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Special Note on Factors Affecting Future Results

This Quarterly Report on Form 10-Q contains forward-looking statements regarding future events and the future results of Charles River Laboratories
International, Inc. that are based on our current expectations, estimates, forecasts and projections about the industries in which we operate and the beliefs
and assumptions of our management. Words such as “expect,” “anticipate,” “target,” “goal,” “project,” “intend,” “plan,” “believe,” “seek,” “estimate,”
“will,” “likely,” “may,” “designed,” “would,” “future,” “can,” “could,” and other similar expressions which are predictions of, indicate future events and
trends or which do not relate to historical matters, are intended to identify such forward-looking statements. These statements are based on our current
expectations and beliefs and involve a number of risks, uncertainties and assumptions that are difficult to predict.

For example, we may use forward-looking statements when addressing topics such as: the COVID-19 pandemic, its duration, its impact on our business,
results of operations, financial condition, liquidity, use of our borrowings, business practices, operations, suppliers, third party service providers, customers,
employees, industry, ability to meet future performance obligations, ability to efficiently implement advisable safety precautions, and internal controls over
financial reporting; the COVID-19 pandemic’s impact on demand, the global economy and financial markets; goodwill and asset impairments still under
review; changes and uncertainties in the global economy; future demand for drug discovery and development products and services, including the
outsourcing of these services; our expectations regarding stock repurchases, including the number of shares to be repurchased, expected timing and
duration, the amount of capital that may be expended and the treatment of repurchased shares; the impact of unauthorized access into our information
systems, including the timing and effectiveness of any enhanced security and monitoring; present spending trends and other cost reduction activities by our
clients; future actions by our management; the outcome of contingencies; changes in our business strategy, business practices and methods of generating
revenue; the development and performance of our services and products; market and industry conditions, including competitive and pricing trends; our
strategic relationships with leading pharmaceutical and biotechnology companies, venture capital investments, and opportunities for future similar
arrangements; our cost structure; the impact of acquisitions, including HemaCare and Cellero, LLC; our expectations with respect to revenue growth and
operating synergies (including the impact of specific actions intended to cause related improvements); the impact of specific actions intended to improve
overall operating efficiencies and profitability (and our ability to accommodate future demand with our infrastructure), including gains and losses
attributable to businesses we plan to close, consolidate, divest or repurpose; changes in our expectations regarding future stock option, restricted stock,
performance share units, and other equity grants to employees and directors; expectations with respect to foreign currency exchange; assessing (or
changing our assessment of) our tax positions for financial statement purposes; and our liquidity. In addition, these statements include the impact of
economic and market conditions on us and our clients; the effects of our cost saving actions and the steps to optimize returns to shareholders on an effective
and timely basis; and our ability to withstand the current market conditions.

Forward-looking statements are predictions and are subject to risks, uncertainties and assumptions that are difficult to predict. Therefore, actual results may
differ materially and adversely from those expressed in any forward-looking statements. You are cautioned not to place undue reliance on these forward-
looking statements, which speak only as of the date of this document, or in the case of statements incorporated by reference, on the date of the document
incorporated by reference.

Factors that might cause or contribute to such differences include, but are not limited to, those discussed in our Annual Report on Form 10-K for the year
ended December 28, 2019, under the sections entitled “Our Strategy,” “Management’s Discussion and Analysis of Financial Condition and Results of
Operations,” and in this Quarterly Report on Form 10-Q, under the sections entitled “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” and “Risk Factors,” in our press releases, and other financial filings with the Securities and Exchange Commission. We have no
obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events, or risks. New information,
future events, or risks may cause the forward-looking events we discuss in this report not to occur.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

CHARLES RIVER LABORATORIES INTERNATIONAL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED)

(in thousands, except per share amounts)
 Three Months Ended Six Months Ended
 June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

Service revenue $ 550,561  $ 505,880  $ 1,097,153  $ 956,822  
Product revenue 132,023  151,688  292,490  305,315  

Total revenue 682,584  657,568  1,389,643  1,262,137  
Costs and expenses:   

Cost of services provided (excluding amortization of intangible
assets) 374,938  345,369  747,762  662,169  
Cost of products sold (excluding amortization of intangible assets) 75,408  74,095  157,582  150,087  
Selling, general and administrative 127,712  135,941  257,613  258,515  
Amortization of intangible assets 27,758  22,395  55,637  41,806  

Operating income 76,768  79,768  171,049  149,560  
Other income (expense):  

Interest income 276  274  592  453  
Interest expense (19,352)  (20,835)  (34,419)  (30,822)  
Other income (expense), net 26,260  (213)  2,189  6,093  

Income from operations, before income taxes 83,952  58,994  139,411  125,284  
Provision for income taxes 16,284  14,685  20,906  25,287  
Net income 67,668  44,309  118,505  99,997  

Less: Net income attributable to noncontrolling interests 233  581  301  1,136  

Net income attributable to common shareholders $ 67,435  $ 43,728  $ 118,204  $ 98,861  

Earnings per common share   
Net income attributable to common shareholders:

Basic $ 1.36  $ 0.90  $ 2.39  $ 2.03  
Diluted $ 1.34  $ 0.88  $ 2.36  $ 1.99  

Weighted-average number of common shares outstanding:
Basic 49,553  48,772  49,371  48,615  
Diluted 50,246  49,662  50,118  49,599  

See Notes to Unaudited Condensed Consolidated Financial Statements.
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CHARLES RIVER LABORATORIES INTERNATIONAL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)

(in thousands)
Three Months Ended Six Months Ended

June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

Net income $ 67,668  $ 44,309  $ 118,505  $ 99,997  
Other comprehensive income (loss):

Foreign currency translation adjustment and other 6,750  (3,071)  (38,105)  6,814  
Amortization of net loss and prior service benefit included in net periodic
cost for pension and other post-retirement benefit plans 1,365  374  2,739  748  

Comprehensive income, before income taxes 75,783  41,612  83,139  107,559  
Less: Income tax expense (benefit) related to items of other comprehensive
income 1,862  1,232  (177)  1,130  
Comprehensive income, net of income taxes 73,921  40,380  83,316  106,429  

Less: Comprehensive income (loss) related to noncontrolling interests, net
of income taxes 284  88  (192)  1,101  

Comprehensive income attributable to common shareholders, net of income
taxes $ 73,637  $ 40,292  $ 83,508  $ 105,328  

See Notes to Unaudited Condensed Consolidated Financial Statements.
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CHARLES RIVER LABORATORIES INTERNATIONAL, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

(in thousands, except per share amounts)
June 27, 2020 December 28, 2019

Assets  
Current assets:   

Cash and cash equivalents $ 402,020  $ 238,014  
Trade receivables, net 532,531  514,033  
Inventories 168,366  160,660  
Prepaid assets 66,746  52,588  
Other current assets 65,062  56,030  

Total current assets 1,234,725  1,021,325  
Property, plant and equipment, net 1,028,005  1,044,128  
Operating lease right-of-use assets, net 169,192  140,085  
Goodwill 1,735,641  1,540,565  
Client relationships, net 732,221  613,573  
Other intangible assets, net 73,970  75,840  
Deferred tax assets 42,759  44,659  
Other assets 224,371  212,615  

Total assets $ 5,240,884  $ 4,692,790  

Liabilities, Redeemable Noncontrolling Interests and Equity   
Current liabilities:   

Current portion of long-term debt and finance leases $ 53,713  $ 38,545  
Accounts payable 82,978  111,498  
Accrued compensation 167,957  158,617  
Deferred revenue 170,410  171,805  
Accrued liabilities 144,239  139,118  
Other current liabilities 108,639  90,598  

Total current liabilities 727,936  710,181  
Long-term debt, net and finance leases 2,207,157  1,849,666  
Operating lease right-of-use liabilities 147,348  116,252  
Deferred tax liabilities 201,792  167,283  
Other long-term liabilities 176,042  182,933  

Total liabilities 3,460,275  3,026,315  
Commitments and contingencies (Notes 2, 9, 11, 12, 16 and 17)
Redeemable noncontrolling interests 23,884  28,647  
Equity:   

Preferred stock, $0.01 par value; 20,000 shares authorized; no shares issued and outstanding —  —  
Common stock, $0.01 par value; 120,000 shares authorized; 49,804 shares issued and 49,659 shares outstanding as of

June 27, 2020, and 48,936 shares issued and 48,936 shares outstanding as of December 28, 2019 498  489  
Additional paid-in capital 1,590,117  1,531,785  
Retained earnings 398,533  280,329  

Treasury stock, at cost, 145 and 0 shares, as of June 27, 2020 and December 28, 2019, respectively (23,793)  —  
Accumulated other comprehensive loss (212,714)  (178,019)  

Total equity attributable to common shareholders 1,752,641  1,634,584  
Noncontrolling interest 4,084  3,244  

Total equity 1,756,725  1,637,828  

Total liabilities, redeemable noncontrolling interests and equity $ 5,240,884  $ 4,692,790  

See Notes to Unaudited Condensed Consolidated Financial Statements.
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CHARLES RIVER LABORATORIES INTERNATIONAL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

(in thousands)
 Six Months Ended
 June 27, 2020 June 29, 2019
Cash flows relating to operating activities   
Net income $ 118,505  $ 99,997  

Adjustments to reconcile net income to net cash provided by operating activities:   
Depreciation and amortization 114,468  94,504  
Stock-based compensation 24,103  29,404  
Deferred income taxes 148  (1,347)  
Gain on venture capital and strategic equity investments, net (11,876)  (6,321)  
Other, net 10,487  3,312  

Changes in assets and liabilities:   
Trade receivables, net (19,371)  (36,538)  
Inventories (1,901)  (2,565)  
Accounts payable (25,619)  18,195  
Accrued compensation 8,728  (25,421)  
Deferred revenue (3,273)  (241)  
Customer contract deposits 8,276  (10,918)  
Other assets and liabilities, net 8,221  (17,649)  

Net cash provided by operating activities 230,896  144,412  

Cash flows relating to investing activities   
Acquisition of businesses and assets, net of cash acquired (382,250)  (492,381)  
Capital expenditures (52,521)  (41,512)  
Purchases of investments and contributions to venture capital investments (12,064)  (14,753)  
Proceeds from sale of investments 5,681  15  
Other, net (1,157)  (607)  

Net cash used in investing activities (442,311)  (549,238)  

Cash flows relating to financing activities   
Proceeds from long-term debt and revolving credit facility 1,411,953  1,485,731  
Proceeds from exercises of stock options 36,608  23,853  
Payments on long-term debt, revolving credit facility, and finance lease obligations (1,045,235)  (1,076,761)  
Purchase of treasury stock (23,793)  (17,883)  
Other, net (4,417)  (10,516)  

Net cash provided by financing activities 375,116  404,424  
Effect of exchange rate changes on cash, cash equivalents, and restricted cash 295  5,670  

Net change in cash, cash equivalents, and restricted cash 163,996  5,268  
Cash, cash equivalents, and restricted cash, beginning of period 240,046  197,318  

Cash, cash equivalents, and restricted cash, end of period $ 404,042  $ 202,586  

Supplemental cash flow information:
Cash and cash equivalents $ 402,020  $ 200,589  
Restricted cash included in Other current assets 465  498  
Restricted cash included in Other assets 1,557  1,499  

Cash, cash equivalents, and restricted cash, end of period $ 404,042  $ 202,586  

See Notes to Unaudited Condensed Consolidated Financial Statements.
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CHARLES RIVER LABORATORIES INTERNATIONAL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (UNAUDITED)

        (in thousands)

Common Stock Additional
Paid-In
Capital

Retained
Earnings

Accumulated
Other

Comprehensive
Income (Loss)

Treasury Stock
Total Equity

Attributable to
Common

Shareholders
Noncontrolling

Interest Total EquityShares Amount Shares Amount
December 28, 2019 48,936  $ 489  $ 1,531,785  $ 280,329  $ (178,019)  —  $ —  $ 1,634,584  $ 3,244  $ 1,637,828  
Net income —  —  —  50,769  —  —  —  50,769  399  51,168  
Other comprehensive loss —  —  —  —  (40,898)  —  —  (40,898)  —  (40,898)  
Buy-out and contingent
consideration recognition in
connection with redeemable
noncontrolling interest —  —  (2,379)  —  —  —  —  (2,379)  —  (2,379)  
Issuance of stock under employee
compensation plans 694  7  22,616  —  —  —  —  22,623  —  22,623  
Acquisition of treasury shares —  —  —  —  —  144  (23,675)  (23,675)  —  (23,675)  
Stock-based compensation —  —  10,960  —  —  —  —  10,960  —  10,960  

March 28, 2020 49,630  496  1,562,982  331,098  (218,917)  144  (23,675)  1,651,984  3,643  1,655,627  
Net income —  —  —  67,435  —  —  —  67,435  441  67,876  
Other comprehensive income —  —  —  —  6,203  —  —  6,203  —  6,203  
Issuance of stock under employee
compensation plans 174  2  13,992  —  —  —  —  13,994  —  13,994  
Acquisition of treasury shares —  —  —  —  —  1  (118)  (118)  —  (118)  
Stock-based compensation —  —  13,143  —  —  —  —  13,143  —  13,143  

June 27, 2020 49,804  $ 498  $ 1,590,117  $ 398,533  $ (212,714)  145  $ (23,793)  $ 1,752,641  $ 4,084  $ 1,756,725  
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Common Stock Additional
Paid-In
Capital

Retained
Earnings

Accumulated
Other

Comprehensive
Income (Loss)

Treasury Stock
Total Equity

Attributable to
Common

Shareholders
Noncontrolling

Interest Total EquityShares Amount Shares Amount
December 29, 2018 48,210  $ 482  $ 1,447,512  $ 42,096  $ (172,703)  1  $ (55)  $ 1,317,332  $ 2,446  $ 1,319,778  
Net income —  —  —  55,133  —  —  —  55,133  469  55,602  
Other comprehensive income —  —  —  —  9,903  —  —  9,903  —  9,903  
Adjustment of redeemable
noncontrolling interest to
redemption value —  —  (1,451)  —  —  —  —  (1,451)  —  (1,451)  
Issuance of stock under employee
compensation plans 674  7  22,051  —  —  —  —  22,058  —  22,058  
Acquisition of treasury shares —  —  —  —  —  136  (17,760)  (17,760)  —  (17,760)  
Stock-based compensation —  —  12,899  —  —  —  —  12,899  —  12,899  

March 30, 2019 48,884  489  1,481,011  97,229  (162,800)  137  (17,815)  1,398,114  2,915  1,401,029  
Net income —  —  —  43,728  —  —  —  43,728  383  44,111  
Other comprehensive loss —  —  —  —  (3,436)  —  —  (3,436)  —  (3,436)  
Purchase of additional equity
interest in and modification of
Vital River redeemable
noncontrolling interest —  —  (1,870)  —  —  —  —  (1,870)  —  (1,870)  
Issuance of stock under employee
compensation plans 53  —  2,148  —  —  —  —  2,148  —  2,148  
Acquisition of treasury shares —  —  —  —  —  1  (123)  (123)  —  (123)  
Stock-based compensation —  —  16,505  —  —  —  —  16,505  —  16,505  

June 29, 2019 48,937  $ 489  $ 1,497,794  $ 140,957  $ (166,236)  138  $ (17,938)  $ 1,455,066  $ 3,298  $ 1,458,364  

See Notes to Unaudited Condensed Consolidated Financial Statements.
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CHARLES RIVER LABORATORIES INTERNATIONAL, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION

The accompanying condensed consolidated financial statements are unaudited and have been prepared by Charles River Laboratories International, Inc.
(the Company) in accordance with accounting principles generally accepted in the United States (U.S. GAAP) and pursuant to the rules and regulations of
the Securities and Exchange Commission (SEC). The year-end condensed consolidated balance sheet data was derived from the Company’s audited
consolidated financial statements, but does not include all disclosures required by U.S. GAAP. These unaudited condensed consolidated financial
statements should be read in conjunction with the Company’s Annual Report on Form 10-K for fiscal year 2019. The unaudited condensed consolidated
financial statements, in the opinion of management, reflect all normal and recurring adjustments necessary for a fair statement of the Company’s financial
position and results of operations.

Use of Estimates
The preparation of unaudited condensed consolidated financial statements in accordance with U.S. GAAP requires that the Company make estimates and
judgments that may affect the reported amounts of assets, liabilities, revenues, expenses and related disclosure of contingent assets and liabilities. On an on-
going basis, the Company evaluates its estimates, judgments, and methodologies. The Company bases its estimates on historical experience and on various
other assumptions that are believed to be reasonable, the results of which form the basis for making judgments about the carrying values of assets and
liabilities. Actual results may differ from these estimates under different assumptions or conditions. Changes in estimates are reflected in reported results in
the period in which they become known.

On March 11, 2020, the World Health Organization declared the outbreak of a strain of novel coronavirus disease, COVID-19, a global pandemic. The
COVID-19 pandemic is dynamic and expanding, and its ultimate scope, duration and effects are uncertain. This pandemic has and continues to result in,
and any future epidemic or pandemic crises may potentially result in, direct and indirect adverse effects on the Company’s industry and customers, which
in turn has (with respect to COVID-19) and may (with respect to future epidemics or crises) impact the Company’s business, results of operations and
financial condition. Further, the COVID-19 pandemic may also affect the Company’s operating and financial results in a manner that is not presently
known to the Company or that the Company currently does not expect to present significant risks to its operations or financial results. As of the date of
issuance of these unaudited condensed consolidated financial statements, the Company is not aware of any specific event or circumstance that would
require the Company to update estimates, judgments or revise the carrying value of any assets or liabilities. These estimates may change, as new events
occur and additional information is obtained, and are recognized in the condensed consolidated financial statements as soon as they become known. Actual
results could differ from those estimates and any such differences may be material to the Company’s condensed consolidated financial statements.

Consolidation
The Company’s unaudited condensed consolidated financial statements reflect its financial statements and those of its subsidiaries in which the Company
holds a controlling financial interest. For consolidated entities in which the Company owns or is exposed to less than 100% of the economics, the Company
records net income (loss) attributable to noncontrolling interests in its consolidated statements of income equal to the percentage of the economic or
ownership interest retained in such entities by the respective noncontrolling parties. Intercompany balances and transactions are eliminated in
consolidation.

The Company’s fiscal year is typically based on 52-weeks, with each quarter composed of 13 weeks ending on the last Saturday on, or closest to, March
31, June 30, September 30, and December 31.

Segment Reporting
The Company reports its results in three reportable segments: Research Models and Services (RMS), Discovery and Safety Assessment (DSA), and
Manufacturing Support (Manufacturing). The Company’s RMS reportable segment includes the Research Models, Research Model Services, and Research
Products businesses. Research Models includes the commercial production and sale of small research models, as well as the supply of large research
models. Research Model Services includes: Genetically Engineered Models and Services (GEMS), which performs contract breeding and other services
associated with genetically engineered models; Research Animal Diagnostic Services (RADS), which provides health monitoring and diagnostics services
related to research models; and Insourcing Solutions (IS), which provides colony management of its clients’ research operations (including recruitment,
training, staffing, and management services). Research Products supplies controlled, consistent, customized primary cells and blood components derived
from normal and mobilized peripheral blood, bone marrow, and cord blood. The Company’s DSA reportable segment includes services required to take a
drug through the early development process including discovery services, which are non-regulated services to assist clients with the identification,
screening, and selection of a lead compound for drug development, and regulated and non-regulated (GLP and non-GLP) safety assessment services. The
Company’s Manufacturing reportable segment includes Microbial Solutions, which provides in vitro (non-animal) lot-release testing products, microbial
detection products, and species identification
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CHARLES RIVER LABORATORIES INTERNATIONAL, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

services; Biologics Testing Services (Biologics), which performs specialized testing of biologics; and Avian Vaccine Services (Avian), which supplies
specific-pathogen-free chicken eggs and chickens.

Summary of Significant Accounting Policies
The Company’s significant accounting policies are described in Note 1, “Description of Business and Summary of Significant Accounting Policies” in the
Company’s Annual Report on Form 10-K for fiscal year 2019.

Newly Adopted Accounting Pronouncements
In August 2018, the Financial Accounting Standards Board (FASB) issued ASU 2018-15, “Intangibles - Goodwill and Other - Internal-Use Software
(Subtopic 350-40): Customer’s Accounting for Implementation Costs Incurred in a Cloud Computer Arrangement that is a Service Contract.” ASU 2018-
15 aligns the requirements for capitalizing implementation costs incurred in a hosting arrangement that is a service contract with the requirements for
capitalizing implementation costs incurred to develop or obtain internal-use software (and hosting arrangements that include an internal-use software
license). This standard became effective for the Company in the three months ended March 28, 2020 and did not have a significant impact on the unaudited
condensed consolidated financial statements and related disclosures.

In August 2018, the FASB issued ASU 2018-13, “Fair Value Measurement (Topic 820) - Disclosure Framework - Changes to the Disclosure Requirements
for Fair Value Measurement.” ASU 2018-13 removes the disclosure requirement for the amount and reasons for transfers between Level 1 and Level 2 fair
value measurements as well as the process for Level 3 fair value measurements. In addition, the ASU adds the disclosure requirements for changes in
unrealized gains and losses included in Other comprehensive income (loss) for recurring Level 3 fair value measurements held at the end of the reporting
period as well as the range and weighted average of significant unobservable inputs used to develop Level 3 fair value measurements. This standard
became effective for the Company in the three months ended March 28, 2020 and did not have a significant impact on the unaudited condensed
consolidated financial statements and related disclosures.

In August 2018, the FASB issued ASU 2018-14, “Compensation Retirement Benefits - Defined Benefit Plans -General (Subtopic 715-20).” ASU 2018-14
removes the requirements to disclose the amounts in Accumulated other comprehensive income (loss) expected to be recognized as components of net
periodic benefit cost over the next fiscal year and the related party disclosures about the amount of future annual benefits covered by insurance contracts. In
addition, the ASU adds the requirement to disclose an explanation for any significant gains and losses related to changes in the benefit obligation for the
period. This standard became effective for the Company in the three months ended March 28, 2020 and did not have a significant impact on the unaudited
condensed consolidated financial statements and related disclosures.

In January 2017, the FASB issued ASU 2017-04, “Simplifying the Test for Goodwill Impairment.” The standard simplifies the accounting for goodwill
impairment by removing Step 2 of the goodwill impairment test, which requires a hypothetical purchase price allocation. This standard became effective
for the Company in the three months ended March 28, 2020 and did not have an impact on the unaudited condensed consolidated financial statements and
related disclosures. The Company performs its annual impairment test during the fourth quarter of a fiscal year and does not expect any significant impact
on the consolidated financial statements and related disclosures.

In June 2016, the FASB issued ASU 2016-13, “Financial Instruments - Credit Losses”. The standard, including subsequently issued amendments, requires
a financial asset measured at amortized cost basis, such as trade and notes receivables, to be presented at the net amount expected to be collected based on
relevant information about past events, including historical experience, current conditions, and reasonable and supportable forecasts that affect the
collectability of the reported amount. This standard became effective for the Company in the three months ended March 28, 2020 and did not have a
significant impact on the unaudited condensed consolidated financial statements and related disclosures.

Newly Issued Accounting Pronouncements
In March 2020, the FASB issued ASU 2020-04, “Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate Reform on Financial
Reporting.” The ASU offers temporary optional expedients and exceptions for applying U.S. GAAP to modifications to agreements such as loans, debt
securities, derivatives, and borrowings which reference LIBOR or another reference rate that is expected to be discontinued by December 31, 2021. The
expedients and exceptions provided by the standard do not apply to modifications made and hedging relationships entered into or evaluated after December
31, 2022, except for hedging relationships existing as of December 31, 2022 that an entity has elected certain optional expedients for and are retained
through the end of the hedging relationship. The ASU is effective until December 31, 2022 when the replacement for LIBOR is expected to be completed.
The interest rate on the Company’s senior credit facility, which matures in fiscal year 2023, is linked to LIBOR. The Company is in the process of
evaluating options for transitioning away from the senior credit facility’s use of LIBOR and expects to be completed by the time LIBOR is phased out. The
Company is still evaluating the impact this standard will have on its consolidated financial statements and related disclosures and has yet to elect an
adoption date.

In January 2020, the FASB issued ASU 2020-01, “Investments-Equity Securities (Topic 321), Investments-Equity Method and Joint Ventures (Topic 323),
and Derivatives and Hedging (Topic 815).” ASU 2020-01 states any equity security transitioning
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from the alternative method of accounting under Topic 321 to the equity method, or vice versa, due to an observable transaction will be remeasured
immediately before the transition. In addition, the ASU clarifies the accounting for certain non-derivative forward contracts or purchased call options to
acquire equity securities stating such instruments will be measured using the fair value principles of Topic 321 before settlement or exercise. The ASU is
effective for fiscal years beginning after December 15, 2020, and will be applied on a prospective basis. Early adoption is permitted. The Company is still
evaluating the impact this standard will have on its consolidated financial statements and related disclosures, but does not believe there will be a material
impact upon adoption.

In December 2019, the FASB issued ASU 2019-12, “Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes.” ASU 2019-12 simplifies
the accounting for income taxes by removing exceptions within the general principles of Topic 740 regarding the calculation of deferred tax liabilities, the
incremental approach for intraperiod tax allocation, and calculating income taxes in an interim period. In addition, the ASU adds clarifications to the
accounting for franchise tax (or similar tax), which is partially based on income, evaluating tax basis of goodwill recognized from a business combination,
and reflecting the effect of any enacted changes in tax laws or rates in the annual effective tax rate computation in the interim period that includes the
enactment date. The ASU is effective for fiscal years beginning after December 15, 2020, and will be applied either retrospectively or prospectively based
upon the applicable amendments. Early adoption is permitted. The adoption of this standard is not expected to have a material impact on the Company’s
consolidated financial statements and related disclosures.

2. BUSINESS COMBINATIONS

HemaCare Corporation
On January 3, 2020, the Company acquired HemaCare Corporation (HemaCare), a business specializing in the production of human-derived cellular
products for the cell therapy market. The acquisition of HemaCare expands the Company’s comprehensive portfolio of early-stage research and
manufacturing support solutions to encompass the production and customization of high-quality, human derived cellular products to better support clients’
cell therapy programs. The purchase price of HemaCare was $379.8 million in cash. The acquisition was funded through a combination of cash on hand
and proceeds from the Company’s Credit Facility under the multi-currency revolving facility. See Note 9, “Long-Term Debt and Finance Leases.” This
business is reported as part of the Company’s RMS reportable segment.

The preliminary purchase allocation of $376.7 million, net of $3.1 million of cash acquired was as follows:

January 3, 2020
(in thousands)

Trade receivables $ 6,451  
Inventories 8,468  
Other current assets (excluding cash) 3,527  
Property, plant and equipment 10,033  
Goodwill 209,104  
Definite-lived intangible assets 183,540  
Other long-term assets 5,920  
Current liabilities (5,188)  
Deferred tax liabilities (37,470)  
Other long-term liabilities (7,664)  

Total purchase price allocation $ 376,721  

The purchase price allocation is subject to change as additional information becomes available concerning the fair value and tax basis of the assets acquired
and liabilities assumed, including certain contracts and obligations. Any additional adjustments to the purchase price allocation will be made as soon as
practicable but no later than one year from the date of acquisition.

The breakout of definite-lived intangible assets acquired was as follows:
Definite-Lived Intangible

Assets
Weighted Average
Amortization Life

(in thousands) (in years)

Client relationships $ 170,390  19
Trade name 7,330  10
Other intangible assets 5,820  3

Total definite-lived intangible assets $ 183,540  18
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The goodwill resulting from the transaction is primarily attributable to the potential growth of the Company’s RMS business from customers introduced
through HemaCare and the assembled workforce of the acquired business. The goodwill attributable to HemaCare is not deductible for tax purposes.

The Company incurred transaction and integration costs in connection with the acquisition of $0.1 million and $5.8 million for the three and six months
ended June 27, 2020, respectively, which were primarily included in Selling, general and administrative expenses within the unaudited condensed
consolidated statements of income.

Beginning on January 3, 2020, HemaCare has been included in the operating results of the Company. HemaCare revenue for the three and six months
ended June 27, 2020 was $6.4 million and $18.7 million, respectively. HemaCare operating loss for the three and six months ended June 27, 2020 was $5.9
million and $8.1 million, respectively.

The following selected unaudited pro forma consolidated results of operations are presented as if the HemaCare acquisition had occurred as of the
beginning of the period immediately preceding the period of acquisition, which is December 30, 2018, after giving effect to certain adjustments. For the six
months ended June 27, 2020, these adjustments included additional amortization of intangible assets and depreciation of fixed assets of $0.4 million,
elimination of intercompany activity and other one-time costs, and the tax impacts of these adjustments. For the six months ended June 29, 2019, these
adjustments included additional amortization of intangible assets and depreciation of fixed assets of $6.4 million, additional interest expense on borrowings
of $6.1 million, elimination of intercompany activity and other one-time costs, and the tax impacts of these adjustments.

Three Months Ended Six Months Ended
June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

(in thousands)
(unaudited)

Revenue $ 682,584  $ 668,095  $ 1,389,661  $ 1,281,551  
Net income attributable to common shareholders 67,383  42,467  123,088  94,654  

These unaudited pro forma results of operations have been prepared for comparative purposes only, and they do not purport to be indicative of the results of
operations that actually would have resulted had the acquisition occurred on the dates indicated or that may result in the future. No effect has been given for
synergies, if any, that may be realized through the acquisition.

Citoxlab
On April 29, 2019, the Company acquired Citoxlab, a non-clinical CRO, specializing in regulated safety assessment services, non-regulated discovery
services, and medical device testing. With operations in Europe and North America, the acquisition of Citoxlab further strengthens the Company’s position
as a leading, global, early-stage CRO by expanding its scientific portfolio and geographic footprint, which enhances the Company’s ability to partner with
clients across the drug discovery and development continuum. The purchase price for Citoxlab was $527.1 million in cash. The acquisition was funded
through a combination of cash on hand and proceeds from the Company’s Credit Facility under the multi-currency revolving facility. This business is
reported as part of the Company’s DSA reportable segment.
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The purchase allocation of $490.4 million, net of $36.7 million of cash acquired was as follows:

April 29, 2019
(in thousands)

Trade receivables $ 35,405  
Inventories 5,282  
Other current assets (excluding cash) 13,917  
Property, plant and equipment 88,605  
Goodwill 280,161  
Definite-lived intangible assets 162,400  
Other long-term assets 20,063  
Deferred revenue (15,278)  
Current liabilities (46,081)  
Deferred tax liabilities (27,458)  
Other long-term liabilities (22,624)  
Redeemable noncontrolling interest (4,035)  

Total purchase price allocation $ 490,357  

From the date of the acquisition through March 28, 2020, the Company recorded measurement-period adjustments related to the acquisition that resulted in
an immaterial change to the purchase price allocation on a consolidated basis. No further adjustments will be made to the purchase price allocation.

The breakout of definite-lived intangible assets acquired was as follows:

Definite-Lived Intangible
Assets

Weighted Average
Amortization Life

(in thousands) (in years)

Client relationships $ 134,600  13
Developed technology 19,900  3
Backlog 7,900  1

Total definite-lived intangible assets $ 162,400  12

The goodwill resulting from the transaction, $7.2 million of which is deductible for tax purposes due to a prior asset acquisition, is primarily attributable to
the potential growth of the Company’s DSA business from customers introduced through Citoxlab and the assembled workforce of the acquired business.

The Company incurred transaction and integration costs in connection with the acquisition of $1.2 million and $12.1 million for the three months ended
June 27, 2020 and June 29, 2019, respectively, which were primarily included in Selling, general and administrative expenses within the unaudited
condensed consolidated statements of income. The Company incurred transaction and integration costs in connection with the acquisition of $2.5 million
and $17.2 million for six months ended June 27, 2020 and June 29, 2019, respectively, which were primarily included in Selling, general and administrative
expenses within the unaudited condensed consolidated statements of income.

The following selected unaudited pro forma consolidated results of operations are presented as if the Citoxlab acquisition had occurred as of the beginning
of the period immediately preceding the period of acquisition, which is December 31, 2017, after giving effect to certain adjustments. For the six months
ended June 29, 2019, these adjustments included additional amortization of intangible assets and depreciation of fixed assets of $4.0 million, additional
interest expense on borrowings of $1.2 million, elimination of intercompany activity and other one-time costs, and the tax impacts of these adjustments.

June 29, 2019
Three Months Ended Six Months Ended

Revenue $ 673,645  $ 1,325,483  
Net income attributable to common shareholders 53,625  114,653  

These unaudited pro forma results of operations have been prepared for comparative purposes only, and they do not purport to be indicative of the results of
operations that actually would have resulted had the acquisition occurred on the dates indicated or that may result in the future. No effect has been given for
synergies, if any, that may be realized through the acquisition.
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Other Acquisition

On August 28, 2019, the Company acquired an 80% ownership interest in a supplier that supports the Company’s DSA reportable segment. The remaining
20% interest is a redeemable non-controlling interest. See Note 10, “Equity and Noncontrolling Interests.” The purchase price was $23.4 million, net of a
$4.0 million pre-existing relationship for a supply agreement settled upon acquisition. The acquisition was funded through a combination of cash on hand
and proceeds from the Company’s Credit Facility under the multi-currency revolving facility. The business is reported as part of the Company’s DSA
reportable segment.

The purchase allocation of $23.1 million, net of $0.3 million of cash acquired was as follows:

August 28, 2019
(in thousands)

Trade receivables $ 189  
Inventories 7,644  
Property, plant and equipment 1,462  
Goodwill 12,591  
Other long-term assets 11,849  
Current liabilities (441)  
Deferred tax liabilities (1,253)  
Other long-term liabilities (238)  
Redeemable noncontrolling interest (8,740)  

Total purchase price allocation $ 23,063  

From the date of the acquisition through June 27, 2020, the Company recorded measurement-period adjustments related to the acquisition that resulted in
an immaterial change to the purchase price allocation on a consolidated basis. No further adjustments will be made to the purchase price allocation.

No significant integration costs were incurred with the acquisition for the three and six months ended June 27, 2020. The Company incurred transaction
and integration costs in connection with the acquisition of $1.1 million for the three and six months ended June 29, 2019.

Pro forma financial information as well as the disclosure of actual results have not been included because these financial results are not significant when
compared to the Company’s consolidated financial results.

3. REVENUE FROM CONTRACTS WITH CUSTOMERS

Disaggregation of Revenue

The following tables disaggregate the Company’s revenue by major business line and timing of transfer of products or services:

Three Months Ended Six Months Ended
June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

(in thousands)
Major Products/Service Lines:

RMS $ 116,549  $ 136,054  $ 262,545  $ 273,226  
DSA 442,564  405,517  881,247  759,714  
Manufacturing 123,471  115,997  245,851  229,197  

Total revenue $ 682,584  $ 657,568  $ 1,389,643  $ 1,262,137  
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Three Months Ended Six Months Ended
June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

(in thousands)
Timing of Revenue Recognition:
RMS

Services and products transferred over time $ 57,357  $ 57,321  $ 117,398  $ 112,134  
Services and products transferred at a point in time 59,192  78,733  145,147  161,092  

DSA

Services and products transferred over time 442,447  405,351  881,011  759,429  
Services and products transferred at a point in time 117  166  236  285  

Manufacturing

Services and products transferred over time 41,317  34,470  78,631  66,366  
Services and products transferred at a point in time 82,154  81,527  167,220  162,831  

Total revenue $ 682,584  $ 657,568  $ 1,389,643  $ 1,262,137  

RMS
The RMS business generates revenue through the commercial production and sale of research models, research products, and the provision of services
related to the maintenance and monitoring of research models and management of clients’ research operations. Revenue from the sale of research models
and products is recognized at a point in time when the customer obtains control of the product, which may be upon shipment or upon delivery based on the
shipping terms of a contract. Revenue generated from research models services is recognized over time and is typically based on a right-to-invoice measure
of progress (output method) as invoiced amounts correspond directly to the value of the Company’s performance to date.

DSA
The Discovery and Safety Assessment business provides a full suite of integrated drug discovery services directed at the identification, screening and
selection of a lead compound for drug development and offers a full range of safety assessment services including bioanalysis, drug metabolism,
pharmacokinetics, toxicology and pathology. Discovery and Safety Assessment services revenue is generally recognized over time using the cost-to-cost or
right to invoice measures of progress, primarily representing fixed fee service contracts and per unit service contracts, respectively.

Manufacturing
The Manufacturing business includes Microbial Solutions, which provides in vitro (non-animal) lot-release testing products, microbial detection products,
and species identification services; Biologics Testing Services (Biologics), which performs specialized testing of biologics; and Avian Vaccine Services
(Avian), which supplies specific-pathogen-free chicken eggs and chickens. Species identification service revenue is generally recognized at a point in time
as identifications are completed by the Company. Biologics service revenue is generally recognized over time using the cost-to-cost measure of progress.
Microbial Solutions and Avian product sales are generally recognized at a point in time when the customer obtains control of the product, which may be
upon shipment or upon delivery based on the contractual shipping terms of a contract.

Transaction Price Allocated to Future Performance Obligations

The Company discloses the aggregate amount of transaction price that is allocated to performance obligations that have not yet been satisfied as of June 27,
2020. Excluded from the disclosure is the value of unsatisfied performance obligations for (i) contracts with an original expected length of one year or less
and (ii) contracts for which revenue is recognized at the amount to which the Company has the right to invoice for services performed. The Company has
assessed future performance obligations with respect to the COVID-19 pandemic uncertainties and believes there is an insignificant impact on the ability to
meet future performance obligations and the amount of revenue to be recognized.

The following table includes estimated revenue expected to be recognized in the future related to performance obligations that are unsatisfied (or partially
satisfied) as of June 27, 2020:

Revenue Expected to be Recognized in Future Periods
Less than 1 Year 1 to 3 Years 4 to 5 Years Beyond 5 Years Total

(in thousands)

DSA $ 255,160  $ 121,350  $ 5,195  $ 654  $ 382,359  
Manufacturing 11,585  6,627  32  19  18,263  

Total $ 266,745  $ 127,977  $ 5,227  $ 673  $ 400,622  
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Contract Balances from Contracts with Customers

The timing of revenue recognition, billings and cash collections results in billed receivables (client receivables), contract assets (unbilled revenue), and
contract liabilities (current and long-term deferred revenue and customer contract deposits) on the unaudited condensed consolidated balance sheets. The
Company’s payment terms are generally 30 days in the United States and consistent with prevailing practice in international markets. A contract asset is
recorded when a right to consideration in exchange for goods or services transferred to a customer is conditioned other than the passage of time. Client
receivables are recorded separately from contract assets since only the passage of time is required before consideration is due. A contract liability is
recorded when consideration is received, or such consideration is unconditionally due, from a customer prior to transferring goods or services to the
customer under the terms of a contract. Contract liabilities are recognized as revenue after control of the products or services is transferred to the customer
and all revenue recognition criteria have been met. The following table provides information about client receivables, contract assets, and contract
liabilities from contracts with customers:

June 27, 2020 December 28, 2019
(in thousands)

Balances from contracts with customers:

Client receivables $ 403,351  $ 395,740  
Contract assets (unbilled revenue) 133,393  121,957  
Contract liabilities (current and long-term deferred revenue) 186,198  192,788  
Contract liabilities (customer contract deposits) 41,165  33,080  

When the Company does not have the unconditional right to advanced billings, both advanced client payments and unpaid advanced client billings are
excluded from deferred revenue, with the advanced billings also being excluded from client receivables. The Company excluded approximately $13 million
and $27 million of unpaid advanced client billings from both client receivables and deferred revenue in the accompanying unaudited condensed
consolidated balance sheets as of June 27, 2020 and December 28, 2019, respectively. Advanced client payments of approximately $41 million and $33
million have been presented as customer contract deposits within other current liabilities in the accompanying unaudited condensed consolidated balance
sheets as of June 27, 2020 and December 28, 2019, respectively.

Other changes in the contract asset and the contract liability balances during the six months ended June 27, 2020 were as follows:

(i) Changes due to business combinations:

See Note 2. “Business Combinations” for client receivables, contract assets, and contract liabilities that were acquired as part of the HemaCare
acquisition on January 3, 2020.

(ii) Cumulative catch-up adjustments to revenue that affect the corresponding contract asset or contract liability, including adjustments arising from a
change in the measure of progress, a change in an estimate of the transaction price (including any changes in the assessment of whether an estimate of
variable consideration is constrained), or a contract modification:

During the six months ended June 27, 2020, an immaterial cumulative catch-up adjustment to revenue was recorded.

(iii) A change in the time frame for a right to consideration to become unconditional (that is, for a contract asset to be recorded as a client receivable):

Approximately 75% of unbilled revenue as of December 28, 2019 was billed during the six months ended June 27, 2020.

(iv) A change in the time frame for a performance obligation to be satisfied (that is, for the recognition of revenue arising from a contract liability):

Approximately 75% of contract liabilities as of December 28, 2019 were recognized as revenue during the six months ended June 27, 2020.
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4. SEGMENT INFORMATION

The Company’s three reportable segments are RMS, DSA, and Manufacturing. The following table presents revenue and other financial information by
reportable segment:

Three Months Ended Six Months Ended
June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

(in thousands)

RMS   
Revenue $ 116,549  $ 136,054  $ 262,545  $ 273,226  
Operating income 3,844  31,512  31,217  69,344  
Depreciation and amortization 9,126  4,981  17,878  9,303  
Capital expenditures 6,621  5,049  12,033  9,161  

DSA

Revenue $ 442,564  $ 405,517  $ 881,247  $ 759,714  
Operating income 72,241  63,514  144,524  110,219  
Depreciation and amortization 41,101  37,549  82,431  71,333  
Capital expenditures 16,175  15,141  30,904  23,989  

Manufacturing

Revenue $ 123,471  $ 115,997  $ 245,851  $ 229,197  
Operating income 42,930  33,141  84,042  64,640  
Depreciation and amortization 6,236  5,782  12,602  11,587  
Capital expenditures 3,037  4,272  8,198  7,878  

Reconciliations of segment operating income, depreciation and amortization, and capital expenditures to the respective consolidated amounts are as
follows:

Operating Income Depreciation and Amortization Capital Expenditures
June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

(in thousands)
Three Months Ended:

Total reportable segments $ 119,015  $ 128,167  $ 56,463  $ 48,312  $ 25,833  $ 24,462  
Unallocated corporate (42,247)  (48,399)  745  834  967  319  

Total consolidated $ 76,768  $ 79,768  $ 57,208  $ 49,146  $ 26,800  $ 24,781  

Six Months Ended:

Total reportable segments $ 259,783  $ 244,203  $ 112,911  $ 92,223  $ 51,135  $ 41,028  
Unallocated corporate (88,734)  (94,643)  1,557  2,281  1,386  484  

Total consolidated $ 171,049  $ 149,560  $ 114,468  $ 94,504  $ 52,521  $ 41,512  

Revenue for each significant product or service offering is as follows:

 Three Months Ended Six Months Ended
June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

(in thousands)

RMS $ 116,549  $ 136,054  $ 262,545  $ 273,226  
DSA 442,564  405,517  881,247  759,714  
Manufacturing 123,471  115,997  245,851  229,197  

Total revenue $ 682,584  $ 657,568  $ 1,389,643  $ 1,262,137  
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A summary of unallocated corporate expense consists of the following:

Three Months Ended Six Months Ended
June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

(in thousands)

Stock-based compensation $ 8,203  $ 10,718  $ 14,907  $ 18,992  
Compensation, benefits, and other employee-related
expenses 20,749  13,753  42,729  35,791  
External consulting and other service expenses 4,917  4,094  7,386  7,904  
Information technology 4,235  4,555  7,951  7,277  
Depreciation 745  834  1,557  2,281  
Acquisition and integration 869  12,470  7,852  17,942  
Other general unallocated corporate 2,529  1,975  6,352  4,456  

Total unallocated corporate expense $ 42,247  $ 48,399  $ 88,734  $ 94,643  

Other general unallocated corporate expense consists of costs associated with departments such as senior executives, corporate accounting, legal, tax,
human resources, treasury, and investor relations.

Revenue by geographic area is as follows:

U.S. Europe Canada Asia Pacific Other Consolidated
(in thousands)

Three Months Ended:

June 27, 2020 $ 382,918  $ 190,935  $ 71,543  $ 35,965  $ 1,223  $ 682,584  
June 29, 2019 367,924  182,770  68,902  36,213  1,759  657,568  

Six Months Ended:

June 27, 2020 $ 789,630  $ 381,197  $ 148,176  $ 67,794  $ 2,846  $ 1,389,643  
June 29, 2019 718,100  349,135  122,881  69,392  2,629  1,262,137  

Included in the Other category above are operations located in Brazil and Israel. Revenue represents sales originating in entities physically located in the
identified geographic area.

5. SUPPLEMENTAL BALANCE SHEET INFORMATION

The composition of trade receivables, net is as follows:

June 27, 2020 December 28, 2019
(in thousands)

Client receivables $ 403,351  $ 395,740  
Unbilled revenue 133,393  121,957  

Total 536,744  517,697  
Less: Allowance for doubtful accounts (4,213)  (3,664)  

Trade receivables, net $ 532,531  $ 514,033  

The composition of inventories is as follows:

June 27, 2020 December 28, 2019
(in thousands)

Raw materials and supplies $ 25,426  $ 24,613  
Work in process 36,616  35,852  
Finished products 106,324  100,195  

Inventories $ 168,366  $ 160,660  
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The composition of other current assets is as follows:

June 27, 2020 December 28, 2019
(in thousands)

Prepaid income tax $ 63,361  $ 54,358  
Short-term investments 929  941  
Restricted cash 465  431  
Other 307  300  

Other current assets $ 65,062  $ 56,030  

The composition of other assets is as follows:

June 27, 2020 December 28, 2019
(in thousands)

Venture capital investments $ 124,730  $ 108,983  
Strategic equity investments 17,087  13,996  
Life insurance policies 36,001  38,207  
Other long-term income tax assets 20,625  20,570  
Restricted cash 1,557  1,601  
Other 24,371  29,258  

Other assets $ 224,371  $ 212,615  

The composition of other current liabilities is as follows:

June 27, 2020 December 28, 2019
(in thousands)

Current portion of operating lease right-of-use liabilities $ 24,450  $ 20,357  
Accrued income taxes 32,302  26,066  
Customer contract deposits 41,165  33,080  
Other 10,722  11,095  

Other current liabilities $ 108,639  $ 90,598  

The composition of other long-term liabilities is as follows:

June 27, 2020 December 28, 2019
(in thousands)

U.S. Transition Tax $ 50,057  $ 52,066  
Long-term pension liability, accrued executive supplemental
life insurance retirement plan and deferred compensation
plan 76,572  80,833  
Long-term deferred revenue 15,788  20,983  
Other 33,625  29,051  

Other long-term liabilities $ 176,042  $ 182,933  

6. VENTURE CAPITAL AND STRATEGIC EQUITY INVESTMENTS

Venture capital investments were $124.7 million and $109.0 million as of June 27, 2020 and December 28, 2019, respectively. The Company’s total
commitment to the venture capital funds as of June 27, 2020 was $130.4 million, of which the Company funded $87.5 million through that date. The
Company received dividends totaling $2.4 million and $0.9 million for the three months ended June 27, 2020 and June 29, 2019, respectively. The
Company received dividends totaling $3.3 million and $1.6 million for the six months ended June 27, 2020 and June 29, 2019, respectively.
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The Company recognized gains of $23.9 million and losses of $4.3 million related to the venture capital investments for the three months ended June 27,
2020 and June 29, 2019, respectively. The Company recognized gains of $11.9 million and gains of $6.3 million related to the venture capital investments
for the six months ended June 27, 2020 and June 29, 2019, respectively.

The Company also invests, with minority positions, directly in equity of predominantly privately-held companies. Strategic equity investments were $17.1
million and $14.0 million as of June 27, 2020 and December 28, 2019, respectively. The Company recognized an insignificant amount of gains and losses
related to these investments for the three and six months ended June 27, 2020 and June 29, 2019.

7. FAIR VALUE

The Company has certain assets and liabilities recorded at fair value, which have been classified as Level 1, 2, or 3 within the fair value hierarchy:

• Level 1 - Fair values are determined utilizing prices (unadjusted) in active markets for identical assets or liabilities that the Company has the
ability to access,

• Level 2 - Fair values are determined by utilizing quoted prices for identical or similar assets and liabilities in active markets or other market
observable inputs such as interest rates, yield curves, and foreign currency spot rates,

• Level 3 - Prices or valuations that require inputs that are both significant to the fair value measurement and unobservable.

The fair value hierarchy level is determined by asset and class based on the lowest level of significant input. The observability of inputs may change for
certain assets or liabilities. This condition could cause an asset or liability to be reclassified between levels. The Company recognizes transfers between
levels within the fair value hierarchy, if any, at the end of each quarter. During the six months ended June 27, 2020 and June 29, 2019, there were no
transfers between levels.

Valuation methodologies used for assets and liabilities measured or disclosed at fair value are as follows:

• Cash equivalents - Valued at market prices determined through third-party pricing services;

• Foreign currency forward contracts - Valued using market observable inputs, such as forward foreign exchange points and foreign exchanges rates;

• Life insurance policies - Valued at cash surrender value based on the fair value of underlying investments;

• Debt instruments - The book value of the Company’s term and revolving loans, which are variable rate loans carried at amortized cost,
approximates the fair value based on current market pricing of similar debt. The book value of the Company’s 5.5% Senior Notes due in 2026 and
the 4.25% Senior Notes due in 2028 (Senior Notes), which are fixed rate debt, are carried at amortized cost. Fair value of the Senior Notes is based
on quoted market prices and on borrowing rates available to the Company; and

• Contingent consideration - Valued based on a probability weighting of the future cash flows associated with the potential outcomes.

Assets and liabilities measured at fair value on a recurring basis are summarized below:

 June 27, 2020
Level 1 Level 2 Level 3 Total

(in thousands)

Cash equivalents $ —  $ 89,453  $ —  $ 89,453  
Other assets:

Life insurance policies —  28,169  —  28,169  

Total assets measured at fair value $ —  $ 117,622  $ —  $ 117,622  

Other current liabilities measured at fair value:
Contingent consideration $ —  $ —  $ 2,142  $ 2,142  

Total liabilities measured at fair value $ —  $ —  $ 2,142  $ 2,142  
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 December 28, 2019
Level 1 Level 2 Level 3 Total

(in thousands)

Cash equivalents $ —  $ 55,278  $ —  $ 55,278  
Other assets:

Life insurance policies —  30,454  —  30,454  

Total assets measured at fair value $ —  $ 85,732  $ —  $ 85,732  

Other current liabilities measured at fair value:
Contingent consideration $ —  $ —  $ 712  $ 712  
Foreign currency forward contract —  876  —  876  

Total liabilities measured at fair value $ —  $ 876  $ 712  $ 1,588  

Contingent Consideration
The following table provides a rollforward of the contingent consideration related to previous business acquisitions. See Note 2, “Business Combinations.”

Six Months Ended
June 27, 2020 June 29, 2019

(in thousands)

Beginning balance $ 712  $ 3,033  
Additions 2,131  2,869  
Payments (230)  (5,252)  
Adjustment of previously recorded contingent liability (468)  —  
Foreign currency (3)  69  

Ending balance $ 2,142  $ 719  

The unobservable inputs used in the fair value measurement of the Company’s contingent consideration are the probabilities of successful achievement of
certain financial targets and a discount rate. Increases or decreases in any of the probabilities of success would result in a higher or lower fair value
measurement, respectively. Increases or decreases in the discount rate would result in a lower or higher fair value measurement, respectively.

Debt Instruments
The book value of the Company’s term and revolving loans, which are variable rate loans carried at amortized cost, approximates the fair value based on
current market pricing of similar debt. As the fair value is based on significant other observable inputs, including current interest and foreign currency
exchange rates, it is deemed to be Level 2 within the fair value hierarchy.

The book value of the Company’s 2026 and 2028 Senior Notes is a fixed rate obligation carried at amortized cost. Fair value is based on quoted market
prices as well as borrowing rates available to the Company. As the fair value is based on significant other observable outputs, it is deemed to be Level 2
within the fair value hierarchy. The book value and fair value of the Company’s 2026 and 2028 Senior Notes is summarized below:

June 27, 2020 December 28, 2019
Book Value Fair Value Book Value Fair Value

2026 Senior Notes $ 500,000  $ 521,850  $ 500,000  $ 537,500  
2028 Senior Notes 500,000  497,500  500,000  510,000  
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8. GOODWILL AND INTANGIBLE ASSETS

Goodwill
The following table provides a rollforward of the Company’s goodwill:

 Adjustments to Goodwill  
December 28, 2019 Acquisitions Foreign Exchange June 27, 2020

(in thousands)

RMS $ 56,586  $ 209,104  $ (156)  $ 265,534  
DSA 1,345,223  (629)  (9,995)  1,334,599  
Manufacturing 138,756  —  (3,248)  135,508  

Goodwill $ 1,540,565  $ 208,475  $ (13,399)  $ 1,735,641  

The increase in goodwill during the six months ended June 27, 2020 related primarily to the acquisition of HemaCare in the RMS reportable segment,
which was partially offset by the impact of foreign exchange.

Intangible Assets, Net
The following table displays intangible assets, net by major class:

 June 27, 2020 December 28, 2019

Gross
Accumulated
Amortization Net Gross

Accumulated
Amortization Net

(in thousands)

Backlog $ 28,660  $ (27,703)  $ 957  $ 28,865  $ (26,895)  $ 1,970  
Technology 123,682  (67,548)  56,134  122,106  (57,737)  64,369  
Trademarks and trade names 15,458  (5,138)  10,320  8,430  (4,901)  3,529  
Other 20,056  (13,497)  6,559  18,279  (12,307)  5,972  

Other intangible assets 187,856  (113,886)  73,970  177,680  (101,840)  75,840  
Client relationships 1,088,035  (355,814)  732,221  934,668  (321,095)  613,573  

Intangible assets $ 1,275,891  $ (469,700)  $ 806,191  $ 1,112,348  $ (422,935)  $ 689,413  

The increase in intangible assets, net during the six months ended June 27, 2020 related primarily to the acquisition of HemaCare.

9. LONG-TERM DEBT AND FINANCE LEASE OBLIGATIONS

Long-term debt, net and finance leases consists of the following:

June 27, 2020 December 28, 2019
(in thousands)

Term loans $ 175,000  $ 193,750  
Revolving facility 1,062,850  676,134  

2026 Senior Notes 500,000  500,000  

2028 Senior Notes 500,000  500,000  
Other debt 11,293  5,781  

Finance leases (Note 16) 27,883  30,527  
Total debt and finance leases 2,277,026  1,906,192  

Less:
Current portion of long-term debt 50,505  35,548  
Current portion of finance leases (Note 16) 3,208  2,997  

Current portion of long-term debt and finance leases 53,713  38,545  
Long-term debt and finance leases 2,223,313  1,867,647  

Debt discount and debt issuance costs (16,156)  (17,981)  

Long-term debt, net and finance leases $ 2,207,157  $ 1,849,666  
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As of June 27, 2020 and December 28, 2019, the weighted average interest rate on the Company’s debt was 3.04% and 3.46%, respectively.

Term Loans and Revolving Facility
The Company has a credit facility consisting of a $750 million term loan and a $2.05 billion multi-currency revolving facility (Credit Facility). The term
loan facility matures in 19 quarterly installments with the last installment due March 26, 2023. On October 23, 2019, the Company prepaid $500.0 million
of the term loan with proceeds from a $500.0 million unregistered private offering (see 2028 Senior Notes below). The revolving facility matures on March
26, 2023, and requires no scheduled payment before that date.

Under specified circumstances, the Company has the ability to increase the term loan and/or revolving facility by up to $1.0 billion in the aggregate.

The interest rates applicable to the term loan and revolving facility under the Credit Facility are, at the Company’s option, equal to either the base rate
(which is the higher of (1) the prime rate, (2) the federal funds rate plus 0.50%, or (3) the one-month adjusted LIBOR rate plus 1.0%) or the adjusted
LIBOR rate, plus an interest rate margin based upon the Company’s leverage ratio.

The Credit Facility includes certain customary representations and warranties, events of default, notices of material adverse changes to the Company’s
business and negative and affirmative covenants. These covenants include (1) maintenance of a ratio of consolidated earnings before interest, taxes,
depreciation and amortization (EBITDA) less capital expenditures to consolidated cash interest expense, for any period of four consecutive fiscal quarters,
of no less than 3.50 to 1.0 as well as (2) maintenance of a ratio of consolidated indebtedness to consolidated EBITDA for any period of four consecutive
fiscal quarters, of no more than 4.00 to 1.0. As of June 27, 2020, the Company was compliant with all covenants.

The obligations of the Company under the Credit Facility are collateralized by substantially all of the assets of the Company.

During the six months ended June 27, 2020 and June 29, 2019, the Company had multiple U.S. dollar denominated loans borrowed by a non-U.S. Euro
functional currency entity under the Company’s Credit Facility, which ranged from $300 million to $400 million. This resulted in foreign currency losses
recognized in Other income, net of $4.2 million and $2.8 million during the six months ended June 27, 2020 and June 29, 2019, respectively, related to the
remeasurement of the underlying debt. The Company entered into foreign exchange forward contracts to limit its foreign currency exposures related to
these borrowings and recognized gains of $6.1 million and $7.3 million during the six months ended June 27, 2020 and June 29, 2019, respectively, within
Interest expense. As of June 27, 2020, the Company did not have any outstanding borrowings in a currency different than its respective functional currency.
See Note 14, “Foreign Currency Contracts”, for further discussion.

Base Indenture for Senior Notes
The Company has an indenture (Base Indenture) with MUFG Union Bank, N.A., (Trustee). The purpose of the Indenture was to allow the Company the
ability to issue senior notes. The Company has entered into two supplemental indentures in connection with the senior notes described below.

2026 Senior Notes
In fiscal year 2018, the Company entered into the first supplemental indenture (First Supplemental Indenture) with the Trustee in connection with an
offering of $500 million in aggregate principal amount of the Company’s 5.5% Senior Notes (2026 Senior Notes), due in 2026, in an unregistered offering.
Under the terms of the First Supplemental Indenture, interest on the Senior Notes is payable semi-annually on April 1 and October 1, beginning on October
1, 2018.

2028 Senior Notes
In fiscal year 2019, the Company entered into a second supplemental indenture (Second Supplemental Indenture) with the Trustee in connection with the
offering of $500 million in aggregate principal amount of the Company’s 4.25% Senior Notes (2028 Senior Notes), due in 2028, in an unregistered
offering. Under the terms of the Second Supplemental Indenture, interest on the 2028 Senior Notes is payable semi-annually on May 1 and November 1,
beginning on May 1, 2020.

Letters of Credit
As of June 27, 2020 and December 28, 2019, the Company had $8.1 million and $7.5 million, respectively, in outstanding letters of credit.
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10. EQUITY AND NONCONTROLLING INTERESTS

Earnings Per Share
The following table reconciles the numerator and denominator in the computations of basic and diluted earnings per share:

Three Months Ended Six Months Ended
June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

(in thousands)

Numerator:   
Net income $ 67,668  $ 44,309  $ 118,505  $ 99,997  
Less: Net income attributable to noncontrolling interests 233  581  301  1,136  

Net income attributable to common shareholders $ 67,435  $ 43,728  $ 118,204  $ 98,861  

Denominator:   
Weighted-average shares outstanding - Basic 49,553  48,772  49,371  48,615  
Effect of dilutive securities:

Stock options, restricted stock units and performance share units 693  890  747  984  

Weighted-average shares outstanding - Diluted 50,246  49,662  50,118  49,599  

Options to purchase 0.6 million and 0.4 million shares for the three months ended June 27, 2020 and June 29, 2019, respectively, as well as a non-
significant number of restricted stock units (RSUs) and performance share units (PSUs), were not included in computing diluted earnings per share because
their inclusion would have been anti-dilutive. Options to purchase 0.6 million and 0.4 million shares for the six months ended June 27, 2020 and June 29,
2019, respectively, as well as a non-significant number of RSUs and PSUs, were not included in computing diluted earnings per share because their
inclusion would have been anti-dilutive. Basic weighted-average shares outstanding for the six months ended June 27, 2020 and June 29, 2019 excluded the
impact of 0.9 million and 1.0 million shares of non-vested RSUs and PSUs, respectively.

Treasury Shares
During the six months ended June 27, 2020 and June 29, 2019, the Company did not repurchase any shares under its authorized stock repurchase program.
As of June 27, 2020, the Company had $129.1 million remaining on the authorized stock repurchase program.

The Company’s stock-based compensation plans permit the netting of common stock upon vesting of RSUs and PSUs in order to satisfy individual
statutory tax withholding requirements. During the six months ended June 27, 2020 and June 29, 2019, the Company acquired 0.1 million shares for $23.8
million and 0.1 million shares for $17.9 million, respectively, from such netting.

Accumulated Other Comprehensive Income (Loss)
Changes to each component of accumulated other comprehensive income (loss), net of income taxes, are as follows:

Foreign Currency
Translation Adjustment

and Other
Pension and Other Post-
Retirement Benefit Plans Total

(in thousands)

December 28, 2019 $ (87,578)  $ (90,441)  $ (178,019)  
Other comprehensive loss before reclassifications (37,611)  —  (37,611)  
Amounts reclassified from accumulated other
comprehensive loss —  2,739  2,739  

Net current period other comprehensive income
(loss) (37,611)  2,739  (34,872)  
Income tax expense (benefit) (761)  584  (177)  

June 27, 2020 $ (124,428)  $ (88,286)  $ (212,714)  
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Nonredeemable Noncontrolling Interest
The Company has an investment in an entity whose financial results are consolidated in the Company’s unaudited condensed consolidated financial
statements, as it has the ability to exercise control over this entity. The interest of the noncontrolling party in this entity has been recorded as noncontrolling
interest within Equity in the accompanying unaudited condensed consolidated balance sheets. The activity within the nonredeemable noncontrolling
interest was immaterial during the three and six months ended June 27, 2020 and June 29, 2019.

Redeemable Noncontrolling Interests
The Company has a 92% equity interest in Vital River with an 8% redeemable noncontrolling interest. The Company has the right to purchase, and the
noncontrolling interest holders with the right to sell, the remaining 8% equity interest at a contractually defined redemption value, subject to a redemption
floor, which represents a derivative embedded within the equity instrument. These rights are exercisable beginning in 2022 and are accelerated in certain
events. The redeemable noncontrolling interest is measured at the greater of the amount that would be paid if settlement occurred as of the balance sheet
date based on the contractually defined redemption value ($14.8 million as of June 27, 2020) and the carrying amount adjusted for net income (loss)
attributable to the noncontrolling interest. As the noncontrolling interest holders have the ability to require the Company to purchase the remaining 8%
interest, the noncontrolling interest is classified in the mezzanine section of the unaudited condensed consolidated balance sheets, which is presented above
the equity section and below liabilities. The amount that the Company could be required to pay to purchase the remaining 8% equity interest is not limited.

As part of the Citoxlab acquisition in 2019, the Company acquired an approximate 90% equity interest in a subsidiary that was fully consolidated under the
voting interest model, which included an approximate 10% redeemable noncontrolling interest. In February 2020, the Company purchased the remaining
approximate 10% noncontrolling interest for approximately $4 million and assumption of a contingent consideration liability of approximately $2 million
payable to the former shareholders. See Note 7. “Fair Value”.

In 2019, the Company acquired an 80% equity interest in a supplier that is fully consolidated under the voting interest model, which includes a 20%
redeemable noncontrolling interest. The Company has the right to purchase, and the noncontrolling interest holders with the right to sell, the remaining
20% equity interest at its appraised value. These rights are exercisable beginning in 2022. The redeemable noncontrolling interest is measured at the greater
of the amount that would be paid if settlement occurred as of the balance sheet date based on the appraised value and the carrying amount adjusted for net
income (loss) attributable to the noncontrolling interest or a predetermined floor value. As the noncontrolling interest holders have the ability to require the
Company to purchase the remaining 20% interest, the noncontrolling interest is classified in the mezzanine section of the unaudited condensed consolidated
balance sheets, which is presented above the equity section and below liabilities. The amount that the Company could be required to pay to purchase the
remaining 20% equity interest is not limited.

The following table provides a rollforward of the activity related to the Company’s redeemable noncontrolling interests:

Six Months Ended
June 27, 2020 June 29, 2019

(in thousands)

Beginning balance $ 28,647  $ 18,525  
Acquisition of noncontrolling interest (3,732)  —  
Adjustment to Vital River redemption value (three months ended March 30, 2019) —  1,451  
Purchase of Vital River 5% equity interest —  (8,745)  
Change in fair value of Vital River 8% equity interest, included in additional-paid-in-
capital —  2,708  
Modification of Vital River 8% purchase option —  2,196  
Acquisition of a 10% non-controlling interest through acquiring Citoxlab —  4,095  
Net (loss) income attributable to noncontrolling interests (538)  284  
Foreign currency translation (493)  (35)  

Ending balance $ 23,884  $ 20,479  

11. INCOME TAXES

The Company’s effective tax rates for the three months ended June 27, 2020 and June 29, 2019 were 19.4% and 24.9%, respectively. The Company’s
effective tax rates for the six months ended June 27, 2020 and June 29, 2019 were 15.0% and 20.2%, respectively. For the three and six months ended June
27, 2020, the decrease was primarily attributable to an increased
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tax benefit from stock-based compensation deductions in 2020 as well as a reduction in non-deductible transaction costs compared to the corresponding
period in 2019.

For the three months ended June 27, 2020, the Company’s unrecognized tax benefits decreased by $1.2 million to $17.9 million, primarily due to audit
settlements of prior period positions. The amount of unrecognized income tax benefits that would impact the effective tax rate decreased by $1.2 million to
$15.1 million, for the same reasons listed above. The accrued interest on unrecognized tax benefits was $2.0 million at June 27, 2020. The Company
estimates that it is reasonably possible that the unrecognized tax benefits will decrease by up to $1.4 million over the next twelve-month period, primarily
due to the outcome of pending tax audits.

The Company conducts business in a number of tax jurisdictions. As a result, it is subject to tax audits on a regular basis including, but not limited to, such
major jurisdictions as the U.S., the U.K., China, France, Germany, and Canada. With few exceptions, the Company is no longer subject to U.S. and
international income tax examinations for years before 2016.

The Company and certain of its subsidiaries have ongoing tax controversies in the U.S., Canada, the Netherlands, Germany and France. The Company does
not anticipate resolution of these audits will have a material impact on its consolidated financial statements.

12. PENSION AND OTHER POST-RETIREMENT BENEFIT PLANS

The following table provides the components of net periodic cost for the Company’s pension, deferred compensation and executive supplemental life
insurance retirement plans:

 Three Months Ended Six Months Ended
June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

(in thousands)

Service cost $ 798  $ 757  $ 1,595  $ 1,387  
Interest cost 2,354  2,875  4,709  5,750  
Expected return on plan assets (2,982)  (3,235)  (5,963)  (6,470)  
Amortization of prior service cost (credit) (126)  91  (251)  182  
Amortization of net loss 1,586  488  3,172  977  
Other adjustments 125  —  250  —  

Net periodic cost $ 1,755  $ 976  $ 3,512  $ 1,826  

Service cost is recorded as an operating expense within the accompanying unaudited condensed consolidated statements of income. All other components
of net periodic costs are recorded in Other expense, net in the accompanying unaudited condensed consolidated statements of income. The net periodic cost
for the Company’s other post-retirement benefit plan for the three and six months ended June 27, 2020 and June 29, 2019 was not significant.

13. STOCK-BASED COMPENSATION

The Company has stock-based compensation plans under which employees and non-employee directors may be granted stock-based awards such as stock
options, restricted stock, RSUs, and PSUs.

The following table provides stock-based compensation by the financial statement line item in which it is reflected:

Three Months Ended Six Months Ended
June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

(in thousands)

Cost of revenue $ 2,320  $ 2,489  $ 4,355  $ 4,438  
Selling, general and administrative 10,823  14,016  19,748  24,966  

Stock-based compensation, before
income taxes 13,143  16,505  24,103  29,404  

Provision for income taxes (1,988)  (2,855)  (3,539)  (4,902)  
Stock-based compensation, net of
income taxes $ 11,155  $ 13,650  $ 20,564  $ 24,502  

During the six months ended June 27, 2020, the Company granted stock options representing 0.3 million common shares with a per-share weighted-average
grant date fair value of $53.20, RSUs representing 0.2 million common shares with a per-share weighted-average grant date fair value of $178.73, and
PSUs representing 0.1 million common shares with a per-share
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weighted-average grant date fair value of $210.55. The maximum number of common shares to be issued upon vesting of PSUs granted during the six
months ended June 27, 2020 is 0.2 million.

14. FOREIGN CURRENCY CONTRACTS

Cross currency loans
The Company periodically enters into foreign exchange forward contracts to limit its foreign currency exposure related to U.S. dollar denominated loans
borrowed by a non-U.S. Euro functional currency entity under the Credit Facility. These contracts are not designated as hedging instruments. Any gains or
losses on these forward contracts are recognized immediately in Interest expense in the unaudited condensed consolidated statements of income.

The Company had no open forward contracts related to a U.S. dollar denominated loan borrowed by a non-U.S. Euro functional currency at June 27, 2020
or December 28, 2019. Additionally, the Company did not enter into any these contracts during the three months ended June 27, 2020.

The following table summarizes the effect of the foreign exchange forward contracts entered into to limit the Company’s foreign currency exposure related
to U.S. dollar denominated loans borrowed by a non-U.S. Euro functional currency entity under the Credit Facility on the Company’s unaudited condensed
consolidated statements of income:

June 27, 2020 June 29, 2019

Location of gain (loss)
Financial statement

caption amount
Amount of gain

(loss)
Financial statement

caption amount
Amount of gain

(loss)
(in thousands)

Three Months Ended:

Interest expense $ (19,352)  $ —  $ (20,835)  $ (1,606)  
Six Months Ended:

Interest expense $ (34,419)  $ 6,067  $ (30,822)  $ 7,311  

Intercompany loans
The Company periodically enters into foreign exchange forward contracts to limit its foreign currency exposure related to certain intercompany loans.
These contracts are not designated as hedging instruments. Any gains or losses on forward contracts associated with intercompany loans are recognized
immediately in Other income, net and are largely offset by the remeasurement of the underlying intercompany loans.

The Company entered into foreign currency forward contracts during 2020 and 2019. One contract remained open at December 28, 2019, which had a
duration of less than one month and is recorded at fair value in the Company’s accompanying unaudited condensed consolidated balance sheets. The
Company did not have any open foreign currency forward contracts related to certain intercompany loans at June 27, 2020. The notional amount and fair
value of the open contract is summarized as follows:

December 28, 2019
Notional Amount Fair Value  Balance Sheet Location

(in thousand)
$ 115,038  $ (876)  Other current liabilities

The following table summarizes the effect of the foreign exchange forward contracts in connection with certain intercompany loans on the Company’s
unaudited condensed consolidated statements of income:

June 27, 2020 June 29, 2019

Location of gain (loss)
Financial statement

caption amount
Amount of gain

(loss)
Financial statement

caption amount
Amount of gain

(loss)
(in thousands)

Three Months Ended:

Other (expense) income, net $ 26,260  $ —  $ (213)  $ —  
Six Months Ended:

Other income (expense), net $ 2,189  $ (892)  $ 6,093  $ —  
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15. RESTRUCTURING AND ASSET IMPAIRMENTS

Global Restructuring Initiatives
In recent fiscal years, the Company has undertaken productivity improvement initiatives within all reportable segments at various locations across the U.S.,
Canada, Europe, China, and Japan. This includes workforce right-sizing and scalability initiatives, resulting in severance and transition costs; and cost
related to the consolidation of facilities, resulting in asset impairment and accelerated depreciation charges.

The following table presents a summary of restructuring costs related to these initiatives within the unaudited condensed consolidated statements of
income.

Three Months Ended
June 27, 2020 June 29, 2019

Severance and
Transition

Costs

Asset
Impairments

and Other Costs Total
Severance and

Transition Costs

Asset
Impairments

and Other Costs Total
(in thousands)

Cost of services provided and products
sold (excluding amortization of
intangible assets) $ 3,299  $ 30  $ 3,329  $ 371  $ 356  $ 727  
Selling, general and administrative 2,089  2,933  5,022  940  18  958  

Total $ 5,388  $ 2,963  $ 8,351  $ 1,311  $ 374  $ 1,685  

Six Months Ended
June 27, 2020 June 29, 2019

Severance and
Transition

Costs

Asset
Impairments

and Other Costs Total
Severance and

Transition Costs

Asset
Impairments

and Other Costs Total

Cost of services provided and products
sold (excluding amortization of
intangible assets) $ 3,545  $ 259  $ 3,804  $ 638  $ 1,505  $ 2,143  
Selling, general and administrative 2,172  2,933  5,105  1,073  18  1,091  

Total $ 5,717  $ 3,192  $ 8,909  $ 1,711  $ 1,523  $ 3,234  

The following table presents restructuring costs by reportable segment for these productivity improvement initiatives:

Three Months Ended Six Months Ended
June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

(in thousands)

RMS $ 769  $ 641  $ 759  $ 942  
DSA 6,186  672  6,498  685  
Manufacturing 1,396  372  1,652  1,607  

Total $ 8,351  $ 1,685  $ 8,909  $ 3,234  
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Rollforward of restructuring activities

The following table provides a rollforward for all of the Company’s severance and transition costs, and lease obligation liabilities related to all restructuring
activities:

Three Months Ended Six Months Ended
June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

(in thousands)

Beginning balance $ 2,531  $ 2,113  $ 6,405  $ 2,921  
Expense (excluding non-cash charges) 6,357  1,609  6,874  2,855  
Payments / utilization (1,674)  (970)  (5,917)  (3,004)  
Foreign currency adjustments (15)  6  (163)  (14)  

Ending balance $ 7,199  $ 2,758  $ 7,199  $ 2,758  

As of June 27, 2020 and June 29, 2019, $7.0 million and $2.7 million of severance and other personnel related costs liabilities and lease obligation
liabilities, respectively, were included in accrued compensation and accrued liabilities within the Company’s unaudited condensed consolidated balance
sheets and $0.2 million and $0.1 million, respectively, were included in other long-term liabilities within the Company’s unaudited condensed consolidated
balance sheets.

16. LEASES

Operating and Finance Leases

Right-of-use lease assets and lease liabilities are reported in the Company’s unaudited condensed consolidated balance sheets as follows:

June 27, 2020 December 28, 2019
(in thousands)

Operating leases

Operating lease right-of-use assets, net $ 169,192  $ 140,085  

Other current liabilities $ 24,450  $ 20,357  
Operating lease right-of-use liabilities 147,348  116,252  

Total operating lease liabilities $ 171,798  $ 136,609  

Finance leases

Property, plant and equipment, net $ 30,225  $ 32,519  

Current portion of long-term debt and finance leases $ 3,208  $ 2,997  
Long-term debt, net and finance leases 24,675  27,530  

Total finance lease liabilities $ 27,883  $ 30,527  
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CHARLES RIVER LABORATORIES INTERNATIONAL, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The components of operating and finance lease costs were as follows:

Three Months Ended Six Months Ended
June 27, 2020 June 29, 2019 June 27, 2020 June 29, 2019

(in thousands)

Operating lease costs $ 7,893  $ 7,887  $ 15,971  $ 15,594  
Finance lease costs:

Amortization of right-of-use assets 937  931  1,888  1,852  
Interest on lease liabilities 323  345  663  641  

Short-term lease costs 525  204  1,114  396  
Variable lease costs 1,067  930  2,112  1,265  
Sublease income (190)  (45)  (776)  (91)  

Total lease costs $ 10,555  $ 10,252  $ 20,972  $ 19,657  

Other information related to leases was as follows:

Supplemental cash flow information

Six Months Ended
June 27, 2020 June 29, 2019

(in thousands)
Cash flows included in the measurement of lease liabilities:

Operating cash flows from operating leases $ 14,149  $ 13,214  
Operating cash flows from finance leases 663  715  
Finance cash flows from finance leases 2,467  1,842  

Non-cash leases activity:

Right-of-use lease assets obtained in exchange for new operating lease liabilities $ 46,493  $ 5,028  
Right-of-use lease assets obtained in exchange for new finance lease liabilities 735  4,508  

Lease term and discount rate         

As of
June 27, 2020

Weighted-average remaining lease term (in years)

Operating lease 8.36
Finance lease 12.61

Weighted-average discount rate

Operating lease 4.18  
Finance lease 4.53  

At the lease commencement date, the discount rate implicit in the lease is used to discount the lease liability if readily determinable. If not readily
determinable or leases do not contain an implicit rate, the Company’s incremental borrowing rate is used as the discount rate.
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As of June 27, 2020, maturities of operating and finance lease liabilities for each of the following five years and a total thereafter were as follows:

Operating Leases Finance Leases
(in thousands)

2020 (excluding the six months ended June 27, 2020) $ 15,601  $ 2,378  
2021 29,819  3,789  
2022 25,533  3,236  
2023 22,487  2,933  
2024 21,872  2,719  
Thereafter 91,026  21,795  

Total minimum future lease payments 206,338  36,850  
Less: Imputed interest 34,540  8,967  

Total lease liabilities $ 171,798  $ 27,883  

Total minimum future lease payments (predominantly operating leases) of approximately $44 million for leases that have not commenced as of June 27,
2020, as the Company does not yet control the underlying assets, are not included in the unaudited condensed consolidated financial statements. These
leases are expected to commence between fiscal years 2021 and 2024 with lease terms of approximately 10 to 15 years.

17. COMMITMENTS AND CONTINGENCIES

Litigation
Various lawsuits, claims and proceedings of a nature considered normal to its business are pending against the Company. While the outcome of any of these
proceedings cannot be accurately predicted, the Company does not believe the ultimate resolution of any of these existing matters would have a material
adverse effect on the Company’s business or financial condition.

18. SUBSEQUENT EVENT

On August 4, 2020 the Company signed a definitive agreement to acquire Cellero, LLC (Cellero), a provider of cellular products for cell therapy
developers and manufacturers worldwide. The addition of Cellero will enhance the Company’s unique, comprehensive solutions for the high-growth cell
therapy market, strengthening the ability to help accelerate clients’ critical programs from basic research and proof-of-concept to regulatory approval and
commercialization. It will also expand the Company’s access to high-quality, human-derived biomaterials with Cellero’s donor sites in the United States.
The proposed purchase price will be approximately $38 million in cash, and the transaction is expected to close in August 2020, subject to customary
closing conditions. The acquisition is expected to be funded by cash on hand. Cellero is expected to be reported as part of the Company’s RMS segment.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with our unaudited condensed consolidated financial statements and related notes of this Quarterly
Report on Form 10-Q and our audited consolidated financial statements and related notes included in our Annual Report on Form 10-K for fiscal year
2019. The following discussion contains forward-looking statements. Actual results may differ significantly from those projected in the forward-looking
statements. Factors that might cause future results to differ materially from those projected in the forward-looking statements include, but are not limited to,
those discussed in Item 1A, “Risk Factors” included elsewhere within this Form 10-Q. Certain percentage changes may not recalculate due to rounding.

Overview

We are a full service, early-stage contract research organization (CRO). For over 70 years, we have been in the business of providing the research models
required in research and development of new drugs, devices, and therapies. Over this time, we have built upon our original core competency of laboratory
animal medicine and science (research model technologies) to develop a diverse portfolio of discovery and safety assessment services, both Good
Laboratory Practice (GLP) and non-GLP, that enable us to support our clients from target identification through non-clinical development. We also provide
a suite of products and services to support our clients’ manufacturing activities. Utilizing our broad portfolio of products and services enables our clients to
create a more flexible drug development model, which reduces their costs, enhances their productivity and effectiveness, and increases speed to market.

Our client base includes all major global biopharmaceutical companies, many biotechnology companies, CROs, agricultural and industrial chemical
companies, life science companies, veterinary medicine companies, contract manufacturing companies, medical device companies, and diagnostic and
other commercial entities, as well as leading hospitals, academic institutions, and government agencies around the world.

Segment Reporting
Our three reportable segments are Research Models and Services (RMS), Discovery and Safety Assessment (DSA), and Manufacturing Support
(Manufacturing). Our RMS reportable segment includes the Research Models, Research Model Services, and Research Products businesses. Research
Models includes the commercial production and sale of small research models, as well as the supply of large research models. Research Model Services
includes: Genetically Engineered Models and Services (GEMS), which performs contract breeding and other services associated with genetically
engineered models; Research Animal Diagnostic Services (RADS), which provides health monitoring and diagnostics services related to research models;
and Insourcing Solutions (IS), which provides colony management of our clients’ research operations (including recruitment, training, staffing, and
management services). Research Products supplies controlled, consistent, customized primary cells and blood components derived from normal and
mobilized peripheral blood, bone marrow, and cord blood. Our DSA reportable segment includes services required to take a drug through the early
development process including discovery services, which are non-regulated services to assist clients with the identification, screening, and selection of a
lead compound for drug development, and regulated and non-regulated (GLP and non-GLP) safety assessment services. Our Manufacturing reportable
segment includes Microbial Solutions, which provides in vitro (non-animal) lot-release testing products, microbial detection products, and species
identification services; Biologics Testing Services (Biologics), which performs specialized testing of biologics; and Avian Vaccine Services (Avian), which
supplies specific-pathogen-free chicken eggs and chickens.

COVID-19

Overview
On March 11, 2020, the World Health Organization declared the outbreak of a strain of novel coronavirus disease, COVID-19, a global pandemic. The
COVID-19 pandemic is dynamic and expanding, and its ultimate scope, duration and effects are uncertain. This pandemic has had and continues to result in
direct and indirect adverse effects on our industry and customers, which in turn has impacted our business, results of operations, and financial condition.
Further, the COVID-19 pandemic may also affect our operating and financial results in ways that are and are not presently known to us, or that we currently
do not expect to present significant risks to our operations or financial results but which may in fact turn out to negatively affect us to a magnitude greater
than anticipated. Refer to Item 1A, Risk Factors, included herein for risk factors reflecting the impact of the COVID-19 pandemic. Giving consideration to
each of these risk factors, the following is our current estimate and belief of the impact of the COVID-19 pandemic during the three and six months ended
June 27, 2020 and how it may continue to affect us in subsequent periods.

Business continuity
To date, we generally have not experienced significant challenges in implementing our business continuity plans. Many government agencies have
provided guidance permitting “essential” or “critical” business operations to remain open. As of the date of this quarterly report, in the geographies where
business restrictions have been imposed, we believe all of our business operations have satisfied the requirements to be designated to be “essential” or
“critical” according to the guidance provided by government, health and other regulatory agencies with authority over such matters. As a result, all of our
operating sites remain
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open and adequately staffed as of the date of this quarterly report. For certain operations or sites experiencing logistical delays, we have experienced some
inefficiencies as it relates to completing work or fulfilling orders; however, we do not believe material expenditures will be required or material resource
constraints will occur. Logistical delays include a small number of sites that have experienced reduced operations (including as a result of increased
employee absenteeism) or voluntarily closed, as well as delays in transportation activities.

We have comprehensive business continuity plans in place for each site globally and are continuously updating these to address the evolving COVID-19
pandemic situation. We implemented our initial plans in China beginning in January 2020, and have continuously refined our plans for other regions as the
virus has spread. We have encouraged and expressed our expectations that employees work remotely whenever possible; and for those employees who need
to come into our sites to fulfill their responsibilities, we are adhering to guidelines from government, health, and other regulatory agencies. This includes
social distancing, flexible scheduling such as split shifts, restricting visitors, enhanced cleaning, and providing personal protective equipment (PPE), such
as masks and gloves, to employees. Due to the nature of our business, many employees already work in biosecure environments that require PPE and
adhere to other procedures to safely accomplish their daily responsibilities. Accordingly, to date, we believe we have been able to efficiently implement the
additional safety precautions.

Supply chain
We are focused on ensuring that we have adequate inventory and supplies on hand given the potential disruption of the COVID-19 pandemic to our
suppliers and their supply chain. Accordingly, we have and expect to continue to increase inventory and supplies through 2020 and beyond as deemed
appropriate. We proactively engaged with our suppliers beginning in January 2020 to limit any potential disruption to our supply chain. However,
notwithstanding generally successful efforts to maintain supply chain continuity, we have experienced and expect to experience increased costs and
potential delays throughout our supply chain during the pandemic.

Financial condition and results of our global operations
We are a global company that operates in over 90 facilities across over 20 countries worldwide. As we perform business across various borders, we are
experiencing a continuum of impacts in each location as the COVID-19 pandemic has impacted the global economy in different phases. We are continuing
to see demand for products and services across all of our businesses, although as described below the impact of the COVID-19 pandemic on the level of
demand varies with our different businesses. While there is uncertainty, our clients are still in need of the products and services we provide to biomedical
research to advance discovery and develop new therapies for the treatment of disease, including the COVID-19 pandemic. Due to certain restrictions in
place at the various sites of our clients and suppliers (including client and supplier site closures), there have been challenges relating to timely receiving and
shipping products globally in all businesses. Should these restrictions continue, demand/supply issues may persist and could impact revenue growth,
operating income (including operating income margins) and cash flows. We have observed some impact due to constraints from internal site restrictions,
remote work, resources, and productivity. However, we believe the impact to us has not been as significant as to companies in many other industries
because of the nature of our businesses, the classification of our businesses as essential or critical, as the case may be, and our business continuity plans.

Our RMS business was meaningfully impacted by the COVID-19 pandemic during the six months ended June 27, 2020. The impact accelerated during the
final month of the three months ended March 28, 2020 and continued during the three months ended June 27, 2020. Demand for research models declined
due primarily to the physical shutdown of our client’s facilities, principally academic institutions. While many of our clients are deemed essential
businesses as well, we experienced a slowdown, initially in China in January 2020, and then across Europe and North America later in the three months
ended March 28, 2020, as measures were implemented by various governments to slow the spread of the COVID-19 pandemic. This trend of reduced
demand for research models continued during the three months ended June 27, 2020, which negatively impacted revenue, operating income, operating
income margins, and cash flows. An increase in demand is not expected until our clients reopen impacted sites and resume their research activity. Research
models services, specifically our GEMS and Insourcing Solutions businesses, experienced higher revenues in the six months ended June 27, 2020
compared to the corresponding prior period and were not as adversely impacted by the COVID-19 pandemic.

Our DSA business was not significantly impacted by the COVID-19 pandemic during the six months ended June 27, 2020. Towards the end of the first
fiscal quarter of 2020, we experienced some client work shifting towards subsequent quarters of fiscal year 2020 due to the various actions and restrictions
put in place by governments around the world intended to slow the spread of the COVID-19 pandemic. The work performed in our Discovery Services and
Safety Assessment businesses are largely dependent on our internal sites being open. Therefore, to the extent that clients require work to be completed, we
have
been able to continue to meet client demands and perform the work so long as our work force at the specific site the work is done is not significantly
adversely impacted by the COVID-19 pandemic. This trend is expected to continue as government actions to slow the spread of the COVID-19 pandemic
begin to subside, employees return to work, and economies across the world begin to reopen. Costs of supply have and may continue to increase as we
procure the materials required to perform our
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work. We expect a small adverse impact to our revenue growth, operating income, operating income margin and cash flows through the rest of the year.

Our Manufacturing business was not significantly impacted by the COVID-19 pandemic during the six months ended June 27, 2020. We experienced some
adverse impacts due to the COVID-19 pandemic as our customers experienced disruptions in their manufacturing operations, specifically where we are not
able to access client sites to deliver and install certain products. We expect Manufacturing products, such as Microbial Solutions endotoxin products and
avian products, to see continued demand through the remainder of fiscal 2020. Our Biologics testing facilities remain open and performing services for our
clients. Similar to our other services businesses, our ability to perform work is contingent on our internal facilities and our work force not being
significantly adversely impacted by the COVID-19 pandemic. We expect a small adverse impact to our revenue growth, operating income, operating
income margin and cash flows through the rest of the year.

Liquidity, capital and financial resources
We require cash to fund working capital needs as well as capital expansion, acquisitions, venture capital and strategic investments, debt obligations, leases,
and pension obligations. The principal sources of liquidity have been cash flows from operations, supplemented by long-term borrowings. In fiscal year
2019, we issued $500 million Senior Notes, repaid part of our term loan for $500 million, and increased our multi-currency revolving facility by $500
million, from $1.55 billion to $2.1 billion. As of June 27, 2020, we had $2.3 billion of debt and finance leases outstanding, of which $53.7 million is
current. Available on the revolving line of credit (Revolver) is approximately $1 billion, which matures on March 26, 2023 and does not require scheduled
payments before that date should additional borrowings occur. The term loan facility matures in 19 quarterly installments with the last installment due
March 26, 2023. The Senior Notes become due in 2026 and 2028.

Due to the uncertainty resulting from the COVID-19 pandemic, we borrowed an additional $150 million from the Revolver during the three months ended
March 28, 2020. While there remains uncertainty for the remainder of 2020, we currently do not anticipate needing to use these borrowings to fund
operations. The purpose of borrowing the additional funds was to protect against any prolonged adverse impacts on liquidity markets that are currently
unforeseeable. We expect to generate cash inflows from our operating activities sufficient to satisfy our working capital needs as well as to service our debt,
pension, and venture capital obligations. Due to this higher debt, we do expect an increase to interest expense, however, this additional charge is not
expected to materially adversely impact us. We do not currently anticipate we will need to borrow additional funds during 2020. However, we have
analyzed the cash flows and debt balances noting there is significant capacity on the remaining Revolver assuming we achieve the results of operations
consistent with what we have described herein. Accordingly, we do not anticipate a material risk of non-compliance with our debt covenants based on our
current estimate of future earnings. Our debt levels consist of a combination of fixed and variable debt, which include $1.0 billion of fixed senior notes
(2026 and 2028 Senior Notes). To protect against adverse liquidity concerns, there are various mechanisms for us to improve cash flows. To date we have
implemented cost reduction plans including delaying compensation related increases during the six months ended June 27, 2020, implementing hiring
restrictions, reducing working hours, reducing all non-essential travel, and reducing certain discretionary spending. Beginning in the third fiscal quarter of
2020, we have reinstated certain annual compensation increases, which had previously been delayed from the beginning of the second quarter of 2020.
Additionally, we reduced our investment activity, including acquisitions and capital projects.

As of the date these unaudited condensed consolidated financial statements are issued, based on our current and expected liquidity position, we do not
believe there is significant uncertainty in our ability to continue as a going concern.

Recoverability and/or impairment of assets
The COVID-19 pandemic did not, nor is expected to impact, the ability to timely account for assets on our balance sheet. There are judgments involved as
it relates to reviewing our allowance for doubtful accounts, valuation of inventory, and valuations/recovery of investments. We believe we have the
necessary support for estimates derived for these account balances. We have reviewed the collectability and valuation of the assets through the date of
financial statement issuance, noting no significant recoverability concerns or any impairments identified. Gains and losses on certain investments in venture
capital funds are recorded on a quarterly lag due to the availability of the funds’ financial information, which is consistent with our venture capital
investment accounting policy described in our Annual Report on Form 10-K for fiscal 2019. We did not identify any triggering events when reviewing
impairment indicators for our goodwill and long-lived assets (tangible and intangible) that would indicate an impairment may exist. Review of impairment
indicators and quantifying any impact will continue to be a focus throughout fiscal year 2020. Should a prolonged disruption occur where there is a
material change from our current expectation of future cash flows, we could experience additional write-offs of client receivables or impairments to certain
asset balances due to collectability and valuation issues.

Internal controls over financial reporting in a remote work environment
Internal controls over financial reporting are a focus for us to ensure they continue to be designed and operating effectively. As of June 27, 2020 and
through the issuance of these unaudited condensed consolidated financial statements, we did not have any material changes to our internal controls over
financial reporting. For personnel responsible for internal control activities and working remote, the ability to work effectively enabled us to continue to
maintain effective internal control over financial
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reporting. System and efficiency programs implemented in recent years, as well as those implemented as part of business continuity plans, have enabled us
to effectively complete our financial reporting process in a similar way we completed it prior to the COVID-19 pandemic despite a largely remote working
environment. Although there is uncertainty over the duration of the COVID-19 pandemic disruption, we do not anticipate any adverse impact to relevant
systems or to the operating effectiveness of internal controls over financial reporting.

Recent Acquisitions
Our strategy is to augment internal growth of existing businesses with complementary acquisitions. Our recent acquisitions are described below.

On January 3, 2020, we acquired HemaCare Corporation (HemaCare), a business specializing in the production of human-derived cellular products for the
cell therapy market. The acquisition of HemaCare expands our comprehensive portfolio of early-stage research and manufacturing support solutions to
encompass the production and customization of high-quality, human derived cellular products to better support clients’ cell therapy programs. The purchase
price of HemaCare was $379.8 million in cash. The acquisition was funded through a combination of cash on hand and proceeds from our Credit Facility
under the multi-currency revolving facility. This business is reported as part of our RMS reportable segment.

On August 28, 2019, we acquired an 80% ownership interest in a supplier that supports our DSA reportable segment. The remaining 20% interest is a
redeemable non-controlling interest. The purchase price was $23.4 million, net of a $4.0 million pre-existing relationship for a supply agreement settled
upon acquisition. The acquisition was funded through a combination of cash on hand and proceeds from our Credit Facility under the multi-currency
revolving facility. The business is reported as part of our DSA reportable segment.

On April 29, 2019, we acquired Citoxlab, a non-clinical CRO, specializing in regulated safety assessment services, non-regulated discovery services, and
medical device testing. With operations in Europe and North America, the acquisition of Citoxlab further strengthens our position as a leading, global,
early-stage CRO by expanding our scientific portfolio and geographic footprint, which enhances our ability to partner with clients across the drug
discovery and development continuum. The purchase price for Citoxlab was $527.1 million in cash. The acquisition was funded through a combination of
cash on hand and proceeds from our Credit Facility under the multi-currency revolving facility. Citoxlab is reported as part of our DSA reportable segment.

Overview of Results of Operations and Liquidity
Revenue for the three months ended June 27, 2020 was $682.6 million compared to $657.6 million in the corresponding period in 2019. This increase of
$25.0 million, or 3.8%, was primarily due to the recent acquisitions of Citoxlab and HemaCare as well as growth in our DSA and Manufacturing segments;
partially offset by a reduction in RMS product revenue due to the impact of the COVID-19 pandemic, and by the negative effect of changes in foreign
currency exchange rates which decreased revenue by $5.5 million, or 0.8%, when compared to the corresponding period in 2019. Revenue for the six
months ended June 27, 2020 was $1.4 billion compared to $1.3 billion in the corresponding period in 2019. The increase of $127.5 million, or 10.1%, was
primarily due to the reasons described above; partially offset by the negative effect of changes in foreign currency exchange rates, which decreased revenue
by $10.1 million, or 0.8%, when compared to the corresponding period in 2019.

In the three months ended June 27, 2020, our operating income and operating income margin were $76.8 million and 11.3%, respectively, compared with
$79.8 million and 12.1%, respectively, in the corresponding period of 2019. The decreases in operating income and operating income margin were
primarily due to lower RMS operating income on lower sales volume for research model products due to the COVID-19 pandemic and due to the recent
acquisition of HemaCare, which increased amortization of intangible assets, partially offset by higher Manufacturing and DSA operating income and
operating income margins. In the six months ended June 27, 2020, our operating income and operating margin were $171.0 million and 12.3%,
respectively, compared with $149.6 million and 11.8%, respectively, in the corresponding period of 2019. The increases in operating income and operating
income margin were primarily due to contributions from our DSA and Manufacturing segments, partially offset by lower RMS operating income and
operating income margin due to the impact of the COVID-19 pandemic, as well as increased amortization of intangible assets and costs related to our
recent acquisition of HemaCare.

Net income attributable to common shareholders increased to $67.4 million in the three months ended June 27, 2020, from $43.7 million in the
corresponding period of 2019. The increase in Net income attributable to common shareholders was primarily due to higher net gains on our venture capital
investments and life insurance policy investments in 2020 as compared to net losses for both investments in the corresponding period in 2019. Net income
attributable to common shareholders increased to $118.2 million in the six months ended June 27, 2020, from $98.9 million in the corresponding period of
2019. The increase in Net income attributable to common shareholders was primarily due to higher operating income mentioned above compared to the
corresponding period in 2019.

During the first six months of 2020, our cash flows from operations was $230.9 million compared with $144.4 million for the same period in 2019. The
increase was driven by higher net income and certain favorable changes in working capital items,
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including favorable timing of net contract balances from contracts with customers (collectively trade receivables, net; deferred revenue; and customer
contract deposits), deferral of income and payroll tax payments, and lower compensation payments; partially offset by the unfavorable timing of vendor
and supplier payments compared to the same period in 2019.

Results of Operations

Three Months Ended June 27, 2020 Compared to the Three Months Ended June 29, 2019

Revenue and Operating Income
The following tables present consolidated revenue by type and by reportable segment:

Three Months Ended
June 27, 2020 June 29, 2019 $ change % change

(in millions, except percentages)

Service revenue $ 550.6  $ 505.9  $ 44.7  8.8 %
Product revenue 132.0  151.7  (19.7)  (13.0)%

Total revenue $ 682.6  $ 657.6  $ 25.0  3.8 %

Three Months Ended
June 27, 2020 June 29, 2019 $ change % change Impact of FX

(in millions, except percentages)

RMS $ 116.5  $ 136.1  $ (19.6)  (14.3)% (0.6)%
DSA 442.6  405.5  37.1  9.1 % (0.8)%
Manufacturing 123.5  116.0  7.5  6.4 % (1.6)%

Total revenue $ 682.6  $ 657.6  $ 25.0  3.8 % (0.8)%

The following table presents operating income by reportable segment:

Three Months Ended
June 27, 2020 June 29, 2019 $ change % change

(in millions, except percentages)

RMS $ 3.8  $ 31.5  $ (27.7)  (87.8)%
DSA 72.2  63.5  8.7  13.7 %
Manufacturing 42.9  33.1  9.8  29.5 %
Unallocated corporate (42.1)  (48.3)  6.2  (12.7)%

Total operating income $ 76.8  $ 79.8  $ (3.0)  (3.8)%
Operating income % of revenue 11.2 % 12.1 % (0.9)%

The following presents and discusses our consolidated financial results by each of our reportable segments:

RMS

Three Months Ended
June 27, 2020 June 29, 2019 $ change % change Impact of FX

(in millions, except percentages)

Revenue $ 116.5  $ 136.1  $ (19.6)  (14.3)% (0.6)%
Cost of revenue (excluding
amortization of intangible assets) 89.0  84.1  4.9  5.8 %
Selling, general and administrative 19.8  20.2  (0.4)  (1.3)%
Amortization of intangible assets 3.9  0.3  3.6  1,008.9 %

Operating income $ 3.8  $ 31.5  $ (27.7)  (87.8)%
Operating income % of revenue 3.3 % 23.2 % (19.9)%
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RMS revenue decreased $19.6 million due primarily to lower research model product revenue in North America, Europe, and Asia due to the impact of the
COVID-19 pandemic, largely driven by many closures of our academic clients, and the effect of changes in foreign currency exchange rates. Partially
offsetting these decreases were the recent acquisition of HemaCare, which contributed $6.4 million to revenue growth; and higher research model services
revenue, specifically our Insourcing Solutions and GEMS businesses.

RMS operating income decreased $27.7 million compared to the corresponding period in 2019. RMS operating income as a percentage of revenue for the
three months ended June 27, 2020 was 3.3%, a decrease of 19.9% from 23.2% for the corresponding period in 2019. Operating income and operating
income as a percentage of revenue decreased primarily due to lower operating income on lower sales volume for research model products due to the
COVID-19 pandemic as described above and due to the recent acquisition of HemaCare, which increased amortization of intangible assets and an inventory
fair value adjustment.

DSA

Three Months Ended
June 27, 2020 June 29, 2019 $ change % change Impact of FX

(in millions, except percentages)

Revenue $ 442.6  $ 405.5  $ 37.1  9.1 % (0.8)%
Cost of revenue (excluding
amortization of intangible assets) 302.9  277.5  25.4  9.2 %
Selling, general and administrative 45.7  44.7  1.0  2.2 %
Amortization of intangible assets 21.8  19.8  2.0  9.6 %

Operating income $ 72.2  $ 63.5  $ 8.7  13.7 %
Operating income % of revenue 16.3 % 15.7 % 0.6 %

DSA revenue increased $37.1 million due primarily to the acquisition of Citoxlab which contributed $14.8 million to service revenue growth. Additionally,
service revenue increased in both the Safety Assessment and Discovery Services businesses due to demand from biotechnology clients and increased
pricing of services. These increases were partially offset by the effect of changes in foreign currency exchange rates. DSA revenue was not significantly
impacted by the COVID-19 pandemic during the three months ended June 27, 2020.

DSA operating income increased $8.7 million during the three months ended June 27, 2020 compared to the corresponding period in 2019. DSA operating
income as a percentage of revenue for the three months ended June 27, 2020 was 16.3%, an increase of 0.6% from 15.7% for the corresponding period in
2019. Operating income and operating income as a percentage of revenue increased primarily due to higher revenue described above and realizing the
favorable impact of recent cost saving efficiencies. This increase was partially offset by increased costs in both cost of revenue and selling, general, and
administrative expenses related to recent site closures, which increased severance costs, site consolidation costs, and asset impairments; and higher
amortization of intangible assets associated with our recent acquisitions.

Manufacturing

Three Months Ended
June 27, 2020 June 29, 2019 $ change % change Impact of FX

(in millions, except percentages)

Revenue $ 123.5  $ 116.0  $ 7.5  6.4 % (1.6)%
Cost of revenue (excluding
amortization of intangible assets) 58.4  57.9  0.5  1.0 %
Selling, general and administrative 19.9  22.7  (2.8)  (12.4)%
Amortization of intangible assets 2.3  2.3  —  (2.5)%

Operating income $ 42.9  $ 33.1  $ 9.8  29.5 %
Operating income % of revenue 34.8 % 28.6 % 6.2 %
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Manufacturing revenue increased $7.5 million due primarily to higher demand for products in our Avian business and higher service revenue in the
Biologics business due to our facility in Pennsylvania being fully operational in 2020 compared to 2019 where work continued to be transitioned from a
legacy facility; partially offset by lower product revenue in our Microbial Solutions business, which was impacted by delays in instrument installation
caused by the COVID-19 pandemic, and the effect of changes in foreign currency exchange rates. Overall, Manufacturing revenue was not significantly
impacted by the COVID-19 pandemic during the three months ended June 27, 2020.

Manufacturing operating income increased $9.8 million during the three months ended June 27, 2020 compared to the corresponding period in 2019.
Manufacturing operating income as a percentage of revenue for the three months ended June 27, 2020 was 34.8%, an increase of 6.2% from 28.6% for the
corresponding period in 2019. The increases were due primarily to higher revenue as well as improved production efficiencies, including the absence of
duplicative Biologics facilities in 2020 compared to 2019, and the impact of certain cost savings initiatives in the three months ended June 27, 2020
compared to the same period in 2019.

Unallocated Corporate

Three Months Ended
June 27, 2020 June 29, 2019 $ change % change

(in millions, except percentages)

Unallocated corporate $ 42.1  $ 48.3  $ (6.2)  (12.7)%
Unallocated corporate % of
revenue 6.2 % 7.4 % (1.2)%

Unallocated corporate costs consist of selling, general and administrative expenses that are not directly related or allocated to the reportable segments. The
decrease in unallocated corporate costs of $6.2 million, or 12.7%, compared to the corresponding period in 2019 is predominantly associated with the
decreased costs associated with the evaluation and integration of our recent acquisition activity. Costs as a percentage of revenue for the three months
ended June 27, 2020 was 6.2%, a decrease of 1.2% from 7.4% for the corresponding period in 2019.

Interest Income
Interest income, which represents earnings on cash, cash equivalents, and time deposits was $0.3 million for each of the three months ended June 27, 2020
and the corresponding period in 2019.

Interest Expense
Interest expense for the three months ended June 27, 2020 was $19.4 million, a decrease of $1.4 million, or 7.1%, compared to $20.8 million for the
corresponding period in 2019. The decrease results from the absence of a foreign currency loss recognized in connection with a debt-related foreign
exchange forward contract in the three months ended June 27, 2020 compared to the corresponding period in 2019.

Other Income (Expense), Net
Other income, net, was $26.3 million for the three months ended June 27, 2020, an increase of $26.5 million, compared to Other expense, net of $0.2
million for the corresponding period in 2019. The increase was due primarily to net gains on our venture capital investments and life insurance policy
investments for the three months ended June 27, 2020 as compared to net losses for these investments in the corresponding period in 2019.

Income Taxes
Income tax expense for the three months ended June 27, 2020 was $16.3 million, an increase of $1.6 million compared to $14.7 million for the
corresponding period in 2019. Our effective tax rate was 19.4% for the three months ended June 27, 2020, compared to 24.9% for the corresponding period
in 2019. The decrease in our effective tax rate in the 2020 period compared to the 2019 period was primarily attributable to increased tax benefits from
stock-based compensation deductions in 2020 as well as a reduction in non-deductible transaction costs compared to the corresponding period in 2019.

Six Months Ended June 27, 2020 Compared to the Six Months Ended June 29, 2019

Revenue and Operating Income
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The following tables present consolidated revenue by type and by reportable segment:

Six Months Ended
June 27, 2020 June 29, 2019 $ change % change

(in millions, except percentages)

Service revenue $ 1,097.1  $ 956.8  $ 140.3  14.7 %
Product revenue 292.5  305.3  (12.8)  (4.2)%

Total revenue $ 1,389.6  $ 1,262.1  $ 127.5  10.1 %

Six Months Ended
June 27, 2020 June 29, 2019 $ change % change Impact of FX

(in millions, except percentages)

RMS $ 262.5  $ 273.2  $ (10.7)  (3.9)% (0.7)%
DSA 881.2  759.7  121.5  16.0 % (0.6)%
Manufacturing 245.9  229.2  16.7  7.3 % (1.5)%

Total revenue $ 1,389.6  $ 1,262.1  $ 127.5  10.1 % (0.8)%

The following table presents operating income by reportable segment:

Six Months Ended
June 27, 2020 June 29, 2019 $ change % change

(in millions, except percentages)

RMS $ 31.2  $ 69.3  $ (38.1)  (55.0)%
DSA 144.5  110.2  34.3  31.1 %
Manufacturing 84.0  64.6  19.4  30.0 %
Unallocated corporate (88.7)  (94.5)  5.8  (6.2)%

Total operating income $ 171.0  $ 149.6  $ 21.4  14.4 %
Operating income % of revenue 12.3 % 11.8 % 0.5 %

The following presents and discusses our consolidated financial results by each of our reportable segments:

RMS

Six Months Ended
June 27, 2020 June 29, 2019 $ change % change Impact of FX

(in millions, except percentages)

Revenue $ 262.5  $ 273.2  $ (10.7)  (3.9)% (0.7)%
Cost of revenue (excluding
amortization of intangible assets) 184.9  167.0  17.9  10.7 %
Selling, general and administrative 39.0  36.2  2.8  7.6 %
Amortization of intangible assets 7.4  0.7  6.7  966.0 %

Operating income $ 31.2  $ 69.3  $ (38.1)  (55.0)%
Operating income % of revenue 11.9 % 25.4 % (13.5)%

RMS revenue decreased $10.7 million due primarily to lower research model product revenue in North America, Europe, and Asia due to the impact of the
COVID-19 pandemic, largely driven by many closures of our academic clients, and the effect of changes in foreign currency exchange rates. Partially
offsetting these decreases were the recent acquisition of HemaCare, which contributed $18.7 million to revenue growth; and higher research model services
revenue, specifically our Insourcing Solutions and GEMS businesses.

RMS operating income decreased $38.1 million compared to the corresponding period in 2019. RMS operating income as a percentage of revenue for the
six months ended June 27, 2020 was 11.9%, a decrease of 13.5% from 25.4% for the
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corresponding period in 2019. Operating income and operating income as a percentage of revenue decreased primarily due to lower operating income on
lower sales volume for research model products due to the COVID-19 pandemic as described above and due to the recent acquisition of HemaCare, which
increased amortization of intangible assets and an inventory fair value adjustment.

DSA

Six Months Ended
June 27, 2020 June 29, 2019 $ change % change Impact of FX

(in millions, except percentages)

Revenue $ 881.2  $ 759.7  $ 121.5  16.0 % (0.6)%
Cost of revenue (excluding
amortization of intangible
assets) 604.0  529.7  74.3  14.0 %
Selling, general and
administrative 89.0  83.3  5.7  6.8 %
Amortization of intangible
assets 43.7  36.5  7.2  19.7 %

Operating income $ 144.5  $ 110.2  $ 34.3  31.1 %
Operating income % of
revenue 16.4 % 14.5 % 1.9 %

DSA revenue increased $121.5 million due primarily to the acquisition of Citoxlab which contributed $60.2 million to service revenue growth.
Additionally, service revenue increased in both the Safety Assessment and Discovery Services businesses due to demand from biotechnology clients and
increased pricing of services. These increases were partially offset by the effect of changes in foreign currency exchange rates. DSA revenue was not
significantly impacted by the COVID-19 pandemic during the six months ended June 27, 2020.

DSA operating income increased $34.3 million during the six months ended June 27, 2020 compared to the corresponding period in 2019. DSA operating
income as a percentage of revenue for the six months ended June 27, 2020 was 16.4%, an increase of 1.9% from 14.5% for the corresponding period in
2019. These increases were primarily attributable to higher revenue described above, realizing the favorable impact of recent cost saving efficiencies, and
lower acquisition related costs. These increases were partially offset by increased costs in both cost of revenue and selling, general, and administrative
expenses related to recent site closures, which increased severance costs, site consolidation costs, and asset impairments; and higher amortization of
intangible assets associated with our recent acquisitions.

Manufacturing

Six Months Ended
June 27, 2020 June 29, 2019 $ change % change Impact of FX

(in millions, except percentages)

Revenue $ 245.9  $ 229.2  $ 16.7  7.3 % (1.5)%
Cost of revenue (excluding
amortization of intangible assets) 116.5  115.6  0.9  0.7 %
Selling, general and administrative 40.9  44.3  (3.4)  (7.7)%
Amortization of intangible assets 4.5  4.7  (0.2)  (2.9)%

Operating income $ 84.0  $ 64.6  $ 19.4  30.0 %
Operating income % of revenue 34.2 % 28.2 % 6.0 %

Manufacturing revenue increased $16.7 million due primarily to higher demand for products in both our Microbial Solutions’ Endotoxin business and our
Avian business, and higher service revenue in the Biologics business due to our facility in Pennsylvania being fully operational in 2020 compared to 2019
where work continued to be transitioned from a legacy facility; partially offset by lower product revenue in our Microbial Solutions’ Bioburden business,
specifically due to the timing of a large stocking order from a strategic partner in 2019, which did not recur in 2020, and delays in instrument installations
caused by the COVID-19 pandemic; and the effect of changes in foreign currency exchange rates. Overall, Manufacturing revenue was not significantly
impacted by the COVID-19 pandemic during the six months ended June 27, 2020.
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Manufacturing operating income increased $19.4 million during the six months ended June 27, 2020 compared to the corresponding period in 2019.
Manufacturing operating income as a percentage of revenue for the six months ended June 27, 2020 was 34.2%, an increase of 6.0% from 28.2% for the
corresponding period in 2019. The increases were due primarily to higher revenue as well as improved production efficiencies, including the absence of
duplicative Biologics facilities in 2020 compared to 2019, and the impact of certain cost savings initiatives in the six months ended June 27, 2020
compared to the same period in 2019.

Unallocated Corporate

Six Months Ended
June 27, 2020 June 29, 2019 $ change % change

(in millions, except percentages)

Unallocated corporate $ 88.7  $ 94.5  $ (5.8)  (6.2)%
Unallocated corporate % of
revenue 6.4 % 7.5 % (1.1)%

Unallocated corporate costs consist of selling, general and administrative expenses that are not directly related or allocated to the reportable
segments. The decrease in unallocated corporate costs of $5.8 million is predominantly associated with the decreased costs associated with the evaluation
and integration of our recent acquisition activity. Costs as a percentage of revenue for the six months ended June 27, 2020 was 6.4%, a decrease of 1.1%
from 7.5% for the corresponding period in 2019.

Interest Income
Interest income, which represents earnings on cash, cash equivalents, and time deposits was $0.6 million and $0.5 million for the six months ended June
27, 2020 and the corresponding period in 2019, respectively.

Interest Expense
Interest expense for the six months ended June 27, 2020 was $34.4 million, an increase of $3.6 million, or 11.7%, compared to $30.8 million for the
corresponding period in 2019. The increase was due primarily to higher interest expense from increased debt to fund our recent acquisitions and a lower
foreign currency gain recognized in connection with a debt-related foreign exchange forward contract in the six months ended June 27, 2020 compared to
the corresponding period in 2019.

Other Income (Expense), Net
Other income, net, was $2.2 million for the six months ended June 27, 2020, a decrease of $3.9 million, or 64.1%, compared to $6.1 million for the
corresponding period in 2019. The decrease was due to lower foreign currency gains recognized in connection with a U.S. dollar denominated loan
borrowed by a non-U.S. entity with a different functional currency and lower net gains on our venture capital investments and life insurance policy
investments for the six months ended June 27, 2020 as compared to the corresponding period in 2019.

Income Taxes
Income tax expense for the six months ended June 27, 2020 was $20.9 million, a decrease of $4.4 million compared to $25.3 million for the corresponding
period in 2019. Our effective tax rate was 15.0% for the six months ended June 27, 2020 compared to 20.2% for the corresponding period in 2019. The
decrease in our effective tax rate in the 2020 period compared to the 2019 period was primarily attributable to increased tax benefits from stock-based
compensation deductions in 2020 as well as a reduction in non-deductible transaction costs compared to the corresponding period in 2019.

Liquidity and Capital Resources

We currently require cash to fund our working capital needs, capital expansion, acquisitions, and to pay our debt, lease, venture capital investment, and
pension obligations. Our principal sources of liquidity have been our cash flows from operations, supplemented by long-term borrowings. Based on our
current business plan, we believe that our existing funds, when combined with cash generated from operations and our access to financing resources, are
sufficient to fund our operations for the foreseeable future as previously discussed in our section on the COVID-19 pandemic impacts.
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The following table presents our cash, cash equivalents and short-term investments:

June 27, 2020 December 28, 2019
(in millions)

Cash and cash equivalents:
Held in U.S. entities $ 194.0  $ 56.5  
Held in non-U.S. entities 208.0  181.5  
Total cash and cash equivalents 402.0  238.0  

Short-term investments:
Held in non-U.S. entities 0.9  1.0  

Total cash, cash equivalents and short-term investments $ 402.9  $ 239.0  

Borrowings
We have a credit facility, which consists of a $750.0 million term loan, of which $175.0 million remains outstanding as of June 27, 2020, and a $2.05
billion multi-currency revolving facility (Credit Facility). The term loan facility matures in 19 quarterly installments with the last installment due March 26,
2023. The revolving facility matures on March 26, 2023, and requires no scheduled payment before that date. Under specified circumstances, we have the
ability to increase the term loan and/or revolving facility by up to $1.0 billion in the aggregate.

We also have an indenture that allows for senior notes offerings under supplemental indentures. In 2018, we entered into our first supplemental indenture
and raised $500.0 million in aggregate principal amount of 5.5% Senior Notes due in 2026 (2026 Senior Notes) in an unregistered offering. Under the
terms of the first supplemental indenture, interest on the 2026 Senior Notes is payable semi-annually on April 1 and October 1, beginning on October 1,
2018. In 2019, we entered into our second supplemental indenture and raised an additional $500.0 million in aggregate principal amount of 4.25% Senior
Notes due in 2028 (2028 Senior Notes) in an unregistered offering. Under the terms of the second supplemental indenture, interest on the 2028 Senior
Notes is payable semi-annually on May 1 and November 1, beginning on May 1, 2020.

Amounts outstanding under our credit facilities and both the 2026 Senior Notes and the 2028 Senior Notes were as follows:

June 27, 2020 December 28, 2019
(in millions)

Term loans $ 175.0  $ 193.8  
Revolving facility 1,062.9  676.1  
2026 Senior Notes 500.0  500.0  
2028 Senior Notes 500.0  500.0  

Total $ 2,237.9  $ 1,869.9  

The interest rates applicable to the term loan and revolving facility under the Credit Facility are, at our option, equal to either the base rate (which is the
higher of (1) the prime rate, (2) the federal funds rate plus 0.50%, or (3) the one-month adjusted LIBOR rate plus 1.0%) or the adjusted LIBOR rate, plus
an interest rate margin based upon our leverage ratio.

Repurchases of Common Stock
During the six months ended June 27, 2020, we did not repurchase any shares under our authorized stock repurchase program. As of June 27, 2020, we had
$129.1 million remaining on the authorized $1.3 billion stock repurchase program and we do not intend to repurchase shares for the remainder of 2020. Our
stock-based compensation plans permit the netting of common stock upon vesting of restricted stock, restricted stock units, and performance share units in
order to satisfy individual statutory tax withholding requirements. During the six months ended June 27, 2020, we acquired 0.1 million shares for $23.8
million through such netting.
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Cash Flows
The following table presents our net cash provided by operating activities:

Six Months Ended
June 27, 2020 June 29, 2019

(in millions)

Net income $ 118.5  $ 100.0  
Adjustments to reconcile net income to net cash provided by operating activities 137.3  119.5  
Changes in assets and liabilities (24.9)  (75.1)  

Net cash provided by operating activities $ 230.9  $ 144.4  

Net cash provided by cash flows from operating activities represents the cash receipts and disbursements related to all of our activities other than investing
and financing activities. Operating cash flow is derived by adjusting our net income for (1) non-cash operating items such as depreciation and amortization,
stock-based compensation, deferred income taxes, gains and/or losses on venture capital and strategic equity investments, as well as (2) changes in
operating assets and liabilities, which reflect timing differences between the receipt and payment of cash associated with transactions and when they are
recognized in our results of operations. For the six months ended June 27, 2020, compared to the six months ended June 29, 2019, the increase in net cash
provided by operating activities was driven by higher net income and certain favorable changes in working capital items, including favorable timing of net
contract balances from contracts with customers (collectively trade receivables, net; deferred revenue; and customer contract deposits), deferral of income
and payroll tax payments, and lower compensation payments; partially offset by the unfavorable timing of vendor and supplier payments compared to the
same period in 2019.

The following table presents our net cash used in investing activities:

Six Months Ended
June 27, 2020 June 29, 2019

(in millions)

Acquisitions of businesses and assets, net of cash acquired $ (382.3)  $ (492.4)  
Capital expenditures (52.5)  (41.5)  
Investments, net (6.4)  (14.7)  
Other, net (1.1)  (0.6)  

Net cash used in investing activities $ (442.3)  $ (549.2)  

For the six months ended June 27, 2020, the primary use of cash used in investing activities related to the acquisition of HemaCare, capital expenditures to
support the growth of the business, and investments in certain venture capital and strategic equity investments. For the six months ended June 29, 2019, the
primary use of cash used in investing activities related to the acquisition of Citoxlab, capital expenditures to support the growth of the business, and
investments in certain venture capital and strategic equity investments.

The following table presents our net cash provided by financing activities:

Six Months Ended
June 27, 2020 June 29, 2019

(in millions)

Proceeds from long-term debt and revolving credit facility $ 1,412.0  $ 1,485.7  
Payments on long-term debt, revolving credit facility, and finance lease obligations (1,045.2)  (1,076.8)  
Proceeds from exercises of stock options 36.6  23.9  
Purchase of treasury stock (23.8)  (17.9)  
Other, net (4.5)  (10.5)  

Net cash provided by financing activities $ 375.1  $ 404.4  

For the six months ended June 27, 2020, net cash provided by financing activities reflected the net proceeds of $366.8 million on our Credit Facility and
finance lease obligations. Included in the net proceeds are the following amounts:

• Proceeds of approximately $415 million from our revolving Credit Facility to fund our recent acquisitions. Additionally, towards the end of the
first fiscal quarter, we borrowed an additional $150 million from our revolving Credit Facility to secure cash on hand in response to uncertainties
due to the COVID-19 pandemic; partially offset by,
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• Payments of approximately $19 million on our term loan and payments of $178 million to our revolving Credit Facility in the normal course of
business throughout the six months ended June 27, 2020;

• Additionally, we had $798 million of gross payments, partially offset by $794 million of gross proceeds in connection with a non-U.S. Euro
functional currency entity repaying Euro loans and replacing the Euro loans with U.S. dollar denominated loans. A series of forward currency
contracts were executed to mitigate any foreign currency gains or losses on the U.S. dollar denominated loans. These proceeds and payments are
presented as gross financing activities.

Net cash provided by financing activities also reflected proceeds from exercises of employee stock options of $36.6 million, offset by treasury stock
purchases of $23.8 million made due to the netting of common stock upon vesting of stock-based awards in order to satisfy individual statutory tax
withholding requirements.

For the six months ended June 29, 2019, net cash provided by financing activities reflected the net proceeds of $408.9 million on our Credit Facility and
finance lease obligations. Included in the net proceeds are the following amounts:

• Borrowings of $556 million, which were primarily used for the purchase of Citoxlab; partially offset by,

• Payments of $19 million on our term loan and payments of $32 million to our revolving Credit Facility in the normal course of business
throughout the six months ended June 29, 2019;

• Additionally, we had $943 million of gross payments, partially offset by $848 million of gross proceeds in connection with a non-U.S. Euro
functional currency entity repaying Euro loans and replacing the Euro loans with U.S. dollar denominated loans. A series of forward currency
contracts were executed to mitigate any foreign currency gains or losses on the U.S. dollar denominated loans. These proceeds and payments are
presented as gross financing activities.

Net cash provided by financing activities also reflected proceeds from exercises of employee stock options of $23.9 million. Net cash provided by
financing activities was partially offset by treasury stock purchases of $17.9 million made due to the netting of common stock upon vesting of stock-based
awards in order to satisfy individual statutory tax withholding requirements and the purchase of an additional 5% equity interest in Vital River for $7.9
million which is included in Other, net.

Contractual Commitments and Obligations

The disclosure of our contractual commitments and obligations was reported in our Annual Report on Form 10-K for fiscal 2019. There have been no
material changes from the contractual commitments and obligations previously disclosed in our Annual Report on Form 10-K for fiscal 2019 other than the
changes described in Note 2, “Business Combinations,” Note 7, “Fair Value,” Note 9, “Long-Term Debt and Finance Lease Obligations,” Note 16,
“Leases,” and Note 17, “Commitments and Contingencies” in our notes to the unaudited condensed consolidated financial statements in this Quarterly
Report on Form 10-Q.

Off-Balance Sheet Arrangements

As of June 27, 2020, we did not have any significant off-balance sheet arrangements, as defined in Item 303(a)(4)(ii) of SEC Regulation S-K promulgated
under the Exchange Act, except as disclosed below.

Venture Capital Investments
We invest in several venture capital funds that invest in start-up companies, primarily in the life sciences industry. Our total commitment to the funds as of
June 27, 2020 was $130.4 million, of which we funded $87.5 million through June 27, 2020. Refer to Note 6, “Venture Capital and Strategic Equity
Investments” in this Quarterly Report on Form 10-Q for additional information.

Letters of Credit
Our off-balance sheet commitments related to our outstanding letters of credit as of June 27, 2020 were $8.1 million.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial condition and results of operations is based upon our consolidated financial statements prepared in accordance
with generally accepted accounting principles in the U.S. The preparation of these financial statements requires us to make certain estimates and
assumptions that may affect the reported amounts of assets and liabilities, the reported amounts of revenues and expenses during the reported periods and
related disclosures. These estimates and assumptions are monitored and analyzed by us for changes in facts and circumstances, and material changes in
these estimates could occur in the future. We base our estimates on our historical experience, trends in the industry, and various other factors that are
believed to be reasonable under the circumstances. Actual results may differ from our estimates under different assumptions or conditions.

We believe that the application of our accounting policies, each of which require significant judgments and estimates on the part of management, are the
most critical to aid in fully understanding and evaluating our reported financial results. Our
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significant accounting policies are described in Note 1, “Description of Business and Summary of Significant Accounting Policies” to our Annual Report
on Form 10-K for fiscal year 2019.

Recent Accounting Pronouncements

For a discussion of recent accounting pronouncements please refer to Note 1, “Basis of Presentation,” in this Quarterly Report on Form 10-Q. Other than as
discussed in Note 1, “Basis of Presentation,” we did not adopt any other new accounting pronouncements during the six months ended June 27, 2020 that
had a significant effect on our unaudited condensed consolidated financial statements included in this Quarterly Report on Form 10-Q.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

We are exposed to market risk from changes in interest rates and currency exchange rates, which could affect our future results of operations and financial
condition. We manage our exposure to these risks through our regular operating and financing activities.

Interest Rate Risk

We are exposed to changes in interest rates while conducting normal business operations as a result of ongoing financing activities. As of June 27, 2020,
our debt portfolio was comprised primarily of floating interest rate borrowings. A 100-basis point increase in interest rates would increase our annual pre-
tax interest expense by $12.4 million.

Foreign Currency Exchange Rate Risk

We operate on a global basis and have exposure to some foreign currency exchange rate fluctuations for our financial position, results of operations, and
cash flows.

While the financial results of our global activities are reported in U.S. dollars, our foreign subsidiaries typically conduct their operations in their respective
local currency. The principal functional currencies of the Company’s foreign subsidiaries are the Euro, Canadian Dollar, British Pound and Chinese Yuan
Renminbi. During the six months ended June 27, 2020, the most significant drivers of foreign currency translation adjustment the Company recorded as
part of Other comprehensive income (loss) were the Canadian Dollar, British Pound, Hungarian Forint, Euro, Brazilian real, Chinese Yuan Renminbi, and
Japanese Yen.

Fluctuations in the foreign currency exchange rates of the countries in which we do business will affect our financial position, results of operations, and
cash flows. As the U.S. dollar strengthens against other currencies, the value of our non-U.S. revenue, expenses, assets, liabilities, and cash flows will
generally decline when reported in U.S. dollars. The impact to net income as a result of a U.S. dollar strengthening will be partially mitigated by the value
of non-U.S. expenses, which will decline when reported in U.S. dollars. As the U.S. dollar weakens versus other currencies, the value of the non-U.S.
revenue, expenses, assets, liabilities, and cash flows will generally increase when reported in U.S. dollars. For the six months ended June 27, 2020, our
revenue would have increased by $43.8 million and our operating income would have decreased by $1.4 million, if the U.S. dollar exchange rate had
strengthened by 10.0%, with all other variables held constant.

We attempt to minimize this exposure by using certain financial instruments in accordance with our overall risk management and our hedge policy. We do
not enter into speculative derivative agreements.

During the six months ended June 27, 2020, we entered into foreign exchange forward contracts to limit our foreign currency exposure related to both
intercompany loans and a U.S. dollar denominated loan borrowed by a non-U.S. Euro functional currency entity under our Credit Facility. Refer to Note
14, “Foreign Currency Contracts” in this Quarterly Report on Form 10-Q for additional information regarding these types of forward contracts.
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Item 4. Controls and Procedures

(a)   Evaluation of Disclosure Controls and Procedures

Based on their evaluation, required by paragraph (b) of Rules 13a-15 or 15d-15, promulgated by the Securities Exchange Act of 1934, as amended
(Exchange Act), the Company’s principal executive officer and principal financial officer have concluded that the Company’s disclosure controls and
procedures, as defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act, are effective, at a reasonable assurance level, as of June 27, 2020, to ensure
that information required to be disclosed by the Company in reports that it files or submits under the Exchange Act is recorded, processed, summarized and
reported within the time periods specified in Securities and Exchange Commission rules and forms. Disclosure controls and procedures include, without
limitation, controls and procedures designed to ensure that information required to be disclosed by the Company in the reports that it files or submits under
the Exchange Act is accumulated and communicated to the Company’s management, including its principal executive and principal financial officers, or
persons performing similar functions, as appropriate to allow timely decisions regarding required disclosure. In designing and evaluating the disclosure
controls and procedures, our management recognizes that any controls and procedures, no matter how well designed and operated, can provide only
reasonable assurances of achieving the desired control objectives, and management necessarily was required to apply its judgment in designing and
evaluating the controls and procedures.

(b) Changes in Internal Controls

The Company continued to execute a plan to centralize certain accounting transaction processing functions to internal shared service centers during the
three months ended June 27, 2020. There were no other material changes in the Company’s internal control over financial reporting identified in connection
with the evaluation required by paragraph (d) of the Exchange Act Rules 13a-15 or 15d-15 that occurred during the quarter ended June 27, 2020 that
materially affected, or were reasonably likely to materially affect, the Company’s internal control over financial reporting.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings

Please refer to Note 17, “Commitments and Contingencies” in our notes to the unaudited condensed consolidated financial statements in this Quarterly
Report on Form 10-Q.

Item 1A. Risk Factors

Set forth below, elsewhere in this Form 10-Q and in other documents we file with the SEC are risks and uncertainties that could cause actual results to
differ materially from the results contemplated by the forward-looking statements contained in this Form 10-Q. We note that factors set forth below,
individually or in the aggregate, as well as additional risks and uncertainties either not presently known or that are currently believed to not be material to
the business, may cause our actual results to differ materially from expected and historical results. You should understand that it is not possible to predict or
identify all such factors. Consequently, you should not consider the following to be a complete discussion of all potential risks or uncertainties and the risks
described below should be carefully considered together with the other information set forth in this report and in future documents we file with the SEC.

The COVID-19 pandemic is dynamic and expanding. The continuation of this outbreak likely will have, and the emergence of other epidemic or
pandemic crises could have, material adverse effects on our business, results of operations, or financial condition.

On March 11, 2020, the World Health Organization declared the outbreak of a strain of novel coronavirus disease, COVID-19, a global pandemic. The
COVID-19 pandemic is dynamic and expanding, and its ultimate scope, duration and effects are uncertain. This pandemic has and continues to result in,
and any future epidemic or pandemic crises may potentially result in, direct and indirect adverse effects on our industry and customers, which in turn has
(with respect to COVID-19) and may (with respect to future epidemics or crises) impact our business, results of operations and financial condition. Further,
the COVID-19 pandemic may also affect our operating and financial results in a manner that is not presently known to us. Effects of the current pandemic
include, or may include, among others:

• deterioration of worldwide, regional or national economic conditions and activity, which could adversely affect global demand for our products
and services;

• disruptions to our operations as a result of the potential health impact on our employees and crew, and on the workforces of our customers and
business partners;

• temporary and/or partial closures of our facilities or the facilities of our customers (including academic institutions, government laboratories and
private foundations) and third-party service providers;

• interruption of the operations of global supply chains and those of our suppliers;

• disruptions to our business from, or additional costs related to, new regulations, directives or practices implemented in response to the pandemic,
such as travel restrictions, shelter in place/stay in place/work from home orders, increased inspection regimes, hygiene measures (such as
quarantining and physical distancing) or increased implementation of remote working arrangements;

• potential reduced cash flows and financial condition, including potential liquidity constraints;

• reduced access to capital, including the ability to refinance any existing obligations, as a result of any credit tightening generally or due to
continued declines in global financial markets, including to the prices of publicly-traded equity securities of us, our peers and of listed companies
generally;

• potential deterioration in the financial condition and prospects of our customers or attempts by customers, suppliers or service providers to invoke
force majeure contractual clauses, or the legal doctrines of impossibility or impracticability (or other similar doctrines) as a result of delays or
other disruptions;

• potential delays in the commencement of, or the suspension or cancellation of, client studies; and

• the effects described elsewhere in these Risk Factors.

The COVID-19 pandemic has caused us to modify our business practices, including but not limited to health management of employees, customers and
suppliers, management of production inventory, supply chain risk management, compensation practices and capital expenditure planning. We have formed
a tiered structure of designated COVID-19 crisis management teams throughout our organization to identify, implement and monitor such actions as
required by the dynamic exigencies arising from the pandemic. Such measures and others may not be sufficient to mitigate all the risks posed by COVID-
19, and our ability to perform critical functions could be materially adversely affected.
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Although disruption and effects from the COVID-19 pandemic may be temporary, given the dynamic nature of these circumstances and the worldwide
nature of our business and operations, the duration of any business disruption and the related financial impact to us cannot be reasonably estimated at this
time but could materially affect our business, results of operations and financial condition.

Changes and uncertainties in the economy have harmed and could continue to harm our operating results.

As the COVID-19 pandemic is still ongoing and may worsen, there is significant uncertainty surrounding its developments and impacts, including whether
the current epidemic or continued spread of COVID-19 will cause a broader economic slowdown or a global recession, and we cannot predict at this time
the impact it will have on our business or results of operations. Changes and uncertainties in the economy have harmed and could continue to harm our
operating results. As a result of the continuing economic uncertainties, our operating results, and the economic strength of our customers and suppliers, are
increasingly difficult to predict. Sales of our products and services, as well as access to our products and services within our supply chain, are affected by
many factors, including, among others, general economic conditions, interest rates, inflation, liquidity in the credit markets, unemployment trends, shipping
costs, geopolitical events, and other factors. If economic conditions significantly weaken on a global scale it may cause some of our customers to
experience a slowdown, from time to time, which may in turn have an adverse effect on our sales and operating results. Changes and uncertainties in the
economy also increase the risk of uncollectible accounts receivable. The pricing we receive from suppliers may also be impacted by general economic
conditions. Continued and future changes and uncertainties in the economic climate in the United States and elsewhere could have a similar negative
impact on the rate and amounts of purchases by our current and potential customers, create price inflation for our products, or otherwise have a negative
impact on our expenses, gross margins and revenues, and could hinder our growth.

A reduction in demand may adversely affect our business.

Our business could be adversely affected by any significant decrease in drug R&D expenditures by pharmaceutical and biotechnology companies, as well
as by academic institutions, government laboratories or private foundations. Similarly, economic factors and industry trends that affect our clients in these
industries (including the COVID-19 pandemic and the impact of measures intended to reduce the spread of COVID-19) also affect their R&D budgets and,
consequentially, our business as well.

Our clients include researchers at pharmaceutical and biotechnology companies. Our ability to continue to grow and win new business is dependent in large
part upon the ability and willingness of the pharmaceutical and biotechnology industries to continue to spend on molecules in the non-clinical phases of
R&D (and in particular discovery and safety assessment) and to outsource the products and services we provide. Furthermore, our clients (particularly
larger biopharmaceutical companies) continue to search for ways to maximize the return on their investments with a focus on lowering R&D costs per drug
candidate. Fluctuations in the expenditure amounts in each phase of the R&D budgets of these researchers and their organizations could have a significant
effect on the demand for our products and services. R&D budgets fluctuate due to changes in available resources, mergers of pharmaceutical and
biotechnology companies, spending priorities (including available resources of our biotechnology clients, particularly those that are cash-negative, who
may be highly focused on rationing their liquid assets in a challenging funding environment), general economic conditions, institutional budgetary policies
and the impact of government regulations, including potential drug pricing legislation. Available funding for biotechnology clients in particular may be
affected by the capital markets, investment objectives of venture capital investors and priorities of biopharmaceutical industry sponsors.

For additional discussion of the factors that we believe have recently been influencing R&D budgets at our clients, please see the section entitled
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this Form 10-Q in addition to the
sections entitled “Our Strategy” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included in our Form 10-
K for the fiscal year ended December 28, 2019, filed with the Commission on February 11, 2020.

Further, our Research Products operations are structured to produce particular blood products based on customers’ existing demand, and perceived potential
changes in demand, for these products. Sudden or unexpected changes in demand for these products could have an adverse impact on our profitability.
Increasing demand could harm relationships with customers if we are unable to alter production capacity, or purchase products from other suppliers, to fill
orders adequately. This could result in a decrease in overall revenue and profits. The impact of measures intended to reduce the spread of COVID-19
caused us to temporarily suspend blood donations, which have since resumed, at our Research Products facilities, further limiting our ability to respond to
changes in demand. Lack of access to sufficient capital, or lack of adequate time to properly (or the failure to adequately) respond to changes in demand,
could result in declining revenue and profits, as customers transfer to other suppliers.

A reduction or delay in government funding of R&D may adversely affect our business.
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A portion of revenue, predominantly in our RMS segment, is derived from clients at academic institutions and research laboratories whose funding is
partially dependent on both the level and timing of funding from government sources such as the U.S. National Institutes of Health (NIH) and similar
domestic and international agencies, which can be difficult to forecast. We also sell directly to the NIH and these other agencies. Government funding of
R&D is subject to the political process, which is inherently fluid and unpredictable. Our revenue may be adversely affected if our clients delay purchases as
a result of uncertainties surrounding the approval of government budget proposals, included reduced allocations to government agencies that fund R&D
activities. Government proposals to reduce or eliminate budgetary deficits have sometimes included reduced allocations to the NIH and other government
agencies that fund R&D activities, or NIH funding may not be directed towards projects and studies that require the use of our products and services, both
of which could adversely affect our business and our financial results. Furthermore, changes in government budgetary priorities as a result of the COVID-
19 pandemic and the impact of measures intended to reduce the spread of COVID-19 could reduce government funding of R&D that is unrelated to the
disease, which could adversely affect our business and our financial results.

Several of our product and service offerings are dependent on a limited source of supply that, when interrupted, adversely affects our business.

We depend on a limited international source of supply for certain products, such as large research models. Disruptions to their continued supply from time
to time arise from health problems (including as a result of the COVID-19 pandemic and the spread of other diseases), export or import laws/restrictions or
embargoes, tariffs, international trade regulations, foreign government or economic instability, severe weather conditions, increased competition among
suppliers for models, disruptions to the air travel system, activist campaigns, commercial disputes, supplier insolvency, geopolitical disputes, measures
intended to slow the spread of COVID-19 or other ordinary course or unanticipated events. Any disruption of supply could materially harm our business if
we cannot remove the disruption or are unable to secure an alternative or secondary supply source on comparable commercial terms. While we continue to
take steps to find alternative supply channels and lock in supply with preferred sources through multi-year and/or minimum commitment contracts, such
mitigating efforts may not prove successful at ensuring a steady and timely supply or may require (and in the past have required) us to pay significantly
higher prices for such products during periods of global shortage or restrictions on the transportation of products. In addition, limited global supply or
regional restrictions on transportation for certain products may require us to source products from non-preferred vendors.

Further, our Research Products business depends on the availability of appropriate donors. As a result of the COVID-19 pandemic and the impact of
measures intended to reduce the spread of COVID-19 we have chosen to temporarily suspend blood donations at our Research Products facilities, thus
limiting our access to new donors. As donor participation declines, we may not be able to reduce costs sufficiently to maintain profitability of the Research
Products business. Regulations intended to reduce the risk of introducing infectious diseases in the blood supply (including COVID-19) could also result in
a decreased pool of potential donors or integrity of inventory. Due to any pandemic, epidemic or outbreak in one or more regions in which our Research
Products business operates, the portion of the public that typically donates may be unable, or unwilling to donate, thereby significantly reducing the
availability of research products upon which we rely. In addition, the heightened fear and health concerns among the public resulting from widespread
media coverage may result in a dramatic decline in donations when our blood donation facilities re-open.

We bear financial risk for contracts that may be terminated or reduced in scope, underpriced, subject to cost overruns or delayed.

Many of our agreements, including those which underlie our strategic relationships with some of our more significant clients, provide for termination or
reduction in scope with little or no notice. In addition, we sell our products and services to our competitors, and similarly they sell products and services to
us. For instance, we have historically entered into, and currently are party to, contracts with certain of our competitors to distribute specialty research
models in locations where our competitors may not have distribution capabilities.

Our counterparties (including our clients who are competitors) may elect to terminate their agreements with us for various reasons including:

• the invocation of force majeure clauses, or the legal doctrines of impossibility or impracticability (or other similar legal doctrines), as a result of
the COVID-19 pandemic;

• the products being tested fail to satisfy safety requirements;

• unexpected or undesired study results;

• production problems resulting in shortages of the drug being tested;

• a client’s decision to forego or terminate a particular study;

• our competitors’ establishment of alternative distribution channels;
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• dissatisfaction with our performance under the agreement;

• the loss of funding for the particular research study; or

• general convenience/counterparty preference.

If a counterparty terminates a contract with us, we are typically entitled under the terms of the contract to receive revenue earned to date as well as certain
other costs and, in some cases, termination fees; however, in many cases we are not entitled to any termination fees in the event of a termination as a result
of force majeure. Cancellation of a large contract or proximate delay, cancellation or conclusion of multiple contracts could materially adversely affect our
business and, therefore, may adversely affect our operating results.

Furthermore, many of our contracts provide for services on a fixed price or fee-for-service with a cap basis and, accordingly, we bear the financial risk if
we initially underprice our contracts or otherwise overrun our cost estimates. Such underpricing or significant cost overruns could have an adverse effect on
our business, results of operations, financial condition and cash flows.

We have in the past experienced and in the future could experience an unauthorized access into our information systems.

We operate large and complex information systems that contain significant amounts of client data. As a routine element of our business, we collect, analyze
and retain substantial amounts of data pertaining to the non-clinical studies we conduct for our clients. Unauthorized third parties could attempt to gain
entry to such information systems to steal data or disrupt the systems or for financial gain. Like other companies, we have on occasion experienced, and
will continue to experience, threats and incursions to our data and systems, including malicious codes and viruses, phishing, business email compromise
and social engineering attacks or other cyber-attacks. The number and complexity of these threats continue to increase over time.
While we have taken measures to protect our information systems from intrusion, in March 2019, we detected evidence that an unauthorized third party,
who we believe was well resourced and highly sophisticated, accessed certain of our information systems and copied data. We worked with a leading cyber
security firm to assist in our investigation and coordinated with law enforcement authorities. Our investigation indicated that the affected information
included client information.

In December 2019, we disclosed that we had completed our remediation of the incident identified in March of 2019. While we have implemented
additional security safeguards, including:

• remediation of the March 2019 incident;

• cooperation with U.S. Federal authorities’ investigation into the incident and established an ongoing relationship to better understand the ever-
changing nature of cybersecurity related threats;

• additional visibility into our network and environment;

• additional monitoring of our environment;

• active threat hunting in our environment;

• a reduction of our footprint of externally facing technology;

• enhanced protection for externally facing web applications;

• the addition of Multi-Factor Authentication to ingress points;

• the addition of denial of service attack protection; and

• increased network segmentation,

such efforts may not be successful, in which case we could suffer significant harm.

Further, we are at risk of being targeted, and we have in the past been victim to, business email compromise fraud, which results in payments being made to
illegitimate bank accounts. Although these instances have not resulted in our incurring material losses, if similar instances occur in the future, we may incur
such losses.

Our contracts with our clients typically contain provisions that require us to keep confidential the information generated from the studies we conduct. In the
event the confidentiality of such information is compromised, whether by unauthorized access or other breaches, we could be exposed to significant harm,
including termination of customer contracts, damage to our customer relationships, damage to our reputation and potential legal claims from customers,
employees and other parties. In addition, we may face investigations by government regulators and agencies as a result of a breach.

Further, we are required to comply with the data privacy and security laws in many jurisdictions. For example, we are required to comply with the
European Union (EU) General Data Protection Regulation (GDPR), which became effective on May 25, 2018 and imposes heightened obligations and
enhanced penalties for noncompliance (including up to four percent (4%) of
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global revenue). The cost of compliance, and the potential for fines and penalties for non-compliance, with GDPR may have a significant adverse effect on
our business and operations. Also, the California legislature passed the California Consumer Privacy Act (CCPA), which became effective January 1, 2020.
The CCPA creates new transparency requirements and grants California residents several new rights with regard their personal information. Failure to
comply with the CCPA may result in, among other things, significant civil penalties and injunctive relief, or potential statutory or actual damages. We have
made changes to, and investments in, our business practices and will continue to monitor developments and make appropriate changes to help attain
compliance with these evolving and complex regulations. Additionally, while collecting research products from donors, we may collect, use, disclose,
maintain and transmit patient information in ways that will be subject to many of the numerous state, federal and international laws and regulations
governing the collection, use, disclosure, storage, transmission or confidentiality of patient-identifiable health information.

Contaminations in our animal populations can damage our inventory, harm our reputation for contaminant-free production, result in decreased sales
and cause us to incur additional costs.

Our research models and fertile chicken eggs must be free of certain infectious agents, such as certain viruses and bacteria, because the presence of these
contaminants can distort or compromise the quality of research results and could adversely impact human or animal health. The presence of these infectious
agents in our animal production facilities and certain service operations could disrupt our contaminant-free research model and fertile egg production as
well as our animal services businesses, including GEMS, harm our reputation for contaminant-free production and result in decreased sales. There also
exists a risk that contaminations from models that we produce may affect our client’s facilities, with similar impact to them for which we could be liable for
damages. In some cases, we may produce or import animals carrying infectious agents capable of causing disease in humans; and in the case of such a
contamination or undiagnosed infection, there could be a possible risk of human exposure and infection and liability for damages to infected persons.

We are also subject to similar contamination risks with respect to our large research models. While some of these models are owned by us and maintained
at our facilities, others are reserved for us and maintained at sites operated by the original provider. Accordingly, risk of contamination may be outside of
our control, and we depend on the practices and protocols of third parties to ensure a contamination-free environment. A contamination may require
extended CDC quarantine with subsequent reduced sales as a result of lost client orders, as well as the potential for complete inventory loss and
disinfection of the affected quarantine rooms. Furthermore, while we often negotiate for contractual risk indemnification, the third party may refuse to
fulfill its indemnification obligation or may be unable to as a result of insolvency or other impediments.

Contaminations are unanticipated and difficult to predict and could adversely impact our financial results. If they occur, contaminations typically require
cleaning up, renovating, disinfecting, retesting and restarting production or services. Such clean-ups result in inventory loss, clean-up and start-up costs,
and reduced sales as a result of lost client orders and potentially credits for prior shipments. In addition to microbiological contaminations, the potential for
genetic mix-ups or mis-matings also exists and may require us to restart the applicable colonies, and would likely result in inventory loss, additional start-
up costs and possibly reduced sales. Contaminations also expose us to risks that clients will request compensation for damages in excess of our contractual
indemnification requirements.

Further, many of our operations are comprised of complex mechanical systems that are subject to periodic failure, including aging fatigue. Such failures are
unpredictable, and while we have made significant capital expenditures designed to create redundancy within these mechanical systems, strengthen our
biosecurity, improve our operating procedures to protect against such contaminations, and replace impaired systems and equipment in advance of such
events, failures and/or contaminations may still occur.

Any failure by us to comply with applicable regulations and related guidance could harm our reputation and operating results, and compliance with
new regulations and guidance may result in additional costs.

Any failure on our part to comply with applicable regulations could result in the termination of ongoing research or the disqualification of data for
submission on behalf of our clients to regulatory authorities. This could harm our reputation, our prospects for future work and our operating results. For
example, the issuance of a notice of objectionable observations or a warning letter from the FDA based on a finding of a material violation affecting data
integrity by us for GLP or cGMP requirements that are not addressed to the regulatory monitoring authorities’ satisfaction could materially and adversely
affect us. If our operations are found to violate any applicable law or other governmental regulations, we might be subject to civil and criminal penalties,
damages and fines or the temporary closure of our facilities. Any action against us for violation of these laws or regulations, even if we successfully defend
against it, could cause us to incur significant legal expenses, divert our management’s attention from the operation of our business and damage our
reputation.

In recent years FDA has issued guidance that now requires submissions to be presented in a format that conforms with the FDA’s SEND (Standardization
for Exchange of Nonclinical Data) standards that apply to our clients’ NDA and IND submissions and require us to provide electronic data in specific
formats that will allow for more efficient, higher quality regulatory reviews. Accordingly, our clients expect us to timely deliver their nonclinical data
compliant with SEND.
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Notwithstanding, some of these standards require additional operating and capital expenses that will impact not only us and our industry competitors, but
clients in the biomedical research community. Non-compliance with any of these expectations could lead to official action by a government authority,
damage to our reputation and a potential loss of business.

In addition, regulations and guidance worldwide concerning the production and use of laboratory animals for research purposes continue to evolve.
Similarly, guidance has been and continues to be developed for other areas that impact the biomedical research community on both a national and
international basis including transportation, mandated contingency planning, euthanasia guidance, import and export requirements of biological materials,
health monitoring requirements and the use of disinfectants.

Our Research Products business is subject to extensive and complex regulation by federal, state and local governments in the U.S. and in the other
countries in which it operates. This business requires us to obtain many licenses, permits, authorizations, approvals, certificates and other types of
governmental permissions and to comply with various regulations in every jurisdiction in which we operate. Federal, state and local regulations change
often, and new regulations are frequently adopted. Changes in the regulations could require us to change the way in which we operate our business and the
cost of compliance with new or changed regulations could be significant.

Our donor collection centers are registered with the FDA and the FDA periodically conducts inspections of those facilities and operations. At the
conclusion of each inspection, the FDA provides us with a list of observations of regulatory issues discovered during the inspection that could result in
additional regulatory action. Failure to comply with the regulations of the FDA could result in sanctions and/or remedies and have a material adverse effect
on us.

The outsourcing trend in non-clinical (discovery and safety assessment) stages of drug discovery and development may decrease, which could impair
our growth.

Over the past decade, pharmaceutical and biotechnology companies have generally increased their outsourcing of non-clinical research support activities,
such as discovery and safety assessment. While many industry analysts expect the outsourcing trend to continue to increase for the next several years
(although with different growth rates for different phases of drug discovery and development), decreases in such outsourcing may result in a diminished
growth rate in the sales of any one or more of our service lines and may adversely affect our financial condition and results of operations. For additional
discussion of the factors that we believe have recently influenced outsourcing demand from our clients, please see the section entitled “Our Strategy”
included in our Form 10-K for the fiscal year ended December 28, 2019, filed with the Commission on February 11, 2020.

Changes in government regulation or in practices relating to the pharmaceutical or biotechnology industries, including potential healthcare reform,
could decrease the need for the services we provide.

Governmental agencies throughout the world strictly regulate the drug development process. Our business involves helping our customers navigate these
regulatory processes. Accordingly, many regulations, and often new regulations, are expected to result in higher regulatory standards and often additional
revenues for companies that service these industries. However, some changes in regulations, such as a relaxation in regulatory requirements or the
introduction of streamlined or expedited drug approval procedures, or an increase in regulatory requirements that we have difficulty satisfying or that make
our services less competitive, could eliminate or substantially reduce the demand for our services.

Although we believe we are currently in compliance in all material respects with applicable national, regional and local laws, as well as other accepted
guidance used by oversight bodies (including the USDA, the standards set by the International Air Transport Association, the Convention on International
Trade in Endangered Species of Wild Fauna and Flora, U.S. Fish and Wildlife Service, The Centers for Disease Control, the Department of Transportation,
the Department of State, the office of Laboratory Animal Welfare of NIH, the Drug Enforcement Agency, as well as numerous other oversight agencies in
the jurisdictions in which we operate), failure to comply could subject us to denial of the right to conduct business, fines, criminal penalties and other
enforcement actions. In addition, if regulatory authorities were to mandate a significant reduction in safety assessment procedures that utilize laboratory
animals (as has been advocated by certain groups), certain segments of our business could be materially adversely affected.

In March 2010, the U.S. Congress enacted healthcare reform legislation, the Patient Protection and Affordable Care Act (ACA), which includes provisions
impacting drug manufacturers, such as (1) the expansion of access to health insurance coverage, (2) the expansion of the Medicaid program, (3) the
enactment of an industry fee on pharmaceutical companies and (4) the imposition of an excise tax on the sale of medical devices. In addition, the Tax Cuts
and Jobs Act, enacted in 2017, repeals the ACA’s individual health insurance mandate, which is considered a key component of the ACA. Since the ACA
and its implementation continue to face challenges in Congress and federal courts, and from certain state governments, opposition advocacy groups and
some small business organizations, the ultimate effects of this legislation are unclear on our business and are unable to predict what legislative proposals
will be adopted in the future.

Implementation of healthcare reform legislation may have certain benefits, but also may contain costs that could limit the profits that can be made from the
development of new drugs. This could adversely affect R&D expenditures by pharmaceutical
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and biotechnology companies, which could in turn decrease the business opportunities available to us both in the U.S. and abroad. In addition, new laws or
regulations may create a risk of liability, increase our costs or limit our service offerings. Furthermore, if health insurers were to change their practices with
respect to reimbursements for pharmaceutical products, our clients may spend less or reduce their growth in spending on R&D.

While it is not possible to predict whether and when any such changes will occur, changes at the local, state or federal level, or in laws and regulations in
effect in foreign jurisdictions in which we operate or have business relationships, may significantly impact our domestic and foreign businesses and/or
those of our clients. Furthermore, modifications to international trade policy, public company reporting requirements, environmental regulation and
antitrust enforcement may have a materially adverse impact on us, our suppliers or our clients.

If we are not successful in selecting and integrating the businesses and technologies we acquire, or in managing our current and future divestitures,
our business may be adversely impacted.

During the last two decades, we have steadily expanded our business through numerous acquisitions, including our recent acquisitions of Citoxlab and
HemaCare. However, businesses and technologies may not be available on terms and conditions we find acceptable. We risk spending time and money
investigating and negotiating with potential acquisition or alliance partners, but not completing transactions.

Acquisitions and alliances involve numerous risks which may include:

• difficulties in achieving business and financial success (including as a result of COVID-19 pandemic and the long-term economic impact of the
pandemic);

• difficulties and expenses incurred in assimilating and integrating operations, services, products, information technology platforms, technologies or
pre-existing relationships with our clients, distributors and suppliers;

• challenges with developing and operating new businesses, including those that are materially different from our existing businesses and that may
require the development or acquisition of new internal capabilities and expertise;

• potential losses resulting from undiscovered liabilities of acquired companies that are not covered by the indemnification we may obtain from the
seller or the insurance we acquire in connection with the transaction;

• loss of key employees;

• the presence or absence of adequate internal controls and/or significant fraud in the financial systems of acquired companies;

• diversion of management’s attention from other business concerns;

• a more expansive regulatory environment;

• acquisitions could be dilutive to earnings, or in the event of acquisitions made through the issuance of our common stock to the shareholders of the
acquired company, dilutive to the percentage of ownership of our existing shareholders;

• differences in foreign business practices, customs and importation regulations, language and other cultural barriers in connection with the
acquisition of foreign companies;

• new technologies and products may be developed that cause businesses or assets we acquire to become less valuable; and

• disagreements or disputes with prior owners of an acquired business, technology, service or product that may result in litigation expenses and
diversion of our management’s attention.

If an acquired business, technology or an alliance does not meet our expectations, our results of operations may be adversely affected.

Some of the same risks exist when we decide to sell a business, site or product line. In addition, divestitures could involve additional risks, including the
following:

• difficulties in the separation of operations, services, products, and personnel;

• diversion of management’s attention from other business concerns; and

• the need to agree to retain or assume certain current or future liabilities in order to complete the divestiture.

We continually evaluate the performance and strategic fit of our businesses (including specific product lines and service offerings) to determine whether
any divestitures are appropriate. Any divestitures may result in significant write-offs, including those related to goodwill and other intangible assets and
which could have an adverse effect on our results of operations and
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financial condition. In addition, we may encounter difficulty in finding buyers or alternative exit strategies at acceptable prices and terms, and in a timely
manner. We may not be successful in managing these or any other significant risks that we encounter in divesting a business, site or product line or service
offering and, as a result, we may not achieve some or all of the expected benefits of the divestiture.

Impairment of goodwill or other intangible assets may adversely impact future results of operations.

We have intangible assets, including goodwill, on our balance sheet due to our acquisitions of businesses. The initial identification and valuation of these
intangible assets and the determination of the estimated useful lives at the time of acquisition involve use of management judgments and estimates. These
estimates are based on, among other factors, projections of cash flows that arise from identifiable intangible assets of acquired businesses and discount rates
based on an analysis of our weighted average cost of capital, adjusted for specific risks associated with the assets. Disruptions in global financial markets
and deterioration of economic conditions (including as a result of the COVID-19 pandemic and the impact of measures intended to reduce the spread of
COVID-19) could, among other things, impact the discount rate. Other assumptions used in the valuations and actual cash flows arising from a particular
intangible asset could vary from projected cash flows, which could imply different carrying values from those established at the dates of acquisition and
which could result in impairment of such assets.

If the future growth and operating results of our business are not as strong as anticipated, overall macroeconomic or industry conditions deteriorate and/or
our market capitalization declines, this could impact the assumptions used in establishing the carrying value of goodwill or other intangible assets. Should
the COVID-19 pandemic have a prolonged impact on our industry, triggering events may arise resulting in intangible asset or goodwill impairments. To the
extent goodwill or other intangible assets are impaired, their carrying value will be written down to their implied fair values and a charge will be made to
our income from continuing operations. Such an impairment charge could materially and adversely affect our operating results. As of June 27, 2020, the
carrying amount of goodwill and other intangibles on our consolidated balance sheet was $2.5 billion.

Our business is subject to changes in foreign currency exchange rates and other risks relating to operating internationally.

A significant part of our revenue is derived from operations outside the U.S. We expect that international revenue will continue to account for a significant
percentage of our total revenue for the foreseeable future.

Changes in foreign currency exchange rates, could materially adversely impact our results. Foreign currencies we receive for sales and in which we record
expenses outside the U.S. could be subject to unfavorable exchange rates with the U.S. dollar, resulting in a reduction in the amount of revenue and cash
flow (and an increase in the amount of expenses) that we recognize and causing fluctuations in reported financial results. We also carry foreign currency
exposure associated with differences between where we conduct business. For example, certain contracts are frequently denominated in currencies other
than the currency in which we incur expenses related to those contracts. Where expenses are incurred in currencies other than those in which contracts are
priced, fluctuations in the relative value of those currencies could have a material adverse effect on our results of operations.

Our exposure to currency exchange rate fluctuations results from the currency translation exposure associated with the preparation of our consolidated
financial statements, as well as from the exposure associated with transactions of our subsidiaries that are denominated in a currency other than the
respective subsidiary’s functional currency. While our financial results are reported in U.S. Dollars, the financial statements of many of our subsidiaries
outside the U.S. are prepared using the local currency as the functional currency. During consolidation, these results are translated into U.S. Dollars by
applying appropriate exchange rates. As a result, fluctuations in the exchange rate of the U.S. Dollar relative to the local currencies in which our foreign
subsidiaries report could cause significant fluctuations in our reported results. Moreover, as exchange rates vary, revenue and other operating results may
differ materially from our expectations. Adjustments resulting from financial statement translations are included as a separate component of shareholders’
equity.

Other risks associated with our international business include:

• general economic and political conditions in the markets in which we operate, including implications of Brexit and the COVID-19 pandemic;

• potentially negative consequences from changes in U.S. and/or foreign tax laws, or interpretations thereof, notably tax regulations issued and to-
be-issued with respect to U.S. Tax Reform and the EU Anti-Tax Avoidance Directives I and II;

• potential international conflicts, including terrorist acts;

• exchange controls, adverse tax consequences and legal restrictions on the repatriation of funds into the U.S.;

• difficulties and costs associated with staffing and managing foreign operations, including risks of COVID-19 pandemic related suspensions of
operations, work stoppages and/or strikes, as well as violations of local laws or anti-
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bribery laws such as the U.S. Foreign Corrupt Practices Act (FCPA), the U.K. Bribery Act and the OECD Convention on Combating Bribery of
Foreign Public Officials in International Business Transactions;

• unexpected changes in regulatory requirements (including as a result of the COVID-19 pandemic);

• the difficulties of compliance with a wide variety of foreign laws and regulations (including those relating to the COVID-19 pandemic);

• unfavorable labor regulations in foreign jurisdictions (including those relating to the COVID-19 pandemic);

• longer accounts receivable cycles in certain foreign countries (including as a result of the COVID-19 pandemic and the impact of measures
intended to reduce the spread of COVID-19); and

• compliance with export controls, import requirements and other trade regulations, including those relating to certain products of which there is
limited supply.

These risks, individually or in the aggregate, could have an adverse effect on our results of operations and financial condition. For example, as mentioned
above, we are subject to compliance with the FCPA and similar anti-bribery laws, which generally prohibit companies and their third-party intermediaries
from making improper payments to foreign government officials for the purpose of obtaining or retaining business. While our employees, distributors and
agents are required to comply with these laws, we cannot be sure that our internal policies and procedures will always protect us from violations of these
laws despite our commitment to legal compliance and corporate ethics. The occurrence or allegation of these types of risks may adversely affect our
business, performance, prospects, value, financial condition and results of operations.

Our operations might be affected by the occurrence of a natural disaster or other catastrophic event, and have been (and will continue to be) affected
by the COVID-19 pandemic.

We depend on our customers and facilities for the continued operation of our business. While we maintain disaster recovery plans, they might not
adequately protect us. Despite any precautions we take for natural disasters or other catastrophic events, these events, including terrorist attack, a pandemic
(including the COVID-19 pandemic), epidemic or outbreak of a disease, hurricanes, fire, floods and ice and snow storms, could result in damage to and
closure of our or our customers’ facilities or the infrastructure on which such facilities rely. As described herein, the COVID-19 pandemic has already, and
will continue to, materially disrupt our operations, though the full extent of such impact remains uncertain. Such disruptions could include significant
delays in the shipments of our products, reduce our capacity to provide services, eradicate unique manufacturing capabilities, result in our customers’
inability to pay for our products or services and, ultimately, result in the loss of revenue and clients. Although we carry business interruption insurance
policies and typically have provisions in our contracts that protect us in certain events, our coverage might not be adequate to compensate us for all losses
that may occur. Any natural disaster or catastrophic event affecting us or our customers could have a significant negative impact on our operations and
financial performance.

Failure to comply with U.S., state, local or international environmental, health and safety laws and regulations, including regulations issued by the
Occupational Safety and Health Administration, Environmental Protection Agency, Nuclear Regulatory Agency and Department of Transportation,
could result in fines and penalties and loss of licensure, and have a material adverse effect upon the Company’s business.

We are subject to licensing and regulation under laws and regulations relating to the protection of the environment and human health and safety, including
laws and regulations relating to the handling, transportation and disposal of medical specimens, infectious and hazardous waste and radioactive materials,
as well as regulations relating to the safety and health of laboratory employees and protecting employees from the spread of COVID-19. Failure to comply
with these laws and regulations could subject us to denial of the right to conduct business, fines, criminal penalties and/or other enforcement actions that
could have a material adverse effect on our business. In addition, compliance with future legislation could impose additional requirements on us that may
be costly.

New technologies may be developed, validated and increasingly used in biomedical research, which could reduce demand for some of our products and
services.

The scientific and research communities continue to explore methods to develop improved cellular and animal model systems that would increase the
translation to human studies and vice-versa and possibly replace or supplement the use of traditional living animals as test platforms in biomedical
research. Some companies have developed techniques in these areas that may have scientific merit to improve translation between species. In addition,
technological improvements to existing or new processes, such as imaging and other translational biomarker technologies, could result in the refinement
and utility for the number of animal research models necessary to improve the translation from non-clinical to clinical studies. There is an increasing push
to focus on in vitro technologies such that employ human biospecimens, stem cell technologies and genome editing.
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It is our strategy to explore these in vitro technologies to refine and potentially reduce the utilization of animal models as these new methods become
validated. For example, our Discovery and Safety Assessment businesses have programs to evaluate the utility of induced pluripotent stems cells, advanced
in vitro models, artificial intelligence and machine learning in discovery and preclinical development. Successful commercialization of alternatives to
traditional research models may not be sufficient to fully offset reduced sales or profits from research models. In addition, alternative research methods
could decrease the need for future research models, and we may not be able to develop new products effectively or in a timely manner to replace any lost
sales. Lastly, other companies or entities may develop research models with characteristics different than the ones that we produce, and which may be
viewed as more desirable by some of our clients.

Negative attention from special interest groups may impair our business.

The products and services that we provide our clients are essential to the drug discovery, development and manufacturing processes, and a significant
amount are mandated by law. Notwithstanding, certain special interest groups categorically object to the use of animals for valid research purposes.
Historically, our core research model activities with rats, mice and other rodents have not been the subject of significant animal rights media attention.
However, research activities with animals have been the subject of adverse attention, including shareholder proposals and attempts to disrupt air carriers
from transporting research models, impacting the industry. This has included periodic demonstrations near facilities operated by us and at our annual
meetings, as well as shareholder proposals we received for some of our past Annual Meetings of Shareholders. Any negative attention, threats or acts of
vandalism directed against either our animal research activities or our third-party service providers, such as our airline carriers, in the future could impair
our ability to operate our business efficiently.

Our debt level could adversely affect our business and growth prospects.

As of June 27, 2020, we had $2.3 billion of debt and finance leases (debt). Our debt could have significant adverse effects on our business, including
making it more difficult for us to obtain additional financing on favorable terms; requiring us to dedicate a substantial portion of our cash flows from
operations to the repayment of debt and the interest on this debt; limiting our ability to capitalize on significant business opportunities; and making us more
vulnerable to rising interest rates. For additional information regarding our debt, please see Note 9, “Long-Term Debt and Finance Lease Obligations”,
included in the notes to our unaudited condensed consolidated financial statements included elsewhere in this Form 10-Q.

The interest rate on our credit facility (Credit Facility), which matures in fiscal year 2023, is linked to LIBOR. As of June 27, 2020, amounts outstanding
on our Credit Facility were $175.0 million on our term loan and $1.1 billion on our revolving credit facility, for which there is an aggregate available
borrowing capacity of $2.05 billion. In 2017, the Financial Conduct Authority (FCA) in the U.K. announced that it would phase out LIBOR as a
benchmark by the end of 2021. It is unclear whether new methods of calculating LIBOR will be established such that it continues to exist after 2021, or
whether different benchmark rates used to price indebtedness will develop. If LIBOR ceases to exist, the method and rate used to calculate our interest rates
and/or payments on our debt in the future may result in interest rates and/or payments that are higher than, or that do not otherwise correlate over time with,
the interest rates and/or payments that would have been applicable to our obligations if LIBOR was available in its current form, which could have a
material adverse effect on our financial position, results of operations and liquidity. While we continue to take steps to mitigate the impact of the phase-out
or replacement of LIBOR, such efforts may not prove successful. In addition, the overall financial market may be disrupted as a result of the phase-out or
replacement of LIBOR. Disruption in the financial market could also have a material adverse effect on our financial position, results of operations and
liquidity.

Costs increasing more rapidly than market prices could reduce profitability.

The cost of collecting, processing and testing blood products has risen significantly in recent years and will likely continue to increase. These cost increases
are related to new and improved testing procedures, increased regulatory requirements related to blood safety, and higher staff and supply costs related to
collecting and processing blood products. Competition and fixed price contracts may limit our ability to maintain existing operating margins. Some
competitors have greater resources than us to sustain periods of marginally profitable or unprofitable sales. Costs increasing more rapidly than market
prices may reduce profitability and may have a material adverse impact on our business and results of operations.

The industries in which we operate are highly competitive.

The industries in which we operate are highly competitive. We compete for business with other CROs and blood product and therapeutic services
companies, as well as internal discovery and development departments within our larger clients, who may have greater resources than ours. We also
compete with universities and teaching hospitals for outsourced services. We compete on a variety of factors, including:

• reputation for on-time quality performance;

• reputation for regulatory compliance;

• expertise and experience in multiple specialized areas;
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• scope and breadth of service and product offerings across the drug discovery and development spectrum;

• scope and breadth of service and product offerings across the manufacturing support spectrum;

• ability to provide flexible and customized solutions to support our clients’ drug discovery, non-clinical development, and manufacturing support
needs;

• broad geographic availability (with consistent quality);

• price/value, spend and flexibility;

• technological and scientific expertise and efficient drug development processes;

• quality of facilities;

• financial stability;

• size;

• ability to acquire, process, analyze and report data in an accurate manner; and

• accessibility of client data through secure portals.

If we do not compete successfully, our business will suffer. Increased competition might lead to price and other concessions that could adversely affect our
operating results. The drug discovery and development services industry has continued to see a trend towards consolidation, particularly among the
biotechnology companies, which are targets for each other and for large pharmaceutical companies. If this trend continues, it is likely to produce more
competition among the larger companies and CROs generally, with respect to both clients and acquisition candidates. In addition, small, specialized entities
considering entering the CRO industries will continue to find lower barriers to entry, and private equity firms may determine that there are opportunities to
acquire and consolidate these companies, thus further increasing possible competition. More generally, our competitors or others might develop
technologies, services or products that are more effective or commercially attractive than our current or future technologies, services or products, or that
render our technologies, services or products less competitive or obsolete. If competitors introduce superior technologies, services or products and we
cannot make enhancements to ours to remain competitive, our competitive position, and in turn our business, revenue and financial condition, would be
materially and adversely affected. In the aggregate, these competitive pressures may affect the attractiveness of our technologies, services or products and
could adversely affect our financial results.

Changes in U.S. and International Tax Law.

In 2017, significant U.S. tax law changes from the Tax Cuts and Jobs Act of 2017 (U.S. Tax Reform) went into effect and reduced the U.S. federal statutory
tax rate, broadened the corporate tax base through the elimination or reduction of deductions, exclusions and credits, limited the ability of U.S. corporations
to deduct interest expense and allowed for the repatriation of foreign earnings to the U.S. with a 100% federal dividends received deduction prospectively.
In addition, U.S. Tax Reform required a one-time transitional tax on foreign cash equivalents and previously unremitted earnings. Several of the new
provisions enacted as part of U.S. Tax Reform still require clarification and guidance from the Internal Revenue Service (IRS) and Treasury Department.
These or other changes in U.S. tax laws could impact our profits, effective tax rate and cash flows.

On March 27, 2020, the Coronavirus Aid, Relief and Economic Security Act (“CARES Act”), which is aimed at providing emergency assistance and health
care for individuals, families, and businesses affected by the COVID-19 pandemic and generally supporting the U.S. economy went into effect. The
CARES Act, among other things, includes provisions relating to refundable payroll tax credits, deferment of employer side social security payments, net
operating loss carryback periods, alternative minimum tax credit refunds, modifications to the net interest deduction limitations and technical corrections to
tax depreciation methods for qualified improvement property. We are analyzing the different aspects of the CARES Act to determine the extent to which
any specific provisions may impact us.

Additionally, the OECD, the European Commission (EC) and individual taxing jurisdictions have recently focused on issues related to the taxation of
multinational corporations. The OECD released its comprehensive plan to create an agreed set of rules to address concerns regarding base erosion and
profit shifting (BEPS). This initiative resulted in proposed and enacted changes to tax laws in various countries including France, Germany, Luxembourg,
Netherlands and the U.K. In addition, the OECD and EC and individual countries are examining how taxing rights should be allocated among countries
considering the digital economy. Future changes to tax laws or interpretation of tax laws resulting from enacted laws could increase our effective tax rate,
which would affect our profitability.

We receive substantial tax credits in Canada, from both the Canadian federal and Quebec governments, France and the U.K. Any reduction in the
availability or amount of these tax credits or increase to tax rates due to tax law changes or outcomes of tax controversies could have a material adverse
effect on our profits, cash flows and effective tax rate.
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Contract research services create a risk of liability.

As a CRO, we face a range of potential liabilities, which may include:

• risks associated with errors or omissions in reporting of study detail in non-clinical studies that may lead to inaccurate reports, which may
undermine the usefulness of a study or data from the study, or which may potentially advance studies absent the necessary support or inhibit
studies from proceeding to the next level of testing;

• risks associated with our possible failure to properly care for our clients’ property, such as research models and samples, study compounds,
records, work in progress, other archived materials or goods and materials in transit, while in our possession;

• risks that models in our breeding facilities or in facilities that we manage may be infected with diseases that may be harmful and even lethal to
them or humans, despite preventive measures for the quarantine and handling of imported animals;

• risks that we may have errors and omissions and/or product liabilities related to our products designed to conduct lot release testing of medical
devices, injectable drugs, food, beverages and home and beauty products (primarily through our Microbial Solutions business), or in the testing of
biologics and other services performed by our Biologics business, which could result in us or our clients failing to identify unsafe or contaminated
materials; and

• risk of transmitting dangerous infectious diseases, as a result of the failure of our screening and testing processes, or new pathogens that may be
undetected by such processes.

While we attempt to mitigate these risks through a variety of methods, it is impossible to completely eradicate such risks. In our RMS business, we mitigate
these risks to the best of our abilities through our regimen of animal testing, quarantine procedures and veterinary staff vigilance, through which we seek to
control the exposure of animal related disease or infections. In our DSA and Manufacturing businesses, we attempt to reduce these risks by contractual risk
transfer provisions entitling us to be indemnified by our clients and subject to a limitation of liability, by insurance maintained by our clients and/or by us
and by various regulatory requirements we must follow in connection with our business.

Contractual risk transfer indemnifications generally do not protect us against liability arising from certain of our own actions, such as negligence or
misconduct. We could be materially and adversely affected if we are required to pay damages or bear the costs of defending any claim that is outside any
contractual indemnification provision, or if a party does not fulfill its indemnification obligations or the damage is beyond the scope or level of insurance
coverage. We also often contractually indemnify our clients (subject to a limitation of liability), similar to the way they indemnify us, and we may be
materially adversely affected if we have to fulfill our indemnity obligations. Furthermore, either we or a party required to indemnify us may not be able to
maintain such insurance coverage (either at all or on terms acceptable to us).

Upgrading and integrating our business systems could result in implementation issues and business disruptions.

In recent years, we have been updating and consolidating systems and automating processes in many parts of our business with a variety of systems,
including in connection with the integration of acquired businesses. The expansion and ongoing implementation of the systems may occur at a future date
based on value to the business. In general, the process of planning and preparing for these types of integrated, wide-scale implementations is extremely
complex and we are required to address a number of challenges, including information security assessment and remediation, data conversion, network and
system cutover and user training. Problems in any of these areas could cause operational problems during implementation including delayed shipments,
missed sales, billing errors and accounting errors.

The failure to successfully obtain, maintain and enforce intellectual property rights and defend against challenges to our intellectual property rights
could adversely affect us.

Many of our services, products and processes rely on intellectual property. In some cases, that intellectual property is owned by another party and licensed
to us, sometimes exclusively. To protect our intellectual property rights, we primarily rely upon trade secret law, confidentiality agreements and policies,
invention assignments and other contractual arrangements, along with patent, copyright and trademark laws. Existing laws of certain countries outside of
the United States in which we operate offer only limited protection, and these are subject to change at any time. In addition, the agreements upon which we
rely to protect our intellectual property might be breached, or might not be fully enforceable. Our intellectual property rights might not prevent our
competitors from independently developing intellectual property that is similar to or duplicative of ours. Also, enforcing our intellectual property rights
might also require substantial time, money and oversight, and we might not be successful in enforcing our rights. If we are unable to obtain or maintain the
proprietary rights to our intellectual property, if we are unable to prevent attempted infringement against our intellectual property, or if we are unable to
defend against claims that we are infringing on another party’s intellectual property, we could be adversely affected. These adverse effects could include us
having to abandon, alter or delay the deployment of products, services or processes that rely on such intellectual property;

58



having to procure and pay for licenses from the holders of intellectual property rights that we seek to use; and having to pay damages, fines, court costs and
attorney's fees in connection with intellectual property litigation.

Further, the drug discovery and development industry has a history of patent and other intellectual property litigation and these lawsuits will likely
continue. Legal proceedings relating to intellectual property are expensive, take significant time, and divert management’s attention from other business
concerns, whether we win or lose. If we do not prevail in an infringement lawsuit brought against us, we may have to pay substantial damages, including
treble damages, and we could be required to stop the infringing activity or obtain a license to use technology on unfavorable terms.

We may not be able to successfully develop and market new services and products.

We may seek to develop and market new services and products that complement or expand our existing business or service offerings. We believe our ability
to in-license new technologies from third parties will be critical to our ability to offer new products and services to our clients. Our ability to gain access to
technologies that we need for new products and services depends, in part, on our ability to convince inventors and their agents or assignees that we can
successfully commercialize their inventions. We cannot guarantee that we will be able to identify new technologies of interest to our clients. Even if we are
able to identify new technologies of interest, we may not be able to negotiate license agreements on acceptable terms, or at all. If we are unable to develop
new services and products and/or create demand for those newly developed services and products, our future business, results of operations, financial
condition and cash flows could be adversely affected.

The decision by British voters to exit the European Union may adversely affect our business.

The first stage of the U.K.’s withdrawal from the European Union (“Brexit”) took place on January 31, 2020, when the U.K. left the European Union and
entered a transition phase. During the transition phase, the U.K. needs to negotiate the terms of its future trading and other relationships with the European
Union. The scope and timing of these negotiations have created significant uncertainty and continue to do so. The U.K. Prime Minister has said that a trade
agreement needs to be reached by December 31, 2020. There is currently no mechanism to automatically extend the transition period, but there is a
possibility that the transition period may be extended by agreement between the U.K. and the European Union.

Given the continuing uncertainty concerning the terms of the U.K.’s future relationship with the European Union, including the possibility that there may
still be no negotiated agreement despite the results of the December 2019 general election, we have formed a committee (comprised of senior managers
across our business functions) to address key risks among four main themes: (1) trade and customs, (2) employees and immigration, (3) strategy and
business planning and (4) legislative changes. That committee will continue until the situation is clarified.

In the absence of a trade deal in the short to medium term, the U.K.’s trade with the European Union and the rest of the world would be subject to tariffs
and duties set by the World Trade Organization. Additionally, the movement of goods between the U.K. and the remaining member states of the European
Union will be subject to additional inspections and documentation checks, leading to possible delays at ports of entry and departure. These changes to the
trading relationship between the U.K and European Union would likely result in increased cost of goods imported into and exported from the U.K. and may
decrease the profitability of our U.K. and other operations. Additional currency volatility could drive a weaker British pound, which increases the cost of
goods imported into our U.K. operations and may decrease the profitability of our U.K. operations. A weaker British pound versus the U.S. dollar also
causes local currency results of our U.K. operations to be translated into fewer U.S. dollars during a reporting period. Although we are undertaking efforts
to mitigate those risks within our control, a failure to adequately mitigate such risks or other factors outside our control could adversely affect our business,
business opportunities, results of operations, financial condition and cash flows.

We depend on key personnel and may not be able to retain these employees or recruit additional qualified personnel, which would harm our business.

Our success depends to a significant extent on the continued services of our senior management and other members of management. James C. Foster, our
Chief Executive Officer and President since 1992 and Chairman since 2000, has held various positions with us for four decades. While we entered into an
employment agreement with Mr. Foster in 2018, most members of our senior management do not have employment agreements. If Mr. Foster or other
members of senior management do not continue in their present positions, our business may be adversely impacted.

Because of the specialized scientific nature of our business, we are highly dependent upon attracting and retaining qualified scientific, technical and
managerial personnel. While we have a strong record of employee retention, and we strive to reduce the impact of the potential loss of existing employees
by having an established organizational talent review process that identifies successors and potential talent needs, there is still significant competition for
qualified personnel in the veterinary, pharmaceutical and biotechnology fields. Therefore, we may not be able to attract and retain the qualified personnel
necessary for the development of our business. The loss of the services of existing personnel, as well as the failure to recruit additional key scientific,
technical and managerial personnel in a timely manner, could harm our business.
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Our quarterly operating results may vary, which could negatively affect the market price of our common stock.

Our results of operations in any quarter may vary from quarter to quarter and are influenced by the risks discussed above, as well as:

• changes in the general global economy;

• changes in the mix of our products and services;

• cyclical buying patterns of our clients;

• the financial performance of our venture capital investments; and

• the occasional extra week (“53rd week”) that we recognize in a fiscal year (and fourth fiscal quarter thereof) due to our fiscal year ending on the
last Saturday in December.

We believe that operating results for any particular quarter are not necessarily a meaningful indication of future results. Nonetheless, fluctuations in our
quarterly operating results could negatively affect the market price of our common stock.

Since we do not expect to pay any cash dividends for the foreseeable future, our shareholders will benefit from an investment in our common stock only
if it appreciates in value.

We have not declared or paid any cash dividends on our common stock, and do not anticipate that we will pay any dividends to holders of our common
stock for the foreseeable future. Any payment of cash dividends will be at the discretion of our Board of Directors and will depend on our financial
condition, capital requirements, legal requirements, earnings and other factors. Consequently, our shareholders should not rely on dividends to receive a
return on their investment.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The following table provides information relating to the purchases of shares of our common stock during the three months ended June 27, 2020.

Total Number
of Shares

Purchased

Average
Price Paid
per Share

Total Number of
Shares Purchased
as Part of Publicly
Announced Plans

or Programs

Approximate Dollar
Value of Shares

That May Yet Be
Purchased Under

the Plans or Programs
(in thousands)

March 29, 2020 to April 25, 2020 —  $ —  —  $ 129,105  
April 26, 2020 to May 23, 2020 569  154.99  —  129,105  
May 24, 2020 to June 27, 2020 165  179.66  —  129,105  

Total 734   —   

Our Board of Directors have authorized up to an aggregate amount of $1.3 billion for our stock repurchase program. During the three months ended June
27, 2020, we did not repurchase any shares of common stock under our stock repurchase program or in open market trading. As of June 27, 2020, we had
$129.1 million remaining on the authorized stock repurchase program.

Additionally, our stock-based compensation plans permit the netting of common stock upon vesting of restricted stock, restricted stock units, and
performance share units in order to satisfy individual statutory tax withholding requirements.
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Item 6. Exhibits

(a) Exhibits Description of Exhibits
10.1+* Charles River Laboratories International, Inc. Form of Non-Qualified Stock Option granted under the 2018 Incentive

Plan
10.2+* Charles River Laboratories International, Inc. Form of Restricted Stock Unit granted under the 2018 Incentive Plan
10.3+* Charles River Laboratories International, Inc. Form of Performance Share Unit granted under the 2018 Incentive Plan
31.1+ Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer
31.2+ Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer
32.1+ Certification of the Principal Executive Officer and the Principal Financial Officer required by Rule 13a-14(a) of

15d-14(a) of the Exchange Act
101.INS eXtensible Business Reporting Language (XBRL) Instance Document - the instance document does not appear in the

Interactive Data File because its XBRL tags are embedded within the Inline XBRL document
101.SCH XBRL Taxonomy Extension Schema Document
101.CAL XBRL Taxonomy Calculation Linkbase Document
101.DEF XBRL Taxonomy Definition Linkbase Document
101.LAB XBRL Taxonomy Label Linkbase Document
101.PRE XBRL Taxonomy Presentation Linkbase Document

+ Furnished herein.
* Management contract or compensatory plan, contract or arrangement.
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SIGNATURES
        Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.
 

 CHARLES RIVER LABORATORIES INTERNATIONAL, INC.

August 5, 2020 /s/ JAMES C. FOSTER
James C. Foster
Chairman, President and Chief Executive Officer

August 5, 2020 /s/ DAVID R. SMITH
David R. Smith
Corporate Executive Vice President and Chief Financial Officer
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Exhibit 10.1
CHARLES RIVER LABORATORIES INTERNATIONAL, INC.

 
Non-Qualified Stock Option

Granted Under 2018 Incentive Plan
 

The Company's most recent Annual Report to Shareholders containing the Company’s audited financial statements for the last three years and its
Annual Report on Form 10-K is available on the Company's website at http://www.criver.com.  You are urged to review those documents before
making a decision whether or not to exercise your stock options.
 
 

Non-Qualified Stock Option granted by Charles River Laboratories International, Inc., a Delaware corporation (“Charles River”), to  [Participant
Name:First Name Last Name]  an employee of Charles River or its subsidiaries (the “Employee”), pursuant to the Company’s 2018 Incentive Plan (as
amended from time to time, the “Plan”).  All initially capitalized terms used herein shall have the meaning specified in the Plan, unless another meaning is
specified herein.
 
1.                Grant of Option.
 

This certificate evidences the grant by Charles River on [Grant Date:Month DD, YYYY] to the Employee of an option to purchase, in whole or
in part, on the terms herein provided, a total of [Granted:Options Granted] shares of common stock of Charles River (the “Shares”) at [Price:Option
Price] per share, which is not less than the fair market value of the Shares on the date of grant of this option.  The Final Exercise Date of this option (as that
term is used in the Plan) is [Expiration Date:Month DD, YYYY].  The option evidenced by this certificate is not intended to be an “incentive stock
option” as defined in section 422 of the Internal Revenue Code of 1986, as amended from time to time (the “Code”).
 
              This option is exercisable in the following cumulative installments prior to the Final Exercise Date:

[Vesting Table:Month DD, YYYY, quantity]
 

              
              Except as otherwise provided herein, upon termination of the Employee’s employment with the Company, any portion of this option that is not
then exercisable shall promptly expire and the remainder of this option shall remain exercisable only for such period, if any, as is specified in the Plan.

2.               Death.

                  If the Employee’s employment with the Company is terminated by virtue of the Employee’s death, any portion of the option that is not then
exercisable shall immediately become exercisable and, notwithstanding Section 4.a(5)(C) of the Plan, this option shall remain exercisable for the period
ending on the Final Exercise Date.

3.                     Full Career Retirement.
 
If the Employee’s employment with the Company is terminated by virtue of a Full Career Retirement, the option shall continue to be outstanding, and
become exercisable as it would have absent an employment termination, subject to the Employee’s continued compliance with the restrictions set forth in
Section 5.
 
For purposes of this option [certificate]:



“Full Career Retirement” means the Employee’s termination of employment from the Company and its subsidiaries and/or affiliates, other than for cause,
on or after such time that the Employee has become Retirement Eligible.

“Retirement Eligible” means that the Employee (i) has attained age 55, (ii) has a minimum of 10 years of service with the Company and its subsidiaries
and/or affiliates (such service only to have deemed to have commenced at such time as such subsidiary and/or affiliate became a subsidiary and/or affiliate
of the Company), (iii) the numerical sum of the Employee’s age and years of service (as calculated pursuant to clause (ii) above) is equal to at least 70, (iv)
the Employee has given notice, in form satisfactory to the Company, to the Chief Administrative Officer of the Company (or, if the Employee is the Chief
Administrative Officer, the Chief Executive Officer) of his or her intent to retire specifying the exact intended date of retirement (provided that prior to
such notice the Company had not already given notice to the Employee that he or she would be terminated), and remained employed by the Company until
the earlier of (a) the one year anniversary of the date of such notice or (b) the date on which the Employee experienced a termination of employment due to
death or disability or was terminated by the Company without cause and (v) at the time the Employee gave such notice to the Company he or she also
provided the Company with a signed acknowledgement, in a form satisfactory to the Company, reaffirming the covenants set forth in Section 5.

4.                Exercise of Option.

(a)  Each election to exercise this option shall be made by contacting UBS Financial Services at 800-820-9296 (in the U.S.) or 201-272-7566
(outside the U.S.) or via the internet at www.ubs.com/onesource/CRL.  The purchase price may be paid by delivery of cash, certified check, bank draft,
money order, unrestricted common stock of Charles River that the Employee has held for at least six months, or an unconditional and irrevocable
undertaking by a broker acceptable to Charles River to deliver promptly to Charles River sufficient funds to pay the exercise price.  In the event that this
option is exercised by the Employee’s Legal Representative, Charles River shall be under no obligation to deliver Shares hereunder unless and until it is
satisfied as to the authority of the person or persons exercising this option.
 

(b)  Exercise Period Upon Termination of Employment.  Except as set forth in Section 4(c) or 4(d) below, if the Employee ceases to be an
employee of the Company, the Employee may at any time within a period of three (3) months after the date of such employment termination or cessation
(but prior to the expiration of the option) exercise the option to the extent that the option was exercisable on the date of such employment termination or
cessation.
 

(c)  Exercise Period in the Event of Death.  If the Employee dies while in the employ of the Company, the option, to the extent that the Employee
was entitled to exercise it on the date of death (including by virtue of Section 2), may be exercised at any time prior to the expiration of the option by the
person or persons to whom the Employee’s rights under the option shall pass by will or by the laws of descent and distribution.
 

(d)  Exercise Period in the Event of Full Career Retirement.  If the Employee’s employment with the Company is terminated by virtue of a Full
Career Retirement, the option will remain and/or become exercisable as it would absent an employment termination.
 
5.            Retirement Restrictions.
  

For the period beginning on the date of the Employee’s Full Career Retirement and ending on the date on which the option would have become
fully vested absent a termination of employment (the “Restricted Period”), the Employee shall not, directly or indirectly, without the prior written consent
of the Company, (1) render services as an employee, consultant, director, partner or otherwise to any person, entity, division, subsidiary or subgroup whose
primary business activity is in competition with the Company’s business, or (2) assist with the creation of (a) any entity whose primary business activity is
in competition with the Company’s business, or (b) any division, subsidiary or subgroup of an entity whose primary business activity is in competition with
the Company’s business.  Nothing herein shall prohibit the Employee from pursuing employment with any corporation or entity engaged substantially in
the discovery or development of pharmaceuticals or medical devices as long as such company also



manufactures, markets and sells such products.  THE EMPLOYEE ACKNOWLEDGES AND UNDERSTANDS THAT THIS SECTION MAY AFFECT
THE EMPLOYEE’S RIGHT TO ACCEPT EMPLOYMENT WITH OTHER COMPANIES SUBSEQUENT TO EMPLOYMENT BY THE COMPANY
AND THAT THE RESTRICTIONS CONTAINED HEREIN ARE SEPARATE AND APART AND IN ADDITION TO ANY SIMILAR RESTRICTIONS,
NON-COMPETE OR OTHERWISE, THAT THE EMPLOYEE MAY BE SUBJECT TO PURSUANT ANY OTHER AGREEMENT WITH THE
COMPANY OR ANY OF ITS AFFILIATES.
 
6.            Notice of Disposition.
 

The person exercising this option shall notify Charles River when making any disposition of the Shares acquired upon exercise of this option,
whether by sale, gift or otherwise.
 
7.            Restrictions on Transfer of Shares.
 

If at the time this option is exercised Charles River is a party to any agreement restricting the transfer of any outstanding shares of its Common
Stock, this option may be exercised only if the Shares so acquired are made subject to the transfer restrictions set forth in that agreement (or if more than
one such agreement is then in effect, the agreement specified by the Board of Directors).
 
8.            Withholding; Agreement to Provide Security.
 

If at the time this option is exercised the Company determines that under applicable law and regulations the Company could be liable for the
withholding of any federal or state tax upon exercise or with respect to a disposition of any Shares acquired upon exercise of this option, this option may
not be exercised unless the person exercising this option remits to the Company any amounts required to be withheld upon exercise and gives such security
as the Company deems adequate to meet the potential liability of the Company for the withholding of tax upon a disposition of the Shares (and agrees to
augment such security from time to time in any amount reasonably determined by the Company to be necessary to preserve the adequacy of such security).

 
 

9.            Nontransferability of Option.
 

This option is not transferable by the Employee otherwise than by will or the laws of descent and distribution, and is exercisable during the
Employee’s lifetime only by the Employee.
 
10.            No Employment Commitment; Rights as a Stockholder.
 

Nothing herein contained or contained in the Plan shall be deemed to be or constitute an agreement or commitment by the Company to continue to
employ the Employee for the period within which this option may be exercised.  The Employee acknowledges and agrees that his or her employment with
the Company shall remain on an "at will" basis and that the Company may terminate the employment of the Employee with or without cause at any time. 
The Employee shall have no rights as a stockholder with respect to the shares subject to the option until the proper exercise of the option and the issuance
of a stock certificate for the option Shares with respect to which the option shall have been exercised.
 
11.          Recoupment.
 

Shares awarded under this Award Agreement are subject to recoupment in accordance with the Company’s Corporate Governance Guidelines, as
may be revised from time to time, and/or any other so-called recoupment, clawback or similar policy that may be approved by the Board of Directors of the
Company or any committee thereof.
 
12.          Provisions of the Plan.
 



This option award is subject to the terms and provisions of the 2018 Incentive Plan, a copy of which has been made available to Employee and
additional copies of which are available upon request by Employee.  Information about the Plan is also included in the Prospectus for the 2018 Incentive
Plan, a print copy of which we are delivering to you if this is your first award under the 2018 Incentive Plan, or which will be delivered to you prior to the
initial vesting date hereunder and which is otherwise accessible on the Company’s Intranet site.
 
IN WITNESS WHEREOF, the Company has caused this option to be executed under its corporate seal by its duly authorized officer.  This option shall take
effect as a sealed instrument.

 
 
 CHARLES RIVER LABORATORIES INTERNATIONAL, INC.

By:  ____________________________________
Victoria Creamer
CSVP & Chief People Officer

 
 

Dated:  [Grant Date:Month DD, YYYY]    

 
2018IP Prospectus English
2018IP Plan Document English

 



Exhibit 10.2

CHARLES RIVER LABORATORIES INTERNATIONAL, INC.

GRANTED UNDER 2018 INCENTIVE PLAN

RESTRICTED STOCK UNIT AWARD 

Unless defined in this Restricted Stock Unit Award (this “Award Document”), capitalized terms will have the same meanings ascribed to them in the
Charles River Laboratories International, Inc. 2018 Incentive Plan (the “Plan”).      

Pursuant to Section 4(c) of the Plan, you have been granted restricted units of Common Stock on the following terms and subject to the provisions
of the Plan, which is incorporated by reference.  In the event of a conflict between the provisions of the Plan and this Award Document, the provisions of
the Plan will prevail.  Each unit entitles you to receive one share of the Company’s Common Stock at such time as your units vest in accordance with the
schedule set forth below.  The grant of the units to you does not transfer title to the underlying shares to you until such units have vested.  Therefore, you do
not have any voting or dividend rights relating to the underlying shares until such time as units vest; however any dividend equivalents on the unvested
portion of your restricted stock units will be held in an escrow account until such shares vest.

Name: [Participant Name:First Name Last Name]  
Total Number of Units Granted: [Granted:Shares Granted]   

Date of Grant: [Grant Date:Month DD, YYYY]  
Vesting Schedule: Vesting is per below schedule

 
                                                                       [Vesting Table:Month DD, YYYY, quantity]

This Restricted Stock Units Award is made to you expressly on the condition that the shares underlying such award are granted under and
governed by the terms and conditions of the Plan and the terms and conditions set forth in the attached Exhibit A.

 

                        CHARLES RIVER LABORATORIES INTERNATIONAL, INC.

                                                       
                          
Victoria Creamer
                  CSVP & Chief People Officer

 



2018IP Prospectus English
2018IP Plan Document English
 

EXHIBIT A
 
 

TERMS AND CONDITIONS OF
RESTRICTED STOCK UNIT AWARD

 
 
Payment for Shares
 
          No payment is required for the Restricted Stock Units (“RSU”s) that you receive under this Award, nor for the underlying Shares upon vesting of the
RSUs.
 
Vesting
 
            The RSUs that you receive under this Award will vest in accordance with the “Vesting Schedule” set forth in the Award Document.
 
Restricted Units
 
            You may not sell, transfer, pledge or otherwise dispose of, make any short sale of, grant any option for the purchase of or enter into any hedging or
similar transaction with the same economic effect as a sale, any RSUs, except as provided in the next paragraph.
 
            Except as otherwise provided in the Plan, RSUs will not be transferable by you other than by will or by the laws of descent and distribution.  With
the consent of the Committee, you may transfer RSUs to: (i) your spouse, children or grandchildren (“Immediate Family Members”), (ii) a trust or trusts for
the primary benefit of you and/or any or all of such Immediate Family Members or (iii) a partnership or other entity in which you and/or any or all of such
Immediate Family Members or trusts are the only partners or equity participants; provided  that a transferee of RSUs must agree in writing on a form
prescribed by the Company to be bound by all provisions of this Award Document and subsequent transfers of RSUs will be prohibited except those in
accordance with the Plan.  Following transfer, RSUs will continue to be subject to the same terms and conditions as were applicable immediately before
transfer, and the events of termination of the section below entitled “Termination” will continue to be applied with respect to you.
 
Termination
 
            If you cease to be an employee of the Company or an Affiliate for any reason other than a termination by virtue of your death or a Full Career
Retirement, then (1) you will forfeit all of the unvested RSUs that you receive under this Award without any consideration and (2) such shares of unvested
RSUs covered by this Award will revert to the Plan.

            If your employment with the Company is terminated by virtue of your death, all of the unvested RSUs that you receive under this Award shall vest
and be settled on the date of such termination.

 
          If your employment with the Company is terminated by virtue of a Full Career Retirement, the units shall continue to vest and be settled as they
would have absent an employment termination, subject to your continued compliance with the restrictions set forth in below in “Retirement Restrictions.”



For purposes of this Award Document:

“Full Career Retirement” means your termination of employment from the Company and its subsidiaries and/or affiliates, other than for cause, on or after
such time that you have become Retirement Eligible.

“Retirement Eligible” means that you (i) have attained age 55, (ii) have a minimum of 10 years of service with the Company and its subsidiaries and/or
affiliates (such service only to have deemed to have commenced at such time as such subsidiary and/or affiliate became a subsidiary and/or affiliate of the
Company, (iii) the numerical sum of your age and years of service (as calculated pursuant to clause (ii) above) is equal to at least 70, (iv) you have given
notice, in form satisfactory to the Company, to the Chief Administrative Officer of the Company (or, if you are the Chief Administrative Officer, to the
Chief Executive Officer) of your  intent to retire specifying the exact intended date of retirement to the Company (provided that prior to such notice the
Company had not already given you notice that you would be terminated), and remained employed by the Company until the earlier of (a) the one year
anniversary of the date of such notice or (b) the date on which you experience a termination of employment due to death or disability or you are terminated
by the Company without cause and (v) at the time you give such notice to the Company you also provide the Company with a signed acknowledgement, in
a form satisfactory to the Company, reaffirming the covenants set forth below in “Retirement Restrictions.”

Retirement Restrictions

            For the period beginning on the date of your Full Career Retirement and ending on the date on which the restricted unit would have become fully
vested absent a termination of employment (the “Restricted Period”), you shall not, directly or indirectly, without the prior written consent of the Company,
(1) render services as an employee, consultant, director, partner or otherwise to any person, entity, division, subsidiary or subgroup whose primary business
activity is in competition with the Company’s business, or (2) assist with the creation of  (a) any entity whose primary business activity is in competition
with the Company’s business, or (b) any division, subsidiary or subgroup of an entity whose primary business activity is in competition with the
Company’s business.  Nothing herein shall prohibit you from pursuing employment with any corporation or entity engaged substantially in the discovery or
development of pharmaceuticals or medical devices as long as such company also manufactures, markets and sells such products.  YOU
ACKNOWLEDGE AND UNDERSTAND THAT THIS SECTION MAY AFFECT YOUR RIGHT TO ACCEPT EMPLOYMENT WITH OTHER
COMPANIES SUBSEQUENT TO EMPLOYMENT BY THE COMPANY AND THAT THE RESTRICTIONS CONTAINED HEREIN ARE SEPARATE
AND APART AND IN ADDITION TO ANY SIMILAR RESTRICTIONS, NON-COMPETE OR OTHERWISE, THAT YOU MAY BE SUBJECT TO
PURSUANT ANY OTHER AGREEMENT WITH THE COMPANY OR ANY OF ITS AFFILIATES.

Shares

            Upon the vesting of your RSUs, the underlying shares which have vested will be transferred from the transfer agent to your stock account at CRL’s
stock plan administrator.

 
Withholding Taxes
 
            No shares will be released to you unless you have made acceptable arrangements to pay any withholding taxes that may be due as a result of the
receipt of Shares upon vesting of the RSUs that you receive under this Award.  These arrangements may include withholding of Shares that otherwise
would be released to you when the RSUs vest or surrendering of RSUs or shares that you already own.  The Fair Market Value of RSUs or Shares that are
withheld or that you surrender, determined as of the date when the taxes otherwise would have been withheld in cash, will be applied as a credit against the
taxes.
 
Lock-Up Period



 
            If requested by the Company, you hereby agree that you will not sell, transfer, pledge, otherwise dispose, make any short sale of, grant any option
for the purchase of or enter into any hedging or similar transaction with the same economic effect as a sale, any Shares (or other securities of the Company)
held by you (other than those included in the registration) for a period specified by the representative of the underwriters of the Common Stock (or other
securities of the Company) not to exceed 180 days following the effective date of a registration statement of the Company filed under the Securities Act.
 
            You agree to execute and deliver such other agreements as may be reasonably requested by the Company or the underwriter which are consistent
with the foregoing or which are necessary to give further effect thereto.  In addition, if requested by the Company or the representative of the underwriters
of Common Stock (or other securities) of the Company, you will provide, within 10 days of the request, the information required by the Company or the
representative in connection with the completion of any public offering of the Company’s securities pursuant to a registration statement filed under the
Securities Act.  The obligations described in this section entitled “Lock-Up Period” will not apply to a registration relating solely to employee benefit plans
on Form S-3 or Form S-8 or similar forms that may be promulgated in the future, or a registration relating solely to a Rule 145 transaction on Form S-4 or
similar forms that may be promulgated in the future.  The Company may impose stop-transfer instructions with respect to the Shares (or other securities)
subject to the foregoing restriction until the end of the 180-day period.
 
Recoupment
 
            Shares awarded under this Award Agreement are subject to recoupment in accordance with the Company’s Corporate Governance Guidelines, as
may be revised from time to time, and/or any other so-called recoupment, clawback or similar policy that may be approved by the Board of Directors of the
Company or any committee thereof.

Section 409A of the Code
 
            This Award is intended to exempt and/or comply with Section 409A of the Internal Revenue Code, as amended (the “Code”) and shall be
administered, interpreted and construed accordingly.  The Company may, in its sole discretion and without your consent, modify or amend the terms of this
Award Agreement, impose conditions on the timing and effectiveness of the issuance of the Restricted Stock Units, and/or take any other action it deems
necessary to cause this Award Agreement to be exempted from Section 409A (or to comply therewith to the extent the Company determines it is not
excepted).  Notwithstanding, you recognize and acknowledge that Section 409A may affect the timing and recognition of payments due hereunder, and may
impose upon you certain taxes or other charges for which you are and shall remain solely responsible.  If the Company considers you to be one of its
“specified employees” and you are a U.S. taxpayer, in each case, at the time of your “separation from service” (as such terms are defined in the Code) from
the Company, no conversion specified hereunder shall occur prior to the expiration of the six-month period measured from the date of your separation from
service from the Company to the extent required to comply with Section 409A of the Code.

No Guarantee of Continued Service
 
          YOU ACKNOWLEDGE AND AGREE THAT EXCEPT AS OTHERWISE PROVIDED HEREIN THE VESTING OF SHARES PURSUANT TO
THE “VESTING SCHEDULE” HEREOF IS EARNED ONLY BY CONTINUING AS AN EMPLOYEE OF THE COMPANY OR ITS AFFILIATES. 
YOU FURTHER ACKNOWLEDGE AND AGREE THAT THIS AWARD DOCUMENT, THE TRANSACTIONS CONTEMPLATED HEREUNDER
AND THE “VESTING SCHEDULE” DO NOT CONSTITUTE AN EXPRESS OR IMPLIED PROMISE OF CONTINUED EMPLOYMENT FOR THE
VESTING PERIOD, FOR ANY PERIOD OR AT ALL AND WILL NOT INTERFERE IN ANY WAY WITH YOUR RIGHT OR THE COMPANY’S
RIGHT OR ITS AFFILIATE'S RIGHT TO TERMINATE YOUR EMPLOYMENT AT ANY TIME, WITH OR WITHOUT CAUSE.
 



Entire Agreement; Governing Law
 
            The Plan and this Award Document constitute the entire agreement of the parties with respect to the subject matter hereof and supersede in their
entirety all prior undertakings and agreements of the Company and you with respect to the subject matter hereof.  This Award Document may not be
modified in a manner that is materially adverse to your interest except by means of a writing signed by the Company and you.  This Award Document is
governed by the internal substantive laws of but not the choice of law rules of the State of Delaware.
         
 

 

 



Exhibit 10.3

FORM OF
CHARLES RIVER LABORATORIES INTERNATIONAL, INC.

2018 INCENTIVE PLAN

PERFORMANCE SHARE UNIT AWARD AGREEMENT (the “Award Agreement”)

This Performance Share Unit Award (the “Award”) is granted as of May 29, 2020 by Charles River Laboratories International, Inc. (the
“Company”) to «FN_» «LN_» (the “Participant”) on the terms and conditions as set forth in this Award Agreement and in the 2018 Incentive Plan (as
amended from time to time, the “Plan”). All capitalized terms used herein shall have the meaning specified in the Plan, unless another meaning is specified
herein.

In accordance with this grant, and as a condition thereto, the Company agrees as follows:

SECTION 1. Performance Share Unit Award; Performance Period; Date of Grant.

Target Award: «M_Perf_Shares» Performance Share Units (the “Target Award”)

Performance Period: December 29, 2019 through and ending on December 31, 2022
(the “Performance Period”)

Date of Grant: May 29, 2020

SECTION 2. Nature of Award. The Target Award represents the opportunity to receive a future payment equal to a number of shares of
Company common stock, par value $0.01 per share (the “Performance Shares”), to be delivered in the form of unrestricted common stock, as are earned in
accordance with Section 3 and Section 4 of this Award Agreement.

SECTION 3. Determination of Number of Shares Earned. The number of Performance Shares earned as of the end of the Performance Period,
if any, shall be determined as follows (subject to the Participant’s continued employment through

December 31, 2022, except as provided under Section 5):
# of Shares = # Target Award x EPS Payout Percentage x TSR Payout Percentage

For purposes of this Award Agreement:

“# Target Award” means the number of Performance Share Units comprising the Target Award in Section 1, above.

“EPS Payout Percentage” means the percentage multiplier as determined in the table below:

Performance Level 2020 Non-GAAP EPS as % of
2020 Non-GAAP EPS Target EPS Payout Percentage

Below Threshold Less than 80% 0%
Threshold 80% 50%

Target 90% 100%
Maximum 100% 150%

Above Maximum Greater than 100% 150%

As shown in the table above, if 2020 Non-GAAP EPS falls at or between 80% and 100% of the 2020 Non-GAAP EPS Target, EPS Payout
Percentage will be calculated based upon a linear interpolation using the table above. The calculation of 2020 Non-GAAP EPS as % of 2020 Non-GAAP
EPS Target will round down to the nearest 0.1%.

“2020 Non-GAAP EPS” means the Company’s reported 2020 Non-GAAP earnings per share.

“2020 Non-GAAP EPS Target” means $7.86, representing the Company’s Non-GAAP earnings per share target for 2020, as approved by the
Company’s Board of Directors.
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“TSR” means Total Shareholder Return, which is the share price appreciation of any particular company’s publicly traded common stock plus
dividends accrued, as measured during the Performance Period. The starting and ending points for calculating a company’s 3-year TSR are the average
closing stock price of the common stock for the twenty (20) trading days prior to the start or end date of the Performance Period, as applicable. For
purposes of clarity, any dividends will be accrued as cash, summing all dividends over the Performance Period.

“TSR Payout Percentage” means the percentage multiplier as determined in the table below:

Relative 3-year TSR Percentile TSR Payout Percentage
>90th Percentile 135%
75th Percentile 125%
50th Percentile 100%
25th Percentile 75%

<10th Percentile 65%

As shown in the table above, between each of the five percentile levels, the TSR Payout Percentage will be calculated based upon a linear
interpolation. For example, there is linear interpolation between the 10th Percentile and the 25th Percentile, and a separate linear interpolation between the
25th Percentile and the 50th Percentile.

“Relative 3-year TSR Percentile” means the comparative percentile of the Company’s 3-year TSR as compared to the TSRs for the companies in
the Peer Group.

“Peer Group” means the selected companies within the S&P 1500 Healthcare Index as determined by the Compensation Committee of the Board
of Directors prior to the award; provided, however, that the Peer Group shall include only those companies that remain on the list, based on continuing to
meet the qualifications originally established for companies to be selected for the list, at the end of the Performance Period. By way of clarity, but not
intended to address all circumstances:

• If a member of the Peer Group is acquired by another company, the acquired Peer Group company will be removed from the Peer Group for the
entire Performance Period.

• If a member of the Peer Group sells, spins-off, or disposes of a portion of its business, then such Peer Group company will remain in the Peer
Group for the Performance Period unless such disposition(s) results in the disposition of more than 50% of such company’s total assets during the
Performance Period.

• If a member of the Peer Group acquires another company, the acquiring Peer Group company will remain in the Peer Group for the Performance
Period.

• If a member of the Peer Group is delisted on all major stock exchanges, such delisted company will be removed from the Peer Group for the entire
Performance Period.

• If the Company and/or any member of the Peer Group split its stock or declare a distribution of shares, such company’s TSR performance will be
adjusted for the stock split or share distribution so as not to give an advantage or disadvantage to such company by comparison to the other
companies.

• Members of the Peer Group that file for bankruptcy, liquidation or reorganization during the Performance Period will remain in the Peer Group
positioned below the lowest performing non-bankrupt member of the Peer Group in reverse chronological order by bankruptcy date (except to the
extent such member of the Peer Group is removed pursuant to another of the circumstances above).

In addition, the Compensation Committee shall have the authority to make other appropriate adjustments in response to a change in circumstances that
results in a member of the Peer Group no longer satisfying the criteria for which such member was originally selected.
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The total “# of Shares” earned shall be determined by the Compensation Committee of the Board of Directors of the Company (the “Administrator”) in
its sole discretion based on the formula set out above in this Section 3. The Payout Percentage may be as low as 0%, or as high as 200%. The Administrator
shall make the determination of the EPS Payout Percentage at a meeting of the Administrator to occur in the first calendar quarter of fiscal 2021, and shall
make the determination of the # of Shares at a meeting of the Administrator to occur in the first calendar quarter of fiscal year 2023; provided, however,
that the Administrator has the discretion to make such determination and/or grant of # of Shares at such time or times as it deems acceptable in the sole
discretion of the Administrator.

TSR Outperformance Override Feature. Notwithstanding the foregoing, in the event that (a) 2020 Non-GAAP EPS as a % of 2020 Non-GAAP
EPS Target is less than 80% but at or greater than 75% and (b) the Relative 3-year TSR Percentile is 75th percentile or greater, then the # of Shares earned
as of the end of the Performance Period, if any, shall be determined as follows:

# of Shares = # Target Award x TSR Outperformance Payout Percentage

For purposes of this Award Agreement:

“TSR Outperformance Payout Percentage” means the percentage multiplier as determined in the table below:

2020 Non-GAAP EPS as % of
2020 Non-GAAP EPS Target

TSR Outperformance Payout
Percentage

75.0% 10.00%
77.5% 32.96%
79.9% 55.00%

As shown in the table above, between 75% of 2020 Non-GAAP EPS Target and 79.9% Non-GAAP EPS Target, TSR Outperformance Payout
Percentage will be calculated based upon a linear interpolation. The calculation of 2020 Non-GAAP EPS as % of 2020 Non-GAAP EPS Target will round
down to the nearest 0.1%.

SECTION 4. Payment of Performance Shares. The Performance Shares payable to a Participant as determined by the Payout Percentage
calculated pursuant to Section 3 shall be as follows:

• 100% of the Performance Shares will be paid in the form of common stock of the Company (without any restrictions thereupon).

The Company shall not be required to issue any fractional Performance Shares pursuant to this Award Agreement, and the Compensation
Committee shall round fractions down.

SECTION 5. Termination of Employment.

a. If the Participant’s employment with the Company is terminated by the Company or by the Participant (other than by the death of the
Participant or by virtue of the Participant’s Full Career Retirement), the provisions of Section 4.d.(5-6) of the Plan shall govern.

b. If the Participant’s employment with the Company is terminated by reason of death prior to the end of the Performance Period, the
provisions of Sections 4.d.(5) and 4.d.(7) of the Plan shall govern.

c. If the Participant’s employment with the Company is terminated by virtue of a Full Career Retirement, the Performance Shares shall
continue to vest as they would have absent an employment termination, subject to the Participant’s continued compliance with the restrictions set forth in
Section 6, and the number of Performance Shares earned as of the end of the Performance Period shall be determined in accordance with Section 3 and will
be paid to the Participant at the time they would have been paid absent an employment termination.
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For purposes of this Award Agreement:

“Full Career Retirement” means the Participant’s termination of employment from the Company and its subsidiaries and/or affiliates, other than
for cause, on or after such time that the Participant has become Retirement Eligible.

“Retirement Eligible” means that the Participant (i) has attained age 55, (ii) has a minimum of 10 years of service with the Company and its
subsidiaries and/or affiliates (such service only to have deemed to have commenced at such time as such subsidiary and/or affiliate became a subsidiary
and/or affiliate of the Company), (iii) the numerical sum of the Participant’s age and years of service (as calculated pursuant to clause (ii) above) is equal to
at least 70, (iv) the Participant has given notice, in form satisfactory to the Company, to the Chief Administrative Officer of the Company (or, if the
Participant is the Chief Administrative Officer, to the Chief Executive Officer) of his or her intent to retire specifying the exact intended date of retirement
(provided that prior to such notice the Company had not already given notice to the Participant that he or she would be terminated), and remained employed
by the Company until the earlier of (a) the one year anniversary of the date of such notice or (b) the date on which the Employee experienced a termination
of employment due to death or disability or was terminated by the Company without cause and (v) at the time the Participant gave such notice to the
Company he or she also provided the Company a signed acknowledgement, in a form satisfactory to the Company, reaffirming the covenants set forth in
Section 6.

i.For purposes of the Plan and the Award Agreement, a transfer of employment from the Company to any subsidiary of the Company or vice versa,
or from one subsidiary to another, shall not be considered a termination of employment.

SECTION 6. Retirement Restrictions. For the period beginning on the date of the Participant’s Full Career Retirement and ending on the date
on which the Award would have become fully vested absent a termination of employment (the “Restricted Period”), the Participant shall not, directly or
indirectly, without the prior written consent of the Company, render services as an employee, consultant, director, partner or otherwise to any person, entity,
division, subsidiary or subgroup whose primary business activity is in competition with the Company’s business, or (2) assist with the creation of  (a) any
entity whose primary business activity is in competition with the Company’s business, or (b) any division, subsidiary or subgroup of an entity whose
primary business activity is in competition with the Company’s business. Nothing herein shall prohibit the Participant from pursuing employment with any
corporation or entity engaged substantially in the discovery or development of pharmaceuticals or medical devices as long as such company also
manufactures, markets and sells such products. THE PARTICIPANT ACKNOWLEDGES AND UNDERSTANDS THAT THIS SECTION MAY AFFECT
THE PARTICIPANT’S RIGHT TO ACCEPT EMPLOYMENT WITH OTHER COMPANIES SUBSEQUENT TO EMPLOYMENT BY THE COMPANY
AND THAT THE RESTRICTIONS CONTAINED HEREIN ARE SEPARATE AND APART AND IN ADDITION TO ANY SIMILAR RESTRICTIONS,
NON-COMPETE OR OTHERWISE, THAT THE PARTICIPANT MAY BE SUBJECT TO PURSUANT ANY OTHER AGREEMENT WITH THE
COMPANY OR ANY OF ITS AFFILIATES.

SECTION 7. Tax Withholding. Pursuant to paragraph 4.a.(6) of the Plan, the Administrator shall have the power and the right to deduct or
withhold, or require the Participant to remit to the Company, an amount sufficient to satisfy any federal, state, local or other taxes required by applicable
law to be withheld with respect to payment of the Award.

SECTION 8. No Employment Commitment; Rights as a Shareholder. Nothing herein contained or contained in the Plan shall be deemed to be
or constitute an agreement or commitment by the Company to continue to employ the Participant for the period within which this Award may be earned or
exercised. The Participant acknowledges and agrees that his or her employment with the Company shall remain on an “at will” basis and that the Company
may terminate the employment of the Participant with or without cause at any time. The Participant shall have no rights as a shareholder with respect to the
Performance Share Units subject to the Award until the shares with respect to the Award have been issued.

SECTION 9. Limitation of Rights; Dividend Equivalents. Prior to the receipt of shares of Common Stock as outlined above, Participant shall
not have (i) any rights of ownership of the shares of Common Stock subject to the Performance Share Units before the issuance of such shares, (ii) any
right to vote such shares, or (iii) the right to receive any cash dividends paid on shares underlying Performance Share Units if and when cash dividends are
paid to shareholders of the Company.

SECTION 10. Transferability. This Performance Award is not transferable by the Participant otherwise than by will or the laws of descent and
distribution.

SECTION 11. Ratification of Actions. By accepting the Award or other benefit under the Plan, the Participant and each person claiming under
or through him or her shall be conclusively deemed to have indicated the Participant’s acceptance and ratification of, and consent to, any action taken under
the Plan or the Award by the Company, the board or the Administrator. All decisions or interpretations of the Company, the Board and the Administrator
upon any questions arising under the Plan and/or this
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Award Agreement shall be binding, conclusive and final on all parties. In the event of any conflict between any provision of the Plan and this Award
Agreement, the terms and provisions of the Plan shall control.

SECTION 12. Notices. Any notice hereunder to the Company shall be addressed to its office, 251 Ballardvale Street, Wilmington, MA 01887,
Attention: Corporate Senior Vice President & Chief People Officer, and any notice hereunder to the Participant shall be addressed to him or her at the
address specified on the Award Agreement, subject to the right of either party to designate at any time hereafter in writing some other address.

SECTION 13. Entire Agreement; Governing Law. The Plan and this Award Agreement constitute the entire agreement with respect to the
subject matter hereof and supersede in their entirety all prior undertakings and agreements of the Company and you with respect to the subject matter
hereof. This Award Agreement may not be modified in a manner that is materially adverse to your interest except by means of a writing signed by the
Company and you. This Award Agreement is governed by the internal substantive laws but not the choice of law rules of Delaware.

YOU ARE HEREBY INFORMED THAT THIS AWARD IS SUBJECT TO ALL TERMS AND CONDITIONS OF THE PLAN, A COPY OF WHICH IS
ATTACHED HERETO. YOU ARE HEREBY INFORMED THAT ALL DECISIONS OR INTERPRETATIONS OF THE ADMINISTRATOR UPON
ANY QUESTIONS ARISING UNDER THE PLAN OR THIS AWARD AGREEMENT ARE FINAL, BINDING AND CONCLUSIVE.

SECTION 14. Financial Statements. The Company’s most recent Annual Report to Shareholders containing the Company’s audited financial
statements for the last three (3) years and its Annual Report on Form 10-K is available on the Company’s website at http://www.criver.com.

SECTION 15. Recoupment. Shares awarded under this Award Agreement are subject to recoupment in accordance with the Company’s
Corporate Governance Guidelines, as may be revised from time to time, and/or any other so-called recoupment, clawback or similar policy that may be
approved by the Board of Directors of the Company or any committee thereof.

SECTION 16. Adjustments; Effect of Certain Transactions. The number of Shares covered by the Performance Share Units shall be adjusted as
set forth in Section 5 of the Plan to reflect dividends or other distributions, recapitalizations, stock splits, reverse stock splits, reorganizations, mergers,
consolidations, split-ups, spin-offs, combinations, repurchases or exchanges. In the event of a Covered Transaction “double trigger event” (as defined in the
Plan) where the covered transaction occurs (A) on or prior to December 26, 2020, the # of Shares shall be deemed to be equal to the # Target Award and
(B) after December 26, 2020 and prior to December 31, 2022, the # of Shares shall be deemed to be equal to the product of the # Target Award x EPS
Payout Percentage.

SECTION 17. Section 409A of the Code. This Award is intended to be excepted from coverage under and/or comply with Section 409A of the
Internal Revenue Code, as amended (the “Code”) and shall be administered, interpreted and construed accordingly. The Company may, in its sole
discretion and without Participant’s consent, modify or amend the terms of this Award Agreement, impose conditions on the timing and effectiveness of the
issuance of the Performance Share Units, and/or take any other action it deems necessary to cause this Award Agreement to be exempted from Section
409A (or to comply therewith to the extent the Company determines it is not excepted). Notwithstanding, Participant recognizes and acknowledges that
Section 409A may affect the timing and recognition of payments due hereunder, and may impose upon the Participant certain taxes or other charges for
which the Participant is and shall remain solely responsible. In order to minimize the application of Section 409A of the Code, the Company will deliver
the Performance Shares, if any, to the Participant, between January 1, 2023 and March 15, 2023, or, if earlier, in the year following the Participant’s death.
If the Company considers the Participant to be one of its “specified employees” and the Participant is a U.S. taxpayer, in each case, at the time of his or her
“separation from service” (as such terms are defined in the Code) from the Company, no conversion specified hereunder shall occur prior to the expiration
of the six-month period measured from the date of the Participant’s separation from service from the Company to the extent required to comply with
Section 409A of the Code.

SECTION 18. Provisions of the Plan. This Award is subject to the terms and provisions of the 2018 Incentive Plan, as amended, a copy of
which is attached hereto and additional copies of which are available upon request by Participant. Information about the Plan is also included in the
Prospectus for the Plan, which is available on the Company’s Intranet site.
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IN WITNESS WHEREOF, and by the signatures of the Participant and a duly authorized officer of the Company below, the Participant and the
Company agree that this Award Agreement is granted under and governed by the terms and conditions of the Charles River Laboratories International, Inc.
2018 Incentive Plan, as amended from time to time, and the terms and conditions contained herein, as well as such administrative regulations and the
Compensation Committee may adopt from time to time.

CHARLES RIVER LABORATORIES
INTERNATIONAL, INC.

By:       
Victoria Creamer
Corporate Senior Vice President
& Chief People Officer

DATE:   May 29, 2020     

«FN_» «LN_»

By: ____________________________________

DATE: _________________________________
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Exhibit 31.1

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

AND RULE 13a-14(a)/15d-14(a) OF THE EXCHANGE ACT OF 1934

I, James C. Foster, Chairman, President and Chief Executive Officer of Charles River Laboratories International, Inc. (the registrant) certify that:

1. I have reviewed this quarterly report on Form 10-Q for the quarter ended June 27, 2020 of the registrant;

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 officers 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)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and 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. designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c. 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

d. 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 (the registrant's fourth fiscal quarter in the case of an annual report) 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 officers 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 the registrant's board of directors (or persons performing the equivalent functions):

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/ James C. Foster

August 5, 2020

James C. Foster
Chairman, President and Chief Executive Officer
Charles River Laboratories International, Inc.



Exhibit 31.2

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

AND RULE 13a-14(a)/15d-14(a) OF THE EXCHANGE ACT OF 1934

I, David R. Smith, Corporate Executive Vice President and Chief Financial Officer of Charles River Laboratories International, Inc. (the registrant) certify
that:

1. I have reviewed this quarterly report on Form 10-Q for the quarter ended June 27, 2020 of the registrant;

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 officers 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)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and 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. designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c. 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

d. 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 (the registrant's fourth fiscal quarter in the case of an annual report) 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 officers 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 the registrant's board of directors (or persons performing the equivalent functions):

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/ David R. Smith

August 5, 2020

David R. Smith
Corporate Executive Vice President and Chief Financial Officer
Charles River Laboratories International, Inc.



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 quarterly report on Form 10-Q for the quarter ended June 27, 2020 of Charles River Laboratories International, Inc. (the
“Company”) as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, James C. Foster, Chairman,
President and Chief Executive Officer of the Company, and David R. Smith, Corporate Executive Vice President and Chief Financial Officer of the
Company, each hereby certifies, to the best of his knowledge and pursuant to 18 U.S.C. Section 1350, that:

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

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

/s/ James C. Foster

August 5, 2020

James C. Foster
Chairman, President and Chief Executive Officer
Charles River Laboratories International, Inc.

/s/ David R. Smith

August 5, 2020

David R. Smith
Corporate Executive Vice President and Chief Financial Officer
Charles River Laboratories International, Inc.

This certification shall not be deemed "filed" for any purpose, nor shall it be deemed to be incorporated by reference into any filing under the
Securities Act of 1933 or the Exchange Act.


