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Snap-on Incorporated hereby files Amendment Number 1 to its Report on Form 8-K
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Tb.

ITtem 7. Financial Statements.
(a) Financial statements of businesses acquired.

Presented below are the 1998 audited financial statements, notes to the
financial statements and report of independent public accountants pertaining to
the Sandvik Saws and Tools Dbusiness currently operating as the Bahco Group
("Bahco Group") acquired on September 30, 1999 from Sandvik AB.

Bahco Group

Combined Financial Statements
As of December 31, 1998
Together with Report of

Independent Public Accountants



Report of Independent Public Accountants

We have audited the accompanying combined statement of assets acquired and
liabilities assumed of the Bahco Group as of December 31, 1998, and the related
combined statement of revenues and direct expenses for the year ended December
31, 1998. These combined financial statements are the responsibility of the
Bahco Group management. Our responsibility 1s to express an opinion on these
combined financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the combined financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the combined financial statements. An audit also
includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement
presentation. We believe that our audit ©provides a reasonable Dbasis for our
opinion.

The statements have been prepared in connection with the sale of the Bahco Group
by Sandvik AB to Snap-on Incorporated and are not intended to be a complete
presentation of the assets and liabilities or the revenues and direct expenses
on a stand-alone basis.

In our opinion, the statements referred to above present fairly, in all material
respects, the assets acquired and liabilities assumed of the Bahco Group as of
December 31, 1998, and the revenues and direct expenses for the year ended
December 31, 1998, in conformity with generally accepted accounting principles.

Arthur Andersen LLP

Goteborg, Sweden
November 30, 1999

BAHCO GROUP

Combined Statement of Revenues and Direct Expenses
For the Year Ended December 31, 1998
(Amounts in thousands)

Net sales - third party $ 279,165
Net sales - affiliates 44,743

Net sales _;;;:;gé
Cost of goods sold (215,119)
Operating expenses (78,989)

Equity in earnings of unconsolidated

subsidiaries 319
Other expense (39)
Earnings before interest and income taxes $ 30,080

The accompanying notes are an integral part of these statements.

BAHCO GROUP

Combined Statement of Assets Acquired and Liabilities Assumed
As of December 31, 1998



(Amounts in thousands)

ASSETS

Current assets

Cash and cash equivalents $ 25,251

Accounts receivable, less allowance for

doubtful accounts of $2.0 million 49,286
Inventories 78,935
Prepaid expenses and other assets 5,432
Total current assets 158,904
Due from affiliates 5,169
Property and equipment - net 80,362
Other assets 3,710
Total assets acquired $ 248,145
LIABILITIES

Current liabilities

Accounts payable $ 12,283
Current maturities of long-term debt 2,539
Other liabilities 27,444
Total current liabilities 42,266
Due to affiliates 92,325
Long-term debt 6,188
Pension 12,872
Other liabilities 622
Total liabilities assumed $ 154,273
Net assets acquired and liabilities assumed $ 93,872

The accompanying notes are an integral part of these statements.

Note 1 - Summary of Accounting Policies

A summary of significant accounting policies applied in the preparation of the
accompanying combined financial statements follows:

a. NATURE OF OPERATIONS:

The Bahco Group is comprised of a combination of specific 1legal entities and
carved out divisions all of which are wholly-owned by the parent company Sandvik
AB. In preparation for the proposed sale of its Saws and Tools business, Sandvik
AB created the Bahco Group. The Bahco Group is a manufacturer and supplier of
professional tool products. Products are manufactured at 11 plants in Sweden,
Germany, Portugal, France, England, the United States and Argentina. These tools
are designed for and sold mainly to professional users throughout the world.



b. USE OF ESTIMATES:

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial statements, and
the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

c. PRINCIPLES OF COMBINATION:

The combined financial statements include the accounts of the specific legal
entities and carved out divisions which comprise the Bahco Group. The statements
also include the investment 1in UTT, a speciality manufacturer of electronic
torque tools and Deville, a speciality manufacturer of professional pruning
equipment. The Bahco Group holds a 49 percentage interest in UTT and a 35
percentage interest in Deville. Both of these investments are accounting for
under the equity method of accounting. Transactions with Sandvik AB and other
Sandvik AB entities, not included in the Bahco Group, are shown as Due From
Affiliates and Due To Affiliates on the accompanying financial statements. All
significant intra-group accounts and transactions have been eliminated.

d. BASIS OF PRESENTATION:

The accompanying financial statements include the assets acgquired and
liabilities assumed at December 31, 1998, and revenues and direct expenses from
January 1, 1998 through December 31, 1998. In the opinion of management, these
financial statements 1include all adjustments necessary to present fairly the
Combined Statement of Assets Acquired and Liabilities Assumed as of December
31,1998, and the Combined Statement of Revenues and Direct Expenses for the year
ended December 31, 1998. All adjustments made have been of a normal recurring
nature.

The entities within the Bahco Group have their own administrative functions such
as human resources, finance and accounting. The costs of these functions are
included in the accompanying financial statements. Sandvik AB also has similar
administrative functions such as human resources, corporate finance, legal and
treasury departments, the cost of which were not historically allocated to the
Bahco Group. In addition, the many entities of the Bahco Group are part of and
integrated with the entities of Sandvik AB and are included in the combined tax
return of Sandvik AB. Because of the inherent nature of carved out divisions not
being legal taxed entities, separate provisions were calculated for many of the
entities that make up the Bahco Group. As a result, provisions for income taxes
are not included in the combined statement of revenues and direct expenses.

The Bahco Group's primary source of financing 1is through inter-company
borrowings from Sandvik Finance B.V. - a subsidiary of Sandvik AB. Sandvik
Finance B.V. cost of capital was not allocated to the Bahco Group and as such,
no interest expense on borrowings from Sandvik Finance B.V. are included in the
accompanying combined statement of revenues and direct expenses. The
inter-company debt owed by

the Bahco Group to Sandvik Finance B.V. is included in Due To Affiliates in the
accompanying financial statements. Third party debt exists only for the entities
that existed as separate legal units prior to the formation of the Bahco Group.
As such, no third party debt exists for the carved out divisions. Interest
expense on third party debt is not included in the accompanying financial
statements.

As a result of the relationship Dbetween the Bahco Group and Sandvik AB, the
financial ©position and results of operations are not indicative of the results
of the Bahco Group business had it been a stand-alone entity. Additionally,
these financial statements are not indicative of the future financial ©position
or results of operations of the Bahco Group business.

e. CASH EQUIVALENTS:
The Bahco Group considers all highly 1liquid investments with an original

maturity of three months or less to be cash equivalents. Cash equivalents are
stated at cost, which approximates market value.



f. FOREIGN CURRENCY TRANSLATION:

The functional currency of the Bahco Group is Swedish Krona. The financial
statements of the Bahco Group's non-Swedish subsidiaries are translated into the
functional currency. Net assets of certain subsidiaries are translated at
current rates of exchange, and income and expense items are translated at the
average exchange rate for the year. For purposes of this report, amounts have
been converted into US dollars using a conversion rate as of December 31, 1998
of 8.1103 Swedish Krona per US dollar for assets and liabilities and an average
rate for the year ended December 31, 1998 of 7.9979 Swedish Krona per US dollar
for revenues and direct expenses. All amounts in this report are stated in US
dollars.

g. INVENTORIES:

Inventories consisting of manufactured products are valued at the lower of
historical cost or market. Manufactured products includes the cost of material,
labor and manufacturing overhead. Inventories are accounted for under the
first-in, first-out ("FIFO") cost method.

h. PROPERTY AND EQUIPMENT:

Property and equipment is stated at cost less accumulated depreciation.
Depreciation is provided on a straight-line basis over estimated wuseful lives.
Depreciation expense for 1998 was $11.6 million. For detailed property and
equipment information, refer to Note 4.

i. RESEARCH AND DEVELOPMENT COSTS:

Research and development costs are expensed as incurred. For 1998 these costs
were $2.8 million.

J. REVENUE RECOGNITION:

Revenues are recognized at the time of shipment and are equal to sales price
less deductions for discounts and returns.

k. WARRANTY EXPENSE POLICY:

The company provides product warranties for specific product lines and accrues

for estimated future warranty costs 1in the period in which the sale was
recorded.

1. Advertising and promotion expense:

Advertising and promotion costs are generally expensed when incurred.

Note 2 - Inventories
The components of the Bahco Group inventory were as follows:

(Amounts in thousands)

Finished stock $ 49,386
Work in process 10,757
Raw materials 18,792
Total inventories $ 78,935

Note 3 - Transactions with affiliates



The Bahco Group is affiliated with several entities through common direct or
indirect ownership through Sandvik AB. Various transactions are entered into
with these affiliates, primarily resulting from intercompany loans and advances.
Transactions with affiliated companies included in the accompanying combined
statements were as follows:

The Bahco Group sells manufactured products to other Sandvik AB entities not
included in the Bahco Group at arms length third party pricing. As such, margins
on sales to affiliates are included in the accompanying combined statement of

assets acquired and liabilities assumed.

Amounts due to and due from affiliates included in the accompanying combined
statement of assets acquired and liabilities assumed were as follows:

(Amounts in thousands)

Due From Affiliates was comprised of the following:

Accounts receivable S 4,623
Prepaid expenses and other 546
Total $ 5,169

Due To Affiliates was comprised of the following:

Accounts payable $33,495
Other liabilities 12,568
Debt 46,262

Total $92,325

Note 4 - Property and Equipment

The Bahco Group's property and equipment values, which are carried at cost, were
as follows:

(Amounts in thousands)

Land S 2,799
Buildings and improvements 33,798
Machinery and equipment 124,961

161,558
Less: accumulated depreciation (81,196)
Property and equipment - net ;_éajgg;

The estimated service 1lives of property and equipment are principally as
follows:

Buildings and improvements 1
Machinery and equipment
Transportation vehicles

Computer hardware

to 50 years
to 20 years
to 5 years
to 5 years

w N oo

Note 5 - Long-term Debt

The Bahco Group's Long-term debt consisted of the following:
(Amounts in thousands)

Notes payable to banks with interest rates ranging

from 9.8% to 17.3% with a weighted average interest

rate of 12.5% at December 31, 1998, maturing at
various dates through April, 2003, payable in:



Argentina - Pesos S 8,416
Great Britain - Pounds 138
Note payable to City of Milan, Tennessee,
non-interest bearing, maturing January, 2000,

payable in United States Dollars 173
Total Long-term debt 8,727
Less: Current Maturities (2,539)
Long-term portion $ 6,188

Long-term debt matures as follows:

1999 $ 2,539
2000 2,402
2001 1,262
2002 1,262
2003 1,262
Total S 8,727
Note 6 - Financial Instruments

Sandvik AB has established an internal ©program under which all non-Swedish
denominated receivables and payables are recorded on the Bahco Group's financial
statements at ©pre-established fixed exchange rates to the Swedish Krona.
Fluctuations 1in exchange rates between the Swedish Krona and local currencies
are absorbed at the Sandvik AB level and not allocated to the Bahco Group.

While the Bahco Group sells primarily to distributors, the Bahco Group's account
receivable do not represent significant concentrations of credit risk because of
the diversified portfolio of distributors and geographic areas.

Note 7 - Pension Plans

The Bahco Group recognizes retirement plan expenses in accordance with Statement
of Financial Accounting Standards (SFAS) No. 87, "Employers' Accounting for
Pensions." The Bahco Group has several other subsidiary pension plans that do
not report pension expense in accordance with SFAS No. 87, as these plans and
the related pension expense are not material.

The Bahco Group's net pension expense included the following components:

(Amounts in thousands)

Service cost - benefits earned

during year $ 1,421
Interest cost on projected
benefits 1,212
Less actual return on plan assets (752)
Net amortization and deferral:
Transitional amount 133
Net pension expense $ 1,748

The status of the Bahco Group's pension plans was as follows:
(Amounts in thousands)

Change in projected benefit obligation:

Benefit obligation at beginning of year $ 19,279
Service cost 1,421
Interest cost 1,212
Plan participant contributions 290
Benefits paid (348)
Actuarial loss 3,542
Benefit obligation at end of year 25,396

Change in plan assets:
Fair value of plan assets at beginning



of year 8,519

Actual return on plan assets 892
Contributions by employer 547
Plan participant contributions 290
Benefits paid (2)
Fair value of plan assets at end of year 10,246
Funded status (15,150)
Unrecognized transition obligation (1,325)
Unrecognized net loss from

experience different than assumed 3,603
Net amount recognized $(12,872)
Note 7 - Pension Plans (continued)

The assumptions wused in determining pension costs and the projected Dbenefit
obligation were:

Germany Netherlands Sweden UK Us

Discount rate 6.00% 5.00% 5.50% 6.00% 7.00%
Expected long-term rate

of return on plan assets N/A 5.00% N/A 8.50% 9.00%
Expected rate of increase

in future compensation

levels 3.50% 3.00% 2.50% 3.50% 4.50%
Note 8 - Commitments and Contingencies

The Bahco Group has entered 1into certain operating lease agreements, which
extend for varying amounts of time. The Bahco Group's lease commitments require
future payments as follows:

(Amounts in thousands)

Year ending Amount
1999 S 734
2000 460
2001 141
2002 30
2003 0
2004 and thereafter 0

Rent expense for 1998 was $.7 million.

Legal Matters: The Bahco Group is involved in various legal matters, which are
being defended and handled in the ordinary course of business. Although it is
not possible to predict the outcome of these matters, management believes that
the results will not have a material impact on the Bahco Group's financial
statements.

Note 9 - Subsequent event

On September 30, 1999, Sandvik AB sold the Bahco Group to Snap-on Incorporated
for approximately $379 million in cash.

Presented below is the unaudited statement of assets acquired and liabilities
assumed at September 30, 1999 shown on a historical cost basis. The audited
statement of assets acquired and liabilities assumed and supporting footnotes
are forthcoming and will be provided shortly.

SB Tools SARL and subsidiaries (Bahco Group)



Unaudited Special-purpose consolidated balance sheet
(Expressed in SEK thousands)
September 30, 1999

Assets
Cash and bank deposits etc 125,489
Current receivables:

Trade acct rec other than Svk counterparties 428,896

Other curr rec with other than Svk counterparties 406,200

Total 835,096
Receivables with Sandvik:

Current and Financial receivables 368,904
Inventories 603,494
Shares 79
Participations in associated companies 44,351
Long-term receivables 18,932
Patents and other intangibles 336
Goodwill and step-ups from reorg transfers 256,545
Machinery, equipment, buildings ect:

Fixed assets under construction incl cap exp 67,575

Machinery and equipment, tools etc 366,964

Buildings, sites and site improvements 222,549

Total 657,088
Total assets 2,910,314
Liabilities
Current and long-term payables and provisions:

Trade acc pay other than Svk counterparties 100,345

Other pay with other than Svk counterparties 325,255

Total 425,600
Payables with Sandvik:

Current and Financial liabilities 584,023
Provisions for pensions 116,767
Loans etc:

Interest-bearing liabilities/loans, non Sandvik 1,096,877
Total liabilities 2,223,267
Net assets 687,047

(b) Pro-forma financial information.

The following unaudited pro forma statements of earnings of Snap-on Incorporated
(the "Company") gives effect to the acquisition of the Bahco Group as if the
acquisition had occurred on January 1, 1998 and incorporates the purchase method
of accounting.

For pro forma purposes, the Company's Unaudited Consolidated Statement of
Earnings for the thirty-nine weeks ended October 2, 1999, has been combined with
the Unaudited Combined Statement of Revenues and Direct Expenses of the Bahco
Group for the nine months ended September 30, 1999, and the effects of pro forma
adjustments as set forth in the notes thereto.

For pro forma purposes, the Company's Audited Consolidated Statement of Earnings
for the year ended January 2, 1999, has been combined with the Audited Combined
Statement of Revenues and Direct Expenses of the Bahco Group for the year ended
December 31, 1998, and the effects of pro forma adjustments as set forth in the
notes thereto.

The following unaudited pro forma statements of earnings are based on historical
financial data, and on assumptions and adjustments described in the notes
thereto. All such assumptions and adjustments are inherently subject to

significant wuncertainty and contingencies. It can be expected that some or all
of the assumptions on which the following unaudited pro forma statements of
earnings is based will prove to be inaccurate. As a result, the unaudited pro

forma statements of earnings do not purport to represent what the Company's
results of operations would have been if the acquisition of the Bahco Group had
occurred on January 1, 1998, and is not intended to project the Company's
results of operations for any future period.



The wunaudited pro forma information should be read in conjunction with the
Company's consolidated financial statements and the related notes appearing in
the Company's 1998 Annual Report on Form 10-K.

A pro forma balance sheet is not provided since the Company's historical balance
sheet that was filed on Form 10-Q for the gquarter ended October 2, 1999 includes
the effects of the acquisition prior to filing this 8-K.

A preliminary goodwill allocation in accordance with the criteria established
under Accounting Principles Board Opinion No. 16, "Business Combinations" has
been performed. This preliminary allocation results in goodwill of $177.9
million being recorded. The final purchase price allocation, when completed,
will result in changes to the amount of recorded assets and goodwill included as
pro forma amounts herein.

The preliminary allocation of the purchase price of $379.4 million which
includes direct acquisition costs of $8.3 million is as follows:

(Amounts in millions)

Fair value of property and equipment $37.2
Fair value of patents and trademarks 24.9
Other net assets acquired 139.4
Preliminary goodwill 177.9

Preliminary purchase price

Assigned useful lives are as follows:

Patents 13 years
Trademarks 40 years
Goodwill 40 years

SNAP-ON INCORPORATED
Unaudited Pro Forma Statement of Earnings
(Amounts in thousands except per share data)

Snap-on
Incorporated Bahco Group
Unaudited Unaudited
Consolidated Combined
Statement Statement of
of Revenues and
Earnings Direct
Thirty-nine Expenses
Weeks Ended Nine Months Ended Pro forma

October 2, 1999 September 30, 1999 Adjustments

Net sales $1,378,895 $ 228,946 $ -
Cost of goods sold (716,310) (159,064) (1,845) a
Cost of goods sold - discontinued products - - -
Operating expenses (527,215) (57,964) (3,960) b

Restructuring and other
non-recurring charges (14,285) - -

Net finance income 46,400 - -

Interest expense

(15,360) - (11,738) c
Other income (expense) - net 3,319 983 -
Earnings (loss) before income taxes 155,444 12,901 (17,543)
Income tax provision (benefit) 55,654 - (1,377) d
Net earnings (loss) S 99,790 S 12,901 $ (16,166)
Earnings per weighted average
common share - basic $ 1.71

Pro forma

$1,607,841

(877,219)

(589,139)

(14,285)

46,400

(27,098)

4,302

150,802

54,277

$ 96,525



Earnings per weighted average
common share - diluted $ 1.69

Weighted average common shares
outstanding - basic 58,482

Effect of dilutive options 424

Weighted average common shares
outstanding - diluted 58,906

The following notes to the pro forma adjustments for the Unaudited Statement of
Earnings for the nine months ended October 2, 1999 represent the adjustments
that would have resulted from the acquisition of the Bahco Group had the
acquisition occurred on January 1, 1998.

(a) To adjust depreciation expense for the preliminary change in the basis to
fair market value of property, plant and equipment.

(b) To adjust depreciation and amortization expense for the preliminary change
in the basis to fair market wvalue of ©property, plant and equipment and
intangible assets including goodwill.

(c) To record additional interest expense resulting from the debt issued to
acquire the Bahco Group.

(d) To record an income tax benefit to return to an appropriate consolidated
effective tax rate of 36%.

SNAP-ON INCORPORATED
Unaudited Pro Forma Statement of Earnings
(Amounts in thousands except per share data)

Snap-on Bahco Group
Incorporated Audited
Audited Combined
Consolidated Statement of
Statement Revenues and
of Earnings Direct Expenses Pro
Year Ended Year Ended forma
January 2, 1999 December 31, 1998 Adjustments
Net sales $1,772,637 $ 323,908 S -
Cost of goods sold (948,761) (215,119) (2,460)
Cost of goods sold - discontinued products (60,562) - -
Operating expenses (705,811) (78,989) (5,280)
Restructuring and other non-recurring
charges (89,301) - -
Net finance income 65,933 - -
Interest expense (21,254) - (15,650)
Other income (expense) - net (2,041) 280 -
Earnings (loss) before income taxes 10,840 30,080 (23,390
Income tax provision (benefit) 15,619 - 2,393
Net earnings (loss) S (4,779) $ 30,080 $ (25,783)
Earnings per weighted average
common share - basic S (0.08)
Earnings per weighted average
common share - diluted S (0.08)

Weighted average common shares
outstanding - basic 59,220

58,482

424

58,906

Pro forma

$ 2,096,545

$(1,166,340)

(60,562)

(790,080)

(89,301)

65,933

(36,904)

(1,761)

17,530

18,012

$ (482)

$ (0.01)

$ (0.01)

59,220



Effect of dilutive options -

Weighted average common shares
outstanding - diluted 59,220

The following notes to the pro forma adjustments for the Unaudited Statement of
Earnings for the year ended January 2, 1999 represent the adjustments that would
have resulted from the acquisition of the Bahco Group had the acquisition
occurred on January 1, 1998.

(a) To adjust depreciation expense for the preliminary change in the basis to
fair market value of property, plant and equipment.

(b) To adjust depreciation and amortization expense for the preliminary change
in the basis to fair market wvalue of property, plant and equipment and
intangible assets including goodwill.

(c) To record additional interest expense resulting from the debt issued to
acquire the Bahco Group.

(d) To record an income tax expense to return to an appropriate consolidated
effective tax rate of 36% Dbefore Snap-on's restructuring Project Simplify
initiative that occurred in 1998.

(a) Exhibits
2.1%* Agreement
23.1 Consent of Arthur Andersen LLP
99.1%* Press Release of Snap-on Incorporated, dated September 30,

1999.

* Previously filed as an Exhibit on Form 8-K dated September 30, 1999.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, Snap-on
Incorporated has duly caused this report to be signed on its behalf by the
undersigned duly authorized person.

SNAP-ON INCORPORATED

Date: December 14, 1999 By: /s/ N. T. Smith
N. T. Smith
(Principal Accounting Officer
and Controller)

59,220



CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby consent to the incorporation by
reference 1in Registration Statement File Nos. 2-53663, 2-53578, 33-7471,
33-22417, 33-37924, 33-39660, 33-57898, 33-55607, 33-58939, 33-58943, 333-14769,
333-21277, 333-21285 and 333-41359 of our report dated November 30, 1999 on our
audit of the combined statement of assets acquired and liabilities assumed and
the combined statement of revenues and direct expenses of the Bahco Group as of
December 31, 1998 and for the year then ended included in this Form 8K/A. It
should be noted that we have not audited any financial statements of the Bahco
Group subsequent to December 31, 1998 or performed any audit procedures
subsequent to the date of our report.

/s/ Arthur Andersen LLP

ARTHUR ANDERSEN LLP

Goteborg, Sweden
December 14, 1999
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