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Item 1. Financial Statements

PARTI FINANCIAL INFORMATION

LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(in millions)
(unaudited)

ASSETS

Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net
Supplies inventories
Prepaid expenses and other

Total current assets

Property, plant and equipment, net
Goodwill, net

Intangible assets, net

Investments in joint venture partnerships
Other assets, net

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:

Accounts payable

Accrued expenses and other

Deferred income taxes

Short-term borrowings and current portion of long-term debt

Total current liabilities

Long-term debt, less current portion
Deferred income taxes and other tax liabilities
Other liabilities

Total liabilities

Commitments and contingent liabilities
Minority interest

Shareholders' equity:
Common stock, 111.3 and 111.0 shares outstanding at
March 31, 2008 and December 31, 2007, respectively
Additional paid-in capital
Retained earnings
Less common stock held in treasury
Accumulated other comprehensive earnings

Total shareholders' equity

March 31, December 31,
2008 2007

$ 50.1 $ 56.4
- 109.9

717.1 623.2

83.2 80.4

57.8 67.6

908.2 937.5

4744 439.2
1,732.4 1,639.5
1,329.4 6134

75.2 683.0

61.3 55.6

$ 45809 $ 43682
$ 145.4 $ 134.2
262.1 239.6

11.2 4.6

618.4 589.5
1,037.1 967.9
1,064.9 1,077.5
5314 506.8

94.7 90.7

2,728.1 2,642.9
149.9 --

13.2 13.2

117.5 245.5
2,374.0 2,243.7
(908.1) (897.1)

106.3 120.0
1,702.9 1,725.3
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March 31, December 31,
Total liabilities and shareholders' equity $ 45809 $ 43682

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)
Three Months Ended
March 31,
2008 2007

Net sales $ 1,103.2 $ 998.7
Cost of sales 632.7 577.0
Gross profit 470.5 421.7
Selling, general and administrative expenses 215.6 205.0
Amortization of intangibles and other assets 13.8 13.3
Operating income 241.1 203.4
Other income (expenses):

Interest expense (19.9) (12.6)

Income from joint venture partnerships, net 4.4 16.4

Investment income 0.5 2.1

Other, net (0.6) 0.4)
Earnings before minority interest and income taxes 225.5 208.9

Minority interest (3.6) -
Earnings before income taxes 221.9 208.9
Provision for income taxes 91.6 86.4
Net earnings $ 130.3 $ 122.5
Basic earnings per common share $ 1.18 $ 1.01
Diluted earnings per common share $ 1.14 $ 0.98

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.

LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIESCONDENSED CONSOLTDATED
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LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS EQUITY
(in millions)

(unaudited)
Accumulated
Additional Other Total
Common Paid-in Retained Treasury Comprehensive Shareholders'
Stock Capital Earnings Stock Earnings Equity
BALANCE AT DECEMBER 31,
2006 $ 144 $1,027.7 $1,7679 $ (891.6)$ 587 $ 1,977.1
Comprehensive earnings:
Net earnings -- -- 122.5 -- -- 122.5
Other comprehensive earnings:
Foreign currency translation
adjustments -- -- -- -- 6.2 6.2
Tax effect of other comprehensive
earnings adjustments -- -- -- -- 2.5) (2.5)
Comprehensive earnings 126.2
Issuance of common stock under
employee stock plans -- 29.3 -- -- -- 29.3
Surrender of restricted stock awards -- -- -- s4) -- 54)
Adoption of FIN 48 -- 0.5 (1.0) -- - 0.5)
Conversion of zero-coupon convertible
debt -- 0.3 - -- - 0.3
Stock compensation -- 8.0 -- -- -- 8.0
Income tax benefit from stock
options exercised - 10.1 -- - -- 10.1
Purchase of common stock (0.5) (357.5) -- -- -- (358.0)
BALANCE AT MARCH 31,
2007 $ 139 $ 7184 $18894 § (897.0) $ 624 § 1,787.1
BALANCE AT DECEMBER 31,
2007 $ 132 $ 2455 $22437 $ (897.1)$ 1200 $ 1,7253
Comprehensive earnings:
Net earnings - -- 130.3 -- -- 130.3
Other comprehensive earnings:
Foreign currency translation
adjustments -- -- -- -- (22.4) (22.4)
Tax effect of other comprehensive
earnings adjustments - -- -- -- 8.7 8.7
Comprehensive earnings 116.6
Issuance of common stock under
employee stock plans 0.1 29.0 -- -- -- 29.1
Surrender of restricted stock awards - -- -- (11.0) -- (11.0)
Conversion of zero-coupon convertible
debt - 0.1 - - - 0.1
Stock compensation -- 8.9 - -- - 8.9
Value of minority interest put -- (125.8) -- -- -- (125.8)
- 15.4 — — - 154

LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIESCONDENSED CONSOLSDATED
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Accumulated
Additional Other Total
Common Paid-in Retained Treasury Comprehensive Shareholders'
Stock Capital Earnings Stock Earnings Equity
Income tax benefit from stock
options exercised
Purchase of common stock (0.1) (55.6) - -- (55.7)
BALANCE AT MARCH 31,
2008 $ 132 $ 1175 $23740 $ (908.1) $ 106.3 $ 1,702.9

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.

LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIESCONDENSED CONSOLYDATED
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LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)
(unaudited)

Three Months Ended
March 31,

2008 2007

CASH FLOWS FROM OPERATING ACTIVITIES:

Net earnings $ 1303 $ 1225
Adjustments to reconcile net earnings to
net cash provided by operating activities:

Depreciation and amortization 43.5 40.0
Stock compensation 8.9 8.0
Loss on sale of assets 0.2 0.2
Accreted interest on zero-coupon

subordinated notes 2.8 2.8
Cumulative earnings in excess of distribution

from joint venture partnerships 2.2) (8.3)
Deferred income taxes 34.2 (0.8)
Minority interest 3.6 --

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

Increase in accounts receivable (net) (52.8) (68.6)
Decrease (increase) in inventories 0.3) 6.5
Decrease in prepaid expenses and other 11.0 5.2
Increase (decrease) in accounts payable 3.2 4.0)
Increase (decrease) in accrued expenses and other 5.9 82.3

Net cash provided by operating activities 176.5 185.8

CASH FLOWS FROM INVESTING ACTIVITIES:

Capital expenditures (37.9) (40.8)
Proceeds from sale of assets 0.2 0.2
Deferred payments on acquisitions 0.4) 0.4)
Purchases of short-term investments (72.8) (463.5)
Proceeds from sale of short-term investments 182.7 528.7
Acquisition of businesses, net of cash acquired (249.6) (11.4)

Net cash provided by (used for) investing activities (177.8) 12.8

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from revolving credit facilities 65.0 130.0
Payments on revolving credit facilities (45.0) (50.0)
Principal payments on term loan (6.2) --
Decrease in bank overdraft - (5.5)
Minority interest distributions 3.1 -
Excess tax benefits from stock based compensation 13.4 7.9
Net proceeds from issuance of stock to employees 29.1 29.3
Purchase of common stock (58.7) (355.4)
Net cash used for financing activities (5.5) (243.7)
Effect of exchange rate changes on cash and cash equivalents 0.5 0.1
Net decrease in cash and cash equivalents (6.3) (45.0)

LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIESCONDENSED CONSOLIDATED



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

Three Months Ended
March 31,
Cash and cash equivalents at beginning of period 56.4 51.5
Cash and cash equivalents at end of period $ 50.1 $ 6.5

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.

LABORATORY CORPORATION OF AMERICA HOLDINGS AND SUBSIDIARIESCONDENSED CONSOLIDATED
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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

The consolidated financial statements include the accounts of Laboratory Corporation of America Holdings (the Company ) and its
majority-owned subsidiaries over which it exercises control. Long-term investments in affiliated companies in which the Company owns greater
than 20%, and therefore 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 Company has a cash management system under which a cash overdraft exists for uncleared checks in the Company s primary
disbursement accounts. The cash amount in the accompanying financial statements represents book balances excluding the effect of the
uncleared checks. As of March 31, 2008 and December 31, 2007, $0.0 of uncleared checks is included in accounts payable.

The financial statements of the Company s 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 earnings .

The accompanying condensed consolidated financial statements of the Company are unaudited. In the opinion of management, all
adjustments necessary for a fair presentation of such financial statements have been included. 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.

The 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 2007 annual report on Form 10-K. Therefore, the interim statements should be
read in conjunction with the consolidated financial statements and notes thereto contained in the Company s annual report.

2. EARNINGS PER SHARE

Basic earnings per share is computed by dividing net earnings 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 beginning of the period presented. Potentially
dilutive common shares result primarily from the Company s outstanding stock options, restricted stock awards, 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 Three Months Ended
March 31, 2008 March 31, 2007
Per Share Per Share
Income Shares Amount Income Shares Amount
Basic earnings per share:

Net earnings $ 130.3 110.4 $ 1.18 $ 1225 120.8 $ 1.01
Dilutive effect of employee

stock options and awards -- 1.8 -- 22
Effect of convertible debt,

net of tax -- 2.2 -- 2.3

2. EARNINGS PER SHARE 12
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Diluted earnings per share:
Net earnings including impact
of dilutive adjustments

$ 130.3

Three Months Ended

March 31, 2008

114.4

$ 114

Three Months Ended

$ 1225

March 31, 2007

125.3

$ 0.98

2. EARNINGS PER SHARE

13
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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)

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 Months Ended
March 31,
2008 2007
Stock options 14 0.6

3. RESTRUCTURING RESERVES

The following represents the Company s restructuring activities for the period indicated:

Severance

and Other Lease and

Employee Other Facility

Costs Costs Total

Balance as of December 31, 2007 $ 9.1 $ 185 $ 276
Cash payments and other adjustments 3.3) (1.6) 4.9)
Balance as of March 31, 2008 $ 5.8 $ 169 $ 227
Current $ 109
Non-current 11.8

$ 227

4. BUSINESS ACQUISITIONS

During the three months ended March 31, 2008, the Company acquired various laboratories and related assets for approximately $108.9 in
cash (net of cash acquired). These acquisitions were made primarily to extend the Company s geographic reach or acquire scientific
differentiation and esoteric testing capabilities.

Effective January 1, 2008 the Company acquired additional partnership units in its Ontario, Canada joint venture for approximately $140.7
in cash (net of cash acquired), bringing the Company s percentage interest owned up to 85.6%. Concurrent with this acquisition, the terms of the
joint venture s partnership agreement were amended. Based upon the amended terms of this agreement, the Company began including the
consolidated operating results, financial position and cash flows of the Ontario, Canada joint venture in the Company s consolidated financial
statements on January 1, 2008. The amended joint venture s partnership agreement also enables the holders of the minority interest to put the
remaining partnership units to the Company in defined future periods, at an initial amount equal to the consideration paid by the Company in
2008, and subject to adjustment based on market value formulas contained in the agreement. The contractual value of the put, in excess of the
current minority interest of $24.1, totals $125.8 at March 31, 2008. This amount has been recorded as additional minority interest liability and as
a reduction to additional paid-in capital in the accompanying consolidated financial statements.

Net sales of the Ontario, Canada joint venture were $64.1 for the quarter ended March 31, 2008.

5. GOODWILL AND INTANGIBLE ASSETS

The changes in the carrying amount of goodwill for the three-month period ended March 31, 2008 and for the year ended December 31,
2007 are as follows:

5. GOODWILL AND INTANGIBLE ASSETS 14
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March 31, December 31,
2008 2007
Balance as of January 1 $ 1,6395 $ 14840
Goodwill acquired during the period 93.3 157.7
Adjustments to goodwill 0.4) 2.2)

Balance at end of period $  1,7324 $ 11,6395

8

5. GOODWILL AND INTANGIBLE ASSETS

15
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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)

The components of identifiable intangible assets are as follows:

March 31, 2008 December 31, 2007
Gross Gross
Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization
Customer lists $ 7525 $ (2627 $ 7349 $ (253.0)
Patents, licenses
and technology 94.0 (48.9) 94.0 47.1)
Non-compete
agreements 32.6 (26.3) 344 (25.9)
Trade name 104.7 (27.9) 102.1 (26.0)
Canadian licenses 711.4 -- -- --
$ 1,695.2 $ (365.8) $ 965.4 $ (352.0)

Amortization of intangible assets for the three month periods ended March 31, 2008 and 2007 was $13.8 and $13.3, respectively.
Amortization expense for the net carrying amount of intangible assets is estimated to be $42.6 for the remainder of fiscal 2008, $55.6 in fiscal
2009, $54.7 in fiscal 2010, $50.0 in fiscal 2011, $45.7 in fiscal 2012 and $369.4 thereafter.

As of March 31, 2008, the Ontario, Canada operation has $711.4 of value assigned to the indefinite lived partnership s Canadian licenses to
conduct diagnostic testing services in the province.

6. DEBT

Short-term borrowings and the current portion of long-term debt at March 31, 2008 and December 31, 2007 consisted of the following:

March 31, December 31,
2008 2007

Zero-coupon convertible subordinated
notes $ 5670 $ 5644
Term loan, current 31.3 25.0
Revolving credit facility 20.0 --
Current portion of long-term debt 0.1 0.1
Total short-term borrowings and

current portion of long term debt $ 6184 $ 5895

Long-term debt at March 31, 2008 and December 31, 2007 consisted of the following:

March 31, December 31,
2008 2007
Senior notes due 2013 $ 352.1 $ 352.2
Senior notes due 2015 250.0 250.0
Term loan, non-current 462.5 475.0
Other long-term debt 0.3 0.3
Total long-term debt $ 1,064.9 $ 1,0775

6. DEBT 16
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March 31, December 31,
2008 2007

Zero-coupon Subordinated Notes

On April 1, 2008, the Company announced that its zero-coupon subordinated Liquid Yield Option Notes due 2021 ( LYONs ) and
Zero-Coupon Convertible Subordinated Notes due 2021 ( Zero-Coupon Notes ) may be converted as follows. LYONs are convertible into
Common Stock of the Company at the conversion rate of 13.4108 per $1,000 principal amount at maturity of the LYONS, subject to the terms of
the LYONs and the Indenture, dated as of September 11, 2001 between LabCorp and The Bank of New York, as trustee ( Trustee ) and
conversion agent. The Zero-Coupon Notes are convertible into cash and

Zero-coupon Subordinated Notes 17
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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)

Common Stock of the Company, if any, subject to the terms of the Zero-Coupon Notes and the Indenture, dated as of October 24, 2006 between
the Company, the Trustee and the conversion agent.

In order to exercise the option to convert all or a portion of the LYONSs or Zero-Coupon Notes, holders must have validly surrendered their
LYONs or Zero-Coupon Notes at any time during the calendar quarter through the close of business at 5:00 p.m., New York City time, on
Monday, June 30, 2008.

There were $0.4 aggregate principal amount of LYONs outstanding at March 31, 2008, which upon conversion the Company would be
required to settle in shares as described above. Should Zero-Coupon Notes be converted, the Company would be required to pay holders in cash
for the accreted principal amount of the securities to be converted, with the remaining amount, if any, to be satisfied with shares of Common
Stock. The shares required for settlement of the LYONSs and the Zero-Coupon Notes are already included in the Company s computation of fully
diluted earnings per share.

On March 12, 2008, the Company announced that for the period of March 12, 2008 to September 11, 2008, the LYONSs will, subject to the
terms of the LYONS, accrue contingent cash interest at a rate of no less than 0.125% of the average market price of a LYON for the five trading
days ended March 7, 2008, in addition to the continued accrual of the original issue discount. Similarly, the Zero-Coupon Notes will also accrue
contingent cash interest over that period using the same calculation method as described for the LYONSs. Contingent cash interest, which the
Company has determined to be approximately $1.31 per Note, will be payable to holders of the LYONSs or Zero-Coupon Notes as of the record
date, which is August 27, 2008. The payment of contingent cash interest is expected to be made on September 11, 2008.

Credit Facilities

The balances outstanding on the Company s Term Loan Facility at March 31, 2008 and December 31, 2007 were $493.8 and $500.0,
respectively. The balances outstanding on the Company s Revolving Facility at March 31, 2008 and December 31, 2007 were $20.0 and $0.0,
respectively. The Term Loan Facility and Revolving Facility bear interest at varying rates based upon the Company s credit rating with Standard
& Poor s Ratings Services. As of March 31, 2008, the interest rates on the Term Loan Facility and Revolving Facility were 3.4% and 3.5%,
respectively. The Term Loan Facility and Revolving Facility contain certain debt covenants that require that the Company maintain certain
financial ratios. The Company was in compliance with all covenants as of March 31, 2008.

On March 31, 2008, the Company entered into a three-year interest rate swap agreement to hedge variable interest rate risk on the
Company s variable interest rate term loan. Under the swap the Company will, on a quarterly basis, pay a fixed rate of interest (2.92%) and
receive a variable rate of interest based on the three-month LIBOR rate on an amortizing notional amount of indebtedness equivalent to the term
loan balance outstanding. The swap has been designated as a cash flow hedge. The fair value of the interest rate swap agreement is the estimated
amount that the Company would pay or receive to terminate the swap agreement. At March 31, 2008, the swap had no fair value to the
Company. The Company is exposed to credit-related losses in the event of nonperformance by the counterparty to the swap agreement.
Management does not expect the counterparty to fail to meet its obligation given the strong creditworthiness of the counterparty to the
agreement.

7. PREFERRED STOCK AND COMMON SHAREHOLDERS EQUITY

The Company is authorized to issue up to 265.0 shares of common stock, par value $0.10 per share. The Company s treasury shares are
recorded at aggregate cost. The Company is authorized to issue up to 30.0 shares of preferred stock, par value $0.10 per share. There were no
preferred shares outstanding as of March 31, 2008.

10
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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)

The changes in common shares issued and held in treasury are summarized below:

Held in
Issued Treasury Outstanding

Common shares at December 31, 2007 132.7 (21.7) 111.0
Common stock issued under

employee stock plans 1.4 -- 1.4
Surrender of restricted stock and

performance share awards - 0.4) 0.4)
Retirement of common stock 0.7) - 0.7)
Common shares at March 31, 2008 1334 (22.1) 111.3

Share Repurchase Program

During the three months ended March 31, 2008, the Company purchased 0.7 shares of its common stock at a total cost of $55.7. As of
March 31, 2008, the Company had outstanding authorization from the Board of Directors to purchase approximately $370.1 of Company
common stock.

8. INCOME TAXES

The Company adopted the provisions of Financial Standards Accounting Board Interpretation No. 48 Accounting for Uncertainty in Income
Taxes ( FIN 48 ) an interpretation of FASB Statement No. 109 ( SFAS 109 ) on January 1, 2007. As a result of the implementation of FIN 48, the
Company recognized approximately $0.5 as an increase to its reserve for uncertain tax positions and a reduction of the beginning shareholders
equity.

At the adoption date of January 1, 2007, the Company had approximately $56.8 of total gross unrecognized income tax benefits, which
included interest and penalties of $7.5.

The gross reserves for uncertain tax positions were $55.7 and $57.0 at December 31, 2007 and March 31, 2008, respectively. It is
anticipated that the amount of the unrecognized tax benefits will change within the next twelve months; however, these changes are not expected
to have a significant impact on the results of operations, cash flows or the financial position of the Company.

The Company recognizes interest and penalties related to uncertain tax positions in income tax expense. Accrued interest and penalties
related to uncertain tax positions totaled $10.8 and $11.2 as of December 31, 2007 and March 31, 2008, respectively.

As of December 31, 2007 and March 31, 2008, $52.5 and $54.5, respectively, is the approximate amount of unrecognized tax benefits that,
if recognized, would favorably affect the effective income tax rate in future periods.

The Company has substantially concluded all U.S. federal income tax matters for years through 2003. Substantially all material state and
local, and foreign income tax matters have been concluded through 2001.
9. NEW ACCOUNTING PRONOUNCEMENTS

In February 2007, the FASB issued SFAS No. 159 The Fair Value Option for Financial Assets and Financial Liabilities Including an
Amendment of FASB Statement No. 115. ( SFAS 159 ). SFAS 159 permits an entity to measure many financial instruments and certain other
items at fair value that are not currently required to be measured at fair value. The Company adopted this Statement as of January 1, 2008 and
has elected not to apply the fair value option to any of its financial instruments.

9. NEW ACCOUNTING PRONOUNCEMENTS 19
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In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements an amendment of ARB
No. 51. SFAS No. 160 requires all entities to report noncontrolling (minority) interests in subsidiaries as equity in the consolidated financial
statements. Its intention is to eliminate the diversity in practice regarding the accounting for transactions between an entity and noncontrolling
interests. This Statement is effective for the Company as of January 1, 2009.

11
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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)

Earlier adoption is prohibited. The Company is currently assessing the impact, if any, of SFAS 160 on its consolidated financial statements.

In December 2007, the FASB issued SFAS No. 141(R), a revised version of SFAS No. 141, Business Combinations. The revision is
intended to simplify existing guidance and converge rulemaking under U.S. generally accepted accounting principles (GAAP) with international
accounting rules. This statement applies prospectively to business combinations where the acquisition date is on or after the beginning of the
first annual reporting period beginning on or after December 15, 2008. An entity may not apply it before that date. The new standard also
converges financial reporting under U.S. GAAP with international accounting rules. Beginning in 2009, the Company will record acquisitions in
accordance with SFAS 141(R).

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities an amendment of FASB
Statement No. 133, which amends and expands the disclosure requirements of SFAS 133 to require qualitative disclosure about objectives and
strategies for using derivatives, quantitative disclosures about fair value amounts of and gains and losses on derivative instruments, and
disclosures about credit-risk-related contingent features in derivative agreements. SFAS 161 is effective for fiscal years and interim periods
beginning after November 15, 2008. The Company is currently assessing the impact, if any, of SFAS 161 on its consolidated financial
statements.

10. COMMITMENTS AND CONTINGENCIES

The Company was an appellant in a patent case originally filed by Competitive Technologies, Inc. and Metabolite Laboratories, Inc. in the
United States District Court for the District of Colorado. After a jury trial, the district court entered judgment against the Company for patent
infringement, with total damages and attorney s fees payable by the Company of approximately $7.8. The underlying judgment has been paid.
The Company vigorously contested the judgment and appealed the case ultimately to the United States Supreme Court. On June 22, 2006, the
Supreme Court dismissed the Company s appeal and the case has been remanded to the District Court for further proceedings including
resolution of a related declaratory judgment action initiated by the Company addressing the plaintiffs claims for post trial damages. The
Company does not expect the resolution of these issues to have a material adverse effect on its financial position, results of operations or
liquidity.

The Company is also involved in various claims and legal actions arising in the ordinary course of business. These matters include, but are
not limited to, intellectual property disputes, professional liability, employee related matters, and inquiries, including subpoenas and other civil
investigative demands, from governmental agencies and Medicare or Medicaid payers and managed care payers reviewing billing practices or
requesting comment on allegations of billing irregularities that are brought to their attention through billing audits or third parties. The Company
receives civil investigative demands or other inquiries from various governmental bodies in the ordinary course of its business. Such inquiries
can relate to the Company or other healthcare providers. The Company works cooperatively to respond to appropriate requests for information.
In the opinion of management, based upon the advice of counsel and consideration of all facts available at this time, the ultimate disposition of
these matters is not expected to have a material adverse effect on the financial position, results of operations or liquidity of the Company. The
Company is also named from time to time in suits brought under the qui tam provisions of the False Claims Act. These suits typically allege that
the Company has made false statements and/or certifications in connection with claims for payment from federal health care programs. They
may remain under seal (hence, unknown to the Company) for some time while the government decides whether to intervene on behalf of the qui
tam plaintiff. Such claims are an inevitable part of doing business in the health care field today and, in the opinion of management, based upon
the advice of counsel and consideration of all facts available at this time, the ultimate disposition of those qui tam matters presently known to the
Company is not expected to have a material adverse effect on the financial position, results of operations or liquidity of the Company.

The Company believes that it is in compliance in all material respects with all statutes, regulations and other requirements applicable to its
clinical laboratory operations. The clinical laboratory testing industry is, however, subject to extensive regulation, and the courts have not
interpreted many of these statutes and regulations. There can be no assurance therefore that those applicable statutes and regulations might not
be interpreted or applied by a prosecutorial, regulatory or judicial authority in a manner that would
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adversely affect the Company. Potential sanctions for violation of these statutes and regulations include significant fines and the loss of various
licenses, certificates and authorizations.

Under the Company s present insurance programs, coverage is obtained for catastrophic exposure, as well as those risks required to be
insured by law or contract. The Company is responsible for the uninsured portion of losses related primarily to general, professional and vehicle
liability, certain medical costs and workers compensation. The self-insured retentions are on a per occurrence basis without any aggregate annual
limit. Provisions for losses expected under these programs are recorded based upon the Company s estimates of the aggregated liability of claims
incurred. At March 31, 2008 and December 31, 2007, the Company had provided letters of credit aggregating approximately $104.8, primarily
in connection with certain insurance programs and as security for the Company s contingent obligation to reimburse up to $200.0 in transition
costs under a customer contract. The Company s availability under its Revolving Facility is reduced by the amount of these letters of credit.

Effective January 1, 2007, the Company commenced its successful implementation of its ten-year agreement with United Healthcare
Insurance Company ( UnitedHeathcare ) and became its exclusive national laboratory provider. During the first three years of the ten-year
agreement, the Company has committed to reimburse UnitedHealthcare up to $200.0 for transition costs related to developing expanded
networks in defined markets. During the three months ended March 31, 2008 and the year ended December 31, 2007 approximately $9.6 and
$38.3, respectively, of such transition payments were billed to the Company by UnitedHealthcare and approximately $13.0 and $32.0,
respectively, had been remitted by the Company. Based on the trend rates of the transition payment amounts billed by UnitedHealthcare during
the first quarter of 2008 and for 2007, the Company believes that its total reimbursement commitment under this agreement will be
approximately $115.0. The Company is amortizing the total estimated transition costs over the life of the contract.

At March 31, 2008, the Company was a guarantor on approximately $6.4 of equipment leases. These leases were entered into by a joint
venture in which the Company owns a fifty percent interest and have a remaining term of approximately four years.

11. PENSION AND POSTRETIREMENT PLANS

Substantially all employees of the Company are covered by a defined benefit retirement plan (the Company Plan ). The benefits to be paid
under the Company Plan are based on years of credited service and average final compensation. The Company s policy is to fund the Company
Plan with at least the minimum amount required by applicable regulations.

The Company has a second non-qualified defined benefit retirement plan (the PEP ) that covers its senior management group that provides
for the payment of the difference, if any, between the amount of any maximum limitation on annual benefit payments under the Employee
Retirement Income Security Act of 1974 and the annual benefit that would be payable under the Company Plan but for such limitation. This plan
is an unfunded plan.

The effect on operations for the Company Plan and the PEP is summarized as follows:

Three Months Ended
March 31,
2008 2007
Service cost for benefits earned $ 5.1 $ 4.7
Interest cost on benefit obligation 4.3 4.0
Expected return on plan assets 5.5) (5.6)
Net amortization and deferral 0.6 0.6
Defined benefit plan costs $ 4.5 $ 3.7

For the three months ended March 31, 2008 and 2007, the Company made no contributions to its defined benefit retirement plan.
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The Company has assumed obligations under a subsidiary s postretirement medical plan. Coverage under this plan is restricted to a limited
number of existing employees of the subsidiary. This plan is unfunded and the Company s policy is to fund benefits as claims are incurred. The
effect on operations of the postretirement medical plan is shown in the following table:

Three Months Ended
March 31,
2008 2007
Service cost for benefits earned $ 0.1 $ 0.1
Interest cost on benefit obligation 0.7 0.7
Net amortization and deferral 0.4) 0.5)
Postretirement benefit expense $ 0.4 $ 0.3
12. SUPPLEMENTAL CASH FLOW INFORMATION
Three Months Ended
March 31,
2008 2007
Supplemental schedule of cash flow information:
Cash paid during period for:
Interest $ 16.9 $ 9.6
Income taxes, net of refun