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CAPITAL STRUCTURE as of 9/30/12
Total Debt $2660.1 mill. Due in 5 Yrs $1700 mill.
LT Debt $2175.0 mill.

LT Interest $120.0

(44% of

milll.

Capital)

Leases, Uncapitalized Annual rentals $161.4 mill.
Pension Assets-12/11 $244.5 mill.

Oblig. $383.2 mill.

Preferred Stock None
Common Stock 94,600,000 shares
MARKET CAP: $8.0 billion (Large Cap)
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40.6%
12.5%
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103.4

154.1

2011
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110.8
114.9

9/30/12

1143.8
257.8
361.7
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257.8
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235% | 21.5% [Retained to Com Eq 20.0%

23.7%
.- Nil Nil |All Div'ds to Net Prof Nil
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BUSINESS: Laboratory Corporation of America Hldgs. is one of the
nation’s largest independent clinical laboratory companies. It pro-
vides a full range of clinical and anatomical tests to individual
physicians, managed-care organizations, hospitals, clinics, and
long-term care facilities. Also offers substance-abuse tests. At
12/31/11, it had 54 full-service laboratories and over 1,700 service

sites. Medicare and Medicaid account for roughly 17.6% of volume.
Has over 31,000 employees. Harris Associates owns 8.3% of com-
mon; BlackRock, 5.7%; Vanguard, 5.6%; T. Rowe Price, 5.3%; Of-
ficers & directors own 2.1% (4/12 proxy). Chairman, President &
CEO: David P. King. Inc.: DE. Address: 358 S. Main St., Burlington,
NC 27215. Tel.: 336-229-1127. Internet: www.labcorp.com.

ANNUAL RATES  Past
of change (per sh)
Revenues
“Cash Flow”
Earnings
Dividends
Book Value

10 Yrs
5.5%
15.5%
30.0%

5Yrs.

14.5%
14.0%
14.5%

to

17.0% 7.0%

Past Est'd '09-'11

'15-17
6.0%
8.5%

10.0%

Nil

14.0%

Cal-
endar

QUARTERLY REVENUES ($ mill)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2009
2010
2011
2012
2013

11557 11888 11851 1165.1
11936 12384 12765 12954
1368.4 1403.3 14045 1366.1
1423.3 14234 14194 1398.9
1450 1450 1450 1430

4694.7
5003.9
5542.3
5665
5780

Cal-
endar

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2009
2010
2011
2012
2013

122 130 122 116
130 146 147 134
152 164 161 156
174 177 176 163
180 185 185 180

4.89
5.55
6.37
6.90
7.30

Cal-
endar

QUARTERLY DIVIDENDS PAID
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2008
2009
2010
2011
2012

NO CASH DIVIDENDS
BEING PAID

Revenue growth has become a serious
issue for Laboratory Corporation of
America. Utilization across the
healthcare landscape is well off from his-
toric levels. Too, patients look to be es-
chewing doctor’s visits for the time being
and, therefore, the number of people sent
for subsequent lab testing is dropping off.
Too, no spike in testing demand seems
likely in the near term due to the evolving
insurance changes that are coming in one
year’'s time. Sequential revenues have
been stagnant for nine months now, and a
year-over-year incline of just 2% appears
probable for 2012 as a whole. To its credit,
LH is on pace to turn that minimal gain
into an 8% annual share-net advance via
cost trims and an improved testing mix.

We are ratcheting back our 2013 view.
Staring in the face of Obamacare, volume
figures are unlikely to ramp up by any
considerable margin next year. LH has
steadily been adding facilities, for the most
part through acquisitions, and their input
should move the needle some. Regardless,
we think a repeat of the 2% revenue gain
anticipated for 2012 is likely. Due to this,
we are paring $0.20 from our earnings

call, which now sits at $7.30 a share, or a
roughly 6% climb for the year.

LabCorp should benefit from industry
turmoil in the longer term. The foresee-
able future should be bogged down by
volume issues and fears that reimburse-
ment rates could be tinkered with. How-
ever, for the pull to 2015-2017, we see
many of the smaller lab providers explor-
ing strategic options because of rate pres-
sures and eventually being consumed by
the larger players (LabCorp and Quest
Diagnostics). Additionally, LH should be
able to boost its market share by joint ven-
tures and outsourcing agreements.

A recent dip in the stock’s quotation
may tempt private equity firms. The
sweeping reform heading for the
healthcare market in 2014 has many vul-
tures already circling. Doctors visits will
rise with the number of insured climbing,
and labs should get a bounce. Going pri-
vate just before has some obvious benefits
and this fact is not lost on either party.

We find that these neutrally ranked
shares are best suited for long-term
accounts at this moment in time.

Erik M. Manning December 14, 2012

(A) Based on average shares outstanding thru
'96, diluted thereafter. Excludes nonrecurring
items: '96, d$3.40; '97, d$2.38; '98, 55¢; 00,
d3¢; '01, d6¢; '02, d7¢; '05, d9¢; 06, d8¢; '07,
© 2012, Value Line Publishing LLC. All rights reserved.

d25¢;'08, d56¢; '09, 9¢; '10, d26¢; '11, d$1.26;
'12, d11¢. Figures may not sum due to round- | $43.99/sh.
ing. Next earnings report due late January.

(B) In millions, adjusted for stock splits.
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(C) Includes intangibles. In '11: $4302.5 mill.,

Company’s Financial Strength A
Stock’s Price Stability 100
Price Growth Persistence 90
Earnings Predictability 100

To subscribe call 1-800-833-0046.




