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The number of shares outstanding of the issuer's common stock is 103.0 million shares, net of treasury stock as of
October 26, 2016.
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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL INFORMATION
LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(in millions)

(unaudited)

September 30, December 31,

2016 2015
ASSETS
Current assets:
Cash and cash equivalents $ 567.6 $ 716.4
Accounts receivable, net of
allowance for doubtful
accounts of $250.8 and
$217.0 at September 30, 1,346.6 1,217.9
2016 and December 31,
2015, respectively
Unbilled services 216.3 156.6
Supplies inventories 198.8 191.0
Prepaid expenses and other 325.6 339.3
Total current assets 2,654.9 2,621.2
Property, plant and 1,730.6 1,747.4
equipment, net
Goodwill, net 6,389.0 6,166.3
Intangible assets, net 3,457.2 3,332.4
Joint venture partnerships
and equity method 60.4 58.2
investments
Deferred income tax assets 1.9 2.3
Other assets, net 189.0 150.0
Total assets $ 14,483.0 $ 14,077.8
LIABILITIES AND
SHAREHOLDERS’
EQUITY
Current liabilities:
Accounts payable $ 454.8 $ 497.4
Accrued expenses and other 589.7 633.1
Unearned revenue 169.5 146.1
Short-term borrowings and
current portion of long-term 698.2 423.9
debt
Total current liabilities 1,912.2 1,700.5
Long-term debt, less current 5.473.2 5.940.3

portion
1,227.9 1,235.0
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Deferred income taxes and

other tax liabilities

Other liabilities 330.7 323.1
Total liabilities 8,944.0 9,198.9
Commitments and

contingent liabilities

Noncontrolling interest 15.6 14.9
Shareholders’ equity:

Common stock, 102.8 and

101.3 shares outstanding at

September 30, 2016 and 12.1 12.0
December 31, 2015,

respectively

Additional paid-in capital ~ 2,130.3 1,974.5
Retained earnings 4,770.7 4,223.0

Less common stock held in

(1,011.7 ) (978.1
treasury
Accumulatgd other (378.0 ) (367.4
comprehensive loss
Total shareholders’ equity 5,523.4 4,864.0
Total liabilities and $ 14.483.0 $ 14.077.8

shareholders’ equity
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in millions, except per share data)
(unaudited)

Net revenue
Reimbursable out-of-pocket expenses
Total revenues

Net cost of revenues

Reimbursable out-of-pocket expenses

Total cost of revenues

Gross profit

Selling, general and administrative expenses
Amortization of intangibles and other assets
Restructuring and other special charges
Operating income

Other income (expenses):

Interest expense

Equity method income, net

Investment income

Other, net

Earnings before income taxes

Provision for income taxes

Net earnings

Less: Net earnings attributable to the noncontrolling interest
Net earnings attributable to Laboratory Corporation of America Holdings

Basic earnings per common share
Diluted earnings per common share

Three Months Ended Nine Months Ended
September 30, September 30,

2016 2015 2016 2015
$2,372.7 $2,269.9 $7,049.9 $6,260.9
42.0 47.4 163.5 118.7
24147 23173 17,2134 6,379.6

1,584.3 1,505.0 4,657.4 4,098.2
42.0 474 163.5 118.7
1,626.3 1,5524 4,8209 42169
788.4 764.9 2,392.5 2,162.7
400.5 385.6 1,2242  1,221.9
41.1 449 130.7 120.6
22.8 26.3 48.6 59.9
324.0 308.1 989.0 760.3

(582 ) (559 ) (1662 ) (218.1 )
2.6 2.0 59 7.6

0.6 0.5 1.5 14

(5.6 ) 3.2 ) (1.3 ) 4.4 )
263.4 251.5 828.9 546.8
83.6 96.5 280.3 218.3
179.8 155.0 548.6 328.5
0.3 ) (0.3 ) (0.9 ) (0.9 )
$179.5  $154.7  $547.77  $327.6

$1.74 $1.53 $5.36 $3.35
$1.71 $1.50 $5.25 $3.29

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE EARNINGS

(in millions)
(unaudited)

Net earnings

Foreign currency translation adjustments

Net benefit plan adjustments

Other comprehensive (loss) income before tax
Provision for income tax related to items of other comprehensive earnings

Other comprehensive loss, net of tax
Comprehensive earnings (loss)

Less: Net earnings attributable to the noncontrolling interest
Comprehensive earnings (loss) attributable to Laboratory Corporation of America

Holdings

Three Months Nine Months
Ended Ended
September 30, September 30,
2016 2015 2016 2015
$179.8 $155.0 $548.6 $328.5
274 ) (207.5) 11.7 (344.7)
(1.6 ) — 05 )14
29.0 ) (207.5) 11.2 (343.3)
8.3 34.0 (21.8 ) 74.0
(20.7 ) (173.5) (10.6 ) (269.3)
159.1 (18.5 ) 538.0 59.2
03 H©3 )@O9 )9 )

$158.8 $(18.8) $537.1 $58.3

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN
SHAREHOLDERS’ EQUITY

(in millions)

(unaudited)
Additional . Accumulated . \.)
Common_, . .. Retained Treasury Other ,
Paid-in . . Shareholders
Stock . Earnings Stock ComprehensweE .
Capital Loss quity
BALANCE AT DECEMBER 31, 2014 $104 $— $3,786.1 $(965.5 ) $ (10.5 ) $2,820.5
Net earnings attributable to Laboratory
Corporation of America Holdings o o 3276 — o 3276
Other comprehensive loss, net of tax — — — — (269.3 ) (269.3 )
Issugnce qf common stock for acquisition 15 17610 — o . 1.762.5
consideration
Issuance of common stock under employee 01 288 o . . 28.9
stock plans
Surrender of restricted stock and performance . . (10.8 ) — (10.8 )
share awards
Stock compensation — 77.7 — — — 77.7
Income tax benefit from stock options exercised— 10.1 — — — 10.1
BALANCE AT SEPTEMBER 30, 2015 $12.0 $1937.6 $4,113.7 $(9763 ) $ (2798 ) $4,807.2
BALANCE AT DECEMBER 31, 2015 $12.0 $1,9745 $4,223.0 $(978.1 ) $ (3674 ) $4,864.0
Net earnings attributable to Laboratory
Corporation of America Holdings o o 1T — o 417
Other comprehensive loss, net of tax — — — — (10.6 ) (10.6 )
Issuance of common stock under employee 01 673 o L o 674
stock plans
Surrender of restricted stock and performance o o (33.6 ) — (33.6 )
share awards
Conversion of zero-coupon convertible debt ~ — 6.6 — — — 6.6
Stock compensation — 81.9 — — — 81.9
BALANCE AT SEPTEMBER 30, 2016 $12.1 $2,130.3 $4,770.7 $(1,011.7) $ (3780 ) $5,523.4

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)

(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net earnings

Adjustments to reconcile net earnings to net cash provided by operating activities:
Depreciation and amortization

Stock compensation

(Gain)/loss on sale of assets

Accrued interest on zero-coupon subordinated notes
Cumulative earnings less than (in excess of) distributions from equity method investments
Asset impairment

Deferred income taxes

Change in assets and liabilities (net of effects of acquisitions):
Increase in accounts receivable (net)

Increase in unbilled services

(Increase) decrease in supplies inventories

(Increase) decrease in prepaid expenses and other
Decrease in accounts payable

Increase in unearned revenue

Decrease in accrued expenses and other

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures

Proceeds from sale of assets

Proceeds from sale of investment

Investments in equity affiliates

Acquisition of businesses, net of cash acquired

Net cash used for investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from senior note offerings

Proceeds from term loan

Payments on term loan

Proceeds from revolving credit facilities

Payments on revolving credit facilities

Proceeds from bridge loan

Payments on bridge loan

Payments on senior notes

Payments on zero-coupon subordinated notes
Payment of debt issuance costs

Noncontrolling interest distributions

Deferred acquisition costs

Payments on long-term lease obligations

Nine Months
Ended September
30,

2016 2015

$548.6 $328.5

3689 3395
81.9 77.7
23 )29

1.3 1.5
0.4 1.8 )
— 14.8
52 (16.0 )

(109.2) (89.9 )
(59.7 ) (23.0 )
48 )96
(19.5 ) 235
(563 ) (243 )
234 1.7
(509 ) 469 )
727.0 597.8

(204.6 ) (170.7 )
23.9 0.5
13.5 8.0
12.1 ) (114 )
(396.8 ) (3,692.7
(576.1 ) (3,866.3

— 2,900.0
— 1,000.0
— (285.0)
— 60.0

— (60.0 )
— 400.0
— (400.0 )
(325.0) (250.0)
315 ) —

— (36.7 )
a7 ) —

49 )H)@O1 )
6.0 )@B3 )
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Excess tax benefits from stock based compensation — 10.1
Net proceeds from issuance of stock to employees 67.4 89.2
Net cash (used for) provided by financing activities (301.7 ) 3,424.2
Effect of exchange rate changes on cash and cash equivalents 2.0 (22.7 )
Net (decrease) increase in cash and cash equivalents (148.8 ) 133.0
Cash and cash equivalents at beginning of period 716.4  580.0
Cash and cash equivalents at end of period $567.6 $713.0

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(dollars and shares in millions, except per share data)

1. BASIS OF FINANCIAL STATEMENT PRESENTATION

Laboratory Corporation of America Holdings together with its subsidiaries (the Company) is the world’s leading
healthcare diagnostics company, providing comprehensive clinical laboratory services and end-to-end drug
development support. The Company’s strategic vision is to improve health and improve lives by delivering world class
diagnostic solutions, bringing innovative medicines to patients faster, and changing the way care is provided through
the deployment of technology-enabled solutions. The Company serves managed care organizations (MCOs),
biopharmaceutical companies, governmental agencies, physicians, hospitals and health systems, employers, patients
and consumers, food and nutritional companies and independent clinical laboratories. The Company believes that it
generated more revenue from laboratory testing than any other company in the world in 2015.

The Company reports its business in two segments, LabCorp Diagnostics (LCD) and Covance Drug Development
(CDD). For further financial information about these segments, see Note 14 (Business Segment Information). During
the three months ended September 30, 2016, LCD and CDD contributed 70.5% and 29.5%, respectively, of net
revenues to the Company. During the nine months ended September 30, 2016, LCD and CDD contributed 69.8% and
30.2%, respectively, of net revenues to the Company.

The condensed consolidated financial statements include the accounts of the Company and its majority-owned
subsidiaries for which it exercises control. Long-term investments in affiliated companies in which the Company
exercises significant influence, but which it does not control, are accounted for using the equity method. Investments
in which the Company does not exercise significant influence (generally, when the Company has an investment of less
than 20% and no representation on the investee's board of directors) are accounted for using the cost method. All
significant inter-company transactions and accounts have been eliminated. The Company does not have any variable
interest entities or special purpose entities whose financial results are not included in the condensed consolidated
financial statements.

The financial statements of the Company's operating foreign subsidiaries are measured using the local currency as the
functional currency. Assets and liabilities are translated at exchange rates as of the balance sheet date. Revenues and
expenses are translated at average monthly exchange rates prevailing during the period. Resulting translation
adjustments are included in “accumulated other comprehensive income.”

The accompanying condensed consolidated financial statements of the Company are unaudited. In the opinion of
management, all adjustments necessary for a fair statement of results of operations, cash flows and financial position
have been made. Except as otherwise disclosed, all such adjustments are of a normal recurring nature. Interim results
are not necessarily indicative of results for a full year. The year-end condensed consolidated balance sheet data was
derived from audited financial statements but does not include all disclosures required by generally accepted
accounting principles (GAAP).

The condensed consolidated financial statements and notes are presented in accordance with the rules and regulations
of the Securities and Exchange Commission and do not contain certain information included in the Company’s 2015
Annual Report on Form 10-K, as amended. Therefore, the interim statements should be read in conjunction with the
consolidated financial statements and notes thereto contained in the Company’s Annual Report.

New Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (FASB) issued the converged standard on revenue
recognition with the objective of providing a single, comprehensive model for all contracts with customers to improve
comparability in the financial statements of companies reporting using International Financial Reporting Standards
and GAAP. The standard contains principles that an entity must apply to determine the measurement of revenue and
timing of when it is recognized. The underlying principle is that an entity must recognize revenue to depict the
transfer of goods or services to customers at an amount that the entity expects to be entitled to in exchange for those
goods or services. An entity can apply the revenue standard retrospectively to each prior reporting period presented

11
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(full retrospective method) or retrospectively with the cumulative effect of initially applying the standard recognized
at the date of initial application in retained earnings. As originally issued, the new revenue recognition standard would
be effective for the Company beginning January 1, 2017. On July 9, 2015, the FASB approved the proposal to defer
the effective date of this standard by one year. The standard will be effective for the Company beginning January 1,
2018, with early adoption permitted for annual periods beginning after December 16, 2016. The Company plans to
adopt using the full retrospective method and is currently evaluating the expected impact of the standard.

In August 2014, the FASB issued a new accounting standard that explicitly requires management to assess an entity's
ability to continue as a going concern, and to provide related financial statement footnote disclosures in certain
circumstances. Under this standard, in connection with each annual and interim period, management must assess
whether there is substantial doubt about an entity's ability to continue as a going concern within one year after the
financial statements are issued (or available to be issued

7
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LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(dollars and shares in millions, except per share data)

when applicable). Management shall consider relevant conditions and events that are known and reasonably knowable
at such issuance date. Substantial doubt about an entity's ability to continue as a going concern exists if it is probable
that the entity will be unable to meet its obligations as they become due within one year after issuance date.
Disclosures will be required if conditions or events give rise to substantial doubt. This standard is effective for the
Company for interim periods within annual periods ending after December 15, 2016, with early adoption permitted.
The adoption of this standard is not expected to have a material impact on the consolidated financial statements.

In November 2015, the FASB issued a new accounting standard that requires deferred tax liabilities and assets to be
classified as noncurrent on the consolidated balance sheet. The Company early adopted this standard on a
full-retrospective basis as of March 31, 2016. The adoption of this standard did not have a material impact on the
consolidated financial statements.

In January 2016, the FASB issued a new accounting standard that addresses certain aspects of recognition,
measurement, presentation and disclosure of financial instruments. A financial instrument is defined as cash, evidence
of ownership interest in a company or other entity, or a contract that both: (i) imposes on one entity a contractual
obligation either to deliver cash or another financial instrument to a second entity or to exchange other financial
instruments on potentially unfavorable terms with the second entity and (ii) conveys to that second entity a contractual
right either to receive cash or another financial instrument from the first entity or to exchange other financial
instruments on potentially favorable terms with the first entity. The standard will be effective for the Company
beginning January 1, 2018, with early adoption permitted. The Company is evaluating the impact that this new
standard will have on the consolidated financial statements.

In February 2016, the FASB issued a new accounting standard that sets out the principles for the recognition,
measurement, presentation and disclosure of leases for both parties to a contract (i.e., lessees and lessors). The new
standard requires lessees to apply a dual approach, classifying leases as either finance or operating leases based on the
principle of whether or not the lease is effectively a financed purchase by the lessee. This classification will determine
whether lease expense is recognized based on an effective interest method or on a straight-line basis over the term of
the lease. A lessee is also required to record a right-of-use asset and a lease liability for all leases with a term of
greater than 12 months regardless of their classification. Leases with a term of 12 months or less will be accounted for
based on guidance similar to current guidance for operating leases. The new standard requires lessors to account for
leases using an approach that is substantially equivalent to existing guidance for sales-type leases, direct financing
leases and operating leases. The standard is effective on January 1, 2019, with early adoption permitted. The Company
is evaluating the impact that this new standard will have on the consolidated financial statements.

In March 2016, the FASB issued a new accounting standard intended to simplify aspects of share-based payment
accounting. The standard changes how companies account for certain aspects of share-based payment awards to
employees, including the accounting for income taxes, forfeitures, and statutory tax withholding requirements, as well
as the classification of related matters in the statement of cash flows. The update is effective on January 1, 2017, with
early adoption permitted. The Company early adopted this standard in the quarter ended September 30, 2016. As a
result of the adoption, a tax benefit of $13.4 was recorded for the nine months ended September 30, 2016, $3.6 of
which related to the three months ended September 30, 2016. In addition, excess income tax benefits from share-based
payment awards are classified as an operating activity under this standard. Excess tax benefits related to the settlement
of share-based payments of $10.5 have been reclassified from financing activities to operating activities for the six
months ended June 30, 2016. Weighted average diluted shares for the three months ended March 31, 2016 and June
30, 2016 increased by 0.2 and 0.3, respectively, due to the adoption of this standard.

In March 2016, the FASB issued a new accounting standard intended to simplify aspects of the equity method of
accounting. The standard eliminates the requirement that when an investment qualifies for use of the equity method of
accounting as a result of an increase in the level of ownership interest or degree of influence, an investor must adjust
the investment, results of operations, and retained earnings retroactively on a step-by-step basis as if the equity

13
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method had been in effect during all previous periods that the investment had been held. The standard requires that the
equity method investor add the cost of acquiring the additional interest in the investee to the current basis of the
investor’s previously held interest and adopt the equity method of accounting as of the date the investment becomes
qualified for equity method accounting. Therefore, upon qualifying for the equity method of accounting, no
retroactive adjustment of the investment is required. The update is effective on January 1, 2017, with early adoption
permitted. The adoption of this standard is not expected to have a material impact on the consolidated financial
statements.

In June 2016, the FASB issued a new accounting standard intended to provide financial statement users with more
decision-useful information about expected credit losses and other commitments to extend credit held by the reporting
entity. The standard replaces the incurred loss impairment methodology in current GAAP with one that reflects
expected credit losses and requires consideration of a broader range of reasonable and supportable information to
inform credit loss estimates. The update is effective on January 1, 2020, with early adoption permitted. The Company
is currently evaluating this new standard and the impact it will have on the consolidated financial statements.

8
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LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(dollars and shares in millions, except per share data)

In August 2016, the FASB issued a new accounting standard that will make eight targeted changes to how cash
receipts and cash payments are presented and classified in the statement of cash flows. This update is effective on
January 1, 2018, and will require adoption on a retrospective basis. The Company is currently evaluating the impact
the application of this new standard will have on the Company’s consolidated financial statements.

Reclassifications

The Company has reclassified debt issuance costs from prepaid expenses and other assets, net to direct deductions
from the associated debt liability in the December 31, 2015 consolidated balance sheet in accordance with the
implementation of an FASB standard update that the company adopted as of January 1, 2016.

In addition, the Company has reclassified short-term deferred tax assets and short-term deferred tax liabilities to net
long-term deferred tax assets and net long-term deferred tax liabilities by jurisdiction, respectively, in the December
31, 2015 consolidated balance sheet in accordance with the implementation of an FASB standard update that the
Company adopted as of January 1, 2016.

During the quarter, the Company changed its financial statement classification for certain gross receipts taxes,
removing these taxes from its provision for income taxes and moving this expense into selling, general and
administrative expenses. This change in presentation has been made for all periods presented.

As a result of the early adoption of the accounting standard update associated with simplifying several aspects of
share-based compensation, certain reclassifications have been made to prior period financial statements to conform
with the current period presentation. For further details regarding the impact of the new standard, see New Accounting
Pronouncements.

2.BUSINESS ACQUISITIONS

The Company completed the acquisition of Sequenom, Inc., a market leader in non-invasive prenatal testing, women's
health and reproductive genetics on September 7, 2016 through a cash tender offer for $2.40 per share, or a transaction
price of $249.1, net of cash received, and acquired $130.0 of debt. The allocation of purchase price for Sequenom, Inc.
is preliminary and subject to change. The primary areas of the purchase price that are not yet finalized are related to
certain income tax items, intangible assets, working capital adjustments, amortization lives and residual goodwill.
This acquisition is not considered material for purposes of the disclosure of proforma information. During the nine
months ended September 30, 2016, the Company acquired various other laboratories and related assets for
approximately $147.7 in cash (net of cash acquired).

The purchase consideration for these acquisitions has been allocated to the estimated fair market value of the net
assets acquired, including approximately $212.4 in identifiable intangible assets (primarily customer relationships,
technology and trade names) and a residual amount of goodwill of approximately $292.2. These acquisitions extend
the Company's geographic reach in important market areas and/or enhance the Company's scientific differentiation
and testing capabilities.

On October 6, 2016, the Company also completed the acquisition of Center for Disease Detection for total
consideration of $115.0.

The Company completed the acquisition of Covance Inc. (Acquisition) for $6,150.7 on February 19, 2015
(Acquisition Date). The Company finalized its purchase price allocation during the measurement period. The facts and
circumstances that existed at the date of the Acquisition, if known, would have affected the measurement of the
amounts recognized at that date. In accordance with ASC 805, Business Combinations, measurement period
adjustments are not included in current earnings, but recognized as of the date of the acquisition with a corresponding
adjustment to goodwill resulting from the change in preliminary amounts. As a result, the Company adjusted the
preliminary allocation of the purchase price initially recorded at the Acquisition Date to reflect these measurement
period adjustments.

During the quarter ended September 30, 2016, the Company revised the final purchase price allocation for Covance
Inc. as disclosed in the first quarter. As a result, an out of period adjustment of $25.6 was recorded to reduce goodwill
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and increase a deferred tax asset, which is included in the deferred taxes and other tax liabilities line item. The
Company concluded that the impact was not material to the current or prior periods.

3. EARNINGS PER SHARE

Basic earnings per share is computed by dividing net earnings attributable to Laboratory Corporation of America
Holdings by the weighted average number of common shares outstanding. Diluted earnings per share is computed by
dividing net earnings including the impact of dilutive adjustments by the weighted average number of common shares
outstanding plus potentially dilutive shares, as if they had been issued at the earlier of the date of issuance or the
beginning of the period presented. Potentially

9

16



Edgar Filing: LABORATORY CORP OF AMERICA HOLDINGS - Form 10-Q

INDEX

LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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dilutive common shares result primarily from the Company’s outstanding stock options, restricted stock awards,
restricted stock units, performance share awards, and shares issuable upon conversion of zero-coupon subordinated
notes.

The following represents a reconciliation of basic earnings per share to diluted earnings per share:

Three Months Ended September 30, Nine Months Ended September 30,
2016 2015 2016 2015
Per Per Per Per
EarningShares Share EarningShares Share EarningShares Share EarningSharesShare
Amount Amount Amount Amount
Basic earnings per share:
Net earnings $179.5 1029 $1.74 $154.7 101.1 $1.53 $547.7 102.3 $5.36 $327.6 979 $3.35
Dilutive effect of
employee stock options — 1.5 — 1.2 — 1.4 1.2
and awards
Effect of convertible debt— 0.5 — 0.6 — 0.5 0.6
Diluted earnings per
share:
Net earnings including
impact of dilutive $179.5 1049 $1.71 $154.7 1029 $1.50 $547.7 1042 $5.25 $327.6 99.7 $3.29
adjustments

The following table summarizes the potential common shares not included in the computation of diluted earnings per
share because their impact would have been antidilutive:

Three Nine

Months Months

Ended Ended

September September

30, 30,

200015 200015
Stock options —O0.1 —0.1
4. RESTRUCTURING AND OTHER SPECIAL CHARGES
During the first nine months of 2016, the Company recorded net restructuring and other special charges of $48.6; $9.7
within LCD and $38.9 within CDD. The charges were comprised of $23.1 related to severance and other personnel
costs along with $30.7 in costs associated with facility closures. A substantial portion of these costs relate to the
planned closure of duplicative data center operations and other facilities. The Company reversed previously
established reserves of $2.4 in unused severance reserves primarily as the result of selling one of its minimum volume
service contract facilities to a third party and $2.8 for costs related to unused facilities. The Company incurred
additional legal and other costs of $4.0 relating to the wind down of its minimum volume service contract operations
and incurred $7.4 in acquisition fees and expenses. The Company also recorded $5.5 in consulting expenses relating
to fees incurred as part of its Acquisition integration costs and compensation analysis, along with $2.3 in short-term
equity retention arrangements relating to the Acquisition and $7.4 of accelerated equity compensation and other final
compensation relating to executive transition (all recorded in selling, general and administrative expenses). In
addition, the Company incurred $8.1 of non-capitalized costs associated with the implementation of a major system as
part of its LaunchPad business process improvement initiative. In conjunction with certain international legal entity
tax structuring, the Company recorded a one-time tax liability of $1.1. The Company also incurred $5.6 of interest
expense relating to the early retirement of subsidiary indebtedness assumed as part of its recent acquisition of
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Sequenom.

On September 23, 2016, the Company entered into agreements to sell a site and certain moveable assets associated
with the wind down of its minimum volume service contract operations subject to certain conditions. The sale is
expected to be completed in the fourth quarter. The assets involved had previously been fully written down upon the
closure of the site and the anticipated gain is not significant.

During the first nine months of 2015, the Company recorded net restructuring and other special charges of $59.9. The
charges were comprised of $33.8 related to severance and other personnel costs along with $27.1 in costs associated
with facility closures and impairment of certain technology assets. These charges were partially offset by the reversal
of previously established reserves of $1.0 in unused facility-related costs.

In addition, during the nine months ended September 30, 2015, the Company recorded $17.0 in consulting expenses
(recorded in selling, general and administrative expenses) relating to fees incurred as part of LaunchPad. The
Company also recorded $166.0 of deal costs related to the Acquisition, of which $113.4 is included in selling, general
and administrative expenses and $52.6 is included in interest expense. During the third quarter of 2015, the Company
also recorded a non-cash loss of $2.3, upon the dissolution of one of its equity investments, which is included in other,
net expenses. The Company also recorded $15.1 in consulting expenses relating to fees as part of its LaunchPad
business process improvement initiative as well as Covance integration costs,

10
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along with $4.3 in short-term equity retention arrangements relating to the Acquisition (all recorded in selling, general
and administrative expenses).
The following represents the Company’s restructuring reserve activities for the period indicated:

LCD CDD

Severdmzse Severalasase

and and and and

OtherOther Other Other Total

Empldiamlity Employescility

CostsCosts  Costs Costs

Balance as of December 31, 2015 $0.1 $26.5 $51.5 $1.1  $79.2
Restructuring charges 114 0.7 11.7 30.0 53.8
Reduction of prior restructuring accruals — (2.3 ) (24 )05 ) 5.2 )
Cash payments and other adjustments (5.7 )(9.5 ) (20.7 )3.7 (32.2)
Balance as of September 30, 2016 $5.8 $15.4 $40.1 $34.3 $95.6
Current $59.9
Non-current 35.7
$95.6

5. GOODWILL AND INTANGIBLE ASSETS
The changes in the carrying amount of goodwill for the nine-month period ended September 30, 2016 and for the year
ended December 31, 2015 are as follows:

LCD CDD Total
Septembet®@ember 31, September B@cember 31, September B@cember 31,
2016 2015 2016 2015 2016 2015
Balance as of January 1 $3,201.7 $2,988.9 $2,964.6 $110.5 $6,166.3 $ 3,099.4
Goodwill acquired during the period 292.8 225.6 — 2,969.0 292.8 3,194.6
Adjustments to goodwill 47.4 (12.8 ) (117.5 ) (114.9 ) (70.1 ) (127.7 )
Balance at end of period $3,541.9 $ 3,201.7 $2,847.1 $2,964.6 $6,389.0 $6,166.3
The components of identifiable intangible assets are as follows:
September 30, 2016 December 31, 2015
Gross' Accumulated Gross. Accumulated
Carrying o e Carrying o
Amortization Amortization
Amount Amount
Customer relationships $3,257.9 $(824.3 ) $2,433.6 $3,137.8 $(725.6 ) $2,412.2
Patents, licenses and technology 412.9 (158.8 ) 254.1 309.6 (144.7 ) 164.9
Non-compete agreements 51.9 (40.8 ) 11.1 51.2 (37.2 ) 14.0
Trade names 409.6 (135.3 ) 274.3 400.9 (115.5 ) 285.4
Land use right 10.0 (1.1 ) 8.9 5.5 0.6 ) 4.9
Canadian licenses 475.2 — 475.2 451.0 — 451.0

$4,617.5 $(1,160.3 ) $3,457.2 $4,356.0 $(1,023.6 ) $3,332.4
Amortization of intangible assets for the three-month and nine-month periods ended September 30, 2016 was $41.1
and $130.7, respectively; and $44.9 and $120.6 for the three-month and nine-month periods ended September 30,
2015, respectively. Amortization expense for the net carrying amount of intangible assets is estimated to be $39.2 for
the remainder of fiscal 2016, $172.3 in fiscal 2017, $159.4 in fiscal 2018, $151.9 in fiscal 2019, $145.4 in fiscal 2020
and $2,053.8 thereafter.
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6. DEBT

Short-term borrowings and the current portion of long-term debt at September 30, 2016 and December 31, 2015
consisted of the following:

11
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September 30, December 31,

2016 2015
Zero-coupon convertible subordinated notes $ 643 $ 945
3.125% senior notes due 2016 — 325.0
2.20% senior notes due 2017 500.0 —
5.00% senior notes due 2017 and 2018 130.0 —
Debt issuance costs 3.4 ) (1.0 )
Current portion of capital leases 7.3 54
Total short-term borrowings and current portion of long-term debt $ 698.2 $ 4239

Long-term debt at September 30, 2016 and December 31, 2015 consisted of the following:
September December 31,
30,2016 2015

2.20% senior notes due 2017 $— $ 500.0
2.50% senior notes due 2018 400.0 400.0
4.625% senior notes due 2020 640.5 621.6
2.625% senior notes due 2020 500.0 500.0
3.75% senior notes due 2022 500.0 500.0
3.20% senior notes due 2022 500.0 500.0
4.00% senior notes due 2023  300.0 300.0
3.60% senior notes due 2025 1,000.0 1,000.0
4.70% senior notes due 2045 900.0 900.0
Term loan 715.0 715.0
Debt issuance costs (44.8 ) (51.8 )
Capital leases 62.5 55.5
Total long-term debt $5,473.2 $5,940.3

Senior Notes

As aresult of the Acquisition, the Company assumed privately placed senior notes in an aggregate principal amount of
$250.0 issued by Covance pursuant to a Note Purchase Agreement dated October 2, 2013. On March 5, 2015, the
Company caused Covance to prepay all of the outstanding Senior Notes at 100% of the principal amount plus accrued
interest, and a total make-whole amount of $37.4, which was expensed. The Note Purchase Agreement terminated
effective March 5, 2015 in connection with the prepayment of the Senior Notes.

On September 30, 2016, the Company announced the successful completion of the consent solicitations for the 5.00%
convertible senior notes due 2017 and 2018, totaling $130.0, assumed as part of the recent acquisition of Sequenom.
On October 20, 2016, the Company retired $129.9 of these outstanding notes, and paid an additional $5.6 relating to
the early retirement of the subsidiary indebtedness (recorded as interest expense in the Condensed Consolidated
Statement of Operations).

During the third quarter of 2013, the Company entered into two fixed-to-variable interest rate swap agreements for its
4.625% senior notes due 2020 with an aggregate notional amount of $600.0 and variable interest rates based on
one-month LIBOR plus 2.298% to hedge against changes in the fair value of a portion of the Company's long-term
debt. These derivative financial instruments are accounted for as fair value hedges of the senior notes due 2020. These
interest rate swaps are included in other long-term assets and added to the value of the senior notes, with an aggregate
fair value of $40.5 at September 30, 2016 and $21.6 at December 31, 2015.

Zero-Coupon Subordinated Notes

On September 12, 2016, the Company announced that for the period from September 12, 2016 to March 10, 2017, the
zero-coupon subordinated notes will accrue contingent cash interest at a rate of no less than 0.125% of the average
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market price of a zero-coupon subordinated note for the five trading days ended September 9, 2016, in addition to the
continued accrual of the original issue discount.

During the nine months ended September 30, 2016, the Company settled notices to convert $34.9 aggregate principal
amount at maturity of its zero-coupon subordinated notes with a conversion value of $62.9. The total cash used for
these settlements was $31.5 and the Company also issued 0.2 in additional shares of common stock. As a result of
these conversions, the Company also reversed deferred tax liabilities of $6.6.

On October 3, 2016, the Company announced that its zero-coupon subordinated notes may be converted into cash and
common stock at the conversion rate of 13.4108 per $1,000.0 principal amount at maturity of the notes, subject to the
terms of the zero-

12
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coupon subordinated notes and the indenture dated as of October 24, 2006 between the Company and The Bank of
New York Mellon as trustee and the conversion agent. In order to exercise the option to convert all or a portion of the
zero-coupon subordinated notes, holders are required to validly surrender their zero-coupon subordinated notes at any
time during the calendar quarter beginning October 1, 2016 through the close of business on the last business day of
the calendar quarter, which is 5:00 p.m., New York City time, on Friday, December 30, 2016. If notices of conversion
are received, the Company plans to settle the cash portion of the conversion obligation with cash on hand and/or
borrowings under the revolving credit facility.

Credit Facilities

As part of its financing of the Acquisition, the Company entered into a $1,000.0 term loan. The term loan credit
facility, amended on July 13, 2016, will mature five years after the closing date of the Acquisition and may be prepaid
without penalty. The term loan balance at September 30, 2016 was $715.0 and at December 31, 2015 was $715.0.

On December 19, 2014, the Company entered into an amendment and restatement of its existing senior revolving
credit facility, which was originally entered into on December 21, 2011. The senior revolving credit facility consists
of a five-year revolving facility in the principal amount of up to $1,000.0, with the option of increasing the facility by
up to an additional $250.0, subject to the agreement of one or more new or existing lenders to provide such additional
amounts and certain other customary conditions. The revolving credit facility also provides for a subfacility of up to
$100.0 for swing line borrowings and a subfacility of up to $125.0 for issuances of letters of credit. The revolving
credit facility is permitted to be used for general corporate purposes, including working capital, capital expenditures,
funding of share repurchases and certain other payments, and acquisitions and other investments. There was no
outstanding balance on the Company's revolving credit facility at September 30, 2016 or December 31, 2015.

On January 30, 2015, the Company issued $2,900.0 in debt securities consisting of $500.0 aggregate principal amount
of 2.625% senior notes due 2020, $500.0 aggregate principal amount of 3.20% senior notes due 2022, $1,000.0
aggregate principal amount of 3.60% senior notes due 2025 and $900.0 aggregate principal amount of 4.70% senior
notes due 2045 (together, the Acquisition Notes). Net proceeds from the offering of the Acquisition Notes were
$2,870.2 after deducting underwriting discounts and other expenses of the offering. Net proceeds were used to pay a
portion of the cash consideration and the fees and expenses in connection with the Acquisition.

On February 13, 2015, the Company entered into a 60-day cash bridge term loan credit facility in the principal amount
of $400.0 for the purpose of financing a portion of the cash consideration and the fees and expenses in connection
with the Acquisition. The 60-day cash bridge term loan credit facility was advanced in full on February 19, 2015, the
date of the Company’s completion of the Acquisition. On March 16, 2015, the Company elected to prepay the bridge
facility without penalty.

Under the term loan facility and the revolving credit facility, the Company is subject to negative covenants limiting
subsidiary indebtedness and certain other covenants typical for investment grade-rated borrowers, and the Company is
required to maintain a leverage ratio that declines over time. From and after the Acquisition Date, the leverage ratio
must not have been greater than 4.75 to 1.0 with respect to the last day of each of the first four fiscal quarters ending
on or after the closing date, must be no greater than 4.25 to 1.0 with respect to the last day of each of the fifth through
eighth fiscal quarters ending after the closing date, and must be no greater than 3.75 to 1.0 with respect to the last day
of each fiscal quarter ending thereafter. The Company was in compliance with all covenants in the term loan facility
and the revolving credit facility at September 30, 2016. As of September 30, 2016, the ratio of total debt to
consolidated trailing 12-month EBITDA was 3.3 to 1.0.

The term loan credit facility accrues interest at a per annum rate equal to, at the Company’s election, either a LIBOR
rate plus a margin ranging from 1.125% to 2.00%, or a base rate determined according to a prime rate or federal funds
rate plus a margin ranging from 0.125% to 1.00%. Advances under the revolving credit facility will accrue interest at
a per annum rate equal to, at the Company’s election, either a LIBOR rate plus a margin ranging from 1.00% to 1.60%,
or a base rate determined according to a prime rate or federal funds rate plus a margin ranging from 0.00% to 0.60%.
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Fees are payable on outstanding letters of credit under the revolving credit facility at a per annum rate equal to the
applicable margin for LIBOR loans, and the Company is required to pay a facility fee on the aggregate commitments
under the revolving credit facility, at a per annum rate ranging from 0.125% to 0.40%. The interest margin applicable

to the credit facilities, and the facility fee and letter of credit fees payable under the revolving credit facility, are based
on the Company’s senior credit ratings as determined by Standard & Poor’s and Moody’s, which are currently BBB and
Baa2, respectively.

As of September 30, 2016, the effective interest rate on the revolving credit facility was 1.