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Invacare Corporation Summary Annual Report 2003
Invacare continued to grow in 2003, thanks to innovative products like the
HomeFill™ II oxygen system, which gives patients new freedom to enjoy life.
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Up 15% to a record $1.25 billion

FINANCIAL

earnings

highlights

Up 10% to a record $71.4 million

Twelve Months Ended December 31,

(Dollars in thousands, except per share data)

2003

2002

% Change

$ 1,247,176

$ 1,089,161

71,409

64,770

10.3

Net Earnings per Share – Assuming Dilution

2.25

2.05

9.8

Dividends per Common Share

0.05

0.05

–

1,108,213

906,703

22.2

Working Capital

246,118

230,586

6.7

Total Debt

234,209

238,613

-1.8

Shareholders’ Equity

613,188

480,312

27.7

78,866

102,072

-22.7

Net Sales
Net Earnings

Total Assets

Free Cash Flow*
Total Debt to Capitalization

27.6%

33.2%

14.5%

-16.9%

* Free cash flow is defined as net cash provided by operating activities
less purchases of property and equipment.

About the Cover

Invacare Corporation is the global leader in the manufacture and distribution
of innovative medical products for the home care and long-term care markets.
The company has 5,300 associates and markets its products in 80 countries
around the world. Our vision is to strengthen worldwide brand and product
leadership in these markets by focusing the organization on delivering compelling
and disruptive products and programs that promote recovery and active lifestyles.

For the first time, home oxygen patients are able to enjoy independence from
oxygen deliveries, thanks to Invacare’s revolutionary new HomeFillTM II oxygen
system. Now, patients make their own oxygen at home simply and easily,
so they always have a ready supply.

product development
More than 120 new products and programs introduced in the last three years

acquisition activity
More than $100 million in annualized sales acquired over the last fifteen months

outlook
On track to reach sales target of $2 billion in 2006
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Invacare is on track to achieve its goal
of $2 billion of sales in 2006.
Equally important, with the progress

million, leading to a debt-to-total-capital-

sales increased by 11% to $279.8 million.

on its financial results and its strategic

ization of 27.6%.

European earnings before income taxes

plan, Invacare is on track to achieve
its goal of $2 billion of sales in 2006.
As part of achieving this goal, Invacare

A. MALACHI MIXON, III (LEFT)

has expanded its program of “muscle

Chairman and Chief Executive Officer

building” the organization. With muscle
GERALD B. BLOUCH (RIGHT)

building, Invacare aggressively promotes

President and Chief Operating Officer

and supports its performers while
recruiting to fill gaps and add new talent.

increased 1% to $19.1 million in 2003.
Performance by Region: For the year,
North American net sales increased
13% to $897.2 million. Adjusting for
acquisitions and foreign currency, net
sales increased by 10%. For North
America, earnings before income taxes

Invacare Europe has an aggressive
product development plan to energize
revenue growth and to match North
American success in driving market
share gains through compelling and
disruptive new products.

increased 15% to $88.3 million in 2003.
Australasia’s operations reported a net

FELLOW

shareholders:

Consolidated Results: Invacare sales
results were strong on both a reported
and a constant dollar basis. Adjusting
for foreign currency and for acquisitions,
net sales increased 6% for the year.

n 2003, Invacare reported record sales and earnings per share, while returning

I

to double-digit growth with a 15% increase in net sales and a 10% increase
in earnings per share. Invacare’s net sales for 2003 were approximately

$1.25 billion. Net earnings for the year increased to $71.4 million, or $2.25 per

share, compared with $64.8 million, or $2.05, in 2002.

Additionally, Invacare sales performance
improved during the year, ending with a
10% sales increase in the fourth quarter.
The main contributors to this growth
were North American sales of respiratory
products, rehab products and supplies.

By executing on its strategic plan, Invacare accelerated its growth by:
➤ Introducing new compelling and disruptive products,
➤ Increasing overseas sourcing to regain a low-cost delivery position

in all product lines,
➤ Building brand recognition and consumer product awareness in

partnership with home care providers in their local markets, and
➤ Pursuing accretive and focused acquisitions that broaden its

product offerings in core home care and long-term care markets.

New product introductions during the
last three years were a major factor
driving the increase in North American
sales and earnings. In particular, Invacare
North America completed all the major
introductions in 2003 as planned and
on time. Exiting 2003, newly introduced
products from the last three home care
trade shows accounted for 73% of
North American equipment sales in the
home care channel. Thanks are due to

sales increase of 59% in 2003. Adjusting
for foreign currency, net sales for the year
increased by 27%. Australasian earnings
before taxes increased 4% to $6.0 million
in 2003. Australasia benefited from
a new non-healthcare customer that
helped drive the top line and keep
manufacturing near full capacity.
However, foreign currency exposures
from sales in U.S. dollars kept earnings
from growing as fast as the sales line.

all Invacare associates who helped us
Invacare continues to deliver strong

achieve these strong results. The focus

Industry Issues: Although there are

free cash flow, generating $79 million

on new products will continue in 2004.

a number of reimbursement-related

in 2003. Net earnings were consistently

In January, Invacare entered the sleep

issues in most of the countries in which

converted to free cash flow with incre-

apnea marketplace with its own

Invacare competes, the two issues

mental improvement of cash flow from

developed and manufactured mask.

of primary importance are currently

improved balance sheet management.

Invacare has additional new products

in the United States: reimbursement

Free cash flow is defined as net cash

for sleep and its other product lines

eligibility of older patients for power

flow provided by operating activities less

totaling a planned 40 new product

wheelchairs and the provisions of

purchases of property and equipment.

introductions for 2004.

the new Medicare prescription drug

During the year, Invacare used $71 million

Invacare’s European operations maintain-

of the cash to make four acquisitions while

ed profitability in a tough reimbursement

Regarding power wheelchairs, the

the balance paid down debt. At the end

market. Although net sales declined 8%

Centers for Medicare and Medicaid

of 2003, debt outstanding was $234.2

adjusting for foreign currency, reported net

Services (CMS), without any opportunity

coverage legislation.
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Net Earnings

Free Cash Flow
71.4

restrictive coverage rules in December

supplies will be reduced to the median

products that help providers improve

of 2003. The new rules were in response

reimbursement levels in the Federal

their profitability while addressing

to a large number of fraudulent Medicare

Employee Health Benefit Plans. Pricing

patients’ needs. Additionally, Invacare

claims for power wheelchairs in the

for these plans is unrealistic because

intends to accelerate its activities in China

Houston, Texas area, none of which

it is based on a much younger patient

to make sure that Invacare is the low-

involved Invacare products or Invacare

population. Third, starting in 2007,

cost manufacturer and distributor to the

providers. In fact, it was Invacare

Congress has authorized competitive

home care provider.

who first brought this situation to the

bidding among home care providers

attention of CMS.

in the largest 10 metropolitan regions
of the U.S. for six or fewer items and

Under the new rules, many elderly
patients would no longer qualify for

services. In 2009, the program would
be extended to 80 metropolitan regions.

power wheelchairs, confining them to

1,247.2
1,013.2

60.4

1,053.6 1,089.2

52.8

882.8

‘99

‘00

‘01

‘02

‘03

Invacare enjoys strong positions with
providers will probably gain share in
the new reimbursement environment

‘03

Free Cash Flow is defined as net cash provided by operating
activities, less purchases of property and equipment.

loss of any full-time employment at

has developed and begun to execute on

its Elyria, Ohio facilities.

an action plan to answer the attacks

and the Bush administration that this

believes it can still grow profitably in

productivity improvements.

providers, clinicians and consumers.

change does not benefit the elderly and

this environment. The home care

will likely lead to less active patients

industry has not received the cost-

who will end up in nursing homes and

of-living adjustment over the last few

hospitals, costing the healthcare system

years and should respond with improved

substantially more.

productivity to address the lack of

from importers on the standard products

Invacare spokesperson Arnold Palmer

Outlook through 2006: Invacare

continues to appear in Invacare television

envisions continuing the double-digit

advertising that the home care provider

growth that it achieved in 2003. The

uses to market Invacare’s products.

combination of new product intro-

Current advertising specifically highlights

ductions, an aggressive acquisitions

the HomeFill™ II and power mobility

program and the actions Invacare is

products, which are covered in more

taking in China should support its growth

detail later in this annual report. As the

plans to reach the $2 billion sales level

aging of America continues, Invacare

in 2006. The improved profitability and

As always, we thank Invacare’s share-

is working to build brand awareness

strong cash flow generation that are part

holders, associates and customers for

and demand among patients and their

of this planned growth can support the

their continued support. We welcome

families, who will then ask for Invacare

strategic objectives listed above while

any questions and feedback that you

products by name.

the company remains within a reasonable

may have and look forward to further

debt-to-total-capitalization range.

communications with you throughout

legislation related to providing prescrip-

In terms of the 2005 price reductions,

attempt to remain profitable. Likewise,

tion drug coverage for the elderly under

the level of the price reduction that will

it will likely lead to further consolidation

the Medicare program. As part of funding

be applied to oxygen is not known, but

of the provider base as small entrepre-

the costs of this new program, there

it is anticipated that the blended cut for

neurs may look to exit a less profitable

were a number of changes to Medicare

the ten affected items will be around

business model. Invacare will keep a

home care reimbursement over the next

8%. This could have an estimated

close watch on its extension of credit

few years. First, the home care provider,

impact of around 1% on Invacare’s

in this environment and will work with

who is Invacare’s customer, will not

2005 consolidated net sales. However,

the industry to pressure Congress to

Activities in China: Invacare has recently

receive a cost-of-living adjustment in

Invacare can help offset the cuts and

reconsider its actions on both competitive

commenced operations to manufacture

Watch Us Grow: Sales and earnings

2004, 2005 and 2006. Second, in 2005,

build market share in the process, with

bidding and the 2005 reimbursement

in a wholly owned facility in Suzhou

reached new records in 2003. Invacare’s

Medicare reimbursement for oxygen

productivity enhancing new products

cuts. Home care is the least costly and

Industrial Park. With Invacare’s volume

stock price increased by 21% during

along with certain types of home care

such as the HomeFill™ II oxygen system.

most preferred environment in which

and its manufacturing skills, Invacare

the same period. Borrowing capacity

believes it will be able to compete

has increased dramatically as Invacare’s

aggressively with importers. As Invacare

debt-to-total-capitalization has declined

executes its sourcing and manufacturing

to 28%. These results are directly related

plan related to China, lost market share

to Invacare’s consistent execution on its

can be regained in the standard product

plans over the last few years. The new

line, which has been shrinking over the

product development plan in North

last few quarters. Invacare is pursuing

America has led to market share gains

other options to add manufacturing

and accelerated top line and bottom line

Invacare can help address the cuts that
the home care provider has to endure.

‘02

should re-ignite growth there. Invacare

build a brand identity with home care

are forced to make deep cuts in an

‘01

company has been able to avoid the

should be offset by volume gains and

In November of 2003, Congress passed

‘00

protocol is now in place in Europe and

to the home care industry, Invacare

poorer home care service as providers

‘99

‘03

Even with these China initiatives, the

industry will work hard to convince CMS

support from Congress.

‘02

operation or illness.
Branding: Invacare continues to

competitive bidding will likely generate

‘01

growth. A similar product development

starting in 2007. Thus, pricing pressures

depth of these cuts. Once implemented,

‘00

34.0

capability in China over the next year.

Although these changes are disruptive

home care industry over the extent and

‘99

45.7
40.0

an individual can recover from an

their beds. Invacare and the home care

However, there will be uncertainty in the

78.9

50.5

Excluding after tax impact of nonrecurring and unusual
items of $9.0 million of expense, $7.1 million of income
and $25.2 million of expense in 1999, 2000 and 2001,
respectively.

In terms of competitive bidding,
the likely industry consolidators. These

102.1

64.8

Millions of Dollars

Invacare will strive to develop new

Millions of Dollars

beds, wheelchairs, nebulizers and

Millions of Dollars

for public comment, issued new, more

line. As Invacare executes on its operating plan, continues to develop
compelling and disruptive products,
and accelerates its acquisition activities,
the company is confident that it will
continue to deliver strong returns for
its shareholders.

the year.
Sincerely,

A. Malachi Mixon, III
Chairman and Chief Executive Officer

Gerald B. Blouch
President and Chief Operating Officer
March 9, 2004
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grow
SALES

growth

olid sales growth in 2003 kept Invacare on track to achieve its ambitious

S

five-year goal of doubling sales to $2 billion by 2006. With its aggressive
new product introductions continuing in 2004 and sales traction increasing

on its offerings from the last three years, Invacare believes it can grow organically
faster than the industry’s 5-7% long-term growth rate. Given an estimated market
share of only 20-25% in its core product categories, there are plenty of acquisition
opportunities – and even more in home care and long-term care markets and
geographic regions where the company has minimal offerings today.
One of Invacare’s most successful new product introductions last year was
the Storm Series® TDX™ power wheelchair. The Storm TDX captured the

market’s attention and helped generate the 26% increase in rehab products
sales in 2003. The versatile TDX line features an array of Invacare’s advanced
patented and patent-pending technologies, including center-wheel drive
for maneuverability, Stability Lock for stability and control, and SureStep™
technology for accessibility. SureStep enables the TDX to climb easily
over thresholds and other everyday obstacles for a smooth ride.

Fit with the Environment

I have easy access to everyday environments.
Invacare’s TDX™ line lets wheelchair consumers move easily in everyday
environments – indoors and out, at home, school or work.
For 2004, Invacare has added a new model to the popular Storm Series® TDX™ line:
the TDX Invisible Super Low Tilt. The Super Low Tilt offers the combined benefits
of a powered tilt for positioning and a low seat-to-floor height for superior access
to everyday environments such as tables, desks and vans.
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grow
EARNINGS

expansion

nvacare’s earnings rose 10% in 2003, lifted by higher volumes and lower

I

interest expense. The improvement was partially offset by a slightly lower
gross margin percentage. However, Invacare has taken a number of steps

to address the competitive pressures on gross margin. Four years ago, the
company quietly established an independent, value-oriented subsidiary to serve
the segment of the market that wants unbranded, basic products at the
lowest price. Professional Medical Imports, or PMI, has grown rapidly since
it commenced operations. Three years ago, Invacare opened an Asian
procurement office in Hong Kong. This year, the company will begin
manufacturing in China.
Through these initiatives and others, Invacare is reclaiming its position as
the low-cost supplier in the home medical equipment market. Meanwhile,
the company continues to focus on bringing compelling new products to
market on schedule – like the Zoom HMV™, which is about to set a new
standard in the powered mobility category. The innovative design and maximum
maneuverability of this vehicle make all traditional scooters obsolete.

Powered Mobility Products

I can get around in my kitchen again.
The highly maneuverable Zoom HMV™ boasts a tight 29-inch turning radius
that is ideal for getting around kitchens, hallways and tight spaces.
The Invacare® Zoom HMV™ is an all-new concept in powered mobility products. It
combines the center-wheel drive technology of power wheelchairs with tiller-style
steering controls that are intuitive to operate. The result is a vehicle that works as well
indoors – in narrow confines and around sharp corners – as it does outdoors on paved
or grassy surfaces.

Invacare Corporation 2003
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grow
PRODUCT

development

tepping up the emphasis on new product development and revamping

S

the process has been a key Invacare strategy since 2000. The results
of the first three-year wave of innovation are impressive. More than

120 new products and programs were introduced in the last three years.
At the end of 2003, 73% of North American equipment sales in the home care
channel were from new products introduced since October 2001. A rolling
three-year product development schedule is designed to keep the stream
of new products flowing.
The most powerful of these new products are more than innovative – they’re
disruptive. Take Invacare’s HomeFill™ II home oxygen system. It’s remaking the
home oxygen business and helped drive the 40% increase in Invacare’s respiratory product sales last year. By enabling patients to make their own continual
supply of oxygen at home, the HomeFill II virtually eliminates the need for home
delivery of oxygen cylinders. The HomeFill II improves the quality of life and
health of the patient and also improves the bottom line for the respiratory care
providers, who are Invacare’s customers.

Now I can go where I want, when I want.
It’s About Freedom

No longer having to wait on deliveries, Invacare HomeFill™ II patients
enjoy new independence and the health benefits of staying active.
With Invacare’s HomeFill™ II oxygen system, patients no longer have to worry about
running out of oxygen or waiting for a home delivery. They just snap the specially
adapted Invacare cylinders into the HomeFill II unit, push a button and a short time later
they have up to five hours of ambulatory oxygen ready to use whenever they need it.
The HomeFill II gives them the freedom to get out, stay active and enjoy life more.

Invacare Corporation 2003
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ACQUISITION

activity

nvacare augmented its strong internal growth with six acquisitions during

I

2003 and the first part of 2004. These acquisitions had a run rate of sales
at the time of purchase of more than $100 million. One of the 2003 acquisi-

tions was Carroll Healthcare, Inc., a leading Canada-based medical equipment
manufacturer. The acquisition positions Invacare’s Continuing Care Group as
the leading supplier of beds, furniture and medical equipment for the North
American long-term care market. In an early 2004 transaction, Invacare
acquired the assets of ACS, a U.S. medical supplies distributor with a focus

on infusion therapy products. The acquisition puts Invacare Supply Group (ISG)
into a new market segment and further enhances ISG’s and Invacare’s Total
SM

One Stop Shopping proposition.
A third transaction added Toronto-based Motion Concepts, Inc. The company
designs and manufactures power tilt and recline systems that are used on many
competing brands of power wheelchairs. It will operate as an independent unit
in a similar way to a number of divisions that serve more companies than just
Invacare and have a distinct brand name identity. Of course, acquisitions aren’t
always an option to enter or expand a product category. Invacare will also
innovate through internal product development – as with a complete new
line of products for the fast-growing sleep therapy market.

There’s nothing like a good night’s sleep.

Wake Up Call

®

An estimated 12 million Americans suffer from obstructive sleep apnea, a condition
that results in poor-quality sleep, which can severely affect quality of life and health.
As awareness of sleep apnea grows, demand for devices that treat the condition has
been increasing at a rapid rate. Invacare will roll out a series of new sleep therapy
products in 2004. The new product line is designed to make sleep therapy a simpler
and more profitable product line for home care providers to offer. The new products
feature proprietary technology to enhance comfort and increase patient compliance.

Created with extensive patient input, the new Invacare Twilight™ mask
offers innovative features that make it preferred by patients.

Invacare Corporation 2003
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outlook

T

he worldwide home and long-term care markets where Invacare
competes remain attractive, despite continuing reimbursement
pressures. The population is aging. People are living longer and

spending more money on health care. And they are demanding products
that Invacare makes to help them maintain a comfortable, active lifestyle.
Meanwhile, technology is increasing the ability to provide complex care
and achieve improved outcomes in the home at lower costs. With that
as a backdrop, Invacare remains confident in its strategies for profitable
growth through aggressive new product introductions, cost reduction
initiatives, accretive acquisitions and brand building. Achieve sales of
$2 billion by 2006? Yes, we can.

The European market, which accounted for 22% of Invacare’s total net sales
in 2003, is a key element in the growth plan. Invacare has embarked on an
aggressive product development program in Europe in an effort to replicate
the strong market share gains achieved in North America. With the recent
launch of the Typhoon™ and Tornado™, Invacare has introduced its patented
center-wheel drive design and other industry-leading wheelchair technologies
to the European market.

My new Typhoon lets me rise to the occasion.

European Power

The new Typhoon™ and Tornado™ bring center-wheel drive design
and other industry-leading technologies to the European market.
Designed and manufactured in Europe for the European market, the versatile
new Typhoon™ offers outdoor performance and indoor functionality. Outdoors,
it moves smoothly with range and power over slopes and uneven terrain. Indoors,
its precision controls and center-wheel drive design enable it to function easily
in tight spaces. The Typhoon also offers a lift and lower mechanism that lets
the consumer sit comfortably at a desk or table and reach up to a bar or shelf.

CORPORATE

and SHAREHOLDER information

Common Share Data
Invacare’s Common Shares, without par value, are traded on
the New York Stock Exchange (NYSE) under the symbol
IVC. There is no trading market for the company’s Class B
Common Shares. The range of high and low quarterly prices
of the Common Shares in each of the most recent fiscal
years is as follows:

Quarter Ended:
December 31
September 30
June 30
March 31

2003
2002
High
Low
High
Low
$43.74 $38.78 $34.85
$30.59
40.00
32.99 36.40
29.28
34.00
30.29 39.80
33.86
34.15
30.02 37.59
31.98

Form 10-K
Additional copies of the annual report on Form 10-K are
available without charge upon request to:
Investor Relations Department
Invacare Corporation
P.O. Box 4028
Elyria, OH 44035-4190
Additional Information
Requests for any additional information should be directed
to the Investor Relations Department. If you currently hold
your stock in street name and would like to receive shareholder information directly and in a more timely fashion,
please write to the Investor Relations Department.

Dividends
During 2003, the Board of Directors of Invacare Corporation
declared dividends of $.05 per Common Share and $.045
per Class B Common Share. For information regarding
limitations on the payment of dividends in the company’s
loan and note agreements, see Long Term Obligations in
the Notes to the Consolidated Financial Statements.
The Common Shares are entitled to receive cash dividends
at a rate of at least 110% of cash dividends paid on the
Class B Common Shares.

Annual Meeting of Shareholders
The Annual Meeting of Shareholders will be held at the
Lorain County Community College, Spitzer Conference
Center – Grand Room, 1005 North Abbe Road, Elyria, Ohio,
on Wednesday, May 26, 2004, at 10:00 a.m.

Dividend Reinvestment and Stock Purchase Plan
The Invacare Dividend Reinvestment and Stock Purchase
Plan provides shareholders of record with a simple and
convenient method of reinvesting cash dividends and making
optional cash investments in additional shares, without fee.

Principal Brand Names
Invacare is a registered trademark and “Yes, you can.”
and the blue medallion logo are trademarks of Invacare
Corporation. Throughout this report, you will find many of
the trademarks owned by Invacare and/or its subsidiaries
and used to designate our products around the world.

Shareholder Communications
Communications regarding shareholder accounts, dividend
checks, the Dividend Reinvestment and Stock Purchase
Plan, changes of address, transfer of ownership or lost
certificates should be directed to Invacare’s transfer agent:
National City Bank Corporate Trust Operations
P.O. Box 92301
Cleveland, Ohio 44193-0900
Phone: 800-622-6757
email: shareholder.inquiries@nationalcity.com

Number of Shareholders
The number of record holders of the company’s Common
Shares and Class B Common Shares as of February 27,
2004, was 5,107 and 29, respectively.
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www.invacare.com
This Summary Annual Report contains forward-looking statements within the meaning of the “Safe Harbor” provisions of the Private Securities Litigation Reform Act of 1995. Terms
such as “will,” “should,” “plan,” “intend,” “expect,” “continue,” “believe,” “anticipate” and “seek,” as well as similar comments, are forward-looking in nature. Actual results and
events may differ significantly from those expressed or anticipated as a result of risks and uncertainties which include, but are not limited to, the following: pricing pressures, the
success of the Company’s ongoing efforts to reduce cost, increasing raw material costs, the consolidations of health care customers and competitors, government reimbursement
issues (including those that affect the sales of and margins on product, along with the viability of customers), the ability to design, manufacture, distribute and achieve market
acceptance of new products with higher functionality and lower costs, the effect of offering customers competitive financing terms, Invacare's ability to successfully identify,
acquire and integrate strategic acquisition candidates, the difficulties in managing and operating businesses in many different foreign jurisdictions, the timely completion of facility
consolidations, the vagaries of any litigation or regulatory investigations that the Company may be or become involved in at any time, the difficulties in acquiring and maintaining a
proprietary intellectual property ownership position, the overall economic, market and industry growth conditions (including the impact that acts of terrorism may have on such
growth conditions), foreign currency and interest rate risks, Invacare’s ability to improve financing terms and reduce working capital, as well as the risks described from time to
time in Invacare’s reports as filed with the Securities and Exchange Commission. We undertake no obligation to review or update these forward-looking statements or other
information contained herein.

Invacare Corporation
One Invacare Way
Elyria, OH 44035
800.333.6900
www.invacare.com

“Invacare, says, ‘Yes, you can™,’
and I couldn’t have said it better myself.”

