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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

FOR THE QUARTERLY PERIOD ENDED June 30, 2015

OR

o  TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

FOR THE TRANSITION PERIOD FROM TO

Commission file number 1-16671

AMERISOURCEBERGEN CORPORATION

(Exact name of registrant as specified in its charter)
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Delaware 23-3079390
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
1300 Morris Drive, Chesterbrook, PA 19087-5594
(Address of principal executive offices) (Zip Code)

(610) 727-7000

(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject

to such filing requirements for the past 90 days. Yes X No 0

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that

the registrant was required to submit and post such files). Yes X No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company (as defined in Rule 12b-2 of the Exchange Act).

Large accelerated filer X Accelerated filer o Non-accelerated filer o Smaller reporting company o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes 0 No x

The number of shares of common stock of AmerisourceBergen Corporation outstanding as of July 31, 2015 was 216,202,116.
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PART I. FINANCIAL INFORMATION

ITEM 1. Financial Statements (Unaudited)

AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share data)

ASSETS
Current assets:
Cash and cash equivalents

Accounts receivable, less allowances for returns and doubtful accounts:

$911,727 at June 30, 2015 and $998,383 at September 30, 2014
Merchandise inventories

Prepaid expenses and other

Total current assets

Property and equipment, at cost:
Land

Buildings and improvements
Machinery, equipment and other
Total property and equipment
Less accumulated depreciation
Property and equipment, net

Goodwill and other intangible assets
Other assets

TOTAL ASSETS
LIABILITIES AND STOCKHOLDERS

Current liabilities:
Accounts payable

Accrued expenses and other
Short-term debt

Deferred income taxes
Total current liabilities

Long-term debt
Other liabilities

Stockholders equity:

EQUITY

June 30,
2015
(Unaudited)

2,555,183 $

7,596,558
9,639,961
110,332
19,902,034

39,514
405,861
1,409,023
1,854,398
(895,711)
958,687

6,115,499
357,284

27,333,504 $

19,348,994 §
633,050
7,370
1,127,877
21,117,291

3,742,781
897,808

September 30,
2014

1,808,513

6,312,883
8,593,852
84,957
16,800,205

37,538
359,037
1,295,854
1,692,429
(792,847)
899,582

3,481,744
350,652

21,532,183

15,592,834
561,863

1,095,463
17,250,160

1,995,632
329,492
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Common stock, $0.01 par value - authorized: 600,000,000 shares; issued and outstanding:
274,673,530 shares and 216,517,538 shares at June 30, 2015, respectively, and 271,126,753
shares and 221,908,650 shares at September 30, 2014, respectively

Additional paid-in capital

Retained earnings

Accumulated other comprehensive loss

Treasury stock, at cost: 58,155,992 shares at June 30, 2015 and 49,218,103 shares at
September 30, 2014

Total stockholders equity

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

See notes to consolidated financial statements.

Form 10-Q

2,747

3,902,810

879,201
(69,006)

(3,140,128)
1,575,624

27,333,504 $

2,711
2,749,185
1,570,429

(52,046)

(2,313,380)
1,956,899

21,532,183
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AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data)

Revenue $
Cost of goods sold

Gross profit

Operating expenses:

Distribution, selling, and administrative

Depreciation

Amortization

Warrants

Employee severance, litigation and other

Operating income (loss)

Other (income) loss

Interest expense, net

Loss on early retirement of debt

Income (loss) from continuing operations before
income taxes

Income taxes

Income (loss) from continuing operations

Loss from discontinued operations, net of income
taxes

Net income (loss) $

Earnings per share:
Basic earnings per share:

Continuing operations $
Discontinued operations

Rounding

Total $
Diluted earnings per share:

Continuing operations $
Discontinued operations

Total $

Weighted average common shares outstanding:
Basic
Diluted

Cash dividends declared per share of common
stock $

(Unaudited)

Three months ended

June 30,

2015

34,233,556
33,342,092
891,464

502,744
48,283
20,147

(14,900)

2,625

332,565

(1,534)
29,793

304,306
90,143
214,163

214,163

0.98

0.98
0.89

0.89

219,359
240,236

0.290

$

$

2014

30,348,154 §
29,656,150
692,004

387,611
40,880
6,454
145,040
1,142
110,877
(1,312)
20,903
32,954

58,332
71,112
(12,780)

(12,780) $

(0.06) $

(0.06) $
(0.06) $

(0.06) $

225,727
225,727

0235 $

See notes to consolidated financial statements.

Nine months ended

June 30,
2015 2014
100,491,425 $ 87,980,419
97,935,686 85,870,597
2,555,739 2,109,822
1,361,678 1,128,012
137,755 116,167
36,177 19,611
1,109,211 267,000
30,999 7,411
(120,081) 571,621
11,185 (5,692)
70,081 59,209
32,954
(201,347) 485,150
297,827 268,922
(499,174) 216,228
(7,546)
(499,174) $ 208,682
(2.27) $ 0.95
(0.03)
(0.01)
(2.27) $ 0.91
(2.27) $ 0.92
(0.03)
(2.27) $ 0.89
219,689 228,477
219,689 235,532
0.870 $ 0.705



Edgar Filing: AMERISOURCEBERGEN CORP - Form 10-Q




Edgar Filing: AMERISOURCEBERGEN CORP - Form 10-Q

Table of Contents

AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
Three months ended Nine months ended
June 30, June 30,
(in thousands) 2015 2014 2015 2014
Net income (loss) $ 214,163 $ (12,780) $ (499,174) $ 208,682
Other comprehensive income (loss):
Net change in foreign currency translation
adjustments 6,712 5,223 (20,126) (3,392)
Other (133) (87) 3,166 (503)
Total other comprehensive income (loss) 6,579 5,136 (16,960) (3,895)
Total comprehensive income (loss) $ 220,742 $ (7,644) $ (516,134) $ 204,787

See notes to consolidated financial statements.
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AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

(in thousands)

OPERATING ACTIVITIES

Net (loss) income

Loss from discontinued operations

(Loss) income from continuing operations

Adjustments to reconcile (loss) income from continuing operations to net cash provided

by operating activities:

Depreciation, including amounts charged to cost of goods sold
Amortization, including amounts charged to interest expense
(Benefit) provision for doubtful accounts

Benefit for deferred income taxes

Warrant expense

Share-based compensation

Loss on sale of business

Loss on early retirement of debt

Other

Changes in operating assets and liabilities, excluding the effects of acquisitions and
divestitures:

Accounts receivable

Merchandise inventories

Prepaid expenses and other assets

Accounts payable, accrued expenses, and income taxes

Other liabilities

Net cash provided by operating activities - continuing operations
Net cash used in operating activities - discontinued operations
NET CASH PROVIDED BY OPERATING ACTIVITIES
INVESTING ACTIVITIES

Capital expenditures

Cost of acquired companies, net of cash acquired

Cost of equity investments

Proceeds from sale of business

Other

NET CASH USED IN INVESTING ACTIVITIES
FINANCING ACTIVITIES

Long-term debt borrowings

Long-term debt repayments

Borrowings under revolving and securitization credit facilities
Repayments under revolving and securitization credit facilities
Purchases of common stock

Exercises of stock options, including excess tax benefits of $82,345 and $39,843 in fiscal

2015 and 2014, respectively
Cash dividends on common stock
Purchases of call options

Nine months ended June 30,

2015

(499,174)

(499,174)

137,870
39,943
(3,482)
(15,799)
1,109,211
46,496
9,128

(9,322)

(868,708)
(700,331)
(16,008)
3,530,780
(339)
2,760,265

2,760,265

(157,089)
(2,606,524)

17,184
1,790
(2,744,639)

1,996,390
(250,000)

75,542
(68,641)
(800,299)

178,146
(192,054)
(180,000)

2014

208,682
7,546
216,228

118,004
23214
16,626

(27,661)

267,000
32,165

32,954
(5,856)

(535,806)

(1,002,589)
29,528
1,475,627
607
640,041

(7,546)
632,495

(198,670)
(9,103)
(117,794)

6,366
(319,201)

1,097,927
(531,525)

17,584,500
(17,584,500)
(570,593)

109,694
(161,558)
(211,397)



Edgar Filing: AMERISOURCEBERGEN CORP - Form 10-Q

Debt issuance costs and other

NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES

INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at beginning of period

CASH AND CASH EQUIVALENTS AT END OF PERIOD $

See notes to consolidated financial statements.

(28,040)

731,044

746,670
1,808,513
2,555,183

(14,984)

(282,436)
30,858
1,231,006
1,261,864

10
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AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

Note 1. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying financial statements present the consolidated financial position, results of operations and cash flows of AmerisourceBergen
Corporation and its wholly owned subsidiaries (the Company ) as of the dates and for the periods indicated. All intercompany accounts and
transactions have been eliminated in consolidation.

The accompanying unaudited consolidated financial statements have been prepared in conformity with U.S. generally accepted accounting
principles ( GAAP ) for interim financial information, the instructions to Form 10-Q and Rule 10-01 of Regulation S-X. In the opinion of
management, all adjustments (consisting only of normal recurring accruals, except as otherwise disclosed herein) considered necessary to
present fairly the financial position as of June 30, 2015 and the results of operations and cash flows for the interim periods ended June 30, 2015
and 2014 have been included. Certain information and footnote disclosures normally included in financial statements presented in accordance
with U.S. GAAP, but which are not required for interim reporting purposes, have been omitted. The accompanying unaudited consolidated
financial statements should be read in conjunction with the financial statements and notes thereto included in the Company s Annual Report on
Form 10-K for the fiscal year ended September 30, 2014.

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect
amounts reported in the financial statements and accompanying notes. Actual amounts could differ from these estimated amounts.

In May 2014, the Financial Accounting Standards Board issued Accounting Standards Update No. 2014-09, Revenue from Contracts with
Customers (Topic 606) ( ASU 2014-09 ). ASU 2014-09 supersedes the revenue recognition requirements in Accounting Standards Codification
605 Revenue Recognition and most industry-specific guidance throughout the Codification. ASU 2014-09 outlines a single comprehensive
model for entities to use in accounting for revenue arising from contracts with customers. The standard s core principle is that a company should
recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the

entity expects to be entitled in exchange for those goods or services. ASU 2014-09 was originally scheduled to be effective for annual reporting
periods beginning after December 15, 2016, including interim periods within those reporting periods. In July 2015, the Financial Accounting
Standards Board deferred the effective date of ASU 2014-09 by one year. Entities are permitted to adopt the standard as early as the original
public entity effective date, and either full or modified retrospective application is required. The Company has not yet selected a transition

method and is currently evaluating the impact of adopting this new accounting guidance.

11
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In April 2015, the Financial Accounting Standards Board issued Accounting Standards Update No. 2015-03, Interest - Imputation of Interest
(Subtopic 835-30): Simplifying the Presentation of Debt Issuance Costs ( ASU 2015-03 ). ASU 2015-03 is the result of the Financial Accounting
Standards Board s simplification initiative intended to improve U.S. GAAP by reducing costs and complexity while maintaining or enhancing the
usefulness of related financial statement information. ASU 2015-03 specifies that debt issuance costs related to a note shall be reported in the
balance sheet as a direct reduction from the face amount of the note. ASU 2015-03 is effective for annual reporting periods beginning after
December 15, 2015, and interim periods within those fiscal years. ASU 2015-03 will require the Company to reclassify its capitalized debt
issuance costs currently recorded as assets on the consolidated condensed balance sheets. ASU 2015-03 will have no effect on the Company s
results of operations or liquidity.

As of June 30, 2015, there were no other recently issued accounting standards that will have a material impact on the Company s financial
position or results of operations upon their adoption.

12
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AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

Note 2. Acquisition

On February 24, 2015, the Company acquired MWI Veterinary Supply, Inc. ( MWI ) for a purchase price of $2.6 billion. MWTI is a leading
animal health distribution company in the United States and in the United Kingdom. MWI s annual revenues are estimated to be approximately
$3.0 billion. For reportable segment presentation, MWI s operating results are included within Other.

The purchase price has been preliminarily allocated to the underlying assets acquired and liabilities assumed based upon their estimated fair
values at the date of the acquisition. The preliminary allocation is pending the finalization of the appraisals of intangible assets and the
corresponding deferred taxes, as well as the finalization of the working capital account balances. There can be no assurance that the estimated
amounts recorded represent the final purchase price allocation. The purchase price currently exceeds the estimated fair value of the net tangible
and intangible assets acquired by $1.2 billion, which was allocated to goodwill. The estimated fair value of accounts receivable, inventory, and
accounts payable acquired was $346.9 million, $440.0 million and $327.1 million, respectively. The estimated fair value of the intangible assets
acquired of $1.5 billion consists of customer relationships of $1.1 billion, a trade name of $344.0 million, and software technology of $11.0
million. The Company established an estimated deferred tax liability of $570.2 million primarily in connection with the intangible assets
acquired. The Company is amortizing the estimated fair values of the acquired customer relationships and software technology over the
remaining useful lives of 20 years and 8 years, respectively. The trade name has been determined to have an indefinite life. Goodwill and
intangibles resulting from the acquisition are not expected to be deductible for income tax purposes.

Note 3. Income Taxes

The Company files income tax returns in U.S. federal and state jurisdictions as well as various foreign jurisdictions. As of June 30, 2015, the
Company had unrecognized tax benefits, defined as the aggregate tax effect of differences between tax return positions and the benefits
recognized in the Company s financial statements, of $55.5 million ($39.1 million, net of federal benefit). If recognized, these tax benefits would
reduce income tax expense and the effective tax rate. Included in this amount is $8.7 million of interest and penalties, which the Company
records in income tax expense. During the nine months ended June 30, 2015, unrecognized tax benefits increased by $4.9 million. During the
next 12 months, it is reasonably possible that state tax audit resolutions and the expiration of statutes of limitations could result in a reduction of
unrecognized tax benefits by approximately $6.7 million.

In March 2013, the Company issued Warrants (as defined in Note 6) in connection with various agreements and arrangements with Walgreens
Boots Alliance, Inc. ( WBA ), as successor in interest to Walgreen Co. ( Walgreens ) and Alliance Boots GmbH ( Alliance Boots ). As of the date of
issuance, the Warrants were valued at $242.4 million, which approximates the amount that will be deductible for income tax purposes. The fair

value of the Warrants as of June 30, 2015 was $2,421.5 million. The excess of the fair value of the Warrants over the initial
value is not tax deductible. As a result, in periods where the fair value of the Warrants exceeds the initial value, the

13
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Company s effective income tax rate will be higher than its normal historical rate.

14
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AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

Note 4. Goodwill and Other Intangible Assets

Following is a summary of the changes in the carrying value of goodwill, by reportable segment, for the nine months ended June 30, 2015 (in
thousands):

Pharmaceutical
Distribution Other Total
Goodwill at September 30, 2014 $ 2,400,926 $ 547,576  $ 2,948,502
Goodwill recognized in connection with acquisitions 17,048 1,157,442 1,174,490
Goodwill disposed in connection with divestiture (3,605) (3,605)
Foreign currency translation (2,582) (2,582)
Goodwill at June 30, 2015 $ 2,414,369 $ 1,702,436 $ 4,116,805
Following is a summary of other intangible assets (in thousands):
June 30, 2015 September 30, 2014
Gross Net Gross Net

Carrying Accumulated Carrying Carrying Accumulated Carrying

Amount Amortization Amount Amount Amortization Amount
Indefinite-lived intangibles -
trade names $ 685,085 $ $ 685,085 $ 343,707 $ $ 343,707
Finite-lived intangibles:
Customer relationships 1,409,631 (128,333) 1,281,298 268,208 (98,412) 169,796
Other 78,181 (45,870) 32,311 71,114 (51,375) 19,739

Total other intangible assets ~ $ 2,172,897 $ (174,203) $ 1,998,694 $ 683,029 § (149,787) $ 533,242

Amortization expense for finite-lived intangible assets was $36.2 million and $19.6 million in the nine months ended June 30, 2015 and 2014,
respectively. Amortization expense for finite-lived intangible assets is estimated to be $56.4 million in fiscal 2015, $80.5 million in fiscal 2016,
$77.4 million in fiscal 2017, $75.1 million in fiscal 2018, $74.4 million in fiscal 2019, and $986.1 million thereafter.

15
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AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)
Note 5. Debt
Debt consisted of the following (in thousands):
June 30, September 30,
2015 2014
Multi-currency revolving credit facility due 2019 $ $
Receivables securitization facility due 2017
Revolving credit note
Overdraft facility 7,370
Term loan 750,000
$600,000, 1.15% senior notes due 2017 599,604 599,379
$400,000, 4.875% senior notes due 2019 398,371 398,122
$500,000, 3.50% senior notes due 2021 499,550 499,497
$500,000, 3.40% senior notes due 2024 498,741 498,634
$500,000, 3.25% senior notes due 2025 497,437
$500,000, 4.25% senior notes due 2045 499,078
Total debt $ 3,750,151 $ 1,995,632
Less current portion 7,370
Total, net of current portion $ 3,742,781 § 1,995,632

The Company has a $1.4 billion multi-currency senior unsecured revolving credit facility, which expires in August 2019 (the Multi-Currency
Revolving Credit Facility ), with a syndicate of lenders. Interest on borrowings under the Multi-Currency Revolving Credit Facility accrues at
specified rates based on the Company s debt rating and ranges from 69 basis points to 110 basis points over LIBOR/EURIBOR/Bankers
Acceptance Stamping Fee, as applicable (90 basis points over LIBOR/EURIBOR/Bankers Acceptance Stamping Fee at June 30, 2015).
Additionally, interest on borrowings denominated in Canadian dollars may accrue at the greater of the Canadian prime rate or the CDOR rate.
The Company pays facility fees to maintain the availability under the Multi-Currency Revolving Credit Facility at specified rates based on its
debt rating, ranging from 6 basis points to 15 basis points, annually, of the total commitment (10 basis points at June 30, 2015). The Company
may choose to repay or reduce its commitments under the Multi-Currency Revolving Credit Facility at any time. The Multi-Currency Revolving
Credit Facility contains covenants, including compliance with a financial leverage ratio test, as well as others that impose limitations on, among
other things, indebtedness of excluded subsidiaries and asset sales, with which the Company was compliant as of June 30, 2015.

The Company has a commercial paper program whereby it may from time to time issue short-term promissory notes in an aggregate amount of
up to $1.4 billion at any one time. Amounts available under the program may be borrowed, repaid, and re-borrowed from time to time. The
maturities on the notes will vary, but may not exceed 365 days from the date of issuance. The notes will bear interest rates, if interest bearing, or
will be sold at a discount from their face amounts. The commercial paper program does not increase the Company s borrowing capacity as it is

16
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fully backed by the Company s Multi-Currency Revolving Credit Facility. There were no borrowings outstanding under the commercial paper
program at June 30, 2015.

The Company has a $950 million receivables securitization facility ( Receivables Securitization Facility ), which was scheduled to expire in
June 2016. In December 2014, the Company entered into an amendment to the Receivables Securitization Facility to extend the maturity date to
December 2017. The Company has available to it an accordion feature whereby the commitment on the Receivables Securitization Facility may
be increased by up to $250 million, subject to lender approval, for seasonal needs during the December and March quarters. Interest rates are
based on prevailing market rates for short-term commercial paper or LIBOR plus a program fee of 75 basis points. The Company pays a
customary unused fee at prevailing market rates, annually, to maintain the availability under the Receivables Securitization Facility. The
Receivables Securitization Facility contains similar covenants to the Multi-Currency Revolving Credit Facility, with which the Company was
compliant as of June 30, 2015.

17
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AMERISOURCEBERGEN CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

The Company has an uncommitted, unsecured line of credit available to it pursuant to a revolving credit note ( Revolving Credit Note ). The
Revolving Credit Note provides the Company with the ability to request short-term unsecured revolving credit loans from time to time in a
principal amount not to exceed $75 million. The Revolving Credit Note may be decreased or terminated by the bank or the Company at any
time without prior notice. MWI also has an uncommitted U.K. overdraft facility ( Overdraft Facility ), which allows it to borrow up to £20
million to fund short term normal trading cycle fluctuations. The Overdraft Facility expires in November 2016.

In February 2015, the Company entered into a $1.0 billion term loan credit agreement ( Term Loan ), which matures in 2020. The Term Loan is
subject to quarterly principal payments equal to (1) 1.25% of the aggregate principal amount of the Term Loan beginning with the first quarterly
principal payment in June 2015 to and including March 2018, and (2) thereafter, 2.50% of the aggregate principal amount of the Term Loan,

with the remaining balance of the Term Loan due upon maturity. In June 2015, the Company elected to make an early principal payment of

$250 million on the Term Loan, $12.5 million of which was scheduled to be paid in June 2015. The payment was applied in direct order to
scheduled principal payments, and as a result, the Company s next required quarterly principal payment is due in June 2019. The Term Loan will
bear interest at a rate equal either to a base rate plus a margin or a LIBOR rate plus a margin. The margin will be based on the public debt

ratings of the Company and ranges from 75 basis points to 125 basis points over a LIBOR rate (100 basis points at June 30, 2015) and 0 to 25
basis points over a base rate. The Term Loan contains similar covenants to the Multi-Currency Revolving Credit Facility, with which the
Company was compliant as of June 30, 2015.

In February 2015, the Company issued $500 million of 3.25% senior notes due March 1, 2025 (the 2025 Notes ) and $500 million of 4.25%
senior notes due March 1, 2045 (the 2045 Notes ). The 2025 Notes were sold at 99.47% of the principal amount and have an effective yield of
3.31%. The 2045 Notes were sold at 99.81% of the principal amount and have an effective yield of 4.26%. The interest on the 2025 and 2045
Notes is payable semi-annually in arrears, commencing on September 1, 2015. The 2025 and 2045 Notes rank pari passu to the Multi-Currency
Revolving Credit Facility, the Revolving Credit Note, the Overdraft Facility, the $600 million 1.15% senior notes due in 2017, the $400 million
4.875% senior notes due in 2019, the $500 million 3.50% senior notes due in 2021, and the $500 million 3.40% senior notes due in 2024.

The Company used the proceeds from Term Loan, the 2025 Notes and the 2045 Notes to finance a portion of the $2.6 billion purchase price of
MWL

Note 6. Stockholders Equity and Earnings per Share

In November 2014, the Company s board of directors increased the quarterly cash dividend by 23% from $0.235 per share to $0.29 per share.

18
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In August 2013, the Company s board of directors authorized a program allowing the Company to purchase up to $750 million of its outstanding
shares of common stock, subject to market conditions. During the nine months ended June 30, 2015, the Company purchased 2.9 million shares
of its common stock for a total of $260.2 million under this program, which included $33.6 million of purchases that cash settled in July 2015
and excluded $18.0 million of fiscal 2014 purchases that cash settled in October 2014. The Company had $315.1 million of availability
remaining under this share repurchase program as of June 30, 2015.

In March 2013, the Company and WBA entered into various agreements and arrangements pursuant to which WBA was granted the right to
purchase a minority equity position in the Company, beginning with the right, but not the obligation, to purchase up to 19,859,795 shares of the
Company s common stock (approximately 7% of the Company s common stock, on a fully diluted basis as of the date of issuance, assuming the
exercise in full of the Warrants, as defined below) in open market transactions. In connection with these arrangements, Walgreens Pharmacy
Strategies, LLC, a wholly owned subsidiary of WBA, was issued (a) a warrant to purchase up to 11,348,456 shares of the Company s common
stock at an exercise price of $51.50 per share exercisable during a six month period beginning in March 2016, and (b) a warrant to purchase up

to 11,348,456 shares of the Company s

10
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common stock at an exercise price of $52.50 per share exercisable during a six-month period beginning in March 2017 and Alliance Boots

Luxembourg S.a.r.1., also a wholly owned subsidiary of WBA, was issued (a) a warrant to purchase up to 11,348,456

shares of the Company s common stock at an exercise price of $51.50 per share exercisable during a six-month period

beginning in March 2016 and (b) a warrant to purchase up to 11,348,456 shares of the Company s common stock at an

exercise price of $52.50 per share exercisable during a six-month period beginning in March 2017 (collectively, the
Warrants ).

The Company valued these Warrants as of March 18, 2013 (date of issuance) and revised the valuation each subsequent quarter. As of June 30,
2015 the Warrants with an exercise price of $51.50 were valued at $54.14 per share and the Warrants with an exercise price of $52.50 were

valued at $52.55 per share. In total, the Warrants were valued at $2,421.5 million as of June 30, 2015. Refer to Critical Accounting Policies and
Estimates Warrants in the Company s Annual Report on Form 10-K for the fiscal year ended September 30, 2014 for a more detailed description
of the accounting for the Warrants.

The Company has taken steps to mitigate the potentially dilutive effect that the exercise of the Warrants could have by hedging a portion of its
future obligation to deliver common stock with a financial institution and repurchasing additional shares of its common stock for the Company s
own account over time. In June 2013, the Company commenced its hedging strategy by entering into a contract with a financial institution
pursuant to which it has executed a series of issuer capped call option transactions ( Capped Calls ). The Capped Calls give the Company the
right to buy shares of its common stock subject to the Warrants at specified prices at maturity, should the Warrants be exercised in 2016 and
2017 and were initially intended to cover approximately 60% of the shares subject to the Warrants at the time the Company entered into the
transactions. If the Warrants are exercised, the Company will use a majority of the proceeds to repurchase its shares under the Capped Calls.
The Capped Calls are subjecttoa cap price. If the Company s share price exceeds the cap price in the Capped Calls at the time the Warrants are
exercised, the number of shares that will be delivered to the Company under the Capped Calls will be reduced, and accordingly, will cover less
than 60% of the shares of common stock subject to the Warrants. This hedge transaction was completed in January 2014, and included the
purchase of Capped 