizations required
under applicable Environmental Laws; (D) “Hazardous Materials” means any substance which is regulated
by (or is present at levels or in concentrations that require remediation under) environmental laws, and
includes, without limitation, (x) any and all materials or substances which are defined as hazardous waste,
extremely hazardous waste or a hazardous substance pursuant to state, federal or local governmental law;
(y) asbestos and asbestos containing materials; (z) polychlorinated biphenyls; (aa) petroleum products,
including without limitation, crude oil, constituents of petroleum products, and substances derived from
petroleum; (bb) urea formaldehyde and related substances; (cc) radon and other radioactive substances;
(dd) substances which are toxic, ignitable, reactive; (ee) medical, biological, and biohazardous materials,
including without limitation infectious substances, biological products, cultures and stocks, diagnostic
specimen or regulated medical waste as defined in 49 CFR sec. 173.134(a) and any other infectious materials,
bodily fluids or excrement or similar such wastes and (ff) mold, fungi, and other allergens and (E) “Release”
means any release, spill, emission, leaking, dumping, injection, pouring, deposit, disposal, discharge, dispersal,
leaching or migration into or through the environment (including ambient air, surface water, groundwater,
land surface or subsurface strata) or within any building, structure, facility or fixture.

SECTION 3.15. Contracts. (a) All Contracts to which Rome or any Rome Subsidiary is a party as of the
date hereof or to which any of their respective properties or assets is subject as of the date hereof that are
required pursuant to Item 601 of Regulation S-K under the Exchange Act to be filed as an exhibit to any
Available Rome SEC Document have been filed as an exhibit to such Available Rome SEC Document (such
filed Contracts, the “Filed Contracts”). To the knowledge of Rome, all the Filed Contracts are valid and in
effect, except as set forth in the Available Rome SEC Documents, except to the extent they have previously
expired or terminated in accordance with their terms and except for any invalidity or failure to be in effect
that, individually or in the aggregate, has not had and would not reasonably be expected to have a Rome
Material Adverse Effect. As of the date hereof, none of Rome or any Rome Subsidiary is in violation of or
default under any Filed Contract, except as set forth in the Available Rome SEC Documents and except for
such violations or defaults that individually or in the aggregate have not had and would not reasonably be
expected to have a Rome Material Adverse Effect.

(b) Rome has made available to the Florence Parties in the data room prepared for the Transactions true
and complete copies of (i) substantially all medical director agreements and (ii) substantially all joint venture
contracts, partnership agreements and other agreements involving a sharing of profits, losses, costs or liabilities
of Rome or any Rome Subsidiary, in each case to which Rome or any Rome Subsidiary is a party as of the
date of this Agreement. Rome has made available to the Florence Parties in such data room a schedule
identifying each material agreement with a third party payor to which Rome or any Rome Subsidiary is a party
as of the date of this Agreement.

SECTION 3.16. Intellectual Property. Rome and the Rome Subsidiaries own, or are validly licensed or
otherwise have the right to use, all patents, patent rights, trademarks, trademark rights, trade names, trade
name rights, service marks, service mark rights, copyrights and other proprietary intellectual property rights
and computer programs (collectively, “Intellectual Property Rights™) that are used or held for use in the
conduct of the business of Rome and the Rome Subsidiaries as of the date hereof, except to the extent that the
failure to own or have the right to use any such Intellectual Property Right, individually or in the aggregate,
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has not had or would not reasonably be expected to have a Rome Material Adverse Effect. To the knowledge
of Rome, none of Rome or any Rome Subsidiary is infringing the rights of any person with regard to any
Intellectual Property Right, except for any infringement that, individually or in the aggregate, has not had and
would not reasonably be expected to have a Rome Material Adverse Effect. No claims are pending or, to the
knowledge of Rome, threatened alleging that Rome or any Rome Subsidiary is infringing or otherwise
adversely affecting the rights of any person with regard to any Intellectual Property Right, except for any
pending or threatened claims that, individually or in the aggregate, have not had and would not reasonably be
expected to have a Rome Material Adverse Effect. To the knowledge of Rome, no person is infringing the
rights of Rome or any Rome Subsidiary with respect to any Intellectual Property Right, except for any
infringement that, individually or in the aggregate, has not had and would not reasonably be expected to have a
Rome Material Adverse Effect.

SECTION 3.17. Assets. Except as set forth in the Available Rome SEC Documents, Rome or a Rome
Subsidiary has good title to, or valid leasehold interests in, all of the properties and assets (other than
Intellectual Property Rights which are addressed in Section 3.16) that are used in the conduct of the business
of Rome and the Rome Subsidiaries as of the date hereof and reflected as assets on the most recent
consolidated balance sheet of Rome and the Rome Subsidiaries included in the Available Rome SEC
Documents, except (i) for inventories and other assets as have been exhausted or disposed of in the ordinary
course of business and (ii) for any defects in title, easements, restrictive covenants and similar encumbrances
or impediments that, individually or in the aggregate, have not had and would not reasonably be expected to
have a Rome Material Adverse Effect. Except as set forth in the Available Rome SEC Documents, all such
assets and properties, other than assets and properties in which Rome or any of the Rome Subsidiaries has
leasehold interests, are owned by Rome or a Rome Subsidiary free and clear of all Liens, except for Liens that,
individually or in the aggregate, have not had and would not reasonably be expected to have a Rome Material
Adverse Effect.

SECTION 3.18. Brokers. No broker, investment banker, financial advisor or other person, other than
Banc of America Securities LLC and Morgan Stanley & Co., the fees and expenses of which will be paid by
Rome, is entitled to any broker’s, finder’s, financial advisor’s or other similar fee or commission in connection
with the Merger and the other Transactions based upon arrangements made by or on behalf of Rome.

SECTION 3.19. Opinion of Financial Advisor. Rome has received the opinion of Morgan Stanley & Co.
Incorporated, dated May 3, 2005, to the effect that, as of such date, the consideration to be received in the
Merger by the holders of Rome Common Stock is fair from a financial point of view.

SECTION 3.20. Fraud and Abuse Stark; False Claims; HIPAA; Medicare Program. To the knowledge
of Rome and except for matters that, individually or in the aggregate, have not had and would not reasonably
be expected to have a Rome Material Adverse Effect: (A) none of Rome and the Rome Subsidiaries,
(B) none of the predecessors of Rome and the Rome Subsidiaries in respect of any dialysis or other business
to which Rome or any Rome Subsidiary succeeded and (C) no person or entity providing professional, billing,
management and/or marketing services to or on behalf of Rome or any Rome Subsidiary has engaged in any
activities that are prohibited under 42 U.S.C. Section 1320a-7b, 42 U.S.C. Section 1320a-7, 42 U.S.C.
Section 1395nn or 31 U.S.C. Section 3729-3733 (or any other federal or state statute related to false or
fraudulent claims) or the regulations promulgated under such statutes including but not limited to the
following: (a) knowingly and willfully making or causing to be made a false statement or representation of a
fact in any application for any benefit or payment from any federal or state health care program, including
Medicare and Medicaid, (b) knowingly and willfully making or causing to be made any false statement or
representation of a fact for use in determining rights to any benefit or payment from any federal or state health
care program, including Medicare and Medicaid, (c) failing to disclose knowledge by a claimant of the
occurrence of any event affecting the initial or continued right to any benefit or payment on its own behalf or
on behalf of another, with intent fraudulently to secure any benefit or payment from any federal or state health
care program, including Medicare and Medicaid and (d) knowingly and willfully soliciting, offering, paying or
receiving any remuneration (including any kickback, bribe or rebate), directly or indirectly, overtly or
covertly, in cash or in kind or offering to pay or receive such remuneration (i) in return for referring an
individual to a person for the furnishing or arranging for the furnishing of any item or service for which
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payment may be made in whole or in part by any federal or state health care program, including Medicare and
Medicaid, or (ii) in return for purchasing, leasing or ordering or arranging for or recommending purchasing,
leasing, or ordering any good, facility, service or item for which payment may be made in whole or in part by
any federal or state health care program, including Medicare and Medicaid. To the knowledge of Rome and
except for matters that, individually or in the aggregate, have not had and would not reasonably be expected to
have a Rome Material Adverse Effect: (1) none of Rome, the Rome Subsidiaries and their respective
predecessors in respect of any dialysis or other business to which any of Rome and the Rome Subsidiaries have
succeeded has engaged in activities that are prohibited under the applicable administrative simplification
provisions of the Health Insurance Portability and Accountability Act of 1996, including the criminal
provisions thereunder related to federal health care offenses, or any regulations promulgated thereunder
(collectively, “HIPAA”), and (2) Rome and the Rome Subsidiaries are in compliance with HIPAA,
including applicable HIPAA administrative simplification provisions and the standards and regulations
regarding privacy, security and transaction and code set standards, as well as applicable state laws and
regulations respecting privacy and data security. Except as set forth in the Available Rome SEC Documents,
the dialysis centers of Rome and the Rome Subsidiaries that are currently operating and accepting patients
under the Medicare Program are providers in good standing with the Medicare Program, except for such
failures to be in good standing that individually or in the aggregate have not had and would not reasonably be
expected to have a Rome Material Adverse Effect.

ARTICLE 1V

Representations and Warranties of the Florence Parties

The Florence Parties, jointly and severally, represent and warrant to Rome that, except as set forth in the
letter, dated as of the date of this Agreement, from the Florence Parties to Rome (the “Florence Parties’
Disclosure Letter”):

SECTION 4.01. Organization, Standing and Power. (a) Each of Fresenius AG, a corporation organized
under the laws of the Federal Republic of Germany and the controlling shareholder of FME AG (“Florence
Parent”), and FME AG is a stock corporation duly organized and validly existing under the laws of the
Federal Republic of Germany. FME is a corporation duly organized and validly existing under the laws of the
State of New York. Sub is a corporation duly organized and validly existing under the laws of the State of
Delaware. Each of Florence Parent, FME AG, FME and Sub has full corporate power and authority and
possesses all governmental franchises, licenses, permits, authorizations and approvals necessary to enable it to
own, lease or otherwise hold its properties and assets and to conduct its businesses as presently conducted,
other than such franchises, licenses, permits, authorizations and approvals the lack of which, individually or in
the aggregate, has not had and would not reasonably be expected to have a Florence Material Adverse Effect
(as defined below). For purposes of this Agreement: a “Florence Material Adverse Effect” means (A) a
material adverse effect on the ability of any of the Florence Parties to perform their respective obligations
under this Agreement or (B) a material adverse effect on the ability of FME or Sub to consummate the
Merger or any Florence Party to consummate the other Transactions.

(b) The Florence Parties have made available to Rome true and complete copies of (i) Articles of
Association of Florence Parent, as amended to the date of this Agreement (as so amended, the “Florence
Parent Charter”), together with an English-language translation thereof, (ii) the Articles of Association of
FME AG, as amended to the date of this Agreement (as so amended, the “FME AG Charter”), together
with an English-language translation thereof, (iii) the Certificate of Incorporation and bylaws of FME, in
each case as amended to the date of this Agreement (as so amended, the “FME Charter”) and (iv) the
certificate of incorporation and by-laws of Sub, in each case as amended through the date of this Agreement.

SECTION 4.02. Sub. (a) Since the date of its incorporation, Sub has not carried on any business or
conducted any operations other than the execution of this Agreement, the performance of its obligations
hereunder and matters ancillary thereto.
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(b) The authorized capital stock of Sub consists of 3,000 shares of common stock, par value $0.01 per
share. At the close of business on May 2, 2005, 100 shares of Sub common stock were outstanding, all of
which have been validly issued, are fully paid and nonassessable, and are owned by FME free and clear of any
Liens.

SECTION 4.03. Authority; Execution and Delivery; Enforceability. (a) Each Florence Party has all
requisite corporate power and authority to execute and deliver this Agreement and to consummate the
Transactions. The execution and delivery by each Florence Party of this Agreement and the consummation by
it of the Transactions have been duly authorized by all necessary corporate action on the part of such Florence
Party. Each Florence Party has duly executed and delivered this Agreement, and this Agreement constitutes
its legal, valid and binding obligation, enforceable against it in accordance with its terms.

(b)Each of the Supervisory Board of Florence Parent, the Managing Board of Florence Parent, the
Supervisory Board of FME AG, the Managing Board of FME AG, and the Board of Directors of FME at a
meeting of such body duly called and held, or pursuant to a written consent in lieu of such meeting, as the case
may be, duly adopted resolutions approving this Agreement, the Merger and the other Transactions.

(c) FME, as sole stockholder of Sub, has adopted this Agreement.

(d) No consent of, or approval or adoption by, the holders of any class of capital stock of Florence Parent,
FME AG or of FME is required for the execution and delivery of this Agreement and the consummation of
the Merger and the other Transactions.

SECTION 4.04. No Conflicts; Consents. (a) The execution and delivery by each Florence Party of this
Agreement, do not, and the consummation of the Merger and the other Transactions and compliance with the
terms hereof will not, conflict with, or result in any violation of or default (with or without notice or lapse of
time, or both) under, or give rise to a right of termination, cancelation or acceleration of any obligation or to
loss of a material benefit under, or result in the creation of any Lien upon any of the properties or assets of any
Florence Party or any of their respective subsidiaries under, any provision of (i) the Florence Parent Charter,
the FME AG Charter, the FME Charter, certificate of incorporation or by-laws of Sub or the charter or
organizational documents of any subsidiary of FME other than Sub, (ii) any Contract to which any Florence
Party or any of their respective subsidiaries is a party or by which any of their respective properties or assets is
bound, or (iii) subject to the filings and other matters referred to in Section 4.04(b), any Judgment or Law
applicable to any Florence Party or any of their respective subsidiaries or their respective properties or assets,
other than, in the case of clauses (ii) and (iii) above, any such items that, individually or in the aggregate,
have not had and would not reasonably be expected to have a Florence Material Adverse Effect.

(b) No Consent of, or registration, declaration or filing with, any Governmental Entity is required to be
obtained or made by or with respect to any Florence Party or any of their respective subsidiaries in connection
with the execution, delivery and performance of this Agreement or the consummation of the Transactions,
other than (i) compliance with and filings under the HSR Act, (ii) the filing with the SEC of (A) the Proxy
Statement and (B) such reports under Sections 13 and 16 of the Exchange Act, as may be required in
connection with this Agreement, the Merger and the other Transactions, (iii) the filing of the Certificate of
Merger with the Secretary of State of the State of Delaware, (iv) such filings as may be required under
applicable Environmental Laws, (v) such filings as may be required in connection with the taxes described in
Section 6.09, (vi) such of the foregoing as may be required in connection with the Financing (as defined in
Section 4.07(a)) and (vii) such other items (A) required solely by reason of the participation of Rome (as
opposed to any third party) in the Transactions or (B) the failure of which to be obtained or made,
individually or in the aggregate, have not had and would not reasonably be expected to have a Florence
Material Adverse Effect.

SECTION 4.05. Information Supplied. None of the information supplied in writing or to be supplied in
writing by any Florence Party for inclusion or incorporation by reference in the Proxy Statement will, at the
date it is first mailed to Rome’s stockholders or at the time of the Rome Stockholders Meeting, contain any
untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary
in order to make the statements therein, in light of the circumstances under which they are made, not
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misleading; provided, that no representation is made by the Florence Parties with respect to statements made
or incorporated by reference in any of the foregoing documents based on information supplied by Rome for
inclusion or incorporation by reference therein.

SECTION 4.06. Brokers. No broker, investment banker, financial advisor or other person, other than
Deutsche Bank, the fees and expenses of which will be paid by a Florence Party, is entitled to any broker’s,
finder’s, financial advisor’s or other similar fee or commission in connection with the Merger and the other
Transactions based upon arrangements made by or on behalf of the Florence Parties.

SECTION 4.07. Financing. (a) FME AG and FME have received a commitment letter dated April 29,
2005, from Bank of America, N.A. and Deutsche Bank AG New York Branch (the “Lenders”) relating to the
commitment of the Lenders to provide the financing required to consummate the Merger and pay the Merger
Consideration, to refinance all existing indebtedness of Rome, and to pay related fees and expenses. The
financing required to consummate the Merger and pay the Merger Consideration, to refinance all existing
indebtedness of Rome, and to pay related fees and expenses is collectively referred to in this Agreement as the
“Financing”. FME AG has provided Rome with a complete and correct copy of such letter (including all
attachments thereto, the Fee Letter referred to therein and all side letters in respect thereof) (collectively, the
“Commitment Letter””). As of the date of this Agreement, FME AG has no reason to believe that any of the
conditions to the Financing will not be satisfied or that the funds for the Financing will not be available on a
timely basis for the transactions contemplated by this Agreement.

(b) Assuming Rome is not Insolvent (as defined below) prior to the Effective Time, immediately after
the Effective Time and after giving effect to any change in the Surviving Corporation’s assets and liabilities as
a result of the Merger, the Surviving Corporation will not (i) be insolvent (insolvency being determined either
because the financial condition of the Surviving Corporation is such that the sum of its debts is greater than
the fair value of its assets or because the fair saleable value of the Surviving Corporation’s assets is less than
the amount required to pay its probable liability on existing debts as they mature), (ii) have unreasonably
small capital with which to engage in its business, or (iii) have incurred liabilities beyond its ability to pay as
they become due. For purposes hereof, Rome will be deemed to be “Insolvent” if any of the conditions
described in clause (i), (ii) or (iii) above is applicable to Rome prior to the Effective Time.

ARTICLE V

Covenants Relating to Conduct of Business

SECTION 5.01. Conduct of Business. (a) Conduct of Business by Rome. Except for matters set forth in
the Rome Disclosure Letter or otherwise contemplated by this Agreement, from the date of this Agreement to
the Effective Time Rome shall, and shall cause each Rome Subsidiary to, conduct its business in the usual,
regular and ordinary course substantially consistent with past practice. In addition, and without limiting the
generality of the foregoing, except for matters set forth in the Rome Disclosure Letter or otherwise
contemplated by this Agreement, from the date of this Agreement to the Effective Time, Rome shall not, and
shall not permit any Rome Subsidiary to, do any of the following without the prior written consent of FME:

(i) (A) declare, set aside or pay any dividends on, or make any other distributions in respect of, any
of its capital stock, other than pro rata dividends and distributions by a direct or indirect Rome Subsidiary
to the holders of its capital stock or other equity interests, (B) split, combine or reclassify any of its
capital stock or issue or authorize the issuance of any other securities in respect of, in lieu of or in
substitution for shares of its capital stock, (C) purchase, redeem or otherwise acquire any shares of
capital stock of Rome or any Rome Subsidiary or any other securities thereof or any rights, warrants or
options to acquire any such shares or other securities, (D) enter into a contractual obligation to vote any
shares of the capital stock of, or other equity or voting interests in, any Rome Subsidiary or (E) amend its
certificate of incorporation, by-laws or other comparable charter or organizational documents;

(i1) issue, deliver, sell, authorize or grant (A) any shares of its capital stock, (B) any Rome Voting
Debt or other voting securities, (C) any securities convertible into or exchangeable for, or any options,
warrants or rights to acquire, any such shares, Rome Voting Debt, voting securities or convertible or

18



exchangeable securities or (D) any “phantom” stock, “phantom” stock rights, stock appreciation rights
or stock-based performance units, other than the (1) issuance of Rome Common Stock (and associated
Rome Rights) upon the exercise of Rome Stock Options and rights under the Rome ESPP (as defined in
Section 6.04(¢)) outstanding on the date of this Agreement and in accordance with their present terms,
and (2) if applicable, the issuance of Rome Capital Stock upon the exercise of Rome Rights;

(iii) enter into or complete any acquisitions (whether by means of merger, share exchange,
consolidation, tender offer, asset purchase or otherwise) and other business combinations (collectively,
“Acquisitions”) of any business or any corporation, partnership, association or other business organiza-
tion or division thereof or of any additional assets outside the ordinary course of business in connection
with the day to day operations of Rome and the Rome Subsidiaries, other than (A) the Acquisitions set
forth in the Rome Disclosure Letters and (B) Acquisitions of any business, corporation, partnership,
association or other business organization or division thereof or interest therein having a value of less than
$20,000,000, individually, and less than $100,000,000, in the aggregate (provided that such aggregate
limit shall be increased to $150,000,000 in the event that the Closing has not occurred on or prior to
December 31, 2005); provided, that such Acquisition would not reasonably be expected to increase in any
material respect the divestitures that may be required pursuant to Section 6.03 hereof;

(iv) (A) other than in the ordinary course of business consistent with past practice with respect to
employees (but not directors or officers of Rome or any Rome subsidiary), enter into, adopt, amend
(except for such amendments as may be required by law) or terminate, in any material respect, any
Rome Benefit Plan, or any other employee benefit plan or any agreement, arrangement, plan or policy
between Rome or a Rome Subsidiary and one or more of its directors, officers or employees, (B) except
as required by any plan or arrangement as in effect as of the date hereof, and except for normal payments,
awards and increases in the ordinary course of business consistent with past practice with respect to
employees (but not directors and officers of Rome or any Rome Subsidiary), increase in any manner the
compensation or fringe benefits of any director, officer or employee or pay any benefit not required by any
contract, plan or arrangement as in effect as of the date hereof or enter into any contract, agreement,
commitment or arrangement to do any of the foregoing; provided, however, that notwithstanding the
foregoing, Rome may, with the approval of the Florence Parties (such approval not to be unreasonably
withheld or delayed), increase the compensation (excluding severance benefits) of directors and officers
of Rome or any Rome Subsidiary after December 31, 2005, consistent with past practice, (C) except
pursuant to Section 6.04, enter into or renew any contract, agreement, commitment or arrangement
(other than a renewal occurring in accordance with the terms thereof) providing for the payment to any
director, officer or employee of such party of compensation or benefits contingent, or the terms of which
are materially altered, upon the occurrence of any of the transactions contemplated by this Agreement,
(D) take any action to provide that the consummation of the Merger shall result in the acceleration or
other modification of (x) the vesting or other material terms of any Rome Stock Option, restricted stock
award or unit or other equity related award or (y) other benefits under any Rome Benefit Plan except to
the extent that such acceleration or other modification is consistent with the terms as of the date of this
Agreement of such Rome Stock Option, other award or unit or Rome Benefit Plan, or (E) establish,
adopt, enter into or amend in any material respect any collective bargaining agreement, except as required
by Law or in the ordinary course of business consistent with past practice;

(v) make any change in financial or tax accounting methods, principles or practices materially
affecting the reported consolidated assets, liabilities or results of operations of Rome and the Rome
Subsidiaries, except insofar as may have been required by a change in GAAP or concurred with by
Rome’s independent auditors;

(vi) sell, lease (as lessor), license, assign or otherwise dispose of or subject to any Lien any
properties or assets (including capital stock of subsidiaries and indebtedness of others) that are material,
individually or in the aggregate, to Rome and the Rome Subsidiaries, taken as a whole, except sales of
inventory and excess or obsolete assets in the ordinary course of business consistent with past practice;
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(vii) (A) incur, create or assume any indebtedness for borrowed money or guarantee any such
indebtedness of another person, issue or sell any debt securities or warrants or other rights to acquire any
debt securities of Rome or any Rome Subsidiary, guarantee any debt securities of another person, enter
into any “keep well” or other agreement to maintain any financial statement condition of another person
or enter into any arrangement having the economic effect of any of the foregoing, except for short-term
borrowings (x) incurred to refinance indebtedness of Rome or the Rome Subsidiaries outstanding on the
date of this Agreement (or to refinance indebtedness incurred pursuant to this clause (x) or clause (y))
or (y) additional short-term borrowings (1) incurred for general corporate purposes in an aggregate
amount outstanding at any time not to exceed $30,000,000 or (2) incurred in connection with
Acquisitions permitted pursuant to Section 5.01(a) (iii), or (B) make any loans, advances or capital
contributions to, or investments in, any other person, other than to or in Rome or any direct or indirect
wholly owned Rome Subsidiary;

(viii) make or agree to make any new capital expenditure or expenditures that, individually, is in
excess of $2,500,000 or, in the aggregate during any calendar month, are in excess of $7,000,000;

(ix) change its annual Tax accounting period or make or change any material Tax election or settle
or compromise any material Tax liability or refund;

(x) (A) pay, discharge, settle or satisfy any material claims, material liabilities or material
obligations (absolute, accrued, asserted or unasserted, contingent or otherwise), other than the payment,
discharge or satisfaction, in the ordinary course of business consistent with past practice or in accordance
with their terms, of liabilities reflected or reserved against in, or contemplated by, the most recent
consolidated financial statements (or the notes thereto) of Rome included in the Available Rome SEC
Documents or incurred since the date of such financial statements in the ordinary course of business
consistent with past practice, (B) cancel any material indebtedness owed to Rome (individually or in the
aggregate) or waive any claims or rights of substantial value, or (C) other than as contemplated by the
last sentence of Section 5.02(a), waive the benefits of, or agree to modify in any manner, any
confidentiality, standstill or similar agreement to which Rome or any Rome Subsidiary is a party; or

(xi) adopt a plan of complete or partial liquidation of Rome or any material Rome Subsidiary or
resolutions providing for or authorizing such a liquidation or a dissolution, restructuring, recapitalization
or reorganization of Rome or any material Rome Subsidiary;

(xii) enter into or otherwise become party to any Contract that contains a material non-competition
covenant or similar restriction on the ability of Rome or FME or any of their respective subsidiaries to
conduct, from and after the Closing, any of their businesses in any geographical area, except for
customary non-competition covenants or similar restrictions included in joint venture agreements entered
into by Rome or a Rome Subsidiary consistent with past practice; provided, that Rome shall offer FME a
reasonable opportunity to review and approve (such approval not to be unreasonably withheld or delayed)
any such covenant or similar restriction prior to Rome’s entry into or agreeing to become party to such
Contract, and provided further that if FME does not approve any such Contract, Rome may enter into
such Contract only if it has a reasonable basis for doing so.

(xiii) settle any litigation commenced after the date hereof against Rome or any of its directors by
any stockholder of Rome relating to this Agreement, the Merger, any other transaction contemplated
hereby or thereby, without the prior written consent of FME, which consent shall not be unreasonably
withheld or delayed; or

(xiv) authorize any of, or commit or agree to take any of, the foregoing actions.

(b) Conduct of Business of FME AG. Except for matters set forth in the Florence Parties’ Disclosure
Letter or otherwise contemplated by this Agreement, from the date of this Agreement to the Effective Time,
FME AG shall not, and shall not permit Florence Parent or any subsidiary of Florence Parent to, do any of the
following without the prior written consent of Rome:
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(i) acquire or agree to acquire any business or any corporation, partnership, joint venture,
association or other business organization or division thereof or any assets if any such acquisition or
agreement would have or reasonably be expected to have a Florence Material Adverse Effect; provided
that this Section 5.01(b) (i) shall not limit or diminish in any respect the Florence Parties’ obligations
under Section 6.03; or

(ii) authorize any of, or commit or agree to take any of, the foregoing actions.

(c) Other Actions. Except as otherwise permitted by Section 5.02, Rome shall not, and shall not permit
any Rome Subsidiary to, take any action that would, or that would reasonably be expected to, result in any
condition to the Merger set forth in Article VII, not being satisfied. Except as otherwise permitted by
Section 5.02, the Florence Parties shall not, and shall not permit Florence Parent or any of its subsidiaries to,
take any action that would, or that would reasonably be expected to, result in any condition to the Merger set
forth in Article VII, not being satisfied.

(d) Advice of Changes. Rome shall promptly advise the Florence Parties orally and in writing of any
change or event that has or would reasonably be expected to have a Rome Material Adverse Effect. The
Florence Parties shall promptly advise Rome orally and in writing of any change or event that has or would
reasonably be expected to have a Florence Material Adverse Effect.

(e¢) Administration of Consents. Any request for a consent of FME under Section 5.01(a), and any
correspondence between the parties with respect to such consents (including the granting or refusal to grant
any such consent) shall be made solely by and between the person identified in Section 5.01(e) of the Rome
Disclosure Letter, on behalf of Rome and the Rome Subsidiaries, and the person identified in writing by FME
on or prior to the date hereof, on behalf of the Florence Parties and their respective subsidiaries.

(f) Control of Rome’s Business. It is understood and agreed that the Florence Parties and their affiliates
do not have the right to control or direct Rome’s operations prior to the Effective Time. Prior to the Effective
Time, Rome shall exercise, consistent with the terms and conditions of this Agreement, complete control and
supervision over its operations.

SECTION 5.02. No Solicitation. (a) Rome hereby represents and warrants to the Florence Parties that
as of the date hereof there are no existing discussions or negotiations between Rome and any third party or
parties, other than the Florence Parties, relating to any Takeover Proposal (as defined in Section 5.02(e)).
Rome shall not, and it shall not authorize or permit any Rome Subsidiary to, and it shall not authorize or
permit any officer, director or employee of, or any investment banker, attorney or other advisor or
representative (collectively, ‘“Representatives”) of, Rome or any Rome Subsidiary to (i) solicit, initiate or
encourage the submission of any Takeover Proposal, (ii) enter into any agreement with respect to any
Takeover Proposal or (iii) participate in any discussions or negotiations regarding, or furnish to any person any
information with respect to, or take any other action to facilitate any inquiries or the making of any proposal
that constitutes, or may reasonably be expected to lead to, any Takeover Proposal; provided, however, that
Rome and its Representatives may, in response to a Takeover Proposal that the Rome Board determines, in
good faith, could reasonably be expected to lead to a Superior Proposal (as defined in Section 5.02(¢)) that
was not solicited by Rome and that did not otherwise result from a breach of this Section 5.02(a), and subject
to compliance with Section 5.02(c), (x) furnish information with respect to Rome to the person making such
Takeover Proposal and its Representatives pursuant to a customary confidentiality agreement (which, for the
avoidance of doubt, need not contain any ‘“‘standstill” or similar covenant) and (y) participate in discussions or
negotiations (including solicitation of a revised Takeover Proposal) with such person and its Representatives
regarding any Takeover Proposal. In the event that Rome enters into a confidentiality agreement with a person
making a Takeover Proposal that does not include a “standstill” provision or contains a “standstill” provision
substantially less favorable to Rome than the corresponding provision of the Confidentiality Agreement (as
defined in Section 6.02), the applicable Florence Parties and their affiliates shall, without further action by
Rome, be released from the “standstill” provision under Section 6 of the Confidentiality Agreement to the
extent necessary to render such “standstill” provision of the Confidentiality Agreement no more favorable to
Rome than the “‘standstill”, if any, applicable to the person making such Takeover Proposal.
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(b) Neither the Rome Board nor any committee thereof shall (i) (A) withdraw (or modify in a manner
adverse to the Florence Parties), or publicly propose to withdraw (or modify in a manner adverse to the
Florence Parties), the adoption, approval, recommendation or declaration of advisability by the Rome Board
or any such committee thereof of this Agreement, the Merger or the other Transactions or (B) recommend,
adopt, approve or declare advisable, or propose publicly to recommend, adopt, approve or declare advisable,
any Takeover Proposal (any action described in this clause (i) being referred to as an “Adverse Recommen-
dation Change”) or (ii) adopt, approve, recommend or declare advisable, or propose to adopt, approve,
recommend or declare advisable, or allow Rome or any of the Rome Subsidiaries to execute or enter into, any
letter of intent, memorandum of understanding, agreement in principle, merger agreement, acquisition
agreement, option agreement, joint venture agreement, partnership agreement or other similar agreement
constituting or related to, or that is intended to or would reasonably be expected to lead to, any Takeover
Proposal (other than a confidentiality agreement referred to in Section 5.02(a)). Notwithstanding the
foregoing, at any time prior to obtaining the Rome Stockholder Approval, the Rome Board (or the applicable
committee thereof) may make an Adverse Recommendation Change described in clause (i) (A) above, if the
Rome Board (or such committee thereof) determines in good faith (after consultation with outside counsel)
that it is required to do so in order to comply with applicable law, including its fiduciary duties to the
stockholders of Rome (including, but not limited to, the Rome Board’s duties of good faith and candor to the
stockholders of Rome); provided, however, that no Adverse Recommendation Change may be made until the
expiration of a three business day period commencing upon the Florence Parties’ receipt of written notice (a
“Notice of Adverse Recommendation”) from Rome advising the Florence Parties that the Rome Board
intends to take such action and specifying the reasons therefor, including the terms and conditions of any
Superior Proposal that may be the basis of the proposed action by the Rome Board (it being understood and
agreed that (x) any amendment to the financial terms or any other material term of any such Superior
Proposal or (y) with respect to any previous Adverse Recommendation Change, any material change in the
principal rationale stated by the Rome Board for such previous Adverse Recommendation Change, shall, in
the case of either (x) or (y), require a new Notice of Adverse Recommendation and a new three business day
period). In determining whether to make an Adverse Recommendation Change, the Rome Board shall take
into account any changes to the financial terms of this Agreement proposed by the Florence Parties in
response to a Rome Notice of Adverse Recommendation or otherwise.

(c) In addition to the obligations of Rome set forth in paragraphs (a) and (b) of this Section 5.02, Rome
promptly shall advise the Florence Parties orally and in writing of any Takeover Proposal or any inquiry with
respect to or that could reasonably be expected to lead to any Takeover Proposal and the identity of the person
making any such Takeover Proposal or inquiry and shall provide the Florence Parties with the material terms
and conditions of any proposal that is the basis for a proposed Adverse Recommendation Change or
termination of this Agreement by Rome pursuant to Section 8.01(f). Rome shall keep the Florence Parties
fully informed of the status of any such Takeover Proposal or inquiry. Rome shall not be required to comply
with this Section 5.02(c) in any instance to the extent that the Rome Board determines in good faith, that
such compliance would in such instance be a breach of their fiduciary duties.

(d) Nothing contained in this Section 5.02 shall prohibit Rome from (i) taking and disclosing to its
stockholders a position contemplated by Rule 14e-2(a) promulgated under the Exchange Act or (ii) making
any disclosure to Rome’s stockholders if, in the good faith judgment of the Rome Board (after consultation
with outside counsel), failure so to disclose would be inconsistent with its obligations under applicable Law,
including but not limited to the Rome Board’s duty of candor to the stockholders of Rome; provided, however,
that in no event shall Rome or the Rome Board or any committee thereof take, or agree or resolve to take, any
action prohibited by Section 5.02(b). Any action taken by Rome or the Rome Board in accordance with
Section 5.02(d) (i) shall be deemed not to be a withdrawal or modification of the Rome Board’s approval or
recommendation of the Merger and this Agreement.

(e) For purposes of this Agreement:

“Takeover Proposal” means any proposal or offer from any person relating to any direct or indirect
acquisition, in one transaction or a series of transactions, including by way of any merger, consolidation,
tender offer, exchange offer, binding share exchange, business combination, recapitalization, liquidation,
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dissolution, joint venture or similar transaction, of (A) assets or businesses of Rome and the Rome
Subsidiaries that constitute or represent 15% or more of the total revenue, operating income, earnings
before interest, taxes, depreciation and amortization or assets of Rome and the Rome Subsidiaries, taken
as a whole, or (B) 15% or more of the outstanding shares of capital stock of Rome.

“Superior Proposal” means any bona fide written offer made by a third party in respect of (i) a
transaction that if consummated would result in such third party acquiring, directly or indirectly, 50% or
more of the voting power of the outstanding Rome Common Stock or 50% or more of the assets of Rome
and the Rome Subsidiaries, taken as a whole, or (ii) a merger between such third party and Rome, in
either case providing for consideration to Rome’s stockholders consisting of cash and/or securities (it
being understood that securities retained by Rome’s stockholders be included for purposes of this
determination), which transaction the Rome Board determines in its good faith judgment (after
consultation with outside counsel and a financial advisor of nationally recognized reputation) to be
(i) more favorable to the holders of Rome Common Stock from a financial point of view than the
Transactions (taking into account all the terms and conditions of such Takeover Proposal and this
Agreement (including any changes to the financial terms of this Agreement proposed by the Florence
Parties in response to such offer or otherwise), the form of consideration offered, the person making the
offer, breakup fees and expense reimbursement provisions as well as other financial factors deemed
relevant by the Rome Board) and (ii) reasonably capable of being completed on the terms proposed,
taking into account all financial, legal, regulatory and other aspects of such Takeover Proposal.

ARTICLE VI
Additional Agreements

SECTION 6.01. Preparation of Proxy Statement; Stockholders Meeting. (a) As soon as practicable
following the date of this Agreement, Rome shall, with FME’s cooperation, prepare and file with the SEC the
Proxy Statement in preliminary form. Rome shall, with FME’s cooperation, use its best efforts to respond as
promptly as practicable to any comments of the SEC with respect to the Proxy Statement. Rome shall, as
soon as practicable following the filing of the Proxy Statement with the SEC, duly call, give notice of, convene
and hold a meeting of its stockholders (the “Rome Stockholders Meeting”) for the purpose of seeking the
Rome Stockholders Approval, regardless of whether an Adverse Recommendation Change has occurred at
any time after the date of this Agreement, and use its best efforts to cause the Proxy Statement to be mailed to
Rome’s stockholders as promptly as practicable after filing with the SEC. Rome shall notify FME promptly of
the receipt of any comments from the SEC or its staff and of any request by the SEC or its staff for
amendments or supplements to the Proxy Statement or for additional information and shall supply FME with
copies of all correspondence between Rome or any of its Representatives, on the one hand, and the SEC or its
staff, on the other hand, with respect to the Proxy Statement, the Merger, or any of the other Transactions.
Prior to filing or mailing the Proxy Statement or responding to any comments of the SEC with respect thereto,
Rome shall (i) provide FME an opportunity to review and comment in writing on such document or response
and (ii) give reasonable consideration to all written comments proposed by FME.

(b) If prior to the receipt of the Rome Stockholder Approval, any event occurs with respect to Rome or
any Rome Subsidiary, or any change occurs with respect to other information supplied by Rome for inclusion
in the Proxy Statement which is required to be described in an amendment of, or a supplement to, the Proxy
Statement, Rome shall promptly notify the Florence Parties of such event, and Rome and FME shall
cooperate in the prompt filing with the SEC of any necessary amendment or supplement to the Proxy
Statement and, as required by Law, in disseminating the information contained in such amendment or
supplement to Rome’s stockholders.

(c) If prior to the receipt of the Rome Stockholder Approval, any event occurs with respect to any
Florence Party or any of their respective subsidiaries, or any change occurs with respect to other information
supplied by the Florence Parties for inclusion in the Proxy Statement which is required to be described in an
amendment of, or a supplement to, the Proxy Statement, the Florence Parties shall promptly notify Rome of
such event, and Rome and FME shall cooperate in the prompt filing with the SEC, of any necessary
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amendment or supplement to the Proxy Statement and, as required by Law, in disseminating the information
contained in such amendment or supplement to Rome’s stockholders.

(d) Rome shall, through the Rome Board, recommend to its stockholders that they give the Rome
Stockholder Approval, except to the extent that the Rome Board shall have withdrawn or modified its
approval or recommendation of this Agreement or the Merger as permitted by Section 5.02. Without limiting
the generality of the foregoing, Rome agrees that its obligations pursuant to the first sentence of this
Section 6.01(d) shall not be affected by the commencement, public proposal, public disclosure or communi-
cation to Rome of any Takeover Proposal.

(e) The Florence Parties shall cause all shares of Rome Common Stock owned by Florence Parent, FME
AG, FME or any other subsidiary of Florence Parent to be voted in favor of the adoption of this Agreement.

SECTION 6.02. Access to Information; Confidentiality. Rome shall, and shall cause the Rome
Subsidiaries to, afford to the Florence Parties and the Representatives of the Florence Parties, reasonable
access during normal business hours during the period prior to the Effective Time to all their respective
properties, assets, books, contracts, commitments, personnel and records. During such period, Rome shall, and
shall cause the Rome Subsidiaries to, furnish promptly to the Florence Parties, (a) a copy of each report,
schedule, form, registration statement and other document filed by it during such period pursuant to the
requirements of federal, state or foreign securities laws and (b) all other information concerning its business,
properties and personnel as such other party may reasonably request. For the purposes of this Section 6.02, all
communications, including requests for information or access, pursuant to this Section 6.02, shall only be
made by and between a representative of each of FME, on the one hand, and of Rome, on the other hand,
which representative (a) shall initially be the person identified on Section 6.02 of the Florence Parties’
Disclosure Letter for FME and the person identified on Section 6.02 of the Rome Disclosure Letter for Rome
and (b) may be replaced with a substitute representative by either party from time to time upon reasonable
written notice to the other party. Notwithstanding the foregoing, Rome may withhold (i) any document or
information that is subject to the terms of a confidentiality agreement with a third party or (ii) such portions
of documents or information relating to pricing or other matters that are highly sensitive if the exchange of
such documents (or portions thereof) or information, as determined by Rome’s counsel, might reasonably
result in antitrust difficulties for such party (or any of its affiliates). If any material is withheld by Rome
pursuant to the proviso to the preceding sentence, Rome shall inform the Florence Parties as to the general
nature of what is being withheld. All information exchanged pursuant to this Section 6.02 shall be subject to
the confidentiality agreement dated March 14, 2005, between Rome and FME (the ‘“Confidentiality
Agreement”).

SECTION 6.03. Standard of Efforts; Notification. (a) Upon the terms and subject to the conditions set
forth in this Agreement, each of the parties shall, subject to Section 6.01(a) above, and Sections 6.03(b) and
6.03(c) below, use its reasonable best efforts to take, or cause to be taken, all actions, and to do, or cause to be
done, and to assist and cooperate with the other parties in doing, all things necessary, proper or advisable to
consummate and make effective, in the most expeditious manner practicable, the Merger and the other
Transactions, including (i) the taking of all acts necessary to cause the conditions precedent set forth in
Article VII to be satisfied, (ii) the obtaining of all necessary actions or nonactions, waivers, consents and
approvals from Governmental Entities and the making of all necessary registrations and filings (including
filings with Governmental Entities, if any) and the taking of all reasonable steps as may be necessary to obtain
an approval or waiver from, or to avoid an action or proceeding by, any Governmental Entity, (iii) the
obtaining of all necessary consents, approvals or waivers from third parties, (iv) the defending of any lawsuits
or other legal proceedings, whether judicial or administrative, challenging this Agreement or the consumma-
tion of the Transactions, including seeking to have any stay or temporary restraining order entered by any
court or other Governmental Entity vacated or reversed, and (v) the execution and delivery of any additional
instruments necessary to consummate the Merger and the Transactions and to fully carry out the purposes of
this Agreement. In connection with and without limiting the foregoing, (i) Rome and the Rome Board shall
(A) take all action necessary to ensure that no state takeover statute or similar statute or regulation is or
becomes applicable to the Merger or any Transaction or this Agreement, and (B) if any state takeover statute
or similar statute or regulation becomes applicable to this Agreement, take all action necessary to ensure that
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the Merger and the other Transactions may be consummated as promptly as practicable on the terms
contemplated by this Agreement and otherwise to minimize the effect of such statute or regulation on the
Merger and the other Transactions, and (ii) Rome and the Rome Board shall cooperate with the Florence
Parties in the arrangements for obtaining the Financing and the Florence Parties shall keep Rome and the
Rome Board informed about the status of the Financing, including providing prompt notice to Rome of any
material developments with respect thereto. Notwithstanding the foregoing, Rome and its Representatives
shall not be prohibited under this Section 6.03(a) from taking any action permitted by Section 5.02.

(b) In furtherance and not in limitation of the other provisions of this Section 6.03, each of the Florence
Parties and Rome agrees to make, and the Florence Parties agree to cause Florence Parent to make, an
appropriate filing of a notification and report form pursuant to the HSR Act (and to make such other filings as
are required under laws in foreign jurisdictions governing antitrust or merger control matters (together with
the HSR Act, “Antitrust Laws’) ) with respect to the Merger and the Transactions as promptly as practicable
after the date of this Agreement but in any event not later than fifteen (15) business days after the date of this
Agreement, and to supply as promptly as practicable any additional information and documentary material
that may be requested pursuant to Antitrust Laws. Each of the Florence Parties and Rome will use its best
efforts to cause, and the Florence Parties shall cause Florence Parent to use its best efforts to cause, the
expiration or termination of the applicable waiting periods under the HSR Act and the receipt of required
approvals under Antitrust Laws as soon as practicable. The parties hereto agree not to extend, and the
Florence Parties shall cause Florence Parent not to extend, directly or indirectly any waiting period under the
HSR Act or enter into any agreement with a Governmental Entity to delay or not to consummate the Merger
and the Transactions, except with the prior written consent of the other parties hereto. Each of the Florence
Parties and Rome will, and the Florence Parties will cause Florence Parent to, (x) promptly notify the other
party of any written communication to that party from any Governmental Entity located in the United States
and, to the extent practicable, outside of the United States and, subject to applicable Law, if practicable,
permit the other party to review in advance any proposed written communication to any such Governmental
Entity and incorporate the other party’s reasonable comments, (y) not agree to participate in any substantive
meeting or discussion with any such Governmental Entity in respect of any filing, investigation or inquiry
concerning this Agreement, the Merger or the other Transactions unless it consults with the other party in
advance and, to the extent permitted by such Governmental Entity, gives the other party the opportunity to
attend, and (z) furnish the other party with copies of all correspondence, filings and written communications
between them and their affiliates and their respective Representatives on one hand, and any such Governmen-
tal Entity or its staff on the other hand, with respect to this Agreement, the Merger and the other
Transactions. If any administrative or judicial action or proceeding is instituted (or threatened to be
instituted) challenging the Merger or the Transactions contemplated by this Agreement as violative of any
Antitrust Law, or if any statute, rule, regulation, executive order, decree, injunction or administrative order is
enacted, entered, promulgated or enforced by a Governmental Entity that would make the Merger or the other
Transactions illegal or would otherwise prohibit or materially impair or delay the consummation of the Merger
or the other Transactions, each of the Florence Parties shall, and shall cause Florence Parent to, use its best
efforts, including selling, holding separate or otherwise disposing of or conducting its business in a specified
manner, or agreeing to sell, hold separate or otherwise dispose of or conduct its business in a specified manner
or permitting the sale, holding separate or other disposition of, any assets of the Florence Parties, Florence
Parent, or their respective subsidiaries, or after the Closing, Rome or the Rome Subsidiaries, or the
conducting of its business in a specified manner, to contest and resist any such action or proceeding and shall,
and shall cause Florence Parent to, use its best efforts to have vacated, lifted, reversed or overturned any
decree, judgment, injunction or other order, whether temporary, preliminary or permanent, that is in effect and
that prohibits, prevents or restricts consummation of the Merger or the other Transactions and to have such
statute, rule, regulation, executive order, decree, injunction or administrative order repealed, rescinded or
made inapplicable so as to permit consummation of the Transactions. Rome will cooperate with the Florence
Parties in all respects in the Florence Parties’ or Florence Parent’s implementation of any of the measures
described in the preceding sentence that is undertaken in order to permit consummation of the Merger or the
Transactions (including entering into agreements or taking such other actions prior to the Closing as the
Florence Parties reasonably request to dispose of assets of Rome and the Rome Subsidiaries; provided, that

25



neither Rome nor any Rome Subsidiary shall be required pursuant to this Section 6.03 to complete any
disposition of the assets of Rome or a Rome Subsidiary prior to the Closing or enter into any agreement or
other arrangement for a disposition of any assets of Rome or a Rome Subsidiary that does not expressly
provide that Rome’s obligation to complete such disposition is subject to the prior or simultaneous occurrence
of the Closing).

(c) In furtherance and not in limitation of the other provisions of this Section 6.03, the Florence Parties
shall use their best efforts to (i) enter into definitive agreements with respect to, and to obtain funding under,
the Financing provided for in the Commitment Letter and (ii) subject to Rome’s obligations under the last
sentence of this Section 6.03(c), take any and all actions necessary to satisfy the conditions precedent set forth
in such definitive agreements. In the event that any portion of such Financing becomes unavailable, in the
manner or from the sources originally contemplated, the Florence Parties shall use their best efforts to obtain
any such portion on substantially comparable terms to the Financing provided for in the Commitment Letter
from alternative sources. In the event that any portion of the Financing becomes unavailable on terms
substantially comparable to the Financing provided for in the Commitment Letter, despite the Florence
Parties use of their best efforts pursuant to the preceding sentence, then the Florence Parties shall use their
reasonable best efforts to obtain any such portion on such other terms as are available from alternative sources.
Rome shall use its best efforts (provided that the effectiveness of any actions taken pursuant to this sentence
shall be expressly conditioned on consummation of the Merger) to (i) take actions reasonably requested in
writing by the Florence Parties that are necessary to facilitate the Financing, including actions with respect to
Rome’s Credit Agreement, dated as of February 10, 2004, among the parties named therein and (ii) to satisfy
the conditions precedent in the Commitment Letter to the extent such conditions relate to Rome or are within
the control of Rome; provided that in connection with any effort by the Florence Parties to obtain financing
from alternative sources as contemplated by the immediately preceding sentence, Rome shall be required,
consistent with the Florence Parties obligations, to use its reasonable best efforts.

(d) Rome shall give prompt notice to the Florence Parties, and the Florence Parties shall give prompt
notice to Rome, of (i) any representation or warranty made by it contained in this Agreement that is qualified
as to materiality becoming untrue or inaccurate in any respect or any such representation or warranty that is
not so qualified becoming untrue or inaccurate in any material respect or (ii) the failure by it to comply with
or satisfy in any material respect any covenant, condition or agreement to be complied with or satisfied by it
under this Agreement; provided, however, that no such notification shall affect the representations, warranties,
covenants or agreements of the parties or the conditions to the obligations of the parties under this Agreement.

SECTION 6.04. Stock Options. (a) Prior to the Effective Time, the Rome Board (or, if appropriate, any
committee administering the Rome Stock Plans) shall adopt such resolutions or take such other actions as are
required to adjust the terms of all outstanding Rome Stock Options to provide that (i) each Rome Stock
Option shall be vested and exercisable effective immediately prior to the Effective Time, and (ii) each Rome
Stock Option that is not exercised prior to the Effective Time will be canceled as of the Effective Time and the
holder thereof shall then become entitled to receive, as soon as practicable following the Effective Time, a
single lump sum cash payment equal to the product of (x) the number of shares of Rome Stock for which
such Rome Stock Option shall not theretofore have been exercised and (y) the excess, if any, of the Merger
Consideration over the exercise price per share of such Rome Stock Option.

(b) All amounts payable pursuant to this Section 6.04 shall be subject to any required withholding of
Taxes and shall be paid without interest.

(c) Within seven (7) calendar days after the date of this Agreement, the Rome Board of Directors (or, if
appropriate, any committee administering the Rome ESPP), shall adopt such resolutions or take such other
actions as may be required to provide that (i) no offering period shall be commenced after the date of this
Agreement, (ii) each participant’s outstanding right to purchase shares of Rome Common Stock under the
Rome ESPP shall terminate as soon as practicable following the date of this Agreement (but in no event later
than the last day of each applicable payroll period that includes the date of this Agreement), provided that all
amounts allocated to each participant’s account under the Rome ESPP as of such date shall thereupon be
used to purchase from Rome whole shares of Rome Common Stock at the applicable price determined under
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the terms of the Rome ESPP for then outstanding offering period and (iii) the Rome ESPP shall terminate
immediately following such purchases of Rome Common Stock.

(d) The Rome Stock Plans shall terminate as of the Effective Time, and the provisions in any other
Benefit Plan providing for the issuance, transfer or grant of any capital stock of Rome or any interest in respect
of any capital stock of Rome shall be deleted as of the Effective Time, and Rome shall ensure that following
the Effective Time no holder of a Rome Stock Option or any participant in any Rome Stock Plan or other
Rome Benefit Plan shall have any right thereunder to acquire any capital stock of Rome or the Surviving
Corporation.

(e) In this Agreement:

“Rome Non-Plan Stock Option” means any option to purchase Rome Common Stock granted by
Rome (other than any Rome Plan Stock Option).

“Rome Plan Stock Option” means any option to purchase Rome Common Stock granted under any
Rome Stock Plan (excluding rights under the ESPP).

“Rome Stock Option” means any Rome Non-Plan Stock Option or Rome Plan Stock Option.

“Rome Stock Plans” means Rome’s Amended and Restated 1999 Long-Term Incentive Plan, 2004
Stock and Incentive Compensation Plan, Fourth Amended and Restated 1996 Stock Incentive Plan, the
1996 Stock Option Plan for Outside Directors, the Employee Stock Purchase Plan, as amended and
restated effective July 1, 1997 (the “Rome ESPP”), the 1995 Equity Compensation Plan and the RDM
Plan.

SECTION 6.05. Benefit Plans. (a) For purposes hereof, “Rome Employees” shall mean those
individuals who are common law employees of Rome and the Rome Subsidiaries (including those employees
who are on vacation, disability or maternity leave, or other leave of absence) as of the Effective Time.

(b) Subject to applicable Law, the Florence Parties shall, and shall cause the Surviving Corporation to,
give the Rome Employees full credit, for all purposes, under any employee benefit plans or arrangements
maintained by the Florence Parties’ business in the United States, the Surviving Corporation and their
respective subsidiaries for the Rome Employees’ service with Rome and the Rome Subsidiaries to the same
extent recognized by Rome and the Rome Subsidiaries immediately prior to the Effective Time, except for
purposes of (i) benefit accrual under defined benefit pension plans both (A) in which the Rome Employees do
not participate immediately prior to the Effective Time and (B) to which no liabilities with respect to the
Rome Employees are transferred from any defined benefit pension plans in which Rome Employees do
participate immediately prior to the Effective Time and (ii) eligibility for benefits under post-retirement
health and life insurance plans in which Rome Employees do not participate immediately prior to the
Effective Time. The Florence Parties, jointly and severally, represent and warrant to Rome that the Florence
Parties” do not currently maintain any post-retirement health or life insurance plans for the benefit of the
Florence Parties’ employees in the United States.

(c) Subject to applicable Law, the Florence Parties shall, and shall cause the Surviving Corporation to,
(i) waive all limitations as to preexisting conditions, exclusions, actively-at-work requirements and waiting
periods applicable to the Rome Employees and, to the extent applicable, any retired employees of Rome or the
Rome Subsidiaries (each a “Retired Employee”) under any welfare benefit plans in which such employees
may be eligible to participate from and after the Effective Time, except to the extent that such waiting periods,
pre-existing condition limitations, exclusions and actively-at-work requirements would have been applicable
under the comparable Rome welfare benefit plan immediately prior to the Effective Time and (ii) provide
each Rome Employee (and each Retired Employee) with credit for any co-payments and deductibles paid
prior to the Effective Time in the calendar year in which the Effective Time occurs in satisfying any applicable
deductible or out-of-pocket requirements in the calendar year in which the Effective Time occurs, under any
welfare plans in which such Rome Employee (and each Retired Employee) is eligible to participate after the
Effective Time.
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(d) Subject to applicable Law, for a period of two years immediately following the Effective Time, the
Florence Parties shall, or shall cause the Surviving Corporation to, provide to each of the Rome Employees
(who are not members of Rome’s senior management listed in Section 6.05(d) of the Rome Disclosure Letter
(“Rome Senior Management”)) employee benefits (including health, welfare, pension, vacation, savings and
severance) that are no less favorable in the aggregate than those provided to the Rome Employees (who are
not Rome Senior Management) immediately prior to the Effective Time. Notwithstanding any provision to
the contrary, following the Effective Time, there shall be no obligation to provide Rome Employees with
awards of capital stock of any entity or awards of options or other rights of any kind to acquire capital stock of
any entity; provided, however, the Florence Parties may, in their discretion, offer such awards on a basis that is
consistent with such awards available to employees of the Florence Parties principally employed in the United
States who are not members of the Florence Parties’ senior management listed in Section 6.05(d) of the
Florence Parties’ Disclosure Letter; provided, that Rome Senior Management shall be entitled to participate
in any plans or arrangements made available the Rome Employees generally. Notwithstanding any provision
herein to the contrary, none of the Florence Parties, the Surviving Corporation or any of their affiliates shall
have any obligation to continue to employ any Rome Employees other than on an “at will” basis except as
otherwise may be required under any employment agreements. Additionally, notwithstanding any provision
herein to the contrary, none of the Florence Parties, the Surviving Corporation, any affiliates, or any successors
shall have any obligation to make provision for any benefits for any period of time with respect to any Rome
Employees of any entities that have been divested in any manner from the Florence Parties, the Surviving
Corporation, any affiliates, or any successors following the date of such divestiture.

(e) Notwithstanding anything herein to the contrary, prior to the Effective Time, the Rome Board or, if
appropriate, any committee thereof administering the applicable plan, policy or program shall adopt such
resolutions or take such other actions as may be required to (i) terminate accruals under the Rome
Supplemental Executive Retirement Plan (the “SERP”’) immediately prior to the day on which the Effective
Time occurs so that the benefits for any participant in the SERP are determined without regard to any period
of employment after the earlier of the Effective Time or the date of the participant’s actual termination of
employment; and (ii) terminate any and all unwritten severance, deferred compensation or termination plans,
policies or programs immediately prior to the day on which the Effective Time occurs, and to notify the
employees prior to the Effective Time who are covered by such plans, policies and programs that they will
terminate as of the Effective Time. FME shall honor and continue or cause to be honored and continued the
Renal Care Group, Inc. 401 (k) Employer Retirement Plan that is intended to be tax qualified through the end
of the “transition period” described in Code Section 410(b) (6) (C) (ii)) and FME shall honor any and all
employment agreements listed in the Rome Disclosure Letter after the Effective Time in accordance with
their terms.

SECTION 6.06. Indemnification. (a) FME shall, to the fullest extent permitted by Law, cause the
Surviving Corporation to honor all Rome’s obligations to indemnify (including any obligations to advance
funds for expenses) the current or former directors or officers of Rome for acts or omissions by such directors
and officers occurring prior to the Effective Time to the extent that such obligations of Rome exist on the date
of this Agreement, whether pursuant to the Rome Charter, the Rome By-laws, individual indemnity
agreements or otherwise, and such obligations shall survive the Merger and shall continue in full force and
effect in accordance with the terms of the Rome Charter, the Rome By-laws and such individual indemnity
agreements from the Effective Time until the expiration of the applicable statute of limitations with respect to
any claims against such directors or officers arising out of such acts or omissions.

(b) For a period of six years after the Effective Time, FME shall cause to be maintained in effect the
current policies of directors’ and officers’ liability insurance maintained by Rome (provided that FME may
substitute therefor policies with reputable and financially sound carriers of at least the same coverage and
amounts containing terms and conditions which are no less advantageous) with respect to claims arising from
or related to facts or events which occurred at or before the Effective Time; provided, however, that in no
event shall FME be required to maintain such current policies if it is required to pay aggregate annual
premiums for insurance under this Section 6.06(b) in excess of 225% of the amount of the aggregate
premiums paid by Rome for the year from March 1, 2004 through February 28, 2005 for such purpose. Rome
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hereby represents and warrants that the premiums for such insurance for the year from March 1, 2004 through
February 28, 2005 were $1,322,181. In the event that FME is required to pay in excess of such amount, it shall
only be obligated to provide a policy with the best coverage FME is reasonably able to obtain for such 225%
amount.

(c) From and after the Effective Time, to the fullest extent permitted by Law, the Florence Parties shall,
jointly and severally, and shall cause the Surviving Corporation to, indemnify, defend and hold harmless the
present and former officers and directors of Rome and the Rome Subsidiaries and any employee of Rome or
any Rome Subsidiary who, as of the date of this Agreement, acts as a fiduciary under any Rome Benefit Plan
(each an “Indemnified Party”) against all losses, claims, damages, liabilities, fees and expenses (including
attorneys’ fees and disbursements), judgments, fines and amounts paid in settlement (in the case of
settlements, with the approval of the indemnifying party (which approval shall not be unreasonably
withheld)) (collectively, “Losses’), as incurred (payable monthly upon written request, which request shall
include reasonable evidence of the Losses set forth therein) to the extent arising from, relating to, or otherwise
in respect of, any actual or threatened action, suit, proceeding or investigation, in respect of actions or
omissions occurring at or prior to the Effective Time in connection with such Indemnified Party’s duties as an
officer or director of Rome or any of its subsidiaries, including in respect to this Agreement, the Merger and
the other Transactions; provided, however, that an Indemnified Party shall not be entitled to indemnification
under this Section 6.06(c) for Losses arising out of actions or omissions by the Indemnified Party constituting
(i) a breach of this Agreement, (ii) criminal conduct or (iii) any violation of federal, state or foreign
securities laws and provided, further, that no Florence Party shall have any liability pursuant to this
Section 6.06(c) with respect to any claims that are solely for money damages and as to which the Florence
Parties have acknowledged in writing their indemnification obligations hereunder that are settled by the
applicable Indemnified Party without the consent of FME, not to be unreasonably withheld or delayed.

SECTION 6.07. Fees and Expenses. (a) Except as provided below, all fees and expenses incurred in
connection with the Merger and the other Transactions shall be paid by the party incurring such fees or
expenses, whether or not the Merger is consummated.

(b) Rome shall pay to FME a fee of $96,250,000 if: (i) the Florence Parties terminate this Agreement
pursuant to Section 8.01(e); (ii) Rome terminates this Agreement pursuant to Section 8.01(f); or (iii)
(A) after the date of this Agreement and prior to a duly held meeting to obtain the Rome Stockholder
Approval, any person makes a Takeover Proposal (which has not been withdrawn), (B) this Agreement is
terminated (x) pursuant to Section 8.01(b) (iii) as a result of the failure to obtain the Rome Stockholder
Approval at such meeting, or (y) pursuant to Section 8.01(c) as a result of (I) a material breach by Rome of
a covenant contained in this Agreement, (II) a material breach by Rome as of the date of this Agreement of a
representation or warranty contained in this Agreement or (III) a wilful material breach by Rome after the
date of this Agreement of a representation or warranty contained in this Agreement and required by
Section 7.02(a) to be true and correct as of the Closing Date and (C) within one year of such termination
Rome enters into a definitive agreement to consummate, or consummates, the transactions contemplated by
such Takeover Proposal.

(c¢) Any fee due under Section 6.07(b) shall be paid by wire transfer of same-day funds: (i) on the date
of termination of this Agreement, in the case of Section 6.07(b) (i) or 6.07(b) (ii) and (ii) on the date of
execution of such definitive agreement or, if earlier, consummation of such transactions, in the case of
Section 6.07(b) (iii). Rome hereby acknowledges that the agreements contained in this Section 6.07 are an
integral part of the transactions contemplated by this Agreement, and that, without these agreements, FME
would not have entered into this Agreement; accordingly, if Rome fails to pay to FME the full amount
provided for in Section 6.07(b) promptly following such payment becoming due pursuant to this Sec-
tion 6.07(c), Rome shall (i) pay to FME interest on such unpaid amount at the prime rate published in the
Wall Street Journal Table of Money Rates on the date such payment was required to be made during the
period from and including the date payment of such amount was due up to, but excluding, the actual date of
payment and (ii) reimburse FME for any out of pocket expenses (including the reasonable fees of counsel)
incurred by FME in connection with FME’s enforcement of its rights under this Section 6.07.
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SECTION 6.08. Public Announcements. The Florence Parties, on the one hand, and Rome, on the other
hand, shall consult with each other (and the Florence Parties shall cause Florence Parent to consult with
Rome) before issuing, and provide each other the opportunity to review and comment upon, any press release
or other public statements with respect to the Merger and the other Transactions and shall not issue any such
press release or make any such public statement prior to such consultation, except as may be required by
applicable Law, court process or by obligations pursuant to any listing requirement of any national securities
exchange on which such party’s securities are listed.

SECTION 6.09. Transfer Taxes. All stock transfer, real estate transfer, documentary, stamp, recording
and other similar Taxes (including interest, penalties and additions to any such Taxes) (“Transfer Taxes”)
incurred in connection with the Transactions shall be paid by either FME or the Surviving Corporation, and
Rome shall cooperate with the Florence Parties in preparing, executing and filing any Tax Returns with
respect to such Transfer Taxes.

SECTION 6.10. Rights Agreements. The Rome Board shall take all action necessary in order to render
the Rome Rights inapplicable to the Merger and the other Transactions.

SECTION 6.11. Florence Parties’ Acknowledgement. For the avoidance of doubt, the Florence Parties
acknowledge and agree that each of them is jointly and severally liable to Rome for any failure of Florence
Parent to take any action or omit to take any action which the Florence Parties are required to cause Florence
Parent to take or omit to take pursuant to this Agreement, including without limitation under Section 6.03 of
this Agreement, to the same extent Florence Parent would be liable to Rome if Florence Parent, itself, were a
party to this Agreement and had so breached this Agreement.

ARTICLE VII
Conditions Precedent

SECTION 7.01. Conditions to Each Party’s Obligation To Effect The Merger. The respective obligation
of each party to effect the Merger is subject to the satisfaction or waiver on or prior to the Closing Date of the
following conditions:

(a) Stockholder Approval. Rome shall have obtained the Rome Stockholder Approval.

(b) Antitrust. The waiting period (and any extension thereof) applicable to the Merger under the
HSR Act shall have been terminated or shall have expired.

(¢) No Injunctions or Restraints. No temporary retraining order, preliminary or permanent
injunction or other order issued by any court of competent jurisdiction or other legal restraint or
prohibition preventing the consummation of the Merger shall be in effect; provided, however, that prior to
asserting this condition, each of the parties shall have used its best efforts to prevent the entry of any such
injunction or other order and to appeal as promptly as possible any such judgment that may be entered.

SECTION 7.02. Conditions to Obligations of the Florence Parties. The obligations of the Florence
Parties to effect the Merger are further subject to the satisfaction or waiver on or prior to the Closing Date of
the following conditions:

(a) Representations and Warranties. (i) The representations and warranties of Rome contained in
Sections 3.06(d), 3.12 and 3.20 of this Agreement shall be true and correct in all material respects as of
the date of this Agreement and as of the Closing Date as though made on the Closing Date, except to the
extent such representations and warranties expressly relate to an earlier date (in which case such
representations and warranties shall be true and correct on and as of such earlier date) and (ii) the
representations and warranties of Rome in this Agreement (other than the representations and warranties
identified in clause (i)) shall be true and correct as of the date of this Agreement and as of the Closing
Date as though made on the Closing Date, except to the extent such representations and warranties
expressly relate to an earlier date (in which case such representations and warranties shall be true and
correct on and as of such earlier date), other than in the case of this clause (ii) such failures to be true
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and correct that, individually or in the aggregate, have not had and would not reasonably be expected to
have a Rome Material Adverse Effect. FME shall have received a certificate signed on behalf of Rome by
the chief executive officer and the chief financial officer of Rome to such effect. For purposes of
determining the satisfaction of clause (i) or clause (ii) of this condition, “knowledge” as used in such
representations and warranties shall mean knowledge as of the Closing and for purposes of determining
the satisfaction of clause (ii) of this condition, the applicable representations and warranties of Rome
shall be deemed not qualified by any references therein to a Rome Material Adverse Effect or to
materiality generally.

(b) Performance of Obligations of Rome. Rome shall have performed in all material respects all
obligations required to be performed by it under this Agreement at or prior to the Closing Date, and the
Florence Parties shall have received a certificate signed on behalf of Rome by the chief executive officer
and the chief financial officer of Rome to such effect.

(c) Absence of Rome Material Adverse Effect. Except as disclosed in the Available Rome SEC
Documents or in the Rome Disclosure Letter, since the date of this Agreement there shall not have been
any event, change, effect or development that, individually or in the aggregate, has had or would
reasonably be expected to have a Rome Material Adverse Effect.

(d) Conditions to Financing. As of the Closing Date, the conditions precedent to the initial funding
of the financing commitments contained in clauses (i) (to the extent requiring the delivery of releases of
Liens encumbering the assets of Rome and the Rome Subsidiaries) and (vi) (to the extent requiring the
delivery of financial statements of Rome and the Rome Subsidiaries) under the heading “Conditions
Precedent to All Borrowings” in the Summary of Terms and Conditions attached to the Commitment
Letter shall have been satisfied or waived in writing by the lenders providing such commitments.

SECTION 7.03. Conditions to Obligations of Rome. The obligations of Rome to effect the Merger are
further subject to satisfaction or waiver on or prior to the Closing Date of the following conditions:

(a) Representations and Warranties. (i) The representations and warranties of the Florence Parties
contained in Section 4.04 of this Agreement shall be true and correct as of the date of this Agreement and
as of the Closing Date as though made on the Closing Date, except to the extent such representations and
warranties expressly relate to an earlier date (in which case such representations and warranties shall be
true and correct on and as of such earlier date) and (ii) the representations and warranties of the
Florence Parties in this Agreement (other than the representations and warranties identified in clause
(1)) shall be true and correct as of the date of this Agreement and as of the Closing Date as though made
on the Closing Date, except to the extent such representations and warranties expressly relate to an earlier
date (in which case such representations and warranties shall be true and correct on and as of such earlier
date), other than in the case of this clause (ii) such failures to be true and correct that, individually or in
the aggregate, have not had and would not reasonably be expected to have a Florence Material Adverse
Effect. Rome shall have received a certificate signed on behalf of each Florence Party other than Sub by
the chief executive officer and the chief financial officer of such Florence Party to such effect. For
purposes of determining the satisfaction of clause (i) or clause (ii) of this condition, “knowledge” as used
in such representations and warranties shall mean knowledge as of the Closing and for purposes of
determining the satisfaction of clause (ii) of this condition, the applicable representations and warranties
of the Florence Parties shall be deemed not qualified by any references therein to Florence Material
Adverse Effect or to materiality generally.

(b) Performance of Obligations of the Florence Parties. The Florence Parties shall have performed
in all material respects all obligations required to be performed by them under this Agreement at or prior
to the Closing Date, and Rome shall have received a certificate signed on behalf of each Florence Party
by the chief executive officer and the chief financial officer of FME to such effect.
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ARTICLE VIII

Termination, Amendment and Waiver

SECTION 8.01. Termination. This Agreement may be terminated at any time prior to the Effective
Time, whether before or after receipt of the Rome Stockholder Approval:

(a) by mutual written consent of the Florence Parties and Rome;
(b) by either the Florence Parties or Rome:

(i) if the Merger is not consummated on or before March 31, 2006 (the “Outside Date”);
provided, however (A) that the right to terminate this Agreement pursuant to this Sec-
tion 8.01(b) (i) shall not be available to any party whose breach of this Agreement has been the
primary reason the Merger has not been consummated by such date and (B) that neither the
Florence Parties nor Rome may terminate pursuant to this Clause (b)(i) if on such date all
conditions in Article VII shall have been satisfied;

(it) if any Governmental Entity issues an order, decree or ruling or takes any other action
permanently enjoining, restraining or otherwise prohibiting the Merger and such order, decree, ruling
or other action shall have become final and nonappealable; provided, that the party seeking to
terminate this Agreement shall have used those efforts required hereunder to resist, lift or resolve, as
applicable, such action; or

(iii) if, upon a vote at a duly held meeting to obtain the Rome Stockholder Approval, the Rome
Stockholder Approval is not obtained; provided, however, that this Agreement may not be
terminated by the Florence Parties pursuant to this clause (iii) if the Florence Parties are in breach
of Section 6.01(e);

(c) by the Florence Parties, if Rome breaches or fails to perform in any material respect any of its
representations, warranties or covenants contained in this Agreement, which breach or failure to perform
(1) would give rise to the failure of a condition set forth in Section 7.02(a) or 7.02(b), and (ii) cannot be
or has not been cured within 30 days after the giving of written notice to Rome of such breach (provided
that the Florence Parties are not then in material breach of any representation, warranty or covenant
contained in this Agreement);

(d) by Rome, if the Florence Parties breach or fail to perform in any material respect any of their
representations, warranties or covenants contained in this Agreement, which breach or failure to perform
(1) would give rise to the failure of a condition set forth in Section 7.03(a) or 7.03(b), and (ii) cannot be
or has not been cured within 30 days after the giving of written notice to the Florence Parties of such
breach (provided that Rome is not then in material breach of any representation, warranty or covenant
contained in this Agreement);

(e) by the Florence Parties in the event of an Adverse Recommendation Change; provided, that the
Florence Parties may not exercise their termination right pursuant to this Section 8.01(e) at any time
after the Rome Stockholder Approval is obtained;

(f) by Rome if (i) the Rome Board has received a Superior Proposal, (ii) Rome has notified the
Florence Parties in writing that it is prepared to accept such Superior Proposal, (iii) at least three
business days after receipt by the Florence Parties of the notice referred to in clause (ii) above, and
taking into account any revised proposal made by the Florence Parties since receipt of the notice referred
to in clause (ii) above, such Superior Proposal remains a Superior Proposal, (iv) Rome is in compliance
with Sections 5.02 and 6.07, and (vi) the Rome Board concurrently approves, and Rome concurrently
enters into, a definitive agreement providing for the implementation of such Superior Proposal; or

(g) by the Florence Parties if, except as disclosed in the Available Rome SEC Documents or in the
Rome Disclosure Letter, since the date of this Agreement, there shall have been any event, change or
development that individually or in the aggregate has had or would be reasonably be expected to have a
Rome Material Adverse Effect.
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SECTION 8.02. Effect of Termination. In the event of termination of this Agreement by either Rome or
the Florence Parties as provided in Section 8.01, this Agreement shall forthwith become void and have no
effect, without any liability or obligation on the part of the Florence Parties, or Rome, other than Section 3.18,
Section 4.06, the last sentence of Section 6.02, Section 6.07, this Section 8.02 and Article IX, which
provisions shall survive such termination, and except to the extent that such termination results from the
willful breach by a party of any representation, warranty or covenant set forth in this Agreement.

SECTION 8.03. Amendment. This Agreement may be amended by the parties at any time before or
after receipt of the Rome Stockholder Approval; provided, however, that (i) after receipt of the Rome
Stockholder Approval, there shall be made no amendment that by Law requires further approval by the
stockholders of Rome without the further approval of such stockholders, (ii) no amendment shall be made to
this Agreement after the Effective Time, and (iii) except as provided above, no amendment of this Agreement
by Rome shall require the approval of the stockholders of Rome. This Agreement may not be amended except
by an instrument in writing signed on behalf of each of the parties.

SECTION 8.04. Extension; Waiver. At any time prior to the Effective Time, the parties may (a) extend
the time for the performance of any of the obligations or other acts of the other parties, (b) waive any
inaccuracies in the representations and warranties contained in this Agreement or in any document delivered
pursuant to this Agreement, or (c) subject to the proviso of Section 8.03, waive compliance with any of the
agreements or conditions contained in this Agreement. Subject to the proviso in Section 8.03, no extension or
waiver by Rome shall require the approval of the stockholders of Rome Any agreement on the part of a party
to any such extension or waiver shall be valid only if set forth in an instrument in writing signed on behalf of
such party. The failure of any party to this Agreement to assert any of its rights under this Agreement or
otherwise shall not constitute a waiver of such rights.

ARTICLE IX

General Provisions

SECTION 9.01. Nonsurvival of Representations and Warranties. None of the representations and
warranties in this Agreement or in any instrument delivered pursuant to this Agreement shall survive the
Effective Time. This Section 9.01 shall not limit any covenant or agreement of the parties which by its terms
contemplates performance after the Effective Time.

SECTION 9.02. Notices. All notices, requests, claims, demands and other communications hereunder
shall be in writing and shall be deemed given (a) on the date of delivery, if delivered personally, (b) one
business day after being sent by overnight courier (providing proof of delivery) to the parties or (c) on the
third business day following the date of dispatch if delivered by registered or certified mail, return receipt
requested, postage prepaid at the following addresses (or at such other address for a party as shall be specified
by like notice):

(a) if to the Florence Parties, to

Fresenius Medical Care AG
Else-Kroner-Strasse 1

61346 Bad Homburg v.d.H.
Telecopy: +49 (6172) 609-2422

Attention: Dr. Rainer Runte

Fresenius Medical Care Holdings, Inc.
Corporate Headquarters

95 Hayden Avenue

Lexington, MA 02420-9192

Telecopy: +1 (781) 402-9004

Attention: Ronald J. Kuerbitz
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with a copy to:

Sonnenschein Nath & Rosenthal LLP
8000 Sears Tower

233 South Wacker Drive

Chicago, Illinois 60606

Telecopy: (312) 876-7934

Attention: Michael M. Froy, Esq.
Marvin A. Artis, Esq.

(b) if to Rome, to

Renal Care Group, Inc.
2525 West End Avenue, Suite 600
Nashville, TN 37203

Attention: Gary Brukardt
with a copy to:

Cravath, Swaine & Moore LLP
Worldwide Plaza

825 Eighth Avenue

New York, NY 10019
Telecopy: (212) 474-3700

Attention: Thomas E. Dunn, Esq.
SECTION 9.03. Definitions. For purposes of this Agreement:

An “affiliate” of any person means another person that directly or indirectly, through one or more
intermediaries, controls, is controlled by, or is under common control with, such first person.

A “business day” means any day other than a Saturday, Sunday or any other day on which
commercial banks in the City of New York, New York are authorized or required by Law or executive
order to close.

“knowledge of Rome” or similar terms used in this Agreement mean, as of a particular date of
determination, the actual knowledge as of such date of the persons listed Section 9.03 of the Rome
Disclosure Letter.

A “person” means any individual, firm, corporation, partnership, company, limited liability com-
pany, trust, joint venture, association, Governmental Entity, unincorporated organization or other entity.

A “subsidiary” of any person means another person of which such first person, (i) directly or
indirectly owns an amount of the voting securities, other voting ownership or voting partnership interests
having voting power under ordinary circumstances sufficient to elect at least 50% of its board of directors
or other governing body or (ii) owns directly or indirectly 50% or more of its equity interests or (ii) of
which such first person is a general partner.

SECTION 9.04. Interpretation. When a reference is made in this Agreement to a Section, such reference
shall be to a Section of this Agreement unless otherwise indicated. The table of contents and headings
contained in this Agreement are for reference purposes only and shall not affect in any way the meaning or
interpretation of this Agreement. Whenever the words “include”, “includes” or “including” are used in this
Agreement, they shall be deemed to be followed by the words “without limitation”. The words “hereof,”
“herein” and “hereunder” and words of similar import when used in this Agreement shall refer to this
Agreement as a whole and not to any particular provision of this Agreement. The term “or” is not exclusive.
The definitions contained in this Agreement are applicable to the singular as well as the plural forms of such
terms. Except where the context otherwise requires, any agreement or instrument defined or referred to herein

34



or in any agreement or instrument that is referred to herein means such agreement or instrument as from time
to time amended, modified or supplemented. References to a person are also to its permitted successors and
assigns.

SECTION 9.05. Severability. If any term or other provision of this Agreement is invalid, illegal or
incapable of being enforced by any rule or Law, or public policy, all other conditions and provisions of this
Agreement shall nevertheless remain in full force and effect so long as the economic or legal substance of the
transactions contemplated hereby is not affected in any manner materially adverse to any party. Upon such
determination that any term or other provision is invalid, illegal or incapable of being enforced, the parties
hereto shall negotiate in good faith to modify this Agreement so as to effect the original intent of the parties as
closely as possible in an acceptable manner to the end that transactions contemplated hereby are fulfilled to
the extent possible.

SECTION 9.06. Counterparts. This Agreement may be executed in one or more counterparts, all of
which shall be considered one and the same agreement and shall become effective when one or more
counterparts have been signed by each of the parties and delivered to the other parties.

SECTION 9.07. Entire Agreement; No Third-Party Beneficiaries. This Agreement (including the Rome
Disclosure Letter and the Florence Parties Disclosure Letter), taken together with the Confidentiality
Agreement and the letter agreement dated the date hereof among Florence Parent, FME AG, FME and
Rome, (a) constitute the entire agreement, and supersede all prior agreements and understandings, both
written and oral, among the parties with respect to the Transactions and (b) except for Sections 6.04 and 6.06,
are not intended to confer upon any person other than the parties any rights or remedies. Notwithstanding
clause (b) of the immediately preceding sentence, following the Effective Time the provisions of Article 11
shall be enforceable by holders of Certificates.

SECTION 9.08. Governing Law. This Agreement shall be governed by, and construed in accordance
with, the laws of the State of Delaware, regardless of the laws that might otherwise govern under applicable
principles of conflicts of laws thereof.

SECTION 9.09. Assignment. Neither this Agreement nor any of the rights, interests or obligations under
this Agreement shall be assigned, in whole or in part, by operation of law or otherwise by any of the parties
without the prior written consent of the other parties. Any purported assignment without such consent shall be
void. Subject to the preceding sentences, this Agreement will be binding upon, inure to the benefit of, and be
enforceable by, the parties and their respective successors and assigns.

SECTION 09.10. Enforcement. The parties agree that irreparable damage would occur in the event that
any of the provisions of this Agreement were not performed in accordance with their specific terms or were
otherwise breached. It is accordingly agreed that the parties shall be entitled to an injunction or injunctions to
prevent breaches of this Agreement and to enforce specifically the terms and provisions of this Agreement in
any federal court located in the State of Delaware or in the Court of Chancery of the State of Delaware, this
being in addition to any other remedy to which they are entitled at law or in equity. In addition, each of the
parties hereto (a) consents to submit itself to the personal jurisdiction of any federal court located in the State
of Delaware or the Court of Chancery of the State of Delaware in the event any dispute arises out of this
Agreement, the Merger or any other Transaction, (b) agrees that it will not attempt to deny or defeat such
personal jurisdiction by motion or other request for leave from any such court, (c) agrees that it will not bring
any action relating to this Agreement, the Merger or any other Transaction in any court other than any federal
court sitting in the State of Delaware or the Court of Chancery of the State of Delaware and (d) waives any
right to trial by jury with respect to any action related to or arising out of this Agreement, the Merger or any
other Transaction.

SECTION 9.11. Construction. The parties hereto have participated jointly in the negotiation and drafting
of this Agreement. In the event an ambiguity or question of intent or interpretation arises, this Agreement
shall be construed as if drafted jointly by the parties hereto, and no presumption or burden of proof shall arise
favoring or disfavoring any party by virtue of the authorship of any of the provisions of this Agreement.
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IN WITNESS WHEREOF, FME AG, FME, Sub and Rome have duly executed this Agreement, all as
of the date first written above.

FRESENIUS MEDICAL CARE AG,

by /s/ Lawrence A. Rosen

Name: Lawrence A. Rosen
Title: Chief Financial Officer and
Member of Management Board

by /s/ Dr. Rainer Runte

Name: Dr. Rainer Runte
Title: Member of Management Board

FRESENIUS MEDICAL CARE HOLDINGS, INC,,

by /s/ Rice Powell

Name: Rice Powell
Title: Co-Chief Executive Officer

FLORENCE ACQUISITION, INC,,

by /s/ Mats Wahlstrom

Name: Mats Wahlstrom
Title: Co-Chief Executive Officer

RENAL CARE GROUP, INC

by /s/ Gary A. Brukardt

Name: Gary A. Brukardt
Title: President & Chief Executive Officer
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Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Ben J. Lipps, certify that:

1. I have reviewed this report on Form 6-K of Fresenius Medical Care Aktiengesellschaft (the
“Report™).

2. Based on my knowledge, this Report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this Report;

3. Based on my knowledge, the financial statements, and other financial information included in this
Report, fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this Report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the
registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this Report is being prepared,;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this Report our conclusions about the effectiveness of the disclosure controls and procedures, as of the
end of the period covered by this Report based on such evaluation; and

¢) disclosed in this Report any change in the registrant’s internal control over financial reporting
that occurred during the registrant’s most recent fiscal quarter that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s
board of directors (or persons performing the equivalent function):

a) all significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

/s/ Dr. Ben J. Lipps

Dr. Ben J. Lipps
Chief Executive Officer and
Chairman of the Management Board

Date: May 5, 2005



Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Lawrence Rosen, certify that:

1. I have reviewed this report on Form 6-K of Fresenius Medical Care Aktiengesellschaft (the
“Report™);

2. Based on my knowledge, this Report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this Report;

3. Based on my knowledge, the financial statements, and other financial information included in this
Report, fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this Report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the
registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this Report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this Report our conclusions about the effectiveness of the disclosure controls and procedures, as of the
end of the period covered by this Report based on such evaluation; and

c) disclosed in this Report any change in the registrant’s internal control over financial reporting
that occurred during the registrant’s most recent fiscal quarter that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s
board of directors (or persons performing the equivalent function):

a) all significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a

significant role in the registrant’s internal control over financial reporting.

/s/ Lawrence Rosen

Lawrence Rosen
Chief Financial Officer

Date: May 5, 2005



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the report of Fresenius Medical Care AG (the “Company”’) on Form 6-K filed for the
month of May 2005 containing its unaudited financial statements as of and for the three-month period ending
March 31, 2005, as submitted to the Securities and Exchange Commission on the date hereof (the “Report™),
the undersigned, Dr. Ben Lipps, Chief Executive Officer and Lawrence Rosen, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of
2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial
condition and result of operations of the Company.

/s/  Dr. Ben Lipps
Dr. Ben Lipps
Chief Executive Officer and

Chairman of the Management Board
May 5, 2005

/s/ Lawrence Rosen

Lawrence Rosen
Chief Financial Officer
May 5, 2005
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